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Europe’s energy crisis: limited fiscal space to act 
13 March 2026 

The recent increase in oil prices has led some European governments to urge 
the European Commission to reactivate the emergency powers used during 
the 2022 energy crisis. But such calls – premature given the uncertainty over 
the conflict’s duration – overlook the far tighter fiscal constraints 
governments are currently facing. In today’s context, only targeted and 
minimally distortive measures remain viable policy options.  

SWIFT PASS-THROUGH TO FUEL AND HEATING PRICES  

EUROZONE PRICES IN EURO, EURO/BBL (RS) 

 

Source: European Commission, The Investment Institute by UniCredit 
Note: Prices include taxes. 

THE CONTEXT   

The energy shock triggered by the conflict in Iran has so far remained contained – both in terms of the magnitude of 
price increases and the number of commodities affected. Nonetheless, it has prompted several European countries 

to react swiftly, underscoring just how profound and destabilizing the 2022 energy‑price crisis proved to be. A number 
of European governments have already introduced unilateral measures through domestic legislation to cushion price 
increases: Portugal has implemented an “extraordinary and temporary” reduction in excise duties on retail petroleum 
products, while Hungary has imposed price caps on gasoline and diesel. Others – particularly those that are more 
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affected or fiscally constrained, such as Italy and Slovenia – are urging the European Commission to reactivate the 
emergency measures implemented in the aftermath of Russia’s invasion of Ukraine. EU leaders are pushing for 
intervention coordinated at the EU level, to avoid the “imbalances” that would inevitably arise if countries were to 
respond in a purely national, uncoordinated manner.  

As a result, the current situation is reshaping the agenda for the EU summit on 19-20 March. Originally intended to 
focus on strategies to curb energy prices in the period before the green transition brings structural price relief, the 

meeting is now expected to devote significant attention to short‑term instruments for managing current and 

potential energy‑price pressures. 

 
THE DATA 

Using weekly data collected by the European Commission, our chart illustrates the recent spike 
in retail prices for refined petroleum products at the aggregate eurozone level. These prices 
tend to react quickly to movements in crude oil as changes in wholesale fuel costs are 
transmitted rapidly through the supply chain. They also respond immediately to shifts in 
consumer behaviour and supplier pricing strategies, making them a timely indicator of 

energy‑market stress.  

Since the start of the Iran conflict on 28 February up until Monday (the latest data available), 

home‑heating fuel prices have risen the most, almost as much as Brent crude itself. Diesel 
prices have also climbed, albeit by roughly half the magnitude of Brent’s increase. By contrast, 

the pass‑through to Euro‑Super 95 petrol has been the most contained, remaining in 

single‑digit territory. This more-muted reaction reflects the structure of retail fuel prices in 
Europe: a large share of the final price consists of fixed excise duties and VAT, which cushion 

the impact of crude‑oil fluctuations. In addition, gasoline prices tend to adjust more gradually 
than other refined products because they face strong retail competition. That said, this 
evidence should be regarded as preliminary. With the conflict still in its early stages, the pass-
through of higher oil prices to gasoline is likely to strengthen over time. 

OUR VIEW 

The European Commission has so far refrained from endorsing calls for EU‑level action to 
mitigate price increases, citing both the uncertainty surrounding the duration of the conflict 

and the absence of any immediate risk to supply. This wait‑and‑see stance is well‑justified. 
The deterioration in public finances stemming from the COVID-19 and energy crises and the 
resulting increase in refinancing costs significantly constrain the room for manoeuvre in many 
European countries, especially as the ECB continues to reduce its balance sheet. Against this 
backdrop, should the conflict persist, any measures will need to be carefully targeted towards 

vulnerable households and, where appropriate, energy‑intensive industries.  

Longer‑term considerations also argue against broad‑based interventions that could distort or 

weaken the price signals needed to encourage lower fossil‑fuel consumption and accelerate 

the shift toward domestically generated, less import‑dependent energy sources. As EU leaders 

prepare to discuss longer‑term measures at next week’s EU summit, maintaining the integrity 
of market signals while fostering investment in cleaner, more-resilient energy systems remains 

Europe’s most effective strategy for strengthening long‑term resilience and competitiveness 

in a world where fossil‑fuel markets are increasingly exposed to geopolitical tensions.  
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OTHER THINGS TO NOTE 

The strong USD further increases pressure on the EUR and the JPY 

The Iran crisis is strengthening the USD, as reflected by the US Dollar index (DXY) 
hitting the 100 level again. This is putting more pressure on both the EUR and the 
JPY. EUR-USD broke below 1.15, while USD-JPY is back above 159. We doubt that 
investors might take profit ahead of the weekend given the market’s conviction 
that the conflict will continue. The only risk is that Japanese authorities could step 
up their FX rhetoric or that the BoJ might intervene in the market. However, we 
doubt that the currency weakness would prompt the BoJ to hike rates again next 
week. Meanwhile, the EUR-USD picture has worsened further, with 1.1451 (the low 
reached during the 12-Day War last June) as the next key support level, and the 
1.14-1.1378 area and 1.13 as the following thresholds to be monitored. US data 
releases (PCE inflation, JOLTS job openings, personal income and personal 
spending – see our Bottom Line - The economic fallouts of the Iran war for more 
details) might add some noise in the afternoon, but any retreat of the greenback 
will likely be perceived as a buying-on-dips opportunity. (R. Mialich).  

TODAY’S DATA RELEASES 

Day Country Event 

15-Mar FR First round of municipal elections 

 

Source: The Investment Institute by UniCredit 
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Legal 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 legal 
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 guarantees 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. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly 
according to changes in exchange 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. In the 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 against 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, damages due to losses, lost earnings or unrealised savings. The contents of the publication – 

including data, news, information, images, 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 

https://www.the-investment-institute.unicredit.eu/en/glossary
https://www.the-investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures
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