






Abstract

Global Energy Sector Commentary4

In August 2025, OPEC+ authorised a 548,000-

bpd production increase despite persistent 

indicators of global demand fatigue, rising 

inventories, and decelerating economic activity. 

While formally presented as a confident gesture 

toward second-half recovery, the move reveals 

deeper structural dissonance and strategic 

uncertainty within the alliance. This commentary 

examines the political logic behind the surge, the 

distorted market signals it responds to, and the 

broader implications for energy security, investor 

confidence, and transition planning.
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A Risky Bet on Recovery

Global Energy Sector Commentary6

On July 5, OPEC+ confirmed a collective output 

increase of 548,000 barrels per day for August 

2025. Officials described the decision as a 

measured response to the anticipated demand 

acceleration in the second half of the year. 

Kuwait’s energy minister expressed confidence 

in “strengthening fundamentals and resilient 

demand trajectories”.

Such confidence, however, appears increasingly 

misplaced. That same day, TotalEnergies issued 

a direct warning: global demand is plateauing, 

inventories are swelling, and poorly coordinated 

output expansions risk destabilising an already 

volatile market. The International Energy Agency’s 

(IEA) July report supports this assessment, 

citing persistent weakness in Chinese and 

Southeast Asian refining margins, declining 

industrial throughput, and the fragile recovery of 

downstream sectors.

Although Brent crude surged toward $94 per 

barrel in late July, the price spike reflects little more 

than risk repricing. U.S. secondary sanctions on 

Russian crude have created short-term supply 

fears, while broader investor uncertainty, fuelled by 

political instability and naval chokepoint tensions, 

has inflated what market participants now refer 

to as a renewed geopolitical risk premium. The 

signal distortion is clear: price behaviour has 

decoupled from structural demand.

In such an environment, the effect of the 

548,000-bpd production hike is less stabilisation 

than signal confusion. Traditional levers are being 

applied to a system that is no longer responsive 

to traditional ways.
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Strategic Diagnosis: 
The Misread Recovery

Global Energy Sector Commentary8

The rationale of OPEC+ rests on a forward-

looking thesis: that global economic activity will 

rebound in the second half of 2025, led by Asian 

demand. Statements from Riyadh and Vienna cite 

“ongoing growth” and “robust demand outlooks” 

in emerging economies as sufficient justification 

for the expansion.

This projection remains uncorroborated. The 

IEA sees demand growth flattening by Q3, with 

macroeconomic drag from inflationary tightening 

in India and industrial slowdown in China. The 

32-million-barrel inventory build observed in June 

further underscores the mismatch between policy 

rhetoric and actual consumption. Weak refining 

margins in major hubs such as Singapore and 

Rotterdam confirm the downturn in throughput.

The 548,000-bpd increase takes place against 

a backdrop of structurally weakening demand, 

not cyclical fluctuation. Yet the policy response 

assumes the opposite. This inversion—boosting 

supply in response to speculative pricing—is itself 

a source of instability.

The recent rise in oil prices has little to do with 

physical fundamentals. As Barron’s and AInvest 

observed, the reintroduction of a geopolitical 

risk premium, not structural tightness, is driving 

upward pressure. The result is a distorted 

signal environment in which speculative volatility 

masquerades as market resilience.

TotalEnergies has been direct: in a market 

increasingly defined by oversupply, the greater 

risk stems not from scarcity but from strategic 

misalignment. The production hike may therefore 

reflect an institutional echo chamber rather than a 

sober assessment of market conditions.
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Policy and Market Dynamics: 
Fragmentation Beneath the Cartel

Global Energy Sector Commentary10

Beneath the public unity of OPEC+, strategic 

divergence has become increasingly evident. Gulf 

producers, chiefly Saudi Arabia and the UAE, have 

consolidated agenda-setting power. Compliance 

among African and Russian members continues 

to erode.

Saudi Arabia’s position appears both tactical 

and geopolitical. In response to escalating 

U.S. secondary sanctions on Russian exports, 

Riyadh is expanding market share, anticipating 

shortfalls from Russian flows to China and India. 

Washington’s ten-day ultimatum for buyers to 

disengage from Russian crude could remove up 

to 2 million bpd from circulation.

The decision to push forward with the production 

hike, therefore, reflects a balancing act: shoring 

up strategic influence while absorbing potential 

gaps left by sanctioned competitors.

This strategy, while potentially lucrative in the 

short term, is far from risk-free and could have 

significant long-term consequences for OPEC+ 

and the global oil market. The market increasingly 

perceives OPEC+ as erratic, driven by short-

sighted decisions and lacking a unified vision. 

