
FLASH NOTE PICTET WEALTH MANAGEMENT 
ASSET ALLOCATION & MACRO RESEARCH  

04 May 2021 

 

OIL MARKET  

OIL PRICE FORECASTS REVISED UP 
 

 

 
1 OF 9 

 

 

SUMMARY 

› Back in mid-September 2020, when Brent was trading at USD43 per barrel, we 

forecast that  prices would rise by over 30% by end-2021 (see The gradual healing of 

the oil market is likely to continue). Since then, oil prices have outstripped our 

forecast, reaching USD69.7 on 11 March (+62% from mid-September) and hovering 

around USD67 at the beginning of May. 

› Global oil demand is likely to increase in H2 as vaccination campaigns lead to 

further easing of lockdowns in advanced economies, despite a recent increase in 

daily new covid-19 cases globally (see Vaccination campaign will increasingly 

support the recovery).  

› Global re-opening is reflected in higher forecasts for oil demand (by +230,000 

barrels per day on average in 2021, according to the International Energy Agency). 

By the end of the year, we expect global oil demand to be 3.7 million barrels per day 

(mbd) higher than it is now. Nonetheless, global oil demand is likely to remain 

3mbd below the level of Q3 2019, before the pandemic struck. 

› The expected increases in oil demand are perfectly manageable given abundant 

production capacity. Even after it has increased output by 1.6mbd as planned by 

July, OPEC+ will still be pumping 5.8mbd less than in April 2020.  

› OPEC+ is unlikely to let oil prices go too high because of fears of losing market 

share to the US. It is more likely to increase supply incrementally, depending on the 

rise in oil demand.  

› Should this be the case, oil prices could fluctuate around their current level. 

However, the return of the 1.5mbd of missing Iranian production would be a game 

changer. The Iranian presidential elections in June will be decisive in this regard. 

Setbacks on the pandemic front or an abrupt increase in geopolitical tensions 

(currently estimated to be close to zero) could also upset our forecast that oil prices 

will stay around current levels.  

› Taking into account developments in oil supply and demand, we have decided to 

adjust our year-end target for the barrel of Brent to USD69. 

 

Lockdown measures at the turn of the year have weighed on oil demand 

After a rapid rebound in 2020, the rise in oil demand was more fitful in the early months 
of 2021. Covid-19 cases forced the authorities to introduce new lockdown measures, 
notably in Europe. As a consequence, global oil demand has been quite volatile, 
particularly in January and February and global oil demand was flat in Q1 2021 
compared to Q4 2020. 
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CHART 1: OIL PRICES 

4 May 2021  

We expect further reopening of advanced economies in the months to come thanks to 
ongoing vaccination campaigns (see Vaccination campaign will increasingly support the 
recovery). A partial recovery of air traffic could have a significant impact on oil demand. 
In normal times, 10mbd were consumed by airline industry. Air traffic is still 25% below 
pre-pandemic levels, so, 2.5mbd are at stake here.  

 

CHART 2: GLOBAL OIL DEMAND 

  

 
CHART 3: GLOBAL OIL DEMAND (MONTHLY CHANGE) 

  

4 May 2021  
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Some other important sources of oil demand are already back close to or above pre-
pandemic levels. US gasoline demand is just 3% below its 2015-19 average, for example. 
Chinese oil demand is close to all-time highs. Further increases in global oil demand, 
notably in Europe, could see global oil demand rise by 3.7mbd by the end of this year to 
reach 99mbd. Nonetheless, this would still leave global oil demand 3mbd below where it 
was in Q3 2019, before the pandemic.  

CHART 4: TOTAL DEMAND FOR US MOTOR GASOLINE  

4 May 2021  

A cautious return to normal supply conditions 

On 1 April, OPEC+ decided to increase oil production quotas, starting in May.  By July, 
1.6mbd will have been added to world oil supply (0.9mbd from the OPEC (less Iran and 
Libya, which are not subject to quotas) and 0.7mbd from non-OPEC countries that have 
signed up to quotas, see  chart 5 for the list of countries). 

