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Crude prices. Following the rise in Brent to $76-77/bbl (Exhibit 1), we estimate a
geopolitical risk premium of around $10/bbl." While our base case is that Brent
declines to around $60/bbl in Q4 assuming no supply disruptions, this premium
appears justified in light of our lower Iran supply_scenario where Brent spikes
just above $90, and tail scenarios where broad regional oil production or shipping
is negatively affected.

Oil flows. QOil exports from Iran (Exhibit 2) and via the Strait of Hormuz remain
undisrupted. The 45% (or 3.3mb/d) decline in oil flows through the
Bab-El-Mandeb Strait (which connects the Red Sea to the Indian Ocean) in 2025
vs. 2023 illustrates the vulnerability of shipping to attacks from Iran-controlled
Houthis (Exhibit 5).

Risks and implied volatility. The Polymarket prediction market suggests
probabilities of US military action against Iran by July of 65% (Exhibit 6), but of a
US-Iran nuclear deal in 2025 of 50%. The shifts in the futures curve (Exhibit 8),
the term structure of implied volatility (Exhibit 9), and call skew (Exhibit 10)
suggest that oil markets believe that much higher prices are likely in the next few
months, but see limited changes to the long term outlook.

Buffers. While the exact magnitude is uncertain, we believe that above-average
global spare capacity (worth around 4-5% of global demand, Exhibit 11) is the
key buffer to Iran-only disruptions via largerthan-otherwise unwinds of OPEC+
production cuts. The concentration of spare capacity in Saudi Arabia and the UAE
suggests that physical barriers (e.g. disruption in Strait of Hormuz?) or political
barriers to deploying spare capacity are the key upside risk to oil prices. While
the US President can decide on emergency releases if there is a severe
interruption, US SPR inventories are quite low (Exhibit 13).

Refined product prices. Diesel margins in Europe have risen, primarily because
of downside risk to exports from the Middle East (Exhibit 14).

Oil shipping costs. Our global indices of oil shipping rates have increased over
the past week as increased risks have lifted rates for Middle Eastern routes
(Exhibit 15).

The Brent oil price closed at $66.9/bbl on June 10. On June 11, President Trump said he was less

confident about reaching a nuclear deal with Iran.
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The EIA estimates that about 2.6 million b/d of capacity from the Saudi and UAE pipelines could be

available to bypass the Strait of Hormuz in the event of a supply disruption.
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Exhibit 1: A Close Link Between Qil Prices and the Betting Market Probability of US Military Action Against

Iran
US Military Action Against Iran Before July?
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Source: ICE, Polymarket, Goldman Sachs Global Investment Research
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0il Flows in the Middle East

Exhibit 2: Iran Exports Remain Undisrupted; Iran Floating Oil Storage Remains High After Rising in Early 2025
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Exhibit 3: The Vast Majority of Iran Qil Exports Go to China; Our Iran Crude Production Nowcast Stands at 3.6mb/d
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Exhibit 4: Strait of Hormuz Oil Flows Remain Undisrupted
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Exhibit 5: Qil Flows Through Through the Bab-El-Mandeb Strait Remain Down 45% (or 3.3mb/d) in 2025 vs.

2023
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Geopolitical Risks and Implied Volatility
Exhibit 6: Polymarket Odds of US Military Action Against Iran Before July has Increased to 65%
S Military Action Against Iran Before July?
S$/bbl (Polymarket Probability) % Chance
80 r 90
= Brent Price a0

78 4 = Polymarket Probability (Right)

- 70
76

- &0
74 4 L 50
72 - 40

- 30
0

- 20
66 1 - 10
% T T T T T T T T T {]

0 10 11 12 13 14 15 16 17 18
2025-Jun

18 June 2025

Source: Polymarket, Goldman Sachs Global Investment Research

Exhibit 7: The Polymarket Prediction Market Suggests a Probability of a US-Iran Nuclear Deal in 2025 of

50%
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Exhibit 8: Near-Dated Qil Prices Have Increased the Most Over the Past Week
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Source: ICE, Goldman Sachs Global Investment Research

Exhibit 9: Implied Volatility Has Risen Much More For Short Horizons
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Exhibit 10: The 3 Months Ahead Brent Call Options Implied Volatility Skew Has Surged to 2022 Like Levels
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Buffers in the Oil Market
Exhibit 11: We Estimate Spare Capacity at 4-5% of 0il Demand With a Wide 2.9mb/d to 6.0mb/d Range
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Exhibit 12: The Significant Pick-Up in OPEC8+ Year-Over-Year Exports Growth Supports the Idea That OPEC8+ Is Reducing Spare Capacity by
Raising Production
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Exhibit 13: US Stocks of Crude Oil in the SPR Are Relatively Low
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Refined Oil Product Prices

Exhibit 14: European (Ultra Low Sulfur) Diesel Margins Have Increased Over the Past Week
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0il Shipping Rates

Exhibit 15: Our Global Indices of Qil Shipping Rates Have Increased Over the Past Week as Increased Risks
Have Lifted Rates for Middle Eastern Routes
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investment theme being discussed and is not a recommendation of any such security in isolation.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur.
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.
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Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at
https://www.theocc.com/about/publications/characterrisks.jsp and https://www.fiadocumentation.org/fia/regulatory—disclosures/fia—uniform—
futures—and—options—on—futures—risk—disclosures—booklet—pdf—version—2018. Transaction costs may be significant in option strategies
calling for multiple purchase and sales of options such as spreads. Supporting documentation will be supplied upon request.

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by Goldman Sachs Global
Investment Research may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g.,
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data
feeds or otherwise. No change to an analyst's fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our

research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related
services) that may be available to you, please contact your GS representative or go to https://research.gs.com.

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY
10282.

© 2025 Goldman Sachs.

You are permitted to store, display, analyze, modify, reformat, and print the information made available to you via this service only for your own use.
You may not resell or reverse engineer this information to calculate or develop any index for disclosure and/or marketing or create any other derivative
works or commercial product(s), data or offering(s) without the express written consent of Goldman Sachs. You are not permitted to publish, transmit,
or otherwise reproduce this information, in whole or in part, in any format to any third party without the express written consent of Goldman Sachs.
This foregoing restriction includes, without limitation, using, extracting, downloading or retrieving this information, in whole or in part, to train or
finetune a machine learning or artificial intelligence system, or to provide or reproduce this information, in whole or in part, as a prompt or input to any
such system.
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