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Inflation and bonds: key differences between Ukraine
2022 and Iran today

11 March 2026

Rising enerqgy prices linked to the conflict in the Middle East are putting
upward pressure on inflation expectations and have triggered a repricing of
central bank outlooks. Memories of 2022 are resurfacing. In this note, we
discuss the key differences this time around.

INFLATION SWAPS AND REAL YIELDS: COMPARISON WITH THE UKRAINE INVASION OF 2022
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Source: Bloomberg, The Investment Institute by UniCredit
Note: Time scale based to zero on 22Feb25 (Ukraine) and 26Feb26 (Iran)

THE CONTEXT

The conflict in the Middle East has been the dominant market driver since the beginning of March. Rising oil and
energy commodity prices have pushed inflation expectations higher, prompting investors to price in a mare hawkish
path for central banks. The trajectory of energy prices will be crucial for fixed-income performance. In this note, we
discuss the key differences compared with 2022 — when Russia’s invasion of Ukraine caused a major inflation shock
— and explain why we expect a more moderate market reaction this time.
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THE DATA

Our chart compares the evolution of 10Y euro swap inflation and real swap rates today with
their behaviour around the time of Russia’s invasion of Ukraine in 2022. The time axis is aligned
so that zero marks the onset of each conflict, allowing for an easier like-for-like comparison.
The key messade is that in 2022, the severe shock to energy prices pushed inflation
expectations sharply higher — by almost 100bp at the ten-year tenor. This, in turn, triggered
the ECB (and other major central banks) to initiate a forceful tightening cycle, driving real yields
significantly upward. What stands out today is that market-based inflation expectations are
following a strikingly similar pattern.

Real yields fell slightly in the month before the start of the Iran conflict, mainly reflecting the
debate on the possible impact of Al. This is somewhat different compared to 2022, when
upward pressure on real yields had already started before the conflict, after many years of
nedative rates. Indeed, a major difference from 2022 is that real yields are no longer nedative.

OUR VIEW

While the current price action in market-based inflation expectations resembles that seen in 2022,
the outlook remains uncertain. Qil prices have fallen from their recent highs and this is already
bringing relief to inflation expectations. Indeed, the key variable to watch going forward is the
behaviour of energy prices, as they directly influence inflation expectations and the ECB’s response.
A prolonged period of stress would be required to create meaningful pressure on inflation.

Investors are drawing parallels with 2022, a year in which government bonds suffered deeply
nedative returns following aggressive tightening by major central banks. There are important
differences relative to that period. 1. Starting point for policy rates: ECB policy rates were
negative and well below neutrality in 2022, giving the central bank substantial room to tighten.
Today, rates are already near neutral, significantly limiting the scope for additional hikes. 2.
Energy levels: Gas prices are far below their 2022 peaks and, following their recent decline, so
are oil prices. Furthermore, back in 2022, gas prices remained high for a prolonded period of
time. This is less likely to happen again now that Europe’s energy mix is more diversified. This
should dampen the inflationary impulse in relative terms. 3. Macro backdrop: In 2022, the
energy supply shock was compounded by strong post-COVID demand. That dynamic is absent
today. Short term Al-related investments may support inflation, but productivity gains are likely to
be disinflationary in the medium term. 4. Yield curve shape: Vield curves are steeper now,
embedding a higher risk premium. This is because fixed-income securities are less scarce now, due
to the ECB shrinking its portfolio of securities and Germany adopting a more proactive fiscal stance.

As a result, fixed-income investors face less valuation risk than in 2022. That said, in an
environment characterised by inflation uncertainty, focusing on real yields by investing in
inflation-linked products should help to preserve value.

OTHER THINGS TO NOTE

Focus on US CPI

We expect both headline and core CPI rose 0.3% mom in February. In year-on-year terms,
this would likely keep headline inflation at 2.4% and cause core inflation to tick up to
2.6% from 2.5%. There are signs that pipeline price pressure on core goods and non-
housing services inflation are rising. The producer price index rose strongly for a second
consecutive month in January, driven by core goods prices and gross margins.
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TODAY'’S DATA RELEASES

Coffee Break
11 March 2026

Time (CET) Country Data Period UniCredit Consensus Previous
13:30 us Consumer price index, CPI (% mom) Feb 0.3 - 0.2
13:30 us Core CPI (% mom) Feb 0.3 - 0.3
13:30 us Core CPI (% yoy) Feb 2.6 - 2.5
13:30 us Consumer price index, CPI (% yoy) Feb 2.4 - 2.4

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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