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Global Oil & Gas Demand 2026 — Shifts and
Implications

Introduction

In 2025, a review by ENERGY Insights & Analytics of global oil and gas demand emphasized
a market gradually decelerating after the post-pandemic rebound, with the energy transition
slowly eroding hydrocarbons’ share in the global energy mix. Twelve months later, the
picture has changed dramatically. The whole story remains intact, but it has been
overshadowed by an unprecedented (hopefully) short-term shock: the effective closure of
the Strait of Hormuz amid the 2026 Iran war. What was previously a tail risk has materialized
as the central event of the year’s start, reshaping price expectations, redrawing trade flows,
and creating both windfalls and risks/losses for hydrocarbon-dependent economies such as
Kazakhstan. This article revisits the demand outlook for oil and gas, considering these
developments, evaluates the implications of the hydrocarbon-based fuel supply and
petrochemical feedstocks in a context of supply shock, and examines what the new
environment means for Kazakhstan’s near- and medium-term economic trajectory.

Global Oil & Gas Demand Trends

Before the Hormuz crisis erupted, the underlying demand story in early 2026 had been one
of continued moderation. According to the Global Energy Review 2026 by the International
Energy Agency [IEA], overall global energy demand grew by approximately 1.3% in 2025,
noticeably below the previous decade’s 2.0% average. Within that, oil demand expanded by
only 0.7% last year, which is broadly in line with the IEA’s earlier expectations and confirms
the deceleration trajectory we flagged in 2025. The composition of growth has also become
increasingly diverged: while the United States added approximately 170 thousand barrels
per day [kbd] in oil consumption (driven largely by petrochemical feedstocks such as LPG
and ethane), the combined demand in the European Union, Japan, and Korea limited by
roughly 270 kbd. Regions with emerging economies, in particular Southeast Asia and Africa,
remained the principal source of incremental barrels, sustaining the global headline number.

The Hormuz disruption leads to reforecasting. In its May 2026 Oil Market Report, the IEA
revised its 2026 demand forecast down by 420 kbd (to 104 million barrels per day [mbd] for
the year), roughly 1.3 mbd below its pre-war estimate of +850 kbd growth, and a downgrade
more than five times the scale of its April projection. OPEC, in its Monthly Oil Market Report
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for May 2026, maintained a notably more positive view, projecting demand growth of 1.2
mbd for 2026, though this itself represented the first downward revision in eight months,
from the 1.4 mbd previously expected. The May 2026 Short-Term Energy Outlook by U.S.
Energy Information Administration [U.S. EIA] sits between the two, projecting near-flat 2026
demand growth of just 0.2 mbd.

Beyond 2026, most of the agencies anticipate a notable rebound as supply flows normalize.
OPEC raised its 2027 demand growth forecast by 200 kbd to 1.54 mbd, bringing total
consumption back to 107.9 mbd, essentially the same level as its pre-war forecast. The U.S.
EIA expects similar momentum, projecting demand growth of 1.5 mbd to 105.6 mbd in 2027.
The IEA has not yet published its full 2027 outlook “due to ongoing conflict in the Middle
East” and expects the 2027 forecast to be available in the June 2026 edition. The summary
table below consolidates these forecasts alongside a consensus (simple) average.

in mbd
Source 2025 actual 2026 forecast | 2027 forecast
IEA Qil Market Report (May 2026) 104.4 104.0 N/A
OPEC Monthly Oil Market Report (May 2026) 105.2 106.3 107.9
U.S. EIA Short-Term Energy Outlook (May 2026) 104.0 104.2 105.6
Average / consensus 104.5 104.8 106.8

Source: compiled based on public information

As in the 2025 edition, we consider averaging various perspectives a reliable approach: all
institutions remain credible, but their methodological differences create a natural range. The
new wrinkle in 2026, however, is that the demand path is no longer determined by
underlying trends alone; it has been (hopefully) temporarily but powerfully overridden by
supply constraints, to which we return in a dedicated section below.

The maturation of the post-pandemic mobility rebound, the continued penetration of electric
vehicles (particularly in China, where EVs now account for an increasing share of new vehicle
sales), and the deceleration of road-transport fuel consumption in OECD economies all weigh
on the trajectory of oil demand. The U.S. stands out as the principal advanced-economy
outlier, with rising petrochemical feedstock demand offsetting declines in road transport.

