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Elevated European natural das price reflects a
challenging outlook

1 September 2026

The European natural gas price has surged ahead of the comparable oil
price. This reflects unique supply and seasonal stresses that appear likely to
persist for the rest of the year.

SEASONAL FACTORS TEND TO DRIVE DIVERGENCE IN EUROPEAN OIL AND GAS PRICES
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THE CONTEXT

Since approximately 20% of global oil and LNG flow through the Strait of Hormuz, energy prices continue to be
significantly impacted by expectations about the course of the war in the Middle East. For the most part, the prices
of Brent and European benchmark gas (TTF), when expressed in equivalent terms, have been tightly correlated since
the beginning of 2025 and extending through most of the war. However, since the end of June, the comparable price
of TTF has surded well above that of Brent. This premium has reached an unusually high level to Brent that has not
been seen since early 2023, when Europe was still realigning its energy import structure to replace Russian das,
which had previously accounted for around 45% of its total gas imports. This premium indicates unique stress factors
for the gas market that go beyond the supply constraints that have driven ail prices higher since the end of the
ceasefire between the US and Iran.

" ° °
www.the-investment-institute.unicredit.eu J U nlcredlt



https://www.the-investment-institute.unicredit.eu/

The Investment Institute Coffee Break
by UniCredit 1 September 2026

THE DATA

TTF and Brent prices often move together, especially when macroeconomic and geopolitical
forces are the primary drivers. However, the prices of Brent and TTF can drift apart for extended
periods of time if other factors, such as changes in local supply or seasonal demand, impact
one commodity more than the other. A similar major diverdence has recently appeared, as the
TTF price has surged relative to Brent since the end of June. As that difference has continued
to grow, TTF has reached a premium of 50% above Brent in comparable terms. This is the
highest premium for TTF since the beginning of 2023 and compares to an averade discount of
6% for TTF relative to Brent from 2023 to the present time. There are a number of factors that
have driven this surde of TTF above Brent pricing in recent weeks. In terms of supply, only
minimal amounts of Qatar’s approximately 9bcm monthly LNG production are being exported,
according to LSEG data. This has been partially offset by around 3-4bcm of new LNG capacity
from North America, based on IEA data, leaving the supply balance tighter than it was before
the war. The supply situation for oil is somewhat better as the UAE and Saudi Arabia have been
able to export 18-28% of the oil that would normally go through the Strait of Hormuz through
alternative pipelines, based on data from the IEA. Furthermore, the release of global oil reserves
from the US, China, Japan and the IEA has helped to mitigate the oil-supply shock. No
comparable sources of global strategic gas reserves are available.

However, even more important for the relative surge in TTF is the increase in gas demand,
which has been driven by seasonal factors. First, market fears are growing that Europe is behind
schedule with its gas restocking, which will likely lead to sustained high demand at least
through the end of 2026. Current inventories are at 65% of capacity, which is 12pp below
where they were at the end of August 2025. Reaching the 80% target by 1 November will
therefore require significant, sustained injections in the coming months in an environment of
tighter supply, if the Iran conflict remains frozen. Second, the extraordinarily hot summer in
Europe and the key gas-importing countries in Asia has boosted demand for LNG to power
cooling systems. Simultaneously, drought has curtailed the availability of nuclear and hydro
power during this period, further stimulating demand for LNG. These seasonal, weather-related
factors — more than the supply constraints — have been the main reason why the TTF price has
surged ahead of the comparable Brent price in recent weeks.

OUR VIEW

The supply disruption from the war in Iran together with the surge in demand this summer has
driven TTF to EUR 70/MWh, the highest since early 2023, when Europe was still reorienting its
gas supply away from Russia. This gives an indication of the market stress that TTF is currently
pricing in. The high price premium relative to Brent further indicates the unique difficulties the
gas market faces relative to the oil market. However, we think that some of these factors may
be close to peaking and could bring modest relief to TTF prices in the near term. First, the
extreme heatwaves this summer should ease in the coming weeks and months, reducing some
demand for power. Second, European restocking is progressing, despite high prices, at a rate of
7-9pp per month. At this rate, the 80% threshold would be in reach by 1 November. In addition,
this threshold can be lowered to 75% or delayed by a month in the event of exceptional market
conditions, providing additional flexibility. We therefaore think that there is unlikely to be a
major das shortfall in Europe or regulatory intervention before the winter heating season.

The two major drivers of the TTF price continue to be developments of the war in Iran and
weather — both of which are highly uncertain. The current price level appears to factor in a
frozen conflict. It would likely take a resumption of kinetic military action involving more
destruction to energy infrastructure to justify significant further price increases. After two
winters in a row with below-average temperatures, the likelihood of a return to average would
imply less LNG demand from Europe this winter relative to the past two years. Despite the
potential for a gradual easing in the current elevated gas price, Europe’s need to replenish
stocks will remain a supporting factor and will likely prevent a significant drop in prices without
the reopening of the Strait of Hormuz.
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OTHER THINGS TO NOTE

Eurozone inflation likely accelerated in August
We forecast a large increase in eurozone inflation for August, to 3.4% yoy from 2.9%, the
highest reading since September 2023. The acceleration has likely been driven by energy,
which we think has added 0.4pp to the headline inflation rate, mainly due to a jump in the
price of oil products. Core inflation has likely remained at 2.5% yoy, with the usual uncertainty
related to potentially large seasonal swings in the prices of holiday-related services.
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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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