CHART 5: OPEC+ OIL SUPPLY 

4 May 2021  
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Saudi Arabia has announced that the 1mbd that it cut unilaterally in February will 
progressively come back on stream (250kbd in May, 350kbd in June, and 400kbd in July). 
Yet that will still leave Saudi production still 345kbd short of its July quota. 

Taking the planned increases in production into account, OPEC+ supply could reach 
38mbd in July—but will still be 5.8mbd below pre-pandemic levels. If we consider the 
excess capacity that prevailed before the pandemic (5.4mbd in March 2020, less 1.5mbd of 
Iranian capacity that is unlikely to come back next summer), supply capacity could still 
outstrip demand by close to 10mbd in July. In other words, OPEC+ has the means to 
respond to the expected increase in oil demand. 

Excess inventories have been soaked up 

OPEC+ members have been very disciplined since the outbreak of the pandemic at the 
start of 2020. In contrast to past practice, the vast majority of them have respected agreed-
upon production quotas. A few producers that were recalcitrant at the start have since 
fallen into line. Given that the excess inventories that resulted from the collapse in 
demand in 2020 have been absorbed by now, OPEC+ is back as the world swing 
producer,  able to open or shut the tap at will to influence the oil price. 

CHART 6: OECD CRUDE OIL AND LIQUID FUELS INVENTORIES 

 
4 May 2021  

How to limit supply to achieve higher prices? That is the question 

The break-even oil price for Saudi Arabia (for it to be able to fund government spending) 
is around USD80 per barrel. Riyadh would therefore clearly welcome higher oil prices. 
Last year, the kingdom took the lead in trying to persuade other OPEC+ members to 
refrain from supply increases in a bid to support oil prices. By contrast, Moscow has been 
afraid that leaving oil prices to rise too high will allow the US industry to gain market 
share. The argument is likely to continue this year. The strength of the economic recovery 
is another consideration. The pandemic is not over, especially in India. India is quite a 
closed economy, but it cannot be excluded that a resurgence in the pandemic there spills 
over into South East Asia and possibly derail the idea of a rapid global recovery.  



FLASH NOTE PICTET WEALTH MANAGEMENT 
ASSET ALLOCATION & MACRO RESEARCH 

04 May 2021 

OIL MARKET  

OIL PRICE FORECASTS REVISED UP 
 

 

 

 
5 OF 9 

 

 

 

CHART 7: US, RUSSIAN AND SAUDI ARABIAN OIL SUPPLY 

  

 
CHART 8: US CRUDE OIL EXPORTS 

 
4 May 2021  

A balanced market 

All in all, we expect OPEC+ to smooth supply increases to track changes in oil demand 
closely while it will try to avoid giving the US oil industry an advantage and at the same 
risk endangering the on-going economic recovery.  

The US shale oil industry has been hit hard by the crisis, forcing a wave of consolidation. 
The survivors need to coddle investors unimpressed by years of low returns. 
Nonetheless, rig count is increasing again (+79 year to date after -413 in 2020). So far, this 
increase in capacity is not translating into higher US production, which is almost flat (it 
has recovered by 0.9mbd since May 2020 but remains 1.8mbd below pre-pandemic 
levels). Yet US crude exports remain strong at 3.2mbd, making the US a major player in 
the oil market. 

All things considered, we think oil supply and demand will be largely in balance during 
the year. As a result, oil prices are likely to fluctuate around current levels.  
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CHART 9: WORLD OIL SUPPLY/DEMAND BALANCE 

 

4 May 2021  

The major risks to this scenario are, first, a possible come-back of the 1.5mbd of Iranian 
oil missing from the market. (Indirect) negotiations between the US and Iran seem to be 
growing warmer, with Washington probably eager to shore up moderate candidates in 
the Iranian presidential election in June. The prospect of a restart of the Iranian nuclear 
agreement sometime in 2022 would be sufficient to weigh on oil prices in H2 2021.  

Second, any setbacks on the pandemic front could force OPEC+ to postpone supply 
increases (or even reduce supply) to support prices.  

