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Energy markets pay the price for the conflict

Gas prices: Gas prices are rising sharply to their highest level of the year.

Financial markets: The financial markets expect gas supplies to be particularly tight in the
short term.

Oil: Oil markets are volatile, but genuine shortages are particularly evident in oil products.
Types of oil: As there are significant differences between types of oil, a shortage of one
cannot simply be offset by another.

Interest rates: Central banks are keeping interest rates stable despite higher inflation caused
by rising energy prices.
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TTF natural gas price reached the highest point of the year

The active TTF monthly contract is currently trading at around EUR 55/MWh after having reached a
peak of EUR 64.35/MWh last week. At the start of July, it was trading around EUR 45/MWh. This
means the European gas benchmark had risen by over 30% in barely a month before prices eased.
The high volatility is mainly due to fear regarding a possible further escalation of the (renewed) unrest
in the Middle East as well as hope for a swift agreement. The recent air strikes between the US and
Iran — following earlier attempts to reach an agreement during a ceasefire — have dealt a significant
blow to market sentiment. Reports regarding a possible deal between Oman and Iran provides some
hope for investors.

Rising gas prices signal a shortage
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Moreover, with the recent developments, the TTF market has recorded higher prices than at the start
of the conflict. On 24 July, the active monthly contract was trading above EUR 63/MWh. This was
higher than the previous price peak of around EUR 61/MWh seen on 19 March. Although the market
remains sensitive to headlines, and sentiment regarding the situation in the Strait of Hormuz remains
a key factor, the current higher prices can also be explained by sound fundamentals.

For instance, the supply shortage in the global LNG market is growing with every day that exports
from the Strait of Hormuz remain at a standstill. With a few exceptions — for example, during short
periods of ceasefire — LNG exports from the region have now been virtually at a standstill for over five
months. Unlike the oil market — where there are various alternative routes for the export of oil and oil
products — the vulnerability of the gas market is largely concentrated in a single location: the Ras
Laffan LNG production facility in Qatar.
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Significant differences between monthly and annual gas contracts

We are seeing an interesting development in the price differential between the active monthly contract
and the active annual contract on the TTF market. For most of 2025, this price differential hovered
around EUR 0 /MWh. When the TTF price of the active monthly contract rose sharply towards the end
of February 2026 — in anticipation of the start of the conflict between the US and Iran — the price of the
annual contract experienced a less significant increase. This was a logical consequence, as the risks
and uncertainty regarding LNG exports were, at that time, primarily short-term in nature.

With the volatile price movements — largely driven by headlines — that followed in the months
thereafter, the price differential between the monthly and annual contracts was also volatile. For most
of that time, the active monthly contract traded at around EUR 5/MWh to EUR 15/MWh higher than
the annual contract. Since the end of June, however, we have seen a — so far sustained — greater
price differential between the monthly and annual contracts. That seems striking.

TTF price difference between active monthly and
annual contracts
EUR/MWh
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As described above, the fundamental tightness in the global LNG market is increasing as LNG
exports from the Strait of Hormuz fail to resume. With every month that passes without LNG exports
from the region, around 10 bcm is withdrawn from the global market. This suggests that the current
market tightness is set to persist well into 2027. Admittedly, new LNG projects are set to come online
in the coming year, which could provide some additional capacity, but this factor was already largely
factored into the price. This is not a new development of the last few months.

It is not surprising that the current market situation — with a supply shock at present and uncertainty
about how it will develop — is leading to a price differential between monthly and annual contracts.
However, the way this has developed in recent weeks is striking.

It indicates that ‘the market’ — that is, traders and energy consumers combined — expects the greatest
shortages in the coming months. This is consistent with low stock levels and uncertainty regarding
gas supplies to Europe, as well as demand for gas during the coming winter. Of course, significantly
more LNG import capacity has been added in north-western Europe in recent years. However, this
offers no guarantee that the LNG will actually physically make its way to us. To ensure that happens,
you have to pay a higher price than competitors abroad. This is pushing the monthly contract price
ever higher.

At the same time, the price rise for the 2027 annual contract is lagging behind. This, too, is
understandable. Although low stocks at the start of winter automatically mean relatively low stocks at
the end of winter, this does not yet say much about the resilience of the gas markets throughout 2027.

As more becomes clear about gas stocks — and in particular the estimate of the final stock level after
the winter of 2026—27 — the active contract will by then have shifted from 2027 to 2028 (in December
2026). This simply creates more time in which the tightness in the gas market can be resolved, and
downward price pressure on the annual contract is more likely to emerge than upward pressure. A
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new attack on production facilities in Qatar — which would delay the ramp-up of production for an
extended period — is, of course, an argument in favour of higher prices for annual contracts.

