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Falling stocks are making oil more sensitive to
fresh disruptions

GoldSquawk Research

Key takeaways

* Global observed oil inventories were 509 million barrels below pre-war levels by end-
September, after a 507 million barrel draw had already been recorded in September’s IEA report;
the IEA also said on-land stocks were near their lowest since at least 2016. That supports the
view that the market is increasingly trading the size of the remaining buffer, not just the size of
the latest outage.'?

» Inventory cover looks historically thin. EIA said OECD commercial inventories were expected to
fall to 50 days of forward demand cover by end-2026, the lowest in its dataset since January
2003, while the IMF estimated strategic and commercial stocks in importing economies could
cover global supply shortfalls for roughly 40-45 days under the disruption magnitudes
prevailing in April.**

» Prompt price signals have already shown nonlinear behaviour during this crisis. EIA said Dated
Brent moved to a premium of more than $25/b over front-month Brent futures in early April, and
nearly $30/b at the peak, as buyers scrambled for immediately available barrels.>®

» Physical substitution costs have also surged. S&P Global reported Johan Sverdrup crude at an
all-time premium of $19.55/b over Dated Brent on 15 September, while EIA said renewed supply
disruptions in 3Q26 again put particular pressure on Brent spot prices because short-term
supply was hard to replace.”®

o Spare capacity is not fully equivalent to deliverable spare capacity. EIA and OPEC both
highlighted constrained export routes, record tanker rates in September, longer voyages, and
shipping and insurance costs exceeding one third of commodity value, all of which reduce the
system'’s ability to absorb another disruption smoothly.?°"

The buffer has already been consumed at an exceptional pace

» The IEA said global observed oil inventories had fallen by 507 million barrels since the start of the
war in its September 2026 Oil Market Report, equal to an average draw of 2.8 mb/d, and then
updated the shortfall to 509 million barrels below pre-war levels by end-September in its October
report. It also said on-land stocks were hovering at their lowest levels since at least 2016.%"

e The draw accelerated through late summer. The IEA put total observed stocks at just below 7.9 billion
barrels in August, already down 410 million barrels since the start of the war, before reporting a 95
million barrel stock decline in August alone in the September OMR."*?

« ElA’s balances still imply ongoing depletion rather than rebuilding. Its 6 October STEO estimated
global inventories fell by 1.9 mb/d in 3Q26 and would fall by another 0.7 mb/d in 4Q26; earlier, its
July STEO had estimated much sharper draws of 5.1 mb/d in 2Q26 and 2.2 mb/d in 3Q26 during the

shock-adjustment phase.”"
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» Emergency stocks have softened the shock, but part of the most deployable cushion has already
been used. The IEA said member countries agreed on 11 March to make 400 million barrels available
from emergency stocks, more than 300 million barrels had been released by 18 September, and
around 100 million barrels of pledged stocks remained unreleased as of 7 October.'>®

Why lower inventories can create a disproportionate prompt price move

e The mechanism is visible in market structure. ICE notes that backwardation means prompt barrels
are worth more than later barrels, and EIA said the April surge in Brent spot premiums reflected
extreme market tightness in the very short term after the Hormuz disruption. When inventories are
low, the market has less scope to smooth an outage through stock draws and must bid harder for
prompt supply.””

e The clearest evidence came in April, when EIA said Dated Brent rose to a premium of more than
$25/b over front-month Brent futures, with the May STEO putting the widening at nearly $30/b in
early April because fewer physical barrels were available for near-term delivery. That is consistent
with a market response that is not linear when accessible prompt barrels become scarce.>®

» Physical premia also support the threshold argument. S&P Global said Johan Sverdrup reached an
all-time premium of $19.55/b over Dated Brent on 15 September, citing tighter sour balances in
Europe, Hormuz shipping risks and stronger Asian demand. EIA separately said supply disruptions in
3Q26 again put more pressure on Brent spot prices because buyers struggled to find short-term
supply.”®

