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The following report presents
short-term, mid-term, and
long-term forecasts for crude
oil prices. Also, the main
drivers of oil demand and its
price are reviewed.

May 2021



mailto:info@expertmasters.ir
expertmasters.ir
tell:+9828428576
mailto:info@expertmasters.ir
expertmasters.ir
tell:+9828428576
mailto:info@expertmasters.ir
expertmasters.ir
tell:+9828428576
mailto:info@expertmasters.ir
expertmasters.ir
tell:+9828428576
mailto:info@expertmasters.ir
expertmasters.ir
tell:+9828428576
mailto:info@expertmasters.ir
expertmasters.ir
tell:+9828428576
mailto:info@expertmasters.ir
expertmasters.ir
tell:+9828428576
mailto:info@expertmasters.ir
expertmasters.ir
tell:+9828428576

INtrodUCHIioON ..o e e 2

History of oil prices..............cooiiiii 2
Main Factors on Oil Prices ..., 4
Oil Price Forecasting Methods .......................... 4
ASSUMPLIONS .. .o 5
Oil price forecast .......coviiiiiiiii 8
Global Forecasts.......oooiiiii 8
ReSUITS ... e 9
Priceofthe day ... 9

Short Term and Mid Term
Up to 2050 Forecast




Introduction
History of oil prices

We know supply and demand forces can shape the oil prices chart, but two other strong
factors affected oil prices. With a glance at the history of oil prices, these factors can be

seen clearly.

< Wars
<+ Economic crises

The effects of the above factors depends on whether it targets the supply side or the
demand side, could be far different. For example, September 11, pushed down oil prices
because it happened in a country that consumes crude oil and crude oil consumption is
expected to fall. On the other hand, the war in Iraq and Kuwait and the Arab-Israel war
have led to an increase in the price of crude oil because it has disrupted the security of oil

supply.

Therefore, it will not be an easy job to forecast the long-term crude oil prices. But assuming
the elimination of war and deep crises from the equations, it is easier to picture the general

and long-term trend in crude oil prices.
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FigureT - historical oil price and effecting events
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Main Factors on Oil Prices
Given the above assumption, the factors affecting oil prices can be categorized as follows:

*» Population growth

*» Global economic growth

«» Supply and demand of crude oil
% Growth of renewable energy

% International requirements for reducing carbon emissions

Oil Price Forecasting Methods

Crude oil price forecasting methods are divided into three general cateqories:

Y/

«» Econometric method

Y/

“ Machine learning and neural network method

% Innovative methods

The innovative approach is mainly based on surveys, professional knowledge, experiences,
ideas, and insights. One of the methods of the innovative approach is based on "no
change", in which the current price is considered the best forecast for the future. This
method, despite its simplicity, has proven to be more effective than other innovative
methods. Methods based on econometrics and machine learning make more accurate
predictions. Although the problem for both groups is that they are retrospective in
predicting the future. (Source)



https://www.sciencedirect.com/science/article/pii/S167498711630086X#:~:text=Econometric%20models%20are%20the%20most,et%20al.%2C%202009).

Assumptions

e Population growth
The population in 2050 is estimated at 9.7 to 9.9 billion, according to UN and other
independent studies. Besides, according to studies, population growth will stop by about
11 billion by 2100. Currently, the average global population growth rate is about 0.8%,

which will reach zero by 2100. The current population of the earth is 7.9 billion.

25 % population growth by 2050

e Global economic growth
According to the World Bank, GDP at the end of 2020 was 4.5 percent lower than at end
of 2019. According to reliable forecasts, global GDP (base scenario) will be $ 100 trillion
by 2025 and $ 176 trillion by 2050. (Source)

The chart below illustrates the growth of global GDP with three scenarios: pessimistic,
basic, and optimistic. The average growth rates of each scenario are 1.5%, 2.5%, and

3.5%, respectively.

