The Investment Institute
by UniCredit

Coffee Break

Coffee Break is our daily publication, offering topical
insights as an intellectual ingot to start the day.

Iran war:
the fear premium drives up European das prices

3 March 2026

The start of hostilities between the US and Iran this weekend rattled the
natural gas market. The potential for a supply shock further stresses an
already tense outlook for summer restocking.
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THE CONTEXT

Global energy markets received an immediate jolt over the weekend as the US and Israel launched a massive air
campaign adainst Iran. After discussing the impact on the oil market in yesterday’s Coffee Break, “Why USD 80/bbl
remains a ceiling for oil prices”, we now turn to the implications for natural gas. The immediate dander for the
European gas market is that Iran could close the Strait of Hormuz, through which approximately 20% of global LNG
flows, most of which comes from Qatar (around 93%). The start of the conflict has already effectively closed the
strait, but how long this persists will have a major impact on the price of natural gas for the rest of 2026.
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The unknowns surrounding the US administration’s next moves and the evolving state of the Iranian regime has
already injected a major fear premium into the European benchmark TTF price that could continue to rise if the
conflict is expected to be a protracted one.

THE DATA

Not only are the US and Qatar among the leading exporters of LNG globally, they are also
expected to be the two major sources of production growth in the coming years. According to
data from the International Energy Agency, the US is expected to take an early lead in the
expansion by accounting for 52% of new supply in 2026, compared to 9% from Qatar. However,
growth in Qatari supply is expected to rise significantly in 2027, accounting for around 25% of
the global increase. Although Europe is far more dependent on North America for LNG, with the
region supplying 58% of its needs in 2025, compared to 13% from the Middle East (as we
discussed in a Coffee Break published on 22 January, “Could the US use natural das as a
deoeconomic weapon adainst Europe”), if Qatar’s lardely Asian customers were cut off from
supplies for a protracted period, competition for the remaining global supplies would put
upward pressure on the benchmark TTF das price. China’s share of Qatari sales has risen
steadily to around 23%, which gives them a major stake in the outcome of the conflict. The
potential for supply disruption from a major LNG exporter therefore explains the fear premium
that will be factored into global LNG prices as this conflict evolves.

In the twelve-day conflict between the US and Iran that ended on 24 June 2025, TTF shot up
by 13%, only to fall back by 12% on the day that the ceasefire was announced. Yesterday, TTF
jumped nearly 40% to EUR 45/MWh after Qatar shut down the world’s largest LNG plant, which
was tardeted in an Iranian drone attack. Today’s price is up another 16%, bringing the two-day
increase to more than 60%. This reflects the potential for a more protracted conflict this time,
as well as the relatively complacent market conditions that were previously only nominally
pricing in some potential for a conflict in Iran.

OUR VIEW

Although Europe is less directly exposed to Qatari LNG exports than China and other Asian
customers are, if trade in the Strait of Hormuz is disrupted, it will intensify global competition
for the remaining LNG flows. Even before the conflict with Iran broke out, Europe was facing a
daunting restocking season this summer. As of the end of February, gas inventories in Europe
were only 30% full, compared to 38% at the same time last year (which was already very low)
and 62% at the end of February 2024. Therefore, a price spike shortly before the restocking
season gets underway is concerning for the European economic outlook. Our 2026 TTF forecast
is EUR 30-35/MWHh. If the conflict is resolved relatively quickly, then those levels are still
imaginable — especially in the second half of the year — as the market has been increasingly
bearish due to the significant new LNG supply set to come online in the US, Qatar and Canada.

US President Donald Trump has already given conflicting signals about his intentions but has
stated that he can imagine the conflict lasting four to five weeks. At this point, it appears that
all sides have a major interest in resolving the conflict. For Iran, it is a question of the regime’s
survival. For the US, sustained high oil prices would add unwelcome pressure in an election
year, when US voters are already restless about cost-of-living pressure. For China, the disruption
of a key source of energy imports would nedatively impact already flagging growth. Despite
this logic favouring a rapid détente, the fear premium on das prices is likely to remain elevated
— and potentially even to rise — in the short term, as market participants have little clarity on
what outcomes the warring parties are willing to accept and therefore when an end to the
conflict could bring a resumption of the previous calmer energy-trading conditions.
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OTHER THINGS TO NOTE

Focus on eurozone inflation

We expect eurozone headline inflation for February to have remained at 1.7% yoy, while
core inflation likely eased by another 0.1pp to 2.1%. Energy prices probably added 0.1pp
to headline inflation, while food inflation might have broadly stabilised. The inflation
outlook is benign. The slowing trend in core inflation will likely continue this year, driven
by services prices amid easing wage growth. Core-goods inflation has probably bottomed
out, but pipeline price pressure is still weak.

TODAY'’S DATA RELEASES

Time (CET) Country Data Period UniCredit Consensus Previous
11:00 €z Consumer price index, CPI (% yoy) Feb 1.7 1.7 1.7
11:00 4 Core CPI (% yoy) Feb 2.1 2.2 2.2
11:00 IT Consumer price index, CPI (% yoy) Feb 1.0 1.0 1.0

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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