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Global conditions are 
tightening1



With inflation rising due to higher commodity prices, global central banks 
are tightening monetary policy, except PBOC
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US long-term yields have stayed elevated, keeping overall financial 
conditions restrictive
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The AI super cycle capex is fueling growth and Asian exports but also is 
extremely capital and resource intensive, squeezing global liquidity and 
resources
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Zoom into the Oil Market2



Increasingly robust crude flow via the Strait of Hormuz indicates Middle 
Eastern oil producers have adapted to an insecure regional security 
situation. Flows remain well off the pre-war level however, largely 
constrained by tanker availability   

8

Crude structure, $/bbl. Recent rally implies some consumers were 
missing short-term barrels. 

Sources: Natixis; Bloomberg, Refinitiv. 

Recent rally across crude structure due to shortages triggered by halt to Saudi flows via the 
East-West pipeline and disruption to Red Sea exports 

Modelled Middle East crude flow dynamics, historic and forecast, mn b/d. 
June’s leakage was associated with the release of “trapped” barrels – 
gains from August onwards will need to be sustained by new loadings. 
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Even with increasing crude leakage, regional crude supply remains ~4-5mn 
b/d lower than pre-war levels. As of end-August, cumulative crude supply loss 
calculated at 1.2bn bbl, an average of 6.6mn b/d over six months. 

9 Sources: Natixis; Bloomberg, Refinitiv. 

Crude has balanced primarily via run cuts and strategic stock draws. We model 860mn bbl 
of forgone refinery runs and 470mn bbl of commercial and strategic stock draws, weighted 
heavily towards strategic releases 

Cumulative crude fundamental impulse, mn bbl. Refinery run cuts have offset the majority of lost crude supply.  

-1,500

-1,000

-500

0

500

1,000

1,500

Jan-26 Feb-26 Mar-26 Apr-26 May-26 Jun-26 Jul-26 Aug-26

Refinery run cuts Commercial crude draws

Strategic stock draws Supply loss

Net balance impact



Balancing the crude market via run cuts has shifted the problem towards oil 
products. Middle Distillates are a particular issue, given region’s export 
balance – compounded by Russian supply losses

10 Sources: Natixis; Bloomberg, Refinitiv.* main refined products gasoline, jet, gasoil, fuel oil 

The clean product supply deficit has balanced by a more equal mix of product demand 
destruction and commercial stock draws. In the absence of refinery run normalisation, prices 
are required to remain high to maintain demand curtailment
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In the base-case, crude remains well supported with incremental supply 
recovery absorbed by incremental refinery runs. Faster recovery may 
require Chinese bargain hunting to balance, whilst a return to April lows 
would trigger substantial upside given eroded buffers 

11 Sources: Natixis; Bloomberg, Refinitiv. 

Product prices robust in all scenarios, but incremental run increases improve supply 
availability over Q4-26. Constrained Middle East and Russian supply put a firm floor under 
diesel prices, however. 

Natixis Brent forecast vs curve, $/bbl                                             China crude imports, mn b/d. We expect imports to average ~9.2mn b/d over Q4-26. 
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The structural shift of China-GCC tie3



China’s reliance on Gulf oil has been falling even before this conflict with 
9.1% average annual decline since 2023, while GCC still heavily relies on 
China as a key buyer despite modest retracement in recent years

13 Source: General Administration of Customs, UNCTAD, Natixis CIB
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Two factors accelerating this asymmetry: 1) GCC’s widening trade deficit 
with China and 2) China’s unflagging energy transition

14 Source: General Administration of Customs, National Bureau of Statistics, Natixis CIB
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GCC has been ramping up investment in China to rejuvenate the bilateral 
economic tie but facing challenges amid China’s industrial downturn

15 Source: Ministry of Commerce, National Bureau of Statistics, Natixis CIB
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GCC Credit: Facing Headwinds4



GCC CDS showed a divergent picture, with less volatility than at the start 
of the war
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Foreign investors’ holdings of UAE and Saudi assets have increased to 
25% and 13%, respectively. However, the growth has substantially slowed 
since the war started
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Chinese banks have emerged as the main arrangers of Middle Eastern 
syndicated loans in Asia. Hong Kong has shown resilience thanks to its 
lower HIBOR and its globalized financial system
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China’s investment in the GCC has slowed in recent years, albeit showing 
some resilience in construction projects
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Zooming in on Saudi Arabia and the UAE, Chinese investment has expanded 
beyond the energy sector into infrastructure and technology
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Zoom into China5



China is still buying less oil, but has recovered as import prices have 
fallen. Inventory can be a buffer against the shock
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China’s domestic refinery is coming back and appear to ease some 
restrictions on exports
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The economic hit mainly is causing a divergence between downstream 
and upstream sectors
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Conclusions6



Takeaways

• Tighter USD liquidity is not only down to the Fed and the UST sell-off. It reflects moves across global central 
banks and government yields, with China being the exception.

• Offshore USD liquidity is getting less help from the Gulf and China than in the past, for different reasons: the 
Gulf has a smaller trade surplus, and China’s capital outflows - consequence of its large trade surplus - are 
increasingly denominated in RMB. Hong Kong remains an important reservoir of offshore USD liquidity as 
clearly indicated by the low money market rates in HKD compared to USD.

• We moderately raise our oil price forecast from USD 85/bbl to USD 90/bbl by year-end. More robust crude flows 
through the Strait of Hormuz from Saudi, escaping the new bottleneck from the East-West pipeline shows that 
Middle Eastern producers can be quite resilient, which calls for a moderation when projecting oil prices. 
However, limited tanker availability keeps flows below prewar levels, and China's recovering oil imports –
although only partially - put a floor under prices.

• More structurally, China's energy basket is changing, especially its oil imports from the Gulf, which fell from 
41% of the total in 2022 to 25% by July 2026. The Gulf is becoming more dependent on China than China is on 
the Gulf, with relevant long-term implications.

• Gulf borrowing from Asia has gone down a lot, especially since May 2026 as the conflict has become more 
entrenched.

• Finally, so far, the Chinese economy seems quite insulated from the risk stemming from the Gulf, thanks to the 
very diversified oil imports, lower dependence on oil in the energy basket but also a very strong grip on the 
supply chain.

27 FOOTER
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