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Why USD 80/bbl remains a ceiling for oil prices

2 March 2026

Trump’s Operation Epic Fury against Iran adds fresh uncertainty to an
otherwise oversupplied oil market. Despite the geopolitical shock, strong
fundamentals suggest Brent should remain capped around USD 80/bbl. A
sustained move towards or beyond USD 100/bbl would require a major
escalation in the Strait of Hormuz or significant damage to Saudi oil facilities.
This is not our base case: given its struggle for survival, the Iranian regime has
an incentive to keep its response measured.
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THE CONTEXT

With nedotiations between Washington and Tehran about the Iranian nuclear program having stalled, the US and
Israel launched a massive military mission over the weekend. Operation Epic Fury led to the killing of the Supreme
Leader Ali Hosseini Khamenei, who had been in power since 1989. A number of senior officials were killed too. US
President Donald Trump called on the Iranian people to overthrow their governing regime, while Tehran responded
with a volley of missiles attacking US military bases in the Gulf, as well as civilian areas.
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It also attacked three oil tankers in the Strait of Hormuz. In the meantime, during a regular meeting, OPEC+ agreed
on Sunday to hike production by 206kb/d in April, about 50% higher than the 137kb/d increase made in December.
At its opening this morning, Brent rose 13% to more than USD 82/bbl and has since stabilised at around USD 76/bbl.

THE DATA

The OPEC+ decision over the weekend should be seen as an insurance hike, as oil market data
for 1Q26 point to clear oversupply (see chart). Global demand is running at roughly 103 mb/d,
while supply exceeds 107mb/d due to strong US crude production and ample output from
OPEC+. Iran, which produces around 3.4mb/d and exports part of it despite international
sanctions (mainly to China), remains a marginal player and even the full loss of Iranian crude
production (a theoretical case) could be absorbed easily, bringing supply and demand into
balance. Notably, Iran’s crude production in January was at its highest level since 2022. Before
the weekend’s attacks against Tehran, the Trump administration had tightened sanctions on
the Iranian regime in response to its crackdown on domestic protests and had targeted nine
additional tankers linked to Iran’s shadow fleet. It is also interesting to note that OPEC+ has
more than 4mb/d of spare capacity that could be quickly activated in case of need (of which
1.8mb/d are in Saudi Arabia and 0.7mb/d in the UAE).

OUR VIEW

The situation remains highly fluid and unpredictable. The elimination of a country’s top
political leadership almost inevitably triggers a significant response. However, Iran currently
finds itself militarily weakened by the conflict with Israel, lacking clear leadership and
increasingly isolated following the effective dismantling of the Axis of Resistance.
Domestically, the regime faces rising popular discontent and growing internal fragility.

Baseline scenario. In this struggle for survival, the Iranian regime has strong incentives to
avoid escalating tensions to a point that risks a decisive and potentially fatal blow. For this
reason, despite yesterday’s tanker attacks, Tehran may ultimately avoid disrupting the Strait
of Hormuz. China — which, along with Russia, is the only major power supporting Iran — depends
heavily on that sea route for its oil imports and will put pressure on Tehran not to jeopardize it
due to its fear that the US could be forced to take control of the strait to safequard freedom of
navidation through the corridor. Almost 70% of crude oil and condensate passing through
Hormuz is destined for Asian buyers.

The economic relationship between China and Iran is especially entangled. China gets 13% of
its oil imports from Iran, bypassing US sanctions by relabelling it as "Malaysian blended oil",
while virtually all Iranian oil is settled in CNY through China’s Cross-Border Interbank Payment
System (CIPS), making Iran completely dependent on China. Tehran also gets military
equipment from Beijing. Moreover, in 2021 China and Iran signed a 25-year comprehensive
stratedic partnership that involves USD 400bn of Chinese investment in Iranian energy.