Global (natural) gas demand, in contrast to oil, has continued to advance. The IEA expects
global gas consumption to reach a new all-time high in 2026, with demand growth
accelerating to approximately 2%, supported by the liquefied natural gas [LNG] wave.
Industry and the power sector are forecast to contribute roughly half of the incremental
demand. Asia is again the center of expansion, with regional demand projected to grow by
more than 4%, equivalent to roughly half of global incremental gas consumption, while
European demand is set to contract by another 2% as renewables continue to displace gas-
fired generation.

Global gas demand growth in 2025 slowed to below 1% in 2025, well below the 2024 pace,
and Asia (long the principal engine of LNG offtake) was the main reason. Incremental gas
demand in 2025 was therefore led by Europe, North America, and the Middle East rather
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than by Asia. Europe's gas demand grew by around 3%, with colder weather lifting
residential and commercial consumption and, importantly, weaker renewables output
pushing power-sector gas burn higher by more than 10%, a near-mirror image of the
renewables-driven displacement we described for 2024. European LNG imports surged to an
all-time high of over 175 billion cubic meters [bcm] in 2025 as the region locked in volumes
ahead of the Russian gas phase-out. North America added steady volumes through data-
center load growth and industrial offtake, while the Middle East absorbed a rising share of
regional production into petrochemicals and domestic power generation.

Annual change in gas demand by region, 2023-2025
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The displacement of higher-carbon fuels, extreme weather events, and the rapid build-out
of Al data centers, which the IEA notes lifted regional power demand by as much as 17%
in select markets, are all supportive of gas demand. None of these drivers has been
overturned by the events of 2026; they have, however, been eclipsed by a far more acute
concern: the disruption of the world’s most critical oil chokepoint.

The Strait of Hormuz: An Unprecedented Supply Shock

The Strait of Hormuz, through which roughly 20% of global oil supply flows, has been at the
center of the 2026 energy story. Following the escalation of hostilities between Iran on one
side and the United States and Israel on the other from late February 2026, Iran moved to
effectively obstruct vessel transit through the Strait, while the U.S. imposed a parallel
blockade on Iranian ports. The scale of the disruption is without recent precedent: daily
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vessel transits through the Strait collapsed from a typical range of 100—160 ships per day in
January and February to near zero from early March onward, and hundreds of commercial
vessels have been trapped in the Persian Gulf, unable to reach the open sea.

The framework proposed by S&P Global Energy in the recent webinar “Shockwaves around
the barrel: oil, oil products, petrochemicals” provides a useful lens for analyzing the crisis as
it evolves through three sequential phases. The first is a trade-flows crisis, in which physical
disruption emerges, but global demand and supply remain nominally balanced, with short-
term imbalances absorbed by inventories. The second is a production crisis, in which
sustained closure forces output curtailments at Persian Gulf fields and in destination
refineries, materially affecting crude and product supply, with strategic petroleum reserve
releases temporarily delaying the move to the next phase. The third is a demand crisis, in
which markets can no longer balance through supply adjustments or inventory drawdowns,
and physical and price-driven demand destruction becomes the binding constraint. By late
April 2026, the market had clearly moved beyond the first phase and was operating
somewhere between the second and the third.

The quantitative dimensions are striking. Persian Gulf crude oil exports collapsed from
approximately 17-19 mbd in the 2025 monthly average to roughly 4 mbd in April 2026 — a
reduction of around 14 mbd. Product exports from the same region fell from approximately
4.5-5 mbd to about 1.3 mbd, a further loss of around 6 mbd. The combined headline
disruption thus reaches close to 20 mbd. A portion can be redirected through alternative
routes that bypass the Strait: roughly 5 mbd via the East—-West pipeline to Yanbu on Saudi
Arabia’s Red Sea coast, and another 1-2 mbd through Fujairah on the UAE’s Gulf-of-Oman
side. Even after accounting for these workarounds, the remaining shortfall stands at
approximately 13—-14 mbd. This is a figure that no spare-capacity story can credibly fill: as
JPMorgan noted in late April, “Saudi Arabia and the United Arab Emirates would normally
raise output to address such a shortfall, but their ability to do so has been severely limited”
precisely because the affected exports themselves transit the same blocked waterway.