On the other hand, progress on the covid front and a strong and rapid recovery would 
boost oil demand and push prices higher. Moreover, a revival of geopolitical risks, 
currently close to zero, would build some extra risk premium into the oil price. The 
candidates for geopolitical risk are many, including confrontation between China and the 
US over Taiwan, the latent Ukraine-Russia conflict and the fierce rivalry between Saudi 
Arabia and Iran.  

Taking into account developments in oil supply and demand, we have decided to adjust 
our year-end target for the barrel of Brent to USD69 from USD55. 
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Banque Pictet & Cie SA is established in Switzerland, exclusively licensed under Swiss Law and therefore subject to the super vision of the Swiss Financial Market Supervisory 
Authority (FINMA). 

Pictet & Cie (Europe) SA is established in Luxembourg, authorized and regulated by the Luxembourg Financial Authority, Commission de Surveillance du Secteur Financier. 

This marketing communication is not intended for persons who are citizens of, domiciled or resident in, or entities registered in a country or a jurisdiction in which its distribution, 
publication, provision or use would violate current laws and regulations. 

The information, data and analysis furnished in this document are disclosed for information purposes only. They do not amount to any type of recommendation, either general 
or tailored to the personal circumstances of any person. Unless specifically stated otherwise, all price information is indicative only. No entity of the Pictet Group may be held 
liable for such information, nor does it constitute an offer or an invitation to buy, sell or subscribe to securities or other financial instruments. The information contained herein 
is not the result of either financial analysis within the meaning of the Swiss Bankers Association’s Directives on the Independence of Financial Research or of investment 
research for the purposes of the relevant EU MiFID provisions. All information and opinions expressed in this document were obtained from sources believed to be reliable and 
in good faith, but no representation or warranty, express or implied, is made as to their accuracy or completeness. 

Except for any obligations that any entity of the Pictet Group might have towards the addressee, the addressee should consider the suitability of the transaction to individual 
objectives and independently assess with a professional advisor the specific financial risks as well as legal, regulatory, credit, tax and accounting consequences. 

Furthermore, the information, opinions and estimates in this document reflect an evaluation at the date of initial publication and may be changed without notice. The Pictet 
Group is not under any obligation to update or keep current the information contained herein. If this document refers to the value and income of one or more securities or 
financial instruments, it is based on rates from the customary sources of financial information, which may fluctuate. The market value of financial instruments may vary on the 
basis of economic, financial or political changes, currency fluctuations, the remaining term, market conditions, the volatility and solvency of the issuer or the benchmark issuer. 
Some investments may not be readily realisable since the market in the securities can be illiquid. Moreover, exchange rates may have a positive or negative effect on the value, 
the price or the income of the securities or the related investments mentioned in this document. When investing in emerging countries, please note that the political and 
economic situation in such countries is significantly less stable than in industrialised countries, and they are much more exposed to the risks of rapid political change and 
economic setbacks. 

Past performance must not be considered an indicator or guarantee of future performance, and the addressees of this document are fully responsible for any investments they 
make. No express or implied warranty is given as to future performance. Moreover, forecasts are not a reliable indicator of future performance. The content of this document 
may be read and/or used solely by its addressee. The Pictet Group is not liable for the use, transmission or exploitation of the content of this document. Therefore, any form of 
reproduction, copying, disclosure, modification and/or publication of the content is under the sole liability of the addressee of this document, and no liability whatsoever will be 
incurred by the Pictet Group. The addressee of this document agrees to comply with the applicable laws and regulations in the jurisdictions where they use the information 
reproduced in this document. 

This document is issued by Banque Pictet & Cie SA. This publication and its content may be cited, provided that the source is  indicated. All rights reserved. Copyright 2021. 

Distributor: Pictet & Cie (Europe) S.A., London branch (“Pictet London Branch”) This is a marketing communication distributed by Pictet London Branch. 

