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Presentation Outline

• Hormuz Closure:
• Commercial Refining and Inventory Responses (Availability)
• Comparing Diesel and Jet Fuel Price Spikes to Economic 

Activity (Affordability)

• Biofuels: RINs & the RFS
• U.S. Domestic Policy Impairing Affordability, Amplifying the 

price spikes from the Hormuz closure
• Alternative Views from the Biofuels Community



Hormuz Response:
Refining Utilization & Inventories

© Copyright 2025 Energy Policy Research Foundation, Inc. 25 Massachusetts Avenue NW, Washington, DC 20001 ▪ 202.944.3339 ▪ eprinc.org



© Copyright 2025 Energy Policy Research Foundation, Inc. 25 Massachusetts Avenue NW, Washington, DC 20001 ▪ 202.944.3339 ▪ eprinc.org

U.S. Refinery Capacity Utilization:
Moving in Line with the Season & Demand
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U.S. Crude Oil U.S. Products

U.S. Weekly Inventories
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U.S. Gasoline U.S. Distillate

U.S. Weekly Inventories
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But jet is out 
of sync

🤔

U.S. Weekly Inventories

U.S. Jet
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Hormuz Closure: U.S. Jet Fuel & Passenger Impact
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Hormuz Closure: U.S. Diesel & Freight Impact
Retail U.S. diesel prices (blue 
line) and the Cass Truckload 
Linehaul Index® (red bars) 
tend to move together with 

the economic cycle.

Why it matters?
Roughly 70% of #2 distillate 

now goes to trucking (up 
from 37% in 1984), so diesel 
demand and freight volumes 

together give a directional 
read on durable and 

consumer goods activity, a 
useful complement to GDP, 

unemployment, and Fed 
indicators.



Biofuels: RINs & the RFS
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With tight global product 
markets, the 3-2-1 Crack 

Spread favors U.S. refiners. 
Or does it?

How much of it goes to the 
RFS?
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RINs (Renewable fuel Identification Numbers) of the RFS 
(Renewable Fuel Standard) are the largest compliance 

burden for U.S. petroleum refiners and key to the 
profitability of the U.S. biofuel industry. This compliance 
burden is passed through to consumers through higher 

fuel prices.

Following considerable debate and comments, EPA 
released final RVOs (renewable volume obligations) for 

compliance years of 2026 and 2027. They are particularly 
aggressive in comparison to past years including a 
provision for "reallocation." In previous years, small 

refinery exemptions (SREs) were issued. Challenging the 
eligibility of these SREs coupled with a loss of mandated 

volumes, these volumes are being "reallocated" (or 
restored) to compliance years 2026 and 2027. 

Debate focused on the percentage of exempt volumes 
with advocacy ranging from 0% to 50% from petroleum 

interests to a 100% from biofuel interests. EPA made the 
determination to "reallocate" 70%, adding to the already 
high RVOs. With the late March 2026 news, RIN prices, 

already high, rose 6% to 9%.

The Renewable Fuel Standard: RIN Prices 
Are Accelerating Due to Ambitious RVOs



© Copyright 2026 Energy Policy Research Foundation, Inc. 25 Massachusetts Avenue NW, Washington, DC 20001 ▪ 202.944.3339 ▪ eprinc.org

While the 321 Crack implies 
favorable margins for the 

refining industry, EPRINC’s 
model implies that about 25-
40% (or $12.50/bbl to $20/bbl; 

30 to 47 cents/gal) goes to 
pay for the RFS obligation.



The Renewable Fuel Standard:
Cost to Consumers – Revisited
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Extending the model, the adjacent 
figure reflects EPRINC's ongoing 
estimates of the RFS's additional 

cost per gallon of fuel, rising from 15 
cents per gallon in January 2024 to 

45 cents in May 2026.
 

At a current estimate of 45 cents per 
gallon and 140 billion gallons of 

annual U.S. gasoline consumption, 
annual total economic cost is 

projected to be over $66 billion to 
U.S. consumers.



U.S. National Retail Gasoline Cost Breakdown: 
Hormuz Cost Amplified by the RFS
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On the heels of the end of the 
second month of the Hormuz Strait 

closure, crude oil prices have 
spiked. Policymakers and 

practitioners have sought a variety 
of mitigating the cost spikes in 

transportation fuel prices. 

Deconstructing and comparing U.S. 
Retail Regular Gasoline prices for 

two periods: January 2024 and April 
2026, U.S. domestic crude costs 

have nominally risen 37%; but RIN 
costs have risen 164%, according 

to EPRINC estimates.

EPA's late-March 2026 RFS Set 2 
Rule reallocated 70% of small-

refinery-exemption volumes: RINs 
jumped 6–9% on the day.
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Source: “The Biofuels 
Blueprint: Understanding the 

U.S. Renewable Fuel Standard” 
Maria Gerveni, Todd Hubbs, 

Scott H. Irwin, James H. Stock.
First published: 10 May 2026

Figure 9. Inflation-adjusted annual RIN compliance 
cost for the RFS, 2011–2025 (2025 = 100)*
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Source: Hubbs, T. and S. Irwin. "Rewriting 
the RFS Playbook: The Impact of Final 

RVOs on Projected Biomass-Based Diesel 
Production and Imports for 2026-2027." 
farmdoc daily (16):101, Department of 

Agricultural and Consumer Economics, 
University of Illinois at Urbana-

Champaign, June 10, 2026. 
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• If you could lower the ethanol mandate from 15 to 14 billion gallons 
per year  ...
• The corn yield per acre is about 190 bushels per acre now. 
• The ethanol yield per bushel of corn is 2.8 gallons è 532 = 2.8 x 190

• Divide 1 billion gallons by 532; that implies 1.9 million acres

• The U.S. harvests about 450 million acres annually; of that ~85 is 
corn; of that, about 35 to 40% is fuel ethanol.
• Current corn bushel price is $4.15. 
• $1.5 billion = 1.9 million acres x 190 bushels x $4.15

U.S. Biofuels Policy Alternative: A 
Vanilla Subsidy
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• U.S. corn yields have grown from 40 bushels/acre to 190, almost 3% 
annualized, but global demand has failed to keep pace with rising 
production:
• Population growth is decelerating along with per capita food consumption.
• e.g., per capita meat consumption has slowed from 2.4% in the 1990s to 0.7% 

and expected to grow 0.1% through 2050.
• Biofuel demand faces similar challenges from:

• vehicle efficiency gains, changing driving patterns.
• if these trends continue, ethanol demand could fall to 6.6 billion gallons from 14 

currently; by 2050, there would be 31% fewer corn acres in the U.S. 
• (Their) Conclusion: Biofuel markets present a strategic, scalable and 

market-driven option for absorbing agricultural surpluses, [supply a 
growing share of the global ~940 billion gallon liquid fuel market] an 
essential role that food demand alone can no longer fulfill.

“Fueling agriculture: biofuels as the catalyst” - June 2026 
prepared for U.S. Farmers & Ranchers in Action by S&P
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Thank you.

Questions?
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