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The end of oil may be exaggerated

It’s that time of year when the International Energy Agency (IEA) publishes its longer-term energy
outlook to 2050. This extensive, 500-page report is always worth looking at, to gain insights into
what could happen in the energy sector, where the oil industry is potentially going, and what this
could mean for us in the bunker market.

In their previous reports the IEA (along with many other analysts) has highlighted a clear move away
from oil and other fossil fuels over the next 25 years. In this latest report there is a new, compelling
case to say that oil demand could continue rising through to 2050!

A new scenario showing oil demand continuing to grow to 2050

The IEA has again gone with three scenarios in their outlook to 2050. As in previous years, one is
categorised as ‘Stated Policies’, which assumes a broad range of policies all being successfully
implemented, including those put forward but not yet adopted.

The ‘Net Zero by 2050’ scenario is also one used previously. This is a theoretical case and shows a
pathway that would achieve net zero CO, emissions by 2050. We have not shown this case in the
following analysis.

Finally, the new scenario is labelled ‘Current Policies’, based on policies and regulations already
in place, plus a “cautious approach” regarding the pace at which new energy technologies are
implemented. It is this latest scenario that shows oil demand continuing to rise all the way through
to 2050.
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The graph below illustrates the ‘Stated Policies’ outlook for world oil demand as shown in last year’s
report (2024 IEA Stated Policies case). This was the highest level of oil demand of their three cases
back in 2024, and showed a world where ‘peak oil’ was reached in the early 2030s.

IEA Outlook for World Oil Demand
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The other two lines show oil demand profiles in this year’s report. The first is the latest ‘Stated
Policies’ scenario and is around 3 million b/d higher than the same case in the 2024 report. Although
it still shows ‘peak oil’ demand in the 2030s, the decline is very shallow and demand in 2050 is only
some 4 4 million b/d (4%) lower than current levels.

The final, and highest line, is the new, ‘Current Policies’ case. Here oil growth is driven by demand for
road transport, petrochemicals, air travel, and shipping in the emerging and developing economies
(oil demand in the advanced economies is falling). In this case, oil demand in 2050 is some 12
million b/d (+12%) higher than today.

Neither of the two latest cases hint at a massive demise of the oil industry over the next 25 years.
There are clearly practical and psychological nuances between a rising and a falling market, but both
still imply a massive oil industry, with one continuing to grow (albeit at modest levels), and the other
where demand only falls back to 2016 levels by 2050.
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Not the same government enthusiasm to make rapid changes

It's not surprising the IEA has developed this new scenario. Anecdotally, we know the pace of
environmental change has slowed considerably, even though last year was the hottest on record

and climate risks appear to be rising. The environmental headline is that last year we reached global
temperatures of 1.5°C more than pre-industrial levels, and we could be looking at gains of 2-3°C.
However, the reality is that a number of countries are easing, or even reversing their efforts to reduce
emissions.

The headline story here is in the US, where President Trump’s ‘One Big Beautiful Bill Act’ has renewed
support for the domestic oil, natural gas and coal sectors and at the same time aims to quickly phase
out tax credits for electric vehicles (EVs), along with wind and solar energy projects. The US is not
the only country on this path, there are also other nations looking to slow down the move away from
fossil fuels. This has been demonstrated by the attendees at the recent COP30 in Brazil, and the
challenges they faced in getting an acceptable agreement together, without the US even attending.

Renewables are still the biggest feature in terms of growth

Against all these environmental issues, there is still a strong drive for more energy consumption,
especially in India, SE Asia, the Middle East, Latin America, and Africa. Between the two scenarios,
the IEA shows a 14% and a 28% growth in global energy demand between 2024-50.

Even though the IEA has developed a scenario where oil (and natural gas) demand continues to grow,
these increases are very modest in terms of the energy demand projections. So, although the pace of
growth in renewables is not as fast as in last year’s scenarios, they still account for the vast majority
of incremental energy demand through to 2050.

IEA Outlook for World Energy Supply*
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Higher oil (& bunker) prices; but not too high

Focusing back on oil. If oil demand does continue to grow, then upstream investment in the industry
will be required to keep pace, and prices are likely to rise with these investment needs. The graph
below illustrates the IEA scenario outlook for crude prices to 2050 in real terms, with one case
showing prices not much higher than current levels, and the other to levels just above $100/bbl.

Outlook for Crude Oil Prices
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What it all means for the bunker market

The IEA does reference the shipping industry in its report, outlining changes in tonne-km demand
and changes in the fuel mix for ship engines. The first pointer is they see a significant rise in demand
for shipping in both scenarios, up by 40-50% over the next 25 years (in terms of tonne-km).
However, they also see a significant increase in energy efficiency in the shipping sector.

As an overview, they see shipping’s dependency on oil falling from 90% in today’s market, to around
80% in 2035 and then to 70% by 2050. By 2050 the scenario is that natural gas and bioenergy will
make up around 25% of the market, with a further 5% coming from methanol, hydrogen, ammonia,

and other sources.

However, the overall shipping sector itself is growing throughout this period. So, under the ‘Stated
Policies’ case, demand for oil bunkers would remain more-or-less at today’s levels over the next 25
years, and there could be a very modest increase in oil bunkers under the ‘Current Policies’ case.

integr8fuels.com



TRADING INTELLIGENCE

Research and Advisory Services Division

It means that in volume terms the size of the oil bunker market could continue at close to today’s
levels for the next 25 years! At the same time, we would see a growing alternative fuels bunker
market that could be equivalent to around 40% the size of the oil bunker market.

Looking at the two |IEA scenarios, the growth in powering ships in the future will be taken up by
alternative fuels and efficiency gains, but it doesn’t look like the size of the oil bunker market will fall.
On this basis, we could see an overall industry strategy of carrying on with the oil bunker market as it
is, and look towards the growing markets of alternative fuels as the area of expansion.

£ ) .
4 Steve Christy

—~ “ Expert Contributor
Nt steve.christy@integr8fuels.com

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