The group seems to be pursuing volume gains 

in a climate where stability, not sheer scale of 

production, is in short supply and desperately 

needed to reassure investors. Saudi export 

surges, for example, may serve immediate 
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diplomatic or fiscal aims, such as pressuring 

specific nations or bolstering the Kingdom’s 

short-term revenue, but they come at the cost of 

internal coherence within OPEC+ and reduced 

forward visibility for market participants trying to 

predict future supply. This unpredictability can 

lead to increased price volatility and undermine 

confidence in the organisation’s ability to manage 

the oil market effectively.

The deeper issue is structural, highlighting 

fundamental weaknesses within the organisation. 

OPEC+ lacks effective mechanisms for enforcing 

compliance among its members regarding 

agreed-upon production quotas. This leads to 

instances of overproduction by certain countries, 

undermining the collective effort to stabilise 

prices. There is a lack of robust systems for 

harmonising forecasts regarding future demand 

and supply, resulting in discrepancies in member 

states’ outlooks and potentially misaligned 

production strategies. Critically, OPEC+ struggles 

to align short-term tactical manoeuvres with 

long-term strategic goals, creating a disconnect 

between immediate needs and the overall health 

of the oil market. What remains is essentially 

an assemblage of asymmetrical interests, with 

individual member states responding to divergent 

political, economic, and social pressures, 

making coordinated action increasingly difficult 

and jeopardising the organisation’s long-term 

effectiveness. This fractured approach could 

ultimately weaken the influence of OPEC+ and 

lead to a more fragmented and volatile global oil 

market.
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CIRUU’s Position: 
Signal Confusion and Systemic Risk

Global Energy Sector Commentary12

CIRUU’s modelling highlights a critical dynamic: 

in demand-constrained environments, even 

marginal production increases can trigger 

disproportionate volatility. This is especially 

destabilising for developing economies, where 

investment in fossil-adjacent infrastructure—

such as gas pipelines, peaking plants, and CCS 

retrofits—depends on price stability and forward 

certainty.

At a time when net-zero-oriented investors 

are prioritising fiscal discipline, diversification, 

and governance integrity, OPEC+’s current 

posture sends the wrong signal. Overproduction 

untethered from demand trajectories reflects not 

resilience, but strategic incoherence.

CIRUU’s foresight tools map how risk propagates 

across energy systems. Our assessments 

consistently show that energy transitions are 

more often derailed by mis-pricing than by 

scarcity. When investor sentiment is driven by 

volatility rather than fundamentals, even low-

emissions infrastructure faces delays in financing 

and contracting.

Moreover, market predictability heavily influences 

procurement confidence in institutional settings 
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such as sovereign wealth funds and national 

utilities. Excess volatility increases due diligence 

thresholds, reduces financing timelines, and shifts 

investment away from frontier decarbonisation 

projects. As a result, transitional lag emerges not 

from policy indecision but from capital hesitation.

Accordingly, we advise our clients—sovereign 

wealth funds, national regulators, and public 

procurement agencies—to insulate their 

portfolios structurally from such dynamics. 

Recommended instruments include volatility-

indexed procurement contracts, hybridised 

purchase frameworks, and participation in 

regional stockpile-sharing regimes. The objective 

is not to react to noise, but to reduce systemic 

exposure altogether.
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Future Strategy
and Trajectories
In the immediate term, CIRUU recommends coordinated measures among major importers and storage authorities 

to mitigate signal distortion. This includes synchronised reserve drawdowns and the reinforcement of transparency 

mechanisms. Such action can restore a measure of clarity and predictability amid growing structural risk.
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In the longer term, governments and institutions should:

Move away from Brent-indexed 

procurement and adopt 

diversified regional benchmarks

Invest in storage capacity, 

digital forecasting, and forward 

contracting infrastructure

Promote institutional reform 

within OPEC+ through 

sustained diplomatic and 

multilateral engagement



Conclusion: 
Overproduction as Instability Multiplier

Global Energy Sector Commentary16

The 548,000-bpd production increase is not 

simply a supply manoeuvre. It is a statement—

reflecting institutional ambition, political anxiety, 

and an outdated view of how oil markets respond 

to volume alone. OPEC+ may still influence short-

term flows. But its structural ability to guide 

expectations has eroded. In a market shaped by 

macroeconomic fragility, sanctions turbulence, 

and decarbonisation headwinds, volume surges 

risk becoming a destabilising force rather than a 

corrective one.

CIRUU’s position is clear: Present-day resilience 

is defined not by output capacity, but by 
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signal interpretation and strategic coherence. 

Overproduction, in the absence of both, 

constitutes a liability rather than a strength. 

When volatility is the overriding signal, investors 

with extended time horizons tend to withdraw. 

Subsequently, financing delays, credit repricing, 

and procurement standstills arise, converting 

tactical errors into structural weaknesses. Within 

this context, precision is essential, and vagueness 

is costly.
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The recent rise 
in oil prices 
has little to do 
with physical 
fundamentals. 
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