Tehran will therefore be extremely careful in taking bold action that could alienate its main
backer. At this stage, it is more advantageous for Iran to continue relying on lower-intensity
tactics in the Strait of Hormuz, such as diversions, GPS spoofing and warnings, rather than
provoking a full-scale crisis. Iran’s foreign minister just confirmed that his country has no
intention to close the route. Ultimately, the viability of the sea lane will hinde on the
willingness of shipowners and insurers to continue using it — and this might require the
involvement of the US Nawy. It is also important to emphasise that, given the economic
weakness of the country, oil revenues remain strategically important to Iran. A softer external
strategy would also allow the future new Iranian leadership to consolidate power domestically,
avoiding opening up another danderous front given the already elevated internal pressure.
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At the same time, Iran’s response also depends on US strategy. To circumvent the need for
congdressional approval, Trump has framed the operation as a necessary reaction to an
imminent nuclear and missile threat, which was not the case. He could halt strikes within days,
claiming that the nuclear and missile threat has been neutralised and that it is now up to the
Iranian people to seize the opportunity for change. Moreover, he could claim the death of
America’s archenemy Ayatollah Ali Khamenei and the weakening of China’s role in the region.
Alternatively, he could continue for weeks, aiming at decisive regime changde, but this would
risk becoming mired in a prolonged Irag-style conflict.

Given his electoral promise to end America’s “forever wars,” he has strong incentives to
disengage as quickly as possible. As shown by the military operation in Venezuela, the current
administration appears more interested in leadership changes than in regime changes, and
cares little about exporting democracy. For Trump, it might be enough to deal with a less
radicalized and ideological Iranian leadership than the previous one. Despite the overall
weakness of the country, the bureaucratic, security and political apparatus is well structured
and can hardly be overthrown overnight.

Thus, assuming restraint on both sides and active supply support from OPEC+ if needed, our
baseline scenario sees Brent remaining below USD 80/bbl, though temporary spikes are
possible (as happened this morning). Given the current oversupply, oil should be trading close
to USD 60/bbl or lower, indicating that markets are already pricing in a significant geopolitical
premium. If the conflict does not escalate and major energy assets remain untouched, we
expect prices to gradually return towards USD 60/bbl as conditions normalise. Brent currently
trading at around USD 76/bbl seems to confirm this view.

Risk scenario. While the White House likely prefers a short-lived intervention, the Iranian
regime may choose a harsher course if it fears imminent collapse due to domestic unrest or if
hardliners prevail and opt to target regional energy infrastructure. In this scenario, Brent could
rise towards or above USD 100/bbl. Two flashpoints dominate:

1. Strait of Hormuz. Over 20% of global oil supply — roughly 21 mb/d — transits the strait. If
Iran disrupts flow through this maritime route by harassing tankers, attacking ports or
erecting partial blockades, alternatives are limited. Saudi Arabia and the UAE can bypass
Hormuz through the East-West Crude Oil Pipeline and the Habshan-Fujairah Qil Pipeline,
but their combined capacity of about 6.8 mb/d (5 mb/d and 1.8 mb/d respectively) is far
below the approximately 11 mb/d they currently export by sea. Iran’s own pipeline to the
Gulf of Oman carries around 300 kb/d, well below the around 2 mb/d it ships through
Hormuz.

2. Saudi enerdy infrastructure. The Houthis, whose threat has been degraded materially,
could resume attacks similar to those of September 2019, when drone strikes on the Abgaiq
and Khurais oil facilities caused Brent to jump 19% overnight. Iran also retains the
capability to target key assets directly, such as Ras Tanura, the Ras Al Khair power and
desalination complex and the East-West Pipeline — a critical artery enabling Saudi crude to
bypass Hormuz.

If this risk scenario materializes, how long Brent prices remain above USD 100/bbl will depend
on the duration and intensity of the shocks. If disruptions prove temporary, solid underlying
fundamentals should reassert themselves, pushing prices back towards USD 80/bbl or below.
If the shocks persist, however, Brent would likely stabilise at structurally higher levels. In our
view, a prolonged, effective blockade of the Strait of Hormuz would be difficult to sustain, and
the US would rapidly deploy the military force required to restore navigability. Likewise, a
lasting degradation of Saudi production capacity would imply a broader regional conflict — a
scenario that, at present, remains unlikely.
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TODAY'’S DATA RELEASES

Time (CET) Country Data Period UniCredit Consensus Previous
09:30 SZ Manufacturing PMI (index) Feb 493 50.3 48.8
09:45 IT Manufacturing PMI (index) Feb 49.4 - 48.1
16:00 us ISM Manufacturing Index Feb - 51.8 52.6

Source: Bloomberg, The Investment Institute by UniCredit
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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