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Crude oil and geopolitics: Middle East oil exports under pressure 
and tanker rates skyrocketing 

Middle Eastern crude exports remain close to pre-war levels, but the security situation has 

deteriorated again. Iranian attacks have reduced flows through Hormuz, while higher pipeline 

exports through Saudi Arabia and the UAE have compensated. The key question is whether these 

export levels can be sustained. 

Trump said Thursday evening that the US would not attack Iran before the midterm elections on 3 

November. He referred to productive talks, but the US blockade of Iranian ports remains in place. 

Iran is reviewing the US response to its proposal to reopen Hormuz within seven days. No 

agreement has been reached. 

The pace of attacks on shipping has increased sharply in October. UKMTO had recorded 12 

security incidents by Thursday, including an attack near Qatar. This extends the threat beyond the 

Strait itself and is particularly concerning for LNG exports. Crude flows through Hormuz have 

fallen, but pipeline exports across Saudi Arabia and the UAE have risen to around 6.7 mb/d. 

Developments in Yemen offer some relief. Saudi-backed government forces say they have retaken 

the coastline around Bab el-Mandeb as far north as Mocha. The Houthis dispute these claims. If 

sustained, the advances would reduce the immediate threat to the chokepoint and Saudi Arabia’s 

export route through the Red Sea. However, the East-West pipeline and Yanbu remain exposed to 

attacks. 

The physical oil market also remains much tighter than futures prices suggest. Dated Brent was 

assessed at USD 135.7/bbl on Thursday, compared with Brent futures around USD 103 on Friday 

morning. The benchmarks cover different delivery periods, but the gap highlights the cost of 

securing prompt supply. 

Exceptionally high tanker rates are a major part of the problem. Based on the Platts data discussed 

in our morning updates, shipping crude from the US Gulf Coast to China now costs more than USD 

40/bbl. From the Arabian Gulf to the Far East, the cost is around USD 35/bbl. This also helps 

explain Saudi Aramco’s sharp cut in November selling prices to Asia. Lower prices at the loading 

port partly compensate for higher transportation costs. The chart below shows how the cost of 

transporting one barrel of crude has developed.  

Hurricane Isaias adds a near-term risk. By Thursday, around 1.28 mb/d of US Gulf oil production 

had been shut in, while around 500,000 b/d of refining capacity was in or near the projected path. 

We maintain our view that a lasting US–Iran agreement before the midterms is unlikely. Our central 

scenario remains a more durable reopening of Hormuz in Q2 2027. High current exports are 

welcome, but do not mean that the supply risk has disappeared. 

 



GLOBAL RISK MANAGEMENT ENERGY MARKET DRIVERS    

 
3 

Dated Brent spread to the ICE Brent futures widen further, 

USD/bbl  

 

 
Source: GRM, Macrobond, Bloomberg 

Price of transporting one barrel of crude oil on major 

routes, USD/bbl  

             
Source: GRM, S&P, Bloomberg and own calculations 

 

Diesel, gasoil and MGO: No new IEA barrels, and the US export-ban 

risk remains 
The initial optimism over the G7 stock release last week has faded. Wednesday’s IEA meeting 

confirmed that the roughly 100 million barrels still to be released are part of the March agreement. 

Countries will accelerate deliveries and prioritise diesel, but the agreement does not add new 

barrels to previous commitments. 

France will release 10 million barrels of diesel. Contributions and timelines from other countries 

still need to be finalised, with further discussions expected on 14–15 October. This is hardly the 

rapid response Washington had hoped for. Relatively little additional diesel may reach consumers 

before the US midterms. 

We therefore maintain our assessment that the probability of a US diesel export ban before the 

election is 50/50. The G7 commitment to avoid export restrictions does not guarantee that the White 

House will refrain from acting if prices remain high. Broader access to red-dyed diesel and tax 

relief can reduce costs for some US consumers, but do not create new refinery production. 