A particular concern, and one that distinguishes the present crisis from previous Middle East
flashpoints, is the time required for the system to normalize once the Strait reopens.
According to recovery modelling by S&P Global Energy, a one-month closure would require
approximately 10 weeks from the moment of reopening for impacted upstream assets to
return to pre-conflict 2025 production rates, while a two-month closure would extend the
recovery window to roughly 15 weeks. Importantly, these curves do not represent a restart
from zero; the affected fields are already producing at reduced curtailed rates. The
implication is that even an immediate diplomatic breakthrough would not translate into an
immediate price normalization. Morgan Stanley shares this assessment, stating that it
expects oil supply chains to “take months to normalize even if a reopening of the Strait of
Hormuz can be achieved”, with its base case envisaging Persian Gulf exports recovering only
about 70% of lost volumes between May and July and returning to steady-state levels by
October.

4


https://www.spglobal.com/energy/en
https://www.cnbc.com/2026/04/24/jp-morgan-oil-prices-higher-iran-war.html
https://energynow.com/2026/04/morgan-stanley-maintains-oil-price-forecasts-and-predicts-slow-recovery-in-supply/

JENERGY )i

The price response has been correspondingly sharp. According to the May 2026 Short-Term
Energy Outlook by U.S. EIA, the Brent crude oil spot price averaged $117 per barrel [bbl] in
April, $46/bbl higher than the February average and the highest monthly average since June
2022, with daily prices reaching as high as $138/bbl on April 7. The acute physical squeeze
is also visible in the spot-versus-futures spread: fewer physical barrels available for near-
term delivery widened the differential between spot and front-month futures to nearly
$30/bbl in early April as buyers bid to replace disrupted supplies. Global oil inventories are
expected to fall by an average of 8.5 mbd in 2Q26, pushing Brent prices to an average of
around $106/bbl in May and June, with production shut-ins peaking at nearly 10.8 mbd in
May as storage limits force additional curtailments. Once traffic through the Strait of Hormuz
gradually begins to resume in June and shut-in production returns, the U.S. EIA expects
prices to decrease to an average of $89/bbl by 4Q26, easing further to $79/bbl in 2027 as
inventories rebuild. A one-month delay in reopening the Strait would push near-term prices
more than $20/bbl above the current baseline.
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The downstream consequences of the crude supply shock extend across both oil and gas
markets. On the oil side, the sharp reduction in Persian Gulf crude exports has translated
directly into tighter refined product availability, with crack spreads for gasoline, jet fuel, and
diesel surging to levels not observed since the immediate aftermath of the Russia-Ukraine
conflict. On the gas side, the crisis has introduced a parallel disruption: Qatar, which is a
significant LNG supplier to Asian and European markets, has been forced to curtail shipments
through the Strait, with several counterparties invoking force majeure clauses on LNG and
gas-related contracts. The effective closure of the Strait has thus simultaneously tightened
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both crude and gas supply chains, compounding price pressures across the hydrocarbon
complex.

According to S&P Global Energy's analytical framework, the market has now entered a phase
in which supply constraints are actively driving demand destruction through two distinct
channels: price-driven demand reduction (affordability) and physical unavailability of supply
(access). As it was noted, once strategic petroleum reserve releases and spare capacity
adjustments are exhausted, there are no remaining buffers to absorb the deficit, and the
market must balance through demand curtailment. JPMorgan estimates that April 2026
demand has already been reduced by approximately 4.3 mbd, primarily in the Middle East
and Asia, where reliance on Gulf crude is highest, partially offsetting the supply loss.

Implications of Energy Transition

The 2026 Hormuz shock has not paused the energy transition, but it has clarified what it
actually is in the near term: less a globally synchronized substitution of "clean" electricity for
hydrocarbons, and more a regionally uneven response to the price and security of oil and
gas themselves. Because oil and gas serve transportation, industrial heat, and
petrochemicals, while wind and solar serve power generation, the two operate on largely
parallel tracks rather than as direct substitutes. The current crisis is therefore not
accelerating a like-for-like replacement of barrels and cubic meters with electrons; it is
accelerating the decisions of import-dependent economies to reduce their exposure to
hydrocarbon price shocks.

