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Déja vu: the EU’s natural gas nightmare recurs in Iran

16 March 2026

The war in Iran again demonstrates the EU’s vulnerability as a natural
resource importer. The path to strategic independence requires accelerating
investment in clean tech and indigenous power generation.

1. EU gas reserves are precariously low after a cold winter. This challenging backdrop was already amplifying gas-
price volatility and is now further stressed by the outbreak of war in Iran.

2. An LNG surplus in 2026 was set to ease the outlook for importers this year. But the longer the war continues,
the more the surplus will shrink and, in a worst-case scenario, could turn into a deficit.

3. The recent spike in the benchmark TTF price reflects concerns about tighter supplies but does not indicate panic
buying. While further price rises are possible in the months ahead, the current situation for Europe is not as dire
as the Ukraine conflict was.

4. Sustainability goals are changing focus from decarbonisation to energy security. Rising investment in the clean-
tech sector is key to greater enerdy autonomy for Europe and will be a lasting legacy of the recent deopolitical
crises.
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The outbreak of war complicates Europe’s gas restocking season

The war in Iran is keeping energy markets on edge and will continue to shape price expectations for the rest of the
year, regardless of how the conflict develops. Former expectations of an LNG supply increase that supported the
previous benign price outlook are already being revised downwards as exports from the Strait of Hormuz are stranded
and as production at the world’s largest LNG plant, Qatar’s Ras Laffan, has been halted. The length of the war is a
critical factor in the outlook for Europe’s benchmark TTF gas price.

The longer LNG supplies are kept off the market and the more energy infrastructure is destroyed, the greater the
likelihood that natural gas price rises will accelerate. We are currently expecting the hostilities to end in several
weeks rather than several months since all parties to the conflict have clear incentives to deescalate hostilities. If
those expectations prove to be too optimistic and the war extends into the summer, the TTF price could rise past
recent highs toward EUR 80-90/MWh, which would have nedative implications for the near-term European economic
outlook.

One of the key reasons why the European economy is currently particularly sensitive to das prices is that reserves
have been depleted after an especially cold winter. Reserves at the bedinning of March were at around 30% of
capacity. This is about 4pp lower than they were at the end of last winter, which was already low. In order to reach
the 80% restocking target before the beginning of the next heating season, EU gas companies need to import enough
gas to fill this remaining 50% of inventories in the coming summer.

MAJOR RESTOCKING NEED AFTER THE 2025-26 WINTER
PERCENT OF EU GAS RESERVES FILLED
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While reaching the 80% target by the start of the 2026 heating season was always going to be challenging, the war
in Iran has complicated the outlook substantially. The chart below shows that the amount of LNG flowing through
the Strait of Hormuz (95% of which comes from Qatar) significantly exceeds the new capacity that is set to come
online in 2026. In a worst case, the expected global surplus could even turn into a deficit if exports from the Strait of
Hormuz are blocked for months. The chart also shows that the amount the EU needs to import this summer to refill
its stocks to 80% of capacity is significant relative to these amounts. The requirement to replenish these stocks
ahead of winter represents a major risk factor in terms of both the EU’s ability to attract the necessary volumes and
the price that exporters will demand if the surplus shrinks.
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ELIMINATING EXPORTS FROM HORMUZ COULD UPEND THE PREVIOUSLY BENIGN SUPPLY OUTLOOK
VOLUME IN BCM
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LNG import dependency becomes a geoeconomic problem

The EU has limited direct exposure to LNG from the Middle East, which accounts for only 13% of its LNG imports,
compared to 58% sourced from North America, according to Bloomberg data for 2025. In Europe, Italy and Spain are
the two countries most exposed to Qatari LNG. Asia is more directly impacted by the Iran war as Asian countries
import around 80% of Qatar’s production. China reduced its LNG purchases from the US following the tariff dispute
in 2025 and now relies heavily on imports from the Middle East and Russia.

Nevertheless, the das crisis in the Middle East impacts Europe as well, since competition for any available LNG flows
will become more acute and will reshuffle export routes, causing a global increase in LNG prices. Europe has known
for months that its restocking need in 2026 will be daunting and got off to an early start with record LNG imports
from the US in recent months. However, that positive early transition to the restocking season now faces major
headwinds in the coming months as more intense competition for LNG imports and volatile pricing are likely to
impede imports as the seasonal build-up begins.

THE EU IMPORTED RECORD LNG VOLUMES FROM THE US IN RECENT MONTHS
LNG VOLUME IN BCM
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Furthermore, this dependency on the US for around 25% of its total gas imports (LNG covers approximately 40% of
EU imports, with 58% of that sourced from the US) further increases the EU’s strategic dependence on the US, which
had already deepened because of its reliance on US military support since the outbreak of the Ukraine crisis. While
we concluded in a recent Coffee Break issue (“Can the US use natural das as a geoeconomic weapon agdainst Europe”
— 22 January) that the US does not have as much leverage against the EU through its LNG exports as Russia had
previously through its pipelines, the EU’s energy dependence weakens its geoeconomic leverage compared to raw-
materials exporters. This weakness has even been reflected in the depreciation of the EUR relative to the USD since
the outbreak of war in Iran.

