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Stratedic oil reserves: buying time after Hormuz closure

10 March 2026

G7 governments are set to decide today on a coordinated release of strategic
petroleum reserves —an emerdency measure that can only temporarily
offset the price disruptions caused by the shutdown of the Strait of Hormuz.
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THE CONTEXT

The appointment of Mojtaba Khamenei as Iran’s new supreme leader pushed Brent towards USD 120/bbl — a 28%
jump compared to Friday’s close. News that G7 countries were actively considering a coordinated release of about
300-400mb from their 1,200mb of strategic petroleum reserves, along with Trump’s indications that the war could
end soon, provided some price relief. Brent is now trading at USD 92/bbl. Yesterday, G7 finance ministers stated that
they were ready to “take necessary measures” and today G7 enerdy ministers are expected to make a final decision.
This is reminiscent of what happened in 2021.
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THE DATA

Strategic oil reserves consist of barrels stored at specific sites by a consumer nation, held by
the government and ready for use. They are usually released through auctions to major oil
companies and traders, who then send the oil to refineries. These reserves represent a less
conventional and less effective shock absorber than spare production capacity as they come
directly from the demand side, rather than the supply side of the market. Unlike a supply-driven
shock absorber, which can put barrels of oil where they are needed the most, a demand-driven
mechanism can only mitigate local market conditions.

Our chart shows that strategic oil reserves for OECD countries amount to about 1,200mb
(roughly three quarters in crude and one quarter in refined products). China, which does not
officially publish these figures is thought to possess about 400mb in reserves. As the chart
shows, such reserves are unevenly distributed across the world. The highest concentration is
in Europe (about 450mb), but the highest forward cover (i.e. the number of days of
consumption that can be covered) is in Asia-Oceania (at almost 60 days). OECD America is
primarily the US.

OUR VIEW

According to the Energy Information Administration, about 2.5mb/d of oil passing through the
Strait of Hormuz is destined for OECD countries. So, assuming that G7 governments agree to
release 350mb — this would be enough to replace the missing Middle Eastern oil to OECD
nations for about 140 days (which goes well beyond the few weeks that we envisage the war
lasting in our baseline and that US President Donald Trump promised at the beginning of the
military operations). And if all the existing reserves were released, advanced economies could
live without the Hormuz oil for more than a year — and this does not include the offsetting role
that commercial stocks could play.

This is the bright side of the story. But we need to consider some market dynamics that make
it less reassuring.

While stratedic reserves can certainly cushion supply disruptions, the aggredate figures mask
significant variation across countries: some OECD members hold only limited forward cover,
making them far more vulnerable than the headline numbers suggest. Moreover, even with
adequate physical supply, OECD economies would still feel the impact of higher global oil
prices, which depend on worldwide market dynamics rather than national stock levels.

The picture is even more challenging for emerging Asian economies. These countries face both
high dependence on crude flows through Hormuz and insufficient reserve capacity to offset a
prolonged supply shock. Even China, which imports about 5.5mb/d through the strait, could
replace this supply for less than three months, and only by fully depleting its strategic reserves.

Finally, it is important to consider the negative consequences of drawing down strategic stocks.
By their very nature, they are not price-intervention tools — as markets are unhappy to replace
flows with stocks. Moreover, they might not mitigate price increases because they signal the
severity of the crisis and buyers might continue to bid up prices to secure any barrel.

Finally, once reserves fall below a certain threshold, market participants may perceive an
increased vulnerability to future shocks. As a result, oil prices may rise again, even if immediate
supply needs are being met, because the system no longer retains sufficient buffer capacity.
Beyond this point, price stabilisation would require the addition of new barrels from producers,
not further stock releases.

The mechanism is analogous to the depletion of FX reserves during a currency crisis: once
confidence in remaining buffers erodes, stabilisation becomes impossible without external
inflows. For this reason, strategic petroleum reserves should be seen as a short-term
stabilisation tool, not a long-term solution.
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Ledal Notices

Glossary

Terms used in the report are available on our website: https://www.the-investment-institute.unicredit.eu/en/dglossary.

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: https://www.the-
investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures. Any estimates and/or assessments contained in this
publication represent the independent opinion of the UniCredit Group and, like all the information contained therein, are given in good
faith on the basis of the data available at the date of publication, taken from reliable sources, but having a purely indicative value and
subject to chande at any time after publication, on the completeness, correctness and truthfulness of which the UniCredit Group makes
no guarantees and assumes no responsibility. Interested parties must therefore carry out their own investment assessments in a
completely autonomous and independent manner, relying exclusively on their own considerations of the market conditions and the
information available overall, also in line with their risk profile and economic situation. Investment involves risk. Before any transaction
in financial instruments please refer to the relevant offering documents. It should also be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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