US data underline the risk to international markets. Distillate inventories were broadly unchanged at 

105.1 million barrels last week, 12% below the five-year average. Diesel and gasoil exports rose to 

1.75 mb/d. Restrictions on these flows would be a serious problem for Europe and Asia. 

China provided some relief this week. Reuters reported Friday that around 3.7 million tonnes of 

diesel, gasoline and jet fuel have been approved for October exports. Shipments will therefore 

resume after the Golden Week pause.  

However, product supply remains considerably tighter than crude supply. Middle Eastern refined-

product exports have recovered much less to around 50-60 %, while Russian refinery problems and 

export restrictions continue to constrain availability. 

Stock releases can ease the immediate pressure, but they move supply from the future into the 

present. They remain a bandage on an open fracture. We continue to favour adding near-term 

product hedges on price declines, including using the discounts available further along the forward 

curve. 

0

5

10

15

20

25

30

35

40

45

USGC to China, USD/bbl Arab Gulf to far East, USD/bbl



GLOBAL RISK MANAGEMENT ENERGY MARKET DRIVERS    

 
4 

ICE gas oil (diesel) crack for October, USD/bbl  

 
Source: GRM, Macrobond, Bloomberg 

ICE gas oil (diesel) front-month future, USD/MT       

   
Source: IEA 

 

Our conclusion remains that consumers should use the easing to add product-specific hedges ahead 

of winter. Forward discounts (backwardation) can offer better entry levels, while purchased calls 

retain participation in further declines if diplomacy and stock releases deliver more lasting relief.  

 

ICE gas oil (diesel) crack 1M, USD/bbl  

 

 
Source: GRM, Macrobond, Bloomberg 

ICE gas oil (diesel) and Jet CIF NWE 1M forward curves, 

USD/MT 

 
Source: GRM, Macrobond, Bloomberg 
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Bunker markets: Wider East-West spreads and high freight costs 

MGO remains the bunker product most exposed to the tight middle-distillate market. Renewed 

Chinese exports may help, but local availability and delivery premiums remain important. 

East-West fuel oil spreads have widened, with Singapore strengthening relative to Rotterdam. Asian 

HSFO supply is tight, while ARA VLSFO is better supplied. Rising HSFO prices in Singapore have 

also narrowed the regional HI5 spread. 

Normally, wider price differences would encourage more cargoes to move east. Exceptionally high 

tanker rates are limiting that adjustment. Bunker consumers therefore need to consider both the 

product and the delivery region. Brent alone gives an incomplete picture of the price exposure. 

 

VLSFO, 0.5%, fuel oil, USD/MT (1M) 

 
Source: GRM, Macrobond, Bloomberg 

HSFO, 3.5%, fuel oil, USD/MT (1M) 

 
Source: GRM, Macrobond, Bloomberg 

 

VLSFO, 0.5%, cracks, USD/bbl (1M) 

 
Source: GRM, Macrobond, Bloomberg 

HSFO, 3.5%, cracks, USD/bbl (1M) 

 
Source: GRM, Macrobond, Bloomberg 

 



GLOBAL RISK MANAGEMENT ENERGY MARKET DRIVERS    

 
6 

HI5-spread, USD/MT (1M) 

 
Source: GRM, Macrobond, Bloomberg 

East-West spread, USD/MT (1M) 

 
Source: GRM, Macrobond, Bloomberg 
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European gas: Low inventories leave Europe exposed to a cold 

winter 

TFF traded close to EUR 80/MWh this week before easing to around EUR 77.6/MWh today. 

Uncertainty over Middle Eastern LNG exports and renewed attacks near Qatar continue to support 

prices. 

 

EU storage is around 73% full, while German storage is only around 59.3%. Mild weather has 

supported injections, and Germany’s requirement for additional SEFE purchases has helped. 

However, colder weather would increase heating demand and slow further injections the coming 

week. 

 

ENTSOG’s new winter outlook shows the risk. Under its reference winter, with Russian pipeline 

supply minimised, EU storage falls to 29% by the end of March with optimal LNG supply and 13% 

with tight LNG supply. 