This document sets forth neither a personal recommendation tailored to the needs, objectives and financial situation of any individual or company (investment advice as defined 
in the Financial Conduct Authority’s Handbook of rules and guidance (the “FCA Handbook”)), nor the results of investment research within the meaning of the FCA Handbook. 
Moreover, it does not constitute an offer, or an invitation to buy, sell or subscribe to securities or other financial instruments, nor is it meant as a proposal for the conclusion of 
any type of agreement. Furthermore, this document should not be considered a suitability report as Pictet London Branch has not received all the necessary information on the 
recipient to complete its suitability assessment, which covers the recipient’s knowledge and experience, tolerance to risk, investment needs and the recipient’s ability to absorb 
financial risk. Should its addressee decide to enter into any transaction in relation to a financial product referred to herein, this will be under the addressee’s sole responsibility, 
and the suitability/appropriateness of the transaction and other financial, legal and tax aspects should be assessed by an expert. 

Any information contained in this document is disclosed for information purposes only, and neither the producer nor the distr ibutor can be held liable for any fluctuation in the 
price of the securities. No express or implied warranty is given as to future performance. The opinions expressed reflect an objective evaluation of information available to the 
general public, such as rates from customary sources of financial information. The market value of securities mentioned may vary on the basis of economic, financial or political 
changes, the remaining term, market conditions, the volatility and solvency of the issuer or the benchmark issuer. Moreover, exchange rates may have a positive or negative 
effect on the value, the price or the income of the securities or the related investments mentioned in this document. It is also expressly noted that forecasts are not a reliable 
indicator of future performance, while past performance is not a reliable indicator of future results. 

You should take investment decisions only when you fully understand the relevant financial product and the risks involved. In particular, you must read the relevant product 
documentation (such as the issuance programme, final terms, prospectus, simplified prospectus and key (investor) information document), as well as Appendix 4: Risk Warnings 
Relating to Trading in Financial Instruments of the Terms and Conditions of Pictet London Branch. Structured products are complex financial products and involve a high degree 
of risk. The value of structured products depends not only on the performance of the underlying asset(s), but also on the credit rating of the issuer. Furthermore, the investor is 
exposed to the risk of default of the issuer/guarantor. 

In respect of any product documentation, including key information documents of Packaged Retail and Insurance-based Investment Products (“KIDs”) and key investor 
information documents of Undertakings for Collective Investment in Transferable Securities (“KIIDs”), please note that these may change without notice. You should therefore 
ensure that you review the latest version of them prior to confirming to Pictet London your decision to invest. If you have been provided with a link to access the respective 
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KID/KIID/other product document, you should click on the link immediately before confirming to Pictet London Branch your decision to invest so that you can review the most 
recent version of the respective KID/KIID/other product document. If you have not been provided with a link to access the relevant document, or if you are in any doubt as to what 
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The content of this document may be read and/or used solely by its addressee. Any form of reproduction, copying, disclosure, modification and/or publication in any form or by 
any means whatsoever is not permitted without the prior written consent of Pictet London Branch, and no liability whatsoever will be incurred by Pictet London Branch. The 
addressee of this document agrees to comply with the applicable laws and regulations in the jurisdictions where they use the information provided in this document. 
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and registered with the Luxembourg Registre de Commerce et des Sociétés (RCS no. B32060). Its head office is at 15A, avenue J .F. Kennedy, L-2016 Luxembourg. Pictet London 
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London, 5 Stratton Street, W1J 8LA. 
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BPCAL/Pictet HK branch has not taken any steps to ensure that the Investments referred to in this document are suitable for any particular investor, and accepts no fiduciary 
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and consult its own professional adviser(s) about any Investment, including the risks involved with transactions on such Investment. 

This document is not to be relied upon in substitution for the exercise of independent judgment. The value and income of any Investment mentioned in this document may fall 
as well as rise. The market value may be affected by, among other things, changes in economic, financial, political factors, time to maturity, market conditions and volatility, 
and the credit quality of any issuer or reference issuer. Furthermore, foreign currency rates of exchange may have a positive or adverse effect on the value, price or income of 
any Investment mentioned in this document. Accordingly, investors must be willing and able to, and effectively assume all risks and may receive back less than originally 
invested. 

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, expressed or implied, is made by BPCAL/Pictet 
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This document does not constitute the investment policy of BPCAL/Pictet HK branch, or an investment recommendation, and merel y contains the different assumptions, views 
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