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Market Fundamentals — Supply, Demand, and 

Prices 

Supply Growth & Inventory Surplus: 

Global oil production is forecast to increase in 2026, driven by both OPEC+ and 

non-OPEC producers, including the U.S., Brazil, and Guyana. 

The U.S. Energy Information Administration (EIA) projects global oil inventories will 

continue rising through 2026, exerting downward pressure on prices. 

Many analysts view 2026 as a strong year, with production growth outpacing 

demand — leading to a glut or surplus in global markets. 

 Oil Price Trajectory: 

Forecasts for benchmark Brent crude in 2026 range from mid–$50s per barrel on 

average, reflecting oversupply, to somewhat higher projections later in the year as 

producers try to rebalance. 

The EIA’s Short-Term Energy Outlook suggests Brent around ~$56/b in 2026, 

below recent historical averages. 

Natural Gas Trends: 

Natural gas markets are comparatively stronger than oil, supported by rising 

demand and expanding LNG exports. 

Gas prices (e.g., Henry Hub in the U.S.) are expected to be higher in 2026 

compared with recent lows, driven by greater export volumes. 
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Demand Dynamics and Sector Activity: 

Oil Demand Drivers: 

Growth in oil demand is expected to continue in 2026, primarily led by 

transportation fuels and petrochemical feedstocks. 

However, structural factors like EV adoption and energy efficiency are moderating 

long-term oil demand growth. 

Regional Demand Patterns: 

Asia (China, India) remains a key driver for demand growth in both oil and natural 

gas. 

Natural gas demand in Asia, especially for LNG, is expected to grow sharply in 

2026. 

Production, Exports & Supply Chain:  

U.S. Role -The U.S. continues as a leading producer, though its oil production may 

plateau or slightly decline in 2026 as prices restrain drilling activity. 

 

LNG export capacity is expanding rapidly, making the U.S. a major swing supplier 

in global gas markets. 

 

OPEC+ and non-OPEC Dynamics: 

OPEC+ has made some voluntary cuts and, coupled with high production from 

non-OPEC nations, contributes to the oversupplied market environment. 

Geopolitical tensions (e.g., Russia, Iran, Venezuela) remain a wildcard but so far 

haven’t triggered significant disruptions. 

 

Transition Pressures & Strategic Shifts: 

Energy Transition Pace-Despite decarbonization ambitions, the oil and gas 

sector’s transition toward lower-carbon operations is slowing, with companies 

taking a cautious approach amid market uncertainty. 

Technological & Operational Change -Operational focus in 2026 is likely to be on 

efficiency, digital tools, and cost control, rather than large increases in upstream 

capital spending. 



Carbon Capture & Integrations: 

Carbon capture technologies and partnerships (e.g., utility and tech 

collaborations) aim to make gas power generation cleaner — but remain a long-

term play due to cost and complexity. 

Geopolitics & Macro Risks: 

Fiscal Impacts -Major oil-dependent economies, such as Russia, are seeing 

declines in oil and gas revenue due to lower prices and currency effects — 

impacting government budgets. 

Strategic Deals -Large LNG supply agreements (e.g., between UAE and India) 

illustrate how energy trade relationships are evolving in response to shifting 

supply patterns and industrial demand. 

 

Summary — 2026 Industry Outlook at a Glance 

Oil price trend: Weak to moderate, average mid–$50s/barrel 

Oil supply: Growing, surplus persists 

Oil demand: Increasing slowly, led by transport & petrochemicals 

Natural gas; Stronger demand & price forecasts, rising LNG exports 

Transition: Slowed pace; focus on cost efficiencies and emissions 

management 

Geopolitics: Continued influence on supply dynamics and fiscal health 

Other Factors: 

Global economic shifts (recession risk or growth acceleration) that could alter 

demand. 

OPEC+ policy changes or new production cuts. 

LNG infrastructure expansions and pricing differentials across regions. 

Technological adoption in decarbonization and digitalization across the industry. 
 


