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OIL MARKET MAY SOON BE OUT OF BALANCE
Positive backdrop for oil prices and oil stocks

The analyst consensus forecasts a crude oil supply that will be
significantly in excess of world demand in 2025. For our part, we
believe that analysts are underestimating crude demand and
overestimating supply. The reduction in inventories in 2024 points fo
a market that is probably more out of balance than the EIA
estimates, for example. The lafest developments concerning
sanctions on the Russian “phantom” fleet are likely to weigh on
available supply in China and India. OPEC countries seem prepared
fo wait to raise production, while in the USA, production will only
increase gradually. The price of crude oil fraded in the USA (WTI) has
stabilized over the last four months at around $70 a barrel. The
combination of the above factors leads us to a redlistic estimate of
a crude oil price of $85 in 2025, well above the estimated average
of around $70/bbl. Higher crude prices are not the current
consensus scenario for 2025.
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Most oil stocks and companies listed in the USA, Europe and other
markets recorded mixed stock market performances in 2024, often
with notable volatility. The S&P500 Energy index ended the year
virtually unchanged, despite having recorded two complete cycles
of +-15% rises and falls. The MSCI World Energy index also reflected
this volatility at the end of the year. While the consensus scenario
seems very cautious for 2025, with a crude ail price of around $70/b,
the sector's expected earnings growth of +15% at international level
posifions the sector's PE at just 11x expected earnings. In the US,
earnings expectations are higher, reaching +22% for a PE of 12x.
Without taking info account our own prospects of crude oail rising
above consensus, the oil sector seems to us a particularly attractive
investment opportunity. The US oil sector offers an interesting
opportunity, and may yet benefit from a favorable earnings surprise
if our own forecast for crude oil to rise to $85/bbl materializes this
year.
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S&P 500 Energy and Vaneck Oil Services 2024 performance
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