 

Under a cold winter, storage falls to 11% in both scenarios. Even with optimal LNG supply, 7% of 

demand, equivalent to 237 TWh, would require demand reductions or remain unmet. With tight 

LNG supply, the share rises to 12%. These are scenarios, not forecasts, but they show how 

dependent Europe is on continued LNG arrivals. 

 

The recovery in crude exports cannot be translated directly into LNG. Gas lacks the same pipeline 

bypass options, while LNG shipping relies on specialised vessels and has less scope for ship-to-ship 

transfers. LNG freight rates have nevertheless fallen sharply from their spring peaks. The main 

constraint is access to supply, rather than the extreme transportation costs seen in oil. 

 

Low inventories at the end of winter would also increase next summer’s refill requirement. The risk 

therefore extends beyond the heating season. We remain concerned about winter exposure and 

continue to recommend high hedge ratios over the next six months. 

 
Still low German inventories  

 

 
Source: GRM, Macrobond, Bloomberg 

THE gas prices, EUR/MWh 

 

 
Source: GRM, Macrobond, Bloomberg 
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EUAs: The recovery continues after September’s compliance 

buying 

The EUA market has recovered most of the decline following the 30 September compliance 

deadline. The Dec-26 contract rose 3.6% during the week. Noteworthy, earlier in the week, buyers 

quickly absorbed a sell-off of more than EUR 2/t. This supports our view that the market remains 

relatively tight. 

 

Higher gas prices remain an important driver. Coal prices have not risen to the same extent, making 

coal-fired generation more competitive. German clean dark spreads remain attractive relative to 

clean spark spreads. More coal in the power mix means higher demand for allowances both from 

spot purchases and as power producers lock in attractive spreads in the forward market. 

 

Political developments are also somewhat more supportive. The European Parliament’s Greens, 

Socialists & Democrats and Renew favour stronger annual reductions in the emissions cap than 

proposed by the Commission and oppose international credits in the ETS reform. The Commission 

has also warned against proposed carbon-price controls. 

 

In our view, this reduces the risk of a substantial weakening of the ETS. However, negotiations 

continue, and proposals should not be confused with agreed changes to allowance supply. 

We still have little interest from speculative accounts in going long EUAs, which differs sharply 

from H2 2025.  

 

Stronger wind generation and weak industrial activity pull in the opposite direction. Nevertheless, 

the recovery after the compliance deadline, support from coal-fired generation and our expectation 

of a tighter balance in 2027–28 support adding consumer hedges on price dips. 

 
Positive dark spread (Germany) adds to coal use and EUA 

demand  

 
Source: GRM, Macrobond, Bloomberg 

EUA price and speculative interest 

 

 
Source: Bloomberg BI, GRM * grey bars are surrendering 

month 
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Hedging views (all products): Hedge ratio above benchmark. Length/duration 
below benchmark*. Consider options as a hedging instrument 

We published our Budget Commodity Outlook 2027 two weeks ago. See the link here. 

Oil and oil products 

From a risk-and-reward perspective, consumers should consider increasing hedge ratios for oil and 

oil products over the next three to six months. The geopolitical situation remains challenging.  

We expect better opportunities to enter full calendar 2027 and 2028 hedges. Hence, keep the 

length/duration below benchmark. 

In general, we say, “buy on dips”.  

EUAs 

We see value in adding to consumer hedging positions at current EUA price levels, given the 

continued tightness of the underlying market balance. Buying related to the 30 September surrender 

deadline may now fade, while attractive coal-generation margins can add to demand. Political 

intervention remains a risk as the ETS reform debate develops. 

Gas and LNG 

We remain concerned about gas consumers ahead of winter. European inventories are low, Hormuz 

may stay restricted for longer, Europe faces competition for LNG and Russian LNG imports are 

being phased out. Further precautionary buying could add to price pressure. 