Europe is the clearest case. The Dutch TTF benchmark spiked by 70-100% in the weeks
after the Strait closure, and the European Union has paid an additional roughly €24 billion
for fossil fuel imports since the start of the conflict, even though only around 10-12% of
European LNG comes from Qatar via the Strait. On 22 April 2026, the European Commission
responded with the AccelerateEU package, a non-binding but politically pivotal plan that
explicitly frames the crisis as a "strong reminder of the need to accelerate electrification, the
roll-out of additional domestic clean energy production, and the energy transition", with
proposals around faster grid upgrades, reduced electricity taxes and network fees, and
reallocation of EU funds and carbon revenues toward industrial electrification. Goldman
Sachs Research estimates that the renewed crunch could lift European power demand by
1.5-2% per year in 2026-2027 and by 2-4% per year by the end of the decade, accelerating
an electrification path that had been stalled at roughly 20% of final energy consumption for
years. Notably, the more serious damage from the 2022 gas crisis is still visible in the
baseline: European gas consumption has fallen from roughly 540 bcm pre-crisis to around
430 bcm, with industrial gas demand alone down by approximately 26%, much of which
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reflects permanent plant closures rather than reversible fuel-switching. The 2026 shock
layers a fresh oil-price impulse on top of an industrial base that has not yet recovered.

Import-dependent economies in advanced Asia (Japan, Korea, and to a lesser extent coastal
China) face a milder version of the same calculus, with similar acceleration of efficiency
standards and selective electrification in transport and industry. By contrast, in markets with
cheap domestic hydrocarbon supply (the United States, the Gulf, and most large
hydrocarbon producers, including Kazakhstan), the immediate transition pressure remains
modest, with policy and investment priorities continuing to favor resilient hydrocarbon supply
chains alongside a gradual build-out of low-carbon options.

For producing nations, including Kazakhstan, the strategic message is therefore more
nuanced than a simple "transition is accelerating": the actual deceleration of oil demand
growth that we discussed in our 2025 edition continues to unfold, but the pace and shape
of that deceleration will differ sharply between import-dependent markets responding to
price stress and resource-rich economies whose competitive position rests on continued
hydrocarbon supply.

Kazakhstan: Windfall in the Short Term, Risk in the
Medium Term

Kazakhstan’s position in the current environment is unusually nuanced. The country’s GDP
and exports depend significantly on oil and gas, and roughly 80% of its crude exports in
2025 are bound for Europe (mostly) via the Caspian Pipeline Consortium [CPC] system, a
significant dependence we examined in detail in our recent article «Crude Oil Transportation
— Midstream Sovereignty of Kazakhstan». In normal times, a sustained Brent price in the
$100-120 range would be unambiguously positive for the national budget. The 2026
situation, however, is more complex.

On one hand, the supply disruption has materially supported Kazakh grades - CPC Blend and
KEBCO. Asian buyers, suddenly cut off from a large share of Middle East crude, have pivoted
aggressively toward light Atlantic-basin and Caspian grades. The CPC Blend premium to the
Dated Brent strip jumped to approximately $7 per barrel CIF in April 2026, compared with
typical historical discounts of -2 to -4 $/bbl; KEBCO premiums to the Mediterranean Dated
strip rose by a comparable magnitude. CPC Blend exports reached a six-month high in March
2026 after the January disruptions associated with infrastructure attacks and Tengiz field
outages, providing a meaningful revenue boost.

On the other hand, the country has not escaped operational headwinds. Kazakhstan
produced 99.6 million tons of crude oil and gas condensate in 2025 - a 12% year-on-year
increase driven primarily by the Tengiz expansion. The 2026 plan originally targeted a record
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100.5 million tons, but in March 2026, the Ministry of Energy revised this expectation
downward to a range of 96-98 million tons, citing attacks on CPC infrastructure and fires at
the Tengiz field. Q1 2026 CPC exports dropped by a substantial 29% year-over-year, from
16.4 million tons to 11.7 million tons, due to operational disruptions. Volume losses are
therefore partially offsetting the price windfall, which is a reminder that for Kazakhstan,
transit infrastructure is as important as global prices.

Macroeconomic forecasts have been adjusted accordingly. The Asian Development Bank’s
April 2026 outlook projects Kazakhstan’s GDP growth at 4.8% in 2026 and 4.5% in 2027,
explicitly conditioned on an early stabilization of the Middle East conflict, with inflation
expected to slow to 10.4% in 2026 and 9.5% in 2027 as monetary conditions remain tight.
The World Bank’s parallel forecast envisages 4.6% growth in 2026 and 3.9% in 2027. These
projections are constructive, but they rest on a relatively benign assumption regarding the
Hormuz Strait; a prolonged closure would expose the economy to two related risks. The first
is a sharper demand contraction in Kazakhstan’s principal export markets, a particularly
sensitive channel given that Kazakhstan became the EU's second-largest crude supplier in
2025, overtaking Norway. Eurozone GDP growth has already been trending below 1% in
recent forecasts, and sustained crude prices above $100 would compound that headwind.
The second is the long-term recoverability of upstream assets after periodic disruptions,
including those at the Tengiz field; as the S&P Global production-recovery curves illustrate
for Gulf fields, returning to pre-event output is a multi-month process even under benign
scenarios.