« Inventory cover strengthens the argument. EIA said OECD commercial inventories were expected to
fall to 50 days of future demand cover by end-2026, the fewest days since January 2003, while the
IMF estimated strategic and commercial stocks in importing economies could cover global shortfalls

for roughly 40-45 days under April's disruption magnitudes, though accessibility of some stocks was
uncertain.**

Figure 1: Brent remains at a large premium to WTI
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Source: ICE Brent and NYMEX WTI front-month futures via Yahoo Finance; GoldSquawk calculations, as of 23 October 2026.
Deliverability matters as much as barrels in storage

« A low-stock market becomes more vulnerable when barrels are harder to move. EIA said export
routes remained constrained, attacks on the East-West pipeline highlighted continued volatility in
physical flows, and tanker rates reached records in September because of higher insurance costs
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and longer routes. Ships were also taking longer routes to avoid conflict zones, reducing effective
vessel availability.®

» OPEC reinforced the same point. Its 4 October JMMC statement said attacks on infrastructure and
maritime routes were increasing volatility and that restoring damaged assets to full capacity was
costly and time-consuming; on 12 October, OPEC ministers said shipping and insurance costs had
risen to more than one third of commodity value."

e This is why spare capacity can overstate resilience. Barrels that exist upstream are not equivalent to
barrels that can be produced, loaded, insured, shipped and received on time. EIA did note some
adaptation through overland bypass routes, ship-to-ship transfers and expected new UAE bypass
capacity in mid-2027, which argues against assuming the market is already at a hard limit.%"®

e Current price structure is consistent with ongoing regional tightness. On 23 October Brent closed at
$116.72/b and WTI at $103.27/b, leaving a Brent-WTI spread of $13.45/b, within a 12-month range of
-$3.68 to +$16.97. The spread does not prove the inventory trap on its own, but it is consistent with
continued dislocation between seaborne and inland barrels. [chart]®

Scenarios

o Supportive case: Further supply losses occur while global inventories remain around current
depleted levels, OECD cover stays historically low, and shipping constraints continue to impair
deliverability. In that setup, the market response is more likely to show up first in prompt Brent
structure, Dated Brent premia and physical crude differentials rather than only in deferred
futures.'*>?

» Adaptation case: Demand weakness, ongoing emergency stock releases and gradually expanding
rerouting capacity continue to offset disruptions. In that setup, inventories may keep drawing but the

market avoids another April-style dislocation in prompt physical pricing.?'*'®"

« Threshold case: A relatively modest new outage hits when accessible inventories, spare deliverable
capacity and vessel availability are already stretched. The same daily supply loss that earlier could
be absorbed through stocks and rerouting then has a larger marginal effect on spot prices, prompt
spreads and substitute crude premia.>*”°

Levels to watch

« WTl last close: $103.27/bbl (23 Oct 2026)

» WTI 50-day moving average: $92.93/bbl

« WTI 200-day moving average: $85.29/bbl

o WTI 52-week high: $112.95/bbl (07 Apr 2026)

« Brent-WTI spread: +$13.45/bbl on 23 Oct 2026
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Glossary

Backwardation: A market structure where prompt barrels trade above later delivery barrels, usually signalling near-term
tightness. [8]

Dated Brent: A physical spot benchmark for North Sea crude cargoes, often used to gauge immediate seaborne market
tightness. [7]

Timespread: The price difference between futures contracts for different delivery months; steeper prompt spreads usually
indicate stronger immediate scarcity. [8]

Inventory cover: Stocks measured as days of future demand, rather than just absolute barrels, to show how long
inventories could cushion consumption or disruption. [18]

Physical differential: The premium or discount of a specific crude grade relative to a benchmark, reflecting local scarcity,
quality and logistics. [6]

This report is for information only and is not investment advice or a recommendation to buy or sell any asset. It was researched and written
with the help of Al from the sources cited and reviewed before publication. Prices and data can change quickly; past performance is not a
guide to future results.
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