Dutch gas stocks continue to lag behind the
average
TWh
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Oil prices are dominated by fear and hope

Also the oil prices have once again shown high volatility in recent weeks. The first three weeks of July
were marked by renewed escalations between Iran and the US. As the conflict flared up, with mutual
attacks on strategic targets, fears grew once again that this would not only lead to the Strait of
Hormuz being closed once more, but also cause significant damage to oil and petroleum product
production and export facilities in the region.

Another ‘bullish’ factor was the de facto closure of the Bab-el-Mandeb Strait by the Houthis in Yemen.
Whilst Saudi Arabia proved well able to divert its oil exports from the Persian Gulf to the Red Sea, the
closure of Bab-el-Mandeb makes it more difficult to export oil to Asia. If the southern route from the
Red Sea is no longer viable, the only option left is to export via the Suez Canal. This not only takes
more time (around 10-12 extra days) and money (10 extra days’ sailing entails additional fuel costs
as well as the Suez Canal transit fee), but also presents logistical challenges.

For instance, only tankers with a maximum capacity of 1 million barrels can pass through the Suez
Canal. The large oil tankers (Very Large Crude Carriers/VLCCs), with a capacity of up to 2 million
barrels, can only pass through with a reduced cargo. Half of this cargo would then have to be
transported by pipeline overland towards the Mediterranean Sea.

Brent crude price
USD/barrel

125
115
105
95
85
75
65

55
jan-26 mrt-26 mei-26 jul-26

e Brent oil (monthly contract)

Source: LSEG Eikon



quLibrium

Nevertheless, prices have been under pressure again since 24 July. Hopes that an agreement might
be reached between the US and Iran have led to profit-taking, and the situation in Yemen also
appears to have calmed down. As a result, the initial price rise from USD 70/barrel to over USD
100/barrel, followed by a fall to USD 79/barrel, has been partially reversed.

Significant differences between the oil market and the markets for oil

products
Nevertheless, we are regularly asked why this oil crisis is being described as severe — or even, by the
IEA, as the biggest energy crisis ever — yet oil prices have risen only relatively modestly.

The main difference lies in the fact that a significant proportion of oil from the Middle East still
manages to find its way to the global market, despite the closure of the Strait of Hormuz. This is
achieved via the pipelines through Saudi Arabia (the east-west pipeline), or the pipeline through the
United Arab Emirates (the Habshan-Fujairah pipeline), or via pipelines leading to the Mediterranean
Sea. In addition, China has proved capable of drastically reducing its crude oil imports thanks to its
large strategic reserves. As a result, global shortages have proved less severe than feared. These
shortages are particularly evident in Asia and Africa, whilst in Europe we are feeling the impact mainly
in the form of higher prices.

Not all oil is the same

Although the tightness in the oil market may be less severe than feared, there are significant
differences between the various types of oil. Different regions produce different types of oil. Now that
oil has to be imported partly from other countries due to the conflict in the Middle East, it is important
to highlight the differences between these types of oil.

Not only Europe, but also the United States is heavily dependent on imports of heavy oil in particular.
As the US continues to sever ties with the Middle East, this heavy oil could come from Venezuela or
Canada. However, relations with Canada are under strain, and Venezuela requires substantial
investment before production there can be significantly increased. The US itself is a net exporter of
oil, but this is mainly due to its large domestic production of a lighter grade of oil. The oil that came
from the Middle East before the conflict cannot, therefore, simply be replaced.

The type of oil is determined by two characteristics: its sulphur content and its density. The sulphur
content determines whether the oil is ‘sweet’ or ‘sour’, whilst the density distinguishes between ‘light’
and ‘heavy’ oil. These differences are decisive for the refining process and for the oil's applications.
Light, sweet oil is easier to transport and simpler to refine into fuels such as petrol. For this reason, a
premium is often paid for it. Heavy, sour oil is more difficult to refine, emits more CO, and is cheaper.
This oil is refined, for example, into bitumen or heavy fuels for industry.

Light, sweet crude is produced, amongst other places, in the US (West Texas Intermediate) and in the
North Sea (Brent crude), whilst heavy, sour crude is more commonly sourced from Mexico, Russia
and the Middle East. Consequently, a shortage of oil (due to export restrictions against Russia or a
US-Iran conflict) cannot easily be offset by simply using other types of crude.

Greater shortages of refined products such as diesel and kerosene

For refined products, such as diesel, kerosene and heating oil, we are seeing greater shortages than
in the crude oil market. In recent years, refining capacity in the Middle East has