For Kazakhstan’s gas industry, the picture is again more contained. As we discussed at length
in «Natural Gas Sector — Energy Sovereignty of Kazakhstan», export sales accounted for only
about 11% of national natural gas balances over 2021-2024, making the segment
significantly less exposed to global demand shifts than crude. The principal challenges
remain domestic: expanding sour-gas processing capacity, ensuring sufficient supply for the
rapidly growing domestic market, and supporting downstream value-added projects.

The Bottom Line

The narrative ENERGY Insights & Analytics presented in 2025, with gradually decelerating
oil demand growth and a constructive medium-term outlook for adapting hydrocarbons,
remains broadly intact. Gas demand advanced only modestly, with Asia subdued and Europe
lifted more by weak renewables output than by a real industrial rebound. Beneath these
slower-moving fundamentals, however, 2026 has delivered a supply shock without modern
precedent. The closure of the Strait of Hormuz has stripped a large share of Persian Gulf
crude and product flows from markets, sent Brent and LNG prices to crisis-era levels, and
imposed multi-month recovery lags even under the most favorable reopening scenarios.
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The crisis has done more than reprice the barrel. It has reframed how import-dependent
economies think about energy. For the European Union in particular, the response embedded
in the AccelerateEU package and the explicit linkage between energy and defense spending
make clear that energy security has become a strategic priority on par with industrial
competitiveness. For oil-exporting jurisdictions, the same shock has exposed the cost of
concentrated routes and single-buyer dependencies.

Kazakhstan sits at the intersection of both stories. The country has captured a windfall on
Caspian grades while simultaneously absorbing a sharp drop in physical exports. Its rise to
becoming a leading supplier of oil to the European Union deepens its relevance to European
energy security, but also its exposure to any future disruption of the same routes.

The implication is that diversification is no longer a long-horizon ambition but an operational
necessity. The agenda ENERGY Insights & Analytics set out in a series of articles on energy
sovereignty is precisely the agenda that the 2026 environment “rewards”. The start of this
year has shown that energy sovereignty, understood as the ability to keep producing,
processing, and delivering hydrocarbons under stress, is a formidable asset for any energy-
exporting country.
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ENERGY Insights & Analytics

Analytical center "ENERGY" LLP (ENERGY Insight & Analytics) is a joint venture between the
KAZENERGY Association and the IT company AppStream. The company aims to become a
primary source of data, analytical insights, and recommendations for Kazakhstan's oil, gas,
and electric power industries, enabling decision-makers to analyze and forecast key industry
indicators, with detailed profiles of leading market players. The activities of ENERGY Insight
& Analytics encompass the entire analytics cycle, comprising the following stages:
Descriptive, Diagnostic, Predictive, and Prescriptive analytics.

The key tool and product of ENERGY Insight & Analytics is internally developed software -
the Analytical Platform EXia, aimed at identifying, localizing, formatting, and presenting data
most efficiently for the specified use cases.

Disclaimer

This document is for informational purposes only. The information in this document is not a
recommendation to buy, hold until maturity, sell any securities, or make any investment
decisions, and is not a call for action.

Any statement, estimate, or forecast included in this document regarding the expected future
results may not be accurate and, therefore, should not be relied upon as an obligation or
assurance regarding future results. Analytical Center “ENERGY” LLP (hereafter — ENERGY
Insight & Analytics) does not assume any obligation or liability with respect to the recipient
or any other person for damage or loss of any kind resulting from the use or erroneous use
of this document or its part by the recipient or other person; does not accept and does not
assume any future obligations to update the document or its part or to clarify or notify any
person about inaccuracies contained in the document or its part that may be revealed.

ENERGY Insight & Analytics materials cannot replace the knowledge, judgment, and
experience of users, their management, employees, consultants, and/or clients when making
investment and other business decisions. ENERGY Insight & Analytics receives information
from sources that are, in the company's opinion, reliable, but ENERGY Insight & Analytics is
not responsible for the accuracy of the information, i.e., does not audit or otherwise verify
the data presented, and is not responsible for its accuracy and completeness.

Contact and Follow Us
www.exia.kz

@ info@exia.kz
8) https://www.linkedin.com/company/energy-insight/
e 10 D. Kunayev street, Astana, Kazakhstan
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