The risk-reward balance favours high hedge ratios for gas and LNG exposure over the next six 

months, particularly winter. Better entry levels for H2 2027 and 2028 may materialise later. 

Instruments 

We generally recommend linear instruments, such as swaps and futures, for consumer hedging. 

Where curves remain in backwardation, they offer opportunities to lock in prices below spot, 

particularly in diesel, gasoil, jet fuel, VLSFO, natural gas and power. 

Purchased call options offer an alternative: consumers can cap their purchase price while retaining 

the benefit of falling prices. The premium adds to the effective price cap, and the maximum mark-

to-market loss on the purchased option is limited to the premium. 

Contact 

For structures tailored to your exposure, needs and risk profile, contact your sales contact at Global 

Risk Management. Our Budget Commodity Outlook 2027 provides further guidance for the budget 

process.  

*) By benchmark, we refer to the single company and its benchmark for hedge ratio and length/duration of the hedge  

 

https://www.global-riskmanagement.com/wp-content/uploads/2026/09/Budget-Commodities-Outlook-2027-1.pdf
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Oil, Gas, EUA, and FX price forecasts from GRM 

 

  

Oil and Bunker fuel 

 

 
 

EUA 

 
 

TTF 

 
 

FX 

 
Source: GRM, Bloomberg (Consensus)  
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Recent price developments 
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Disclaimer    

This marketing document, subject to modifications, is given for purely informative purposes and 

does not constitute a contract. This document is confidential, intended exclusively to the person to 

whom it is given, and may not be communicated to any third party, nor distributed to a person or in 

a jurisdiction where such distribution would be restricted or illegal and may not be copied in whole 

or in part, without the prior written consent of A/S Global Risk Management Ltd. 

Fondsmæglerselskab ("GRM"). The contents of this document are not intended to provide 

investment advice nor any other investment service, and the document does not constitute and under 

no circumstances should it be considered in whole or in part as an offer, a solicitation, advice, a 

personal recommendation to purchase or subscribe for an investment service and/or product, nor an 

invitation to invest in the class of assets mentioned herein. No investment decision or instruction 

should be based solely on this document. The information indicated in this document shall not be 

considered as legal or tax or accounting advice. Furthermore, accessing some of these products, 

services and solutions might be subject to conditions. Some of the products and services mentioned 

in this presentation are reserved only for a certain category of investors, and/or adapted to investors 

who are sophisticated and familiar with these types of investment products and/or investment 

services and/or class of assets. The reader of this document is responsible for observing all 

applicable laws and regulations of the relevant jurisdictions. Any simulations and examples 

included in this document are provided only for indicative and illustration purposes. The present 

information may change depending on the market fluctuations and the information and views 

reflected in this document may change. GRM does not take on any responsibility to update or make 

any revisions to this document and GRM does not offer any guarantee, express or implied, as to the 

accuracy or exhaustivity of the information. The historical data and information, including any 

quoted expression of opinion, have been obtained from, or are based upon, external sources that our 

company believes to be reliable but have not been independently verified and are not guaranteed as 

to their accuracy or completeness. Our company shall not be liable for the accuracy, relevance or 

exhaustiveness of this information. Past performance is not a guide to future performance and may 

not be repeated. Investment value is not guaranteed, and the value of investments may fluctuate. 

Estimates of future performance are based on assumptions that may not be realised and should not 

be deemed an assurance or guarantee as to the expected results of investment in such asset class(es). 

To the extent communicated in the United Kingdom, this promotion is directed only at (1) high net 

worth companies and other businesses of the type set out in Article 49 of the Financial Services and 

Markets Act 2000 (Financial Promotion) Order 2005 (FPO) and (2) investment professionals of the 

type set out in Article 19 of the FPO, and the services described in this promotion are available only 

to such persons. This promotion is not directed at any other UK persons, and must not be acted 

upon by any other UK person. This promotion is not intended for or directed at any person or legal 

entity within the US, nor any of its territories.  

 
 
 

 


