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From Growth to Decline:
The IEA’s 2030 Outlook

and What It Means
Bunker Markets
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The ‘Oil World’ will start to decline within the next 5 years

With oil prices in turmoil, moving much higher because of US, Israeli and Iranian attacks, and then
much lower on what looks like a fragile ceasefire, it is perhaps a good time to take a ‘bigger picture’
look at the direction of the oil industry over the next 5 years. The IEA has just published its oil market
outlook to 2030, and there is a lot within this analysis that will shape the bunker market over the rest
of this decade.

Importantly, we are moving from an industry that has been growing, to one that will soon be in
decline. In the IEA outlook, world oil demand is forecast to show only modest gains over the next 2
years, with minimal gains in 2028/29 and then go into decline in 2030.
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Petrochemicals and aviation is where the growth is

Looking at the key aspects of the oil products markets over the next 5 years, there are a few high-
profile developments taking place. Firstly, there is significant growth in the petrochemical sector, and
this will drive higher demand for LPG, ethane, and naphtha.

Secondly, there is also growth in jet demand. This follows the continued increases air travel and
transport, and that jet fuel still essentially can only come from an oil refinery.
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Bunker demand is expected to remain flat

Within their analysis, the IEA expects demand for bunkers to remain stable at around 5 million b/d
over the outlook period. Their basis is that a 2% p.a. growth in tonne-kilometres demand will be
offset by efficiency gains in the shipping industry and IMO regulations supporting some switching to
lower emissions fuels, such as biofuels and ammonia.

Oil demand is falling as EVs are increasing

Gasoline and diesel have accounted for around 40% of total world oil demand. The main reason for
oil demand starting to decline at the end of the decade is the expansion of electric vehicles (EVs) and
the accompanying loss of gasoline and diesel demand in the transport sector.

For us in bunkers, it is the gasoil/diesel and fuel oil sectors that will be most influential.
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Substantial changes in the outlook for US & China
Two major changes from last year’s IEA report are that:

+ US oil demand is still forecast to fall, but at a much slower pace (which is not surprising under
President Trump’s policies).

* QOil demand in China will fall much earlier than previously anticipated.

China is now the world leader in EVs in terms of manufacturing and sales. This, along with massive
investments in the high-speed rail network and structural shifts in the economy, mean the IEA is now
expecting China’s oil demand to start falling within the next 4 years! This is a radical change, with
China being the powerhouse behind increases in world oil demand in recent years.

In contrast, before President Trump was elected, the forecast was for US oil demand to fall by 1.5
million b/d between 2025 and 2030. Now, with Trump in power, the IEA has ‘downgraded’ this
forecast decline to just 0.45 million b/d

Europe shows the biggest drop in oil demand

The agency has kept its previous expectation for a 0.8 million b/d drop in European oil demand
between now and 2030. This means Europe is now at the forefront of changes in oil demand over the
next 5 years.

There are no planned refinery closures in Europe after this year, but lower demand in the region

will lead to lower refinery throughputs and product availabilities. It is how product balances unfold
between cuts in refinery output versus the drop in oil demand; this will impact trade, pricing and how
bunker markets are supplied in the region.
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Limited changes in the US; but no market can stand alone

The situation in the US may be more balanced given the slower pace at which oil is removed from
the energy mix. But we know how markets are ‘interwoven’, and no international bunker market is
immune to what is happening elsewhere in the world.
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Latin America & African demand continues to rise

It is by coincidence that forecast declines in demand in Europe and the US are exactly matched by
increases in oil demand in the growing economies of Latin America and Africa. This means that oil
demand in the Atlantic Basin is expected to be close to current levels in 5 years time. However, with
very few new refinery projects in the growth regions, it does stress the need for additional trade
volumes to move between areas to achieve regional balances across different product groups. We in
bunkers will be affected by these additional trade flows and price implications.