An unwelcome price spike, but no signs of panic (yet)

The recent war in Iran triggered one of the largest TTF price spikes since the early stages of the Russia-Ukraine war.
The first two days of war in Iran led to a 70% jump in TTF, which is a different order from the 13% price rise during
the 12-day US-Israel-Iran conflict in June 2025. Most of the recent TTF price swings have been weather-related.

At the beginning of 2025 and adain in 2026 the TTF price rose sharply as rapidly depleting inventories raised concerns
that Europe might not be able to import enough LNG to meet the ledally mandated target for reserves. In 2025, prices
cooled off in March and April as the EU prepared regulatory changes to relax its restocking targets, which calmed
fears that governments might need to intervene in the gas market. Similarly in 2026, prices were on a downward
trajectory before the outbreak of the Iran war as milder weather and proactive importing by the EU kept inventories
from reaching critical levels.

MAJOR TTF PRICE DRIVERS SINCE THE OUTBREAK OF THE RUSSIA-UKRAINE CONFLICT
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While the recent surde in TTF prices is concerning, it does not indicate panic in the market. At the warst phase of the
Ukraine crisis, TTF surged above EUR 300/MWh and averaged EUR 220/MWh in August-September 2022. We do not
believe that a similar situation is likely to unfold in the current crisis because 1. Europe now has the LNG infrastructure
that it lacked in 2022, when it was dependent on Russian pipeline das and 2. the expanding supply of LNG has eased
the global balance relative to recent years.

Nevertheless, if the Strait of Hormuz remains closed for an extended period, TTF prices could surge to EUR 90-
100/MWh. On the other hand, if a ceasefire is agreed in the coming weeks, we think there will be little long-term
damade, with TTF potentially declining towards our previous target for 2026 of EUR 35/MWh by the end of the year.
Our upwardly revised forecast of EUR 40/MWh for the year is based on this more accommaodating scenario. However,
if the crisis continues or expands in April and May, we would need to raise our 2026 TTF forecast again.
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Enerdy sustainability meets energy security

The Iran conflict is giving the Europeans a sense of déja vu. While the current das crisis is unlikely to have anything
like the epochal effects of the Russia-Ukraine conflict, it is a reminder of how dangerous it is to be resource dependent.
The goal of strengthening resource autonomy is resulting in a new concept of energy sustainability. While the focus
of sustainability in the years surrounding the COVID-19 pandemic was on greening industry and reducing society’s
carbon footprint, the new sustainability push aims to expand sovereign energy-generating assets in any form as
quickly as possible.

For Europe, as a geographic region with limited hydrocarbon resources, this means doubling down on renewable and
nuclear power, even if the timing of the investment is complicated by higher inflation and therefore higher interest
rates. Since 2022 the EU has accelerated investment in renewables. The share of renewable power in total electricity
generation reached 48% in 2025, with nuclear adding a further 23% — up from 39% and 22%, respectively, in 2022.
In 2025 solar and wind reached 30% of total electricity generation, overtaking the total generated from fossil fuels
for the first time.

CLEAN ENERGY INVESTMENTS HAVE REDUCED THE EU’S FOSSIL-FUEL DEPENDENCE
ELECTRICITY GENERATION IN TWH
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The geopolitical crises of 2022-26 have sharpened the EU’s recognition of its energy vulnerability and has led it to
announce a number of initiatives to promote new investment in clean energy and grid upgrades. The EU’s initial
reaction came with the REPowerEU initiative in May 2022. This will be augmented with a Clean Industrial Deal that
was launched on 26 February to raise investment in energy-intensive industries and clean-tech innovation. The Clean
Enerdy Investment Stratedy announced on 10 March aims to accelerate the pace and scale of investment in clean
energy by setting up an infrastructure investment fund and by stimulating private-sector investment in clean energy.

The European Commission forecasts that Europe will need to invest EUR 660bn annually in the clean energy sector
until 2030 in order to achieve these goals. This includes a new strateqy for the development of small modular nuclear
reactors as part of its green investment strategy. The timing of these initiatives, as well as fading reluctance to invest
in nuclear power, shows that Europe’s clean tech investment stratedgy has evolved from focusing on its carbon
footprint to energy security.

The doal is ultimately to shrink the amount of energy imports and bolster national sovereignty. The urgency and
scale of these projects should give a lasting boost to companies involved in clean tech development and financing
in the coming years and is likely to be a lasting legacy of the geopolitical crises that have compromised the EU’s
strategic autonomy in recent years.
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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:

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

6. 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 exchande rates and have an undesirable effect on the profitability of the investment.

7. 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.

8. 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.

9. 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.

10. 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.

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

12. 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, 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 autharisation from UniCredit Group unless if purposes of personal use only. E 25/1
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