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Iran war has torn a hole in the global oil market

27 April 2026

The Iran war has triggered one of the largest disruptions to physical oil
supply in modern history. While de-escalation could ease some geopolitical
risk premiums, the damage to production, exports and logistics means
markets are unlikely to quickly return to pre-war conditions.

CRUDE OIL PRODUCTION HAS FALLEN SHARPLY AMONG GULF PRODUCERS (MB/D)
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Note: crude oil production for March as reported by OPEC member countries based on direct communication

THE CONTEXT

While diplomatic efforts to halt the Iran war remain fragile, the conflict continues to disrupt energy markets and
amplify geopolitical risk. US President Donald Trump signalled that a US naval blockade of Iranian ports would remain
in place “until a deal is signed”. Iranian officials have taken a similarly restrictive stance: they have said that the
Strait of Hormuz would remain closed to most commercial traffic for now, reinforcing concerns that even incremental
diplomatic progress may not translate into a swift normalisation of energy flows.
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THE DATA

Our chart compares February and March crude oil production across major Gulf producers,
ranked by absolute production losses. It shows that March output is almost 10mb/d (or 40%)
lower than February levels across the region. More than 50 days into the conflict, more than
half a billion barrels of crude and condensate have failed to reach the global market, according
to Kpler data and Reuters calculations. Reinforcing this view, Vitol chief executive Russell Hardy
has cautioned that war-related damage and prolonged restart times mean the global oil
market is now on course to lose at least a billion barrels of crude and products, even if hostilities
were to end immediately. Indications suggest that the March picture has changed little in April.
While the pace of deterioration appears to have slowed, there is limited evidence of a
meaningful recovery in either production levels or export flows.

OUR VIEW

The scale of the loss underscores the severity of the physical shock. Volumes of this magnitude
are not easily replaced through spare capacity or inventories, and their absence has already
tightened balances across crude and refined-product markets globally. More importantly, they
represent a structural interruption that will continue to shape energy markets well beyond any
near-term ceasefire headlines, as production, logistics and infrastructure take time to recover
even under a more benign deopolitical scenario. Indeed, even if hostilities end, some
production losses may prove permanent, as interrupted wells may be difficult or uneconomic
to bring back online.

What differentiates this episode is the simultaneous suppression of multiple supply channels
and the uneven exposure across producers. Several Gulf exporters are operating well below
normal levels, but their ability to adapt varies. Irag and Kuwait are particularly exposed, given
their heavy reliance on exports transiting the Strait of Hormuz and the absence of scalable
alternative routes. Saudi Arabia and the UAE benefit from limited bypass options via pipelines
to the Red Sea and Fujairah on the Gulf of Oman, which mitigate — but do not eliminate — their
vulnerability. Iran, meanwhile, continues to produce crude but is effectively prevented from
bringing meaningful volumes to market by the US naval blockade, removing what might
otherwise have been a marginal offsetting source of supply if sanctions were eased.

Adainst this backdrop, we expect Brent to ease towards USD 90/bbl by end-2026 as risk
premiums fade only gradually, but oil price developments remain highly conditional. A credible
de-escalation and a durable peace agreement would allow part of the dgeopolitical risk
premium to unwind further. This, however, should not be mistaken for a swift return to pre-war
conditions. Even if tensions ease, oil prices are likely to converde towards a different — and
more fragile — equilibrium than before the war. At the same time, the persistent risk of renewed
escalation and prolonged disruption preserves meaningful upside risks.

OTHER THINGS TO NOTE

EUR-USD remains steady above 1.17, as new Iranian proposal prevents new sales

EUR-USD is steady to slightly firmer at around 1.1720 at the start of European session, after
trading overnight between a low of 1.1690 and a high of 1.1732 (vs. 1.1723 on Friday). Press
reports suggest Iran has offered the US a new proposal to reopen the Strait of Hormuz, while
deferring nuclear negotiations until later. This is clearly preventing fresh EUR-USD sales,
after a new round of negdotiations was cancelled by the two parties over the weekend.
Markets remain convinced that a solution to end the war will eventually emerde and that a
meltdown scenario will be avoided. This may keep EUR-USD above 1.17 today, given the
absence of major data releases or events of interest and the approaching month-end, but
investor patience may not last indefinitely. Investors will probably return to buying USD and
selling EUR if no concrete breakthrough in the talks emerdes soon. (R. Mialich)
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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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