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Mitigating Factors in 2026 Qil Price Shock

China policy pivot to reduce crude dependency
US & IEA SPR drawdowns

US production & exports

Modest demand destruction, rationing

(i.e., refinery closures, flight cancellations)

Shift to alternatives

(renewables, EVs, nat gas)

China'’s Strategic Approach to Energy Supply

China'’s resilient energy diversification strategies following the US-Iran war

1 Refusal to participate in large-scale IEA SPR drawdowns
2 Selected demand destruction, rationing

Halting refined product exports

Leaned into land-based inflows immune to maritime chokepoints
(i.e., Central Asia)

Increasing purchases of sanctioned crude (i.e., Russia)
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Robust expansion of complex renewables sector

7 Coal-to-liquid conversions for chemicals & industrial sectors

Highly Concentrated Strategic Oil Reserves

Global strategic oil reserves are currently estimated above 2.5 billion barrels, with China,
the US and Japan dominating strategic stockpiles. Post the Iran war, US SPR balances
currently stand at a four-decade low, while China’s position remains comparatively robust.
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Source: (1) US EIA. Japan official government reserves reflects METI’s Phase 1 release of roughly 53 million barrels. OECD Europe committed 32.7 million barrels from state owned
national reserves, ~20-22 million released. No drawdowns from Saudi Arabia, South Korea, Iran, UAE or India.

China’s Large & Resilient Strategic Oil Reserves

Despite being an energy deficit country, China is strategically "built for a global energy
shock” in a manner in which most countries are not. China’s 1.4 billion reserves, by far the
world’s largest, are a model-driven estimate and not disclosed. Actual balances may be
meaningfully larger. During the recent US-Iran war, China avoided the large drawdowns
of the US and IEA nations, while simultaneously employing a wide range of concurrent
strategies to reduce its Middle East energy dependency.

China’s crude inventories, bn barrels
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Source: (1) Bloomberg, “China Taps Commercial Oil Stocks to Help Weather Gulf Shock”. Kpler. Data includes estimates of China’s underground petroleum reserves. Data as of
June 10, 2026.

China'’s Strategic Policy Pivot to Structurally
Reduce its Sensitivity to Oil Price Shocks

Following the US-Iran war, China pulled back sharply on its crude oil imports, a policy
pivot that was less demand shock and more of a deliberate and strategic policy pivot
to insulate and diversify China’s energy needs from the supply-side crisis. More so
than most countries, China has structurally reduced the economy’s marginal sensitivity
to oil price shocks
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Source: (1) WSJ, “China is Propping Up the World Economy by Importing a Lot Less Qil”. Vortexa.

China Reduces Middle East Dependencies

China’s oil imports from Middle East countries in 2026, mbd
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Source: (1) WSJ, “China is Propping Up the World Economy by Importing a Lot Less Qil”. Vortexa.
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US Strategic Reserves at Four-Decade Low

Down sharply from authorized capacity of 714 million barrels, multiple US administrations
had drawn down US strategic reserves. Following the strategic miscalculations of the
current US-Iran war, the US has since taken its SPR reserves down to 349 million barrels as
of early June, a four decade low. US strategic reserves are fast approaching the roughly
250 million barrel minimum to operationally maintain US infrastructure.

US strategic petroleum reserve, million barrels
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~ 250 mm barrels:
Estimated operational threshold for SPR,
below which storage infrastructure damage increases
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Source: (1) US EIA. Data as of June 17, 2026. Amount is the ending stock of crude oil.
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“Macro stability isn't everything, but without it, you have nothing.”
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