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 � Motor transport is the key driver of the oil market as it was 
responsible for 60% of demand growth over the last 20 years. 
This sector gained the record 46% of total demand in 2015 and 
was always associated with a promising future of oil.

 � Car penetration is geographically uneven, with fleet growth 
in europe and the United states having slowed to 1% p.a. as 
the peak of motorization has been achieved. On the contrary, 
China’s car fleet grew 15 times since 1995 to continue rising 
at a fast pace.

 � To date, annual car fleet growth (3.4%) has been the main 
driver of the rapid automotive oil demand build-up. On the 
other hand, demand for motor fuels in the transport sector 
has been affected by improved vehicle efficiency that rose by 
20-40% over the last 20 years due to better iCe technology and 
tighter fuel standards.

 � Fuel economy plus no significant fleet growth have jointly 
led to a stagnant motor fuel demand in the Usa and demand 
plunge in europe. amid these developments, China becomes 
the oil market’s number one landmark as its contribution to 
global oil demand reached 40% over the last two decades.

 � Main incentive to reduce new car fuel consumption  in the 
United states has been the public policy originally aimed 
at reducing oil import dependency, and later, at minimizing 
greenhouse gas emissions. The adverse effect of this policy 
for consumers was the rocketing base price for such cars. 
Tightened fuel efficiency standards (CAFÉ) add up around 
3.800 dollars to the car base price, which cannot be offset with 
fuel economy at low oil prices. Unless the current Us policy is 
changed, customers may shift to less expensive and more fuel 
saving cars, particularly those consuming alternative fuels.

 � Europe OECD leads the fuel efficiency rates – both in absolute 
value  and growth dynamics. Due to infrastructure constraints, 
the europeans have to buy compact cars not requiring powerful 
engines with high fuel demand. average fuel consumptions of 
new cars in Europe fell by about 30% over the past 20 years for 
gasoline engines and up to 40% for diesel.

 � China consistently tightens its fuel economy standards 
following the global trend. China government’s current target is 
5 liters per 100 km by 2020. average new car fuel consumption 
has been declining 2% per year over the past 10 years, though 
it is still far from European level and has a significant reduction 
potential.

ExEcutivE summAry
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 � Technology gains by automakers forge ahead towards two 
key directions: higher engine efficiency and streamlined engine 
performance. world average fuel consumptions over the last 
two decades fell by 26-30% for personal vehicles, with light 
commercial vehicles consuming 18% less gasoline and 25% 
less diesel, while heavy commercial vehicles consume 20% 
less diesel fuel.

 � Given the current oil prices and no subsidies, any mass-
segment cars fueled by gasoline and diesel alternatives are 
not competitive or at the breakeven point. Cost of ownership 
for natural gas and flex fuel vehicles is 10% higher than for 
conventional cars, with the latter becoming more and more 
outdated in terms of government support and technology.

 � Both technological progress and fuel economy continue to 
work on the side of eV, which also gets generous state support 
worldwide. Cost of eV ownership is almost equal to gasoline 
cars even with a 20% reduction in the current subsidy level. The 
battery price drop from Us$460 to Us$150 per kwh would let 
electric vehicle compete in the mass segment with zero state 
subsidies at any oil price. We can expect this in the medium 
term, and that would trigger a landslide increase of sales.

 � Government EV incentives will be extended since electrically 
driven vehicles have a «zero exhaust» making them attractive 
for countries that have CO2 reduction commitments. electric 
vehicles also help to reduce dependence on energy imports, 
especially when electricity is generated from renewable 
energy sources.

 � In our projections, we assume total oil demand to grow 
moderately in all sectors except the power & industry. Oil 
demand in the latter sector will decline sharply due to wider 
transition to cleaner energy sources, in particular renewables, 
which realize the benefits of electric vehicles.

 � VYGON Consulting status Quo scenario assumes that iCe 
cars will dominate in car sales while PeVs will penetrate the 
market at a least rate. From 2020 to 2035, oil demand will 
stop rising due to better fuel economy and fast reductions in 
oil demand from power and industry sector switching to gas 
and renewable sources.

 � VYGON Consulting Base scenario assumes that future sales 
of eVs and hybrids supported with minimal subsidies are likely  
to exceed sales of ICE cars in the personal segment. Oil 
demand will fall 7% from 94 to 87 million b/d by 2035. Similar 
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2035 demand projections are made by International Energy 
Agency (IEA) under its 450-ppm Scenario devising to limit 
global temperature rises to 2ОС.

 � Technology breakthroughs anticipated under VYGON 
Consulting innovative scenario will secure the dominance 
of PeV, hybrid and gas-fueled vehicles in car sales while oil 
demand is likely to shrink 17% to 78 million b/d by 2035. Still, 
the end of the oil age in some 20 years does not occur even 
under such radical scenario for iCe cars, although oil products 
demand shrinks tremendously.

 � Relevant peak oil scenarios should be reflected in the energy 
strategy and state policies. If the government finds itself 
unprepared to parry negative challenges and trends, the worst 
and gloomy implications may follow.

all materials presented in this paper are solely for informational 
purposes and only reflect private judgment of the authors and shall 
not be considered as an urge or recommendation to commit any 
actions.
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