The Middle East not as it seems; its rising

On the face of it, there is a slight decline in Middle East oil demand over the next 5 years. However,
once you dig into this, Saudi Arabia’s strategy to stop burning domestic oil for power generation and
desalination plants® more than explains the cut. If this is taken out of the equation, Middle East
product demand is forecast to increase by around 0.4-0.5 million b/d by 2030.

(a) part of this is a reduction is in fuel oil use, which could push more of this into the international market.
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Nonetheless, the Middle East is one of the key areas where new refining capacity, upgrading and
desulphurisation is taking place. Therefore, long haul product exports from the region are likely to
continue to increase. This will cover some of the imbalances elsewhere in the world, but will also
have price implications.

Asia & China could see the biggest changes for us

Finally, some of the biggest issues hitting the oil and bunker markets are likely to be seen in Asia

As outlined, oil demand in China is expected to start falling by the end of the decade. But this is in
contrast to what is happening in India and other Asian countries, where a combined growth of almost
2 million b/d is seen between now and 2030.

This is where trade flows, pricing and market influence could be interesting. Despite no growth in
Chinese oil demand, there are still a number of refinery capacity additions in the pipeline. There are
of course a number of scenarios surrounding these dynamics, but one obvious one is that China
becomes an even bigger products exporter over the next 5 years. Again, this will have implications
for all the major products, including what happens to us in bunkers.

This report poses more questions than answers

Clearly these are prominent issues for us in the bunker market. Longer term planners in our business
will be assessing the potential surpluses and shortfalls by region for VLSFO, blending components
and HSFO based on these demand and refining forecasts. It will be interesting to see how trade
flows, bunker pricing and China influence our business over the next 5 years.
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-u,’ Steve Christy

Expert Contributor
steve.christy@integr8fuels.com

For information about this article or to
discover how Integr8 can support you visit:

integr8fuels.com 6



T~ ~ L A\
L7 75~~~
\\ \\ !
S 11
N
—_— T X N
<\ ——_\ N //
— —_ 7
— GRS
\\ — Z %%
— X 7 iete
— —_— ‘\ \X = o’ 5%
— \\ W \l‘\\ O
\\
m—————

DISCLAIMER This report has been prepared by, and the opinions expressed are those of, Integr8 Fuels as of the date of writing (the “Materials™) and

are subject to change without notice. Integr8 Fuels does not undertake to update or revise the Materials. The Materials are intended to provide general
and preliminary information, and is not intended to be relied upon, and must not be read, as financial, legal, business, investment, accounting, tax

or other advice or guidance. The Materials are also not addressed to, and do not contemplate, the individual circumstances of any person, including
without limitation its financial condition, business environment, investment knowledge and experience, objectives, investment horizon, risk tolerance
and preferences. Each person must independently evaluate information contained in the Materials, and form its own opinion and/or seek professional
advice, as to the course of conduct most appropriate to it. Save for this disclaimer, the Materials are not intended to create legally binding relations. The
Materials further do not constitute an offer or invitation to any person to trade with, invest in, provide finance to or take any other position with respect
to Integr8 Fuels, any of its affiliates or any other person. In preparing the Materials, Integr8 Fuels has acted on its own behalf and must not be regarded
as agent or representative of any other person. The information in the Materials is given in good faith but without guarantee, and notwithstanding
anything to the contrary Integr8 Fuels makes no representation as to its accuracy, completeness, authenticity or source. To the fullest extent permitted
by applicable law, Integr8 Fuels shall have no liability in contract, tort (including negligence) or otherwise for any direct, indirect, incidental, special,
punitive or consequential damages or losses, including but not limited to loss of profits, revenue, business, opportunity, goodwill, reputation or business
interruption, that result in any way from the use of content provided in the Materials. The Materials may not be used, copied, reproduced, disseminated,
quoted or referred to in any publication, presentation or other document (with or without attribution to Integr8 Fuels) at any time or in any manner
without the express, prior written consent of Integr8 Fuels. Integr8 Fuels consists of Integr8 Fuels Holding Inc of Trust Company Complex Ajeltake Road
Ajeltake Island, Majuro Marshall Islands MH 96960 and all of its subsidiaries
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