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ING’s updated forecasts amid energy
disruption
Our economists and strategists have updated their forecasts to reflect
the rapidly changing events in the Middle East and our new base case
scenario

Oil tankers and cargo
ships are being forced
to reroute as the Strait
of Hormuz is effectively
blocked

Interim forecast update
The war in the Middle East continues, and the Strait of Hormuz is practically blocked. Our initial
base case assumptions from our March Monthly regarding the war have become outdated. We are
normally not in the business of permanently changing our forecasts, but given that our next
Monthly Update is only due in April, and we think that these times currently require some
guidance, we have updated our full set of forecasts.

Three new scenarios
We have developed three new scenarios to guide our thinking and macro and market forecasts. In
summary:

Scenario 1 (our new base case): Intensive combat will end within the next two weeks, but
will be followed by lower intensity strikes that linger for several months. It’s a scenario in
which the opening of the Strait of Hormuz will take much longer than initially anticipated.

https://think.ing.com/reports/report-ing-monthly-war-middle-east-global-economy/
https://think.ing.com/forecasts/
https://think.ing.com/articles/energy-markets-bracing-for-a-prolonged-supply-disruption160326/
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The 'end game' in this scenario could be a temporary ceasefire or tacit stand down with
maritime escorts and exploratory talks on sanctions. Regime change over time is still
possible, driven from the inside, as in East Germany in the late 1980s.
Scenario 2 (optimistic alternative): War ends surprisingly earlier than in our new base case
scenario and the Strait of Hormuz opens up within a short period.
Scenario 3 (longer war): Longer combat action followed by protracted, lower-grade,
impulsive confrontation. That would imply a much more uncertain situation in the Strait. In
this scenario, the 'end game' could be a hard won ceasefire with third party guarantees
(likely involving Russia or China), the possibility of sequenced sanctions relief, and a
maritime security regime for Hormuz. However, even then, a durable peace could remain
elusive, and the region might settle into a fragile, flare up prone equilibrium.

In short, our base case scenario does not foresee structural damage to an oil or gas production
facility. We are facing a delay in energy and other shipments, but not (yet) a structural reduction.
Needless to say, if a delay lasts long enough, it can still lead to these structural reductions.
Generally speaking and for the time being, this is still mainly a supply-side shock, pushing up
inflation and posing new challenges for central banks. As a result, the upward revision to our
inflation forecasts is clearly larger than the downward revisions of growth, and they also differ
across regions. What these new scenarios mean for our market forecasts can also be found here. 

Contact us directly to discuss more details of the underlying scenarios and their implications.

ING Global Forecasts

Source: ING forecasts

https://think.ing.com/articles/what-our-new-energy-price-scenarios-mean-for-markets/
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GDP Forecasts
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CPI Forecasts

Oil and Natural Gas Forecasts (avg)

Source: ING estimates
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
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(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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