110 % world economic growth by 2050
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FigureU : Global GDP up to 2050 with 3 scenarios - figures in Billion $- world bank



https://www.statista.com/statistics/268750/global-gross-domestic-product-gdp/#:~:text=In%202019%2C%20global%20GDP%20amounted%20to%20about%2087.55%20trillion%20U.S.%20dollars.&text=Gross%20domestic%20product%2C%20also%20known,a%20country%2C%20often%20measured%20annually.

e Demand of crude oil
Despite the sharp fluctuations in crude oil prices, demand of oil shows a more stable trend.
According to the charts below, crude oil demand is more affected by economic growth
than its price. The average global GDP growth (GWP) from 2000 to 2020 was 4.8% and

the average growth of crude oil consumption in the same period was 1%.
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FigureV : compering oil price, oil consumption, and global GDP- figures in B$ - BP reports
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FigureW : oil consumption forecast up to 2050 in three scenarios - average of growth for each
scenario are 0.6%, 0.8%, and 1.2% respectively

It should be noted that although the share of oil in the international energy basket is
declining, its growth is still positive and until the growth of oil consumption is not negative,
the phenomenon of peak oil will not appear, which according to economic growth (2.5%),

and population growth (0.7%) in the 2050 horizon is justified.

On the other hand, if due to the phenomenon of oil peak, (oil demand decreases) the
price of oil decreases and again becomes a cheap source for various industries, so the

demand and its value increase again.

Furthermore, previous false predictions on peak oil create the impression that the oil peak
theory has become a subversive prediction (self-destruct prediction), and analysts at the
end of each false forecast, bring reasons to explain why it didn't happen. The reason these
predictions didn't come true is that the predictions are retrospective, while the future is

made with future tools. So, based on the all above statements, we don’t consider the oil
peak in our study.




Oil price forecast
Global Forecasts

According to the short-term forecast of the Energy Information Administration (EIA)
published on April 6, 2021, the price of Brent oil for the second quarter of the year is
estimated at $ 65 and for the second half of 2021 $ 61. The EIA forecasts the nominal
price of Brent oil for the future as follows:

By 2025, $ 66

<\

By 2030, $ 89
v By 2040, $ 132
v By 2050, $ 185

In 2 report released by Rigzone magazine on March 4, 2021, Brent oil averaged $ 64 for
2021, $ 5 higher than the previous forecast. This is how the report predicted the far years:

v 2022, $ 63
v’ 2023, %67
v’ 2024, %70
v 2025, $ 72
Bloomberg Brent oil prices for 2021 is $ 56 and
v’ 2022, $58.2
v’ 2023, $60
v 2024, % 63
v’ 2025, $ 62

At the end of January 2021, the Oi/Price website forecasts the average WTI price for 2021
to be between 50 and 55.

The International Energy Agency (IEA) predicts in an oil market report released in March
2021 that oil consumption will recover 60% drop in 2020 to 5.5 million barrels and return
to 2019 production levels in 2023. The agency forecasts WTl at $ 58.9 and Brent at $ 62.3

for 2021. It also forecasts 2022 at $ 56.7 and $ 60.5, respectively.

FXempire analysis on April 14, 2021, forecasts US short-term oil prices at $ 65 (current
price $ 62) and North Sea oil prices at $ 67 (current price $ 65).




Results

Price of the day

The current price of one barrel of crude oil is as shown in the table below:

Table 1 : benchmark oil prices - (Iran prices delivery in Mediterranean) - April 20 2021-
Oilprice.com

type Price ($/bb/)
Brent 64
Wl 68
OPEC basket 65
Dubai 63
Iran light 64
Iran heavy 62
Iran Forozan blend 62

Short Term and Mid Term

The average Brent price for the second quarter of 2021 is projected at $ 65, and for the
second quarter of the year due to seasonal decline in transportation demand is forecast at

9 $61.

Our forecast for the 2021 average is $ 62. For 2022 and 2023, we forecast $ 63 and $ 65,
respectively.




Up to 2050 Forecast

The following charts and tables provide nominal and real price forecasts.
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Table 2: nominal price forecast in three scenarios
year 20271 2022 2023 2024 2025 2030 2035 2040 2045 2050
base S62 S64 S65 S67 S68 S76 S84 $92 $100 $108
Optimism S65 S67 S68 S70 $72 s81 $92 S$107 S124 S$143
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Table 3 : real price forecast in three scenarios
year 2021 2022 2023 2024 2025 2030 2035 2040 2045 2050
base S60 S61 S60 S60 S60 S59 S58 S56 $54 S51

Optimism | $64  $64  $64  $64 $64  $64  $64  $65  $67  $68
pessimism | $57 4§57  $56  $55  $54  $50  $47 43  $40  $37
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Figure 5 : Comparison of recent forecasts - Brent oil price forecast - 2027 to 2050, nominal prices
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Figure 6: Comparison of recent forecasts - Brent oil price forecast - 2021 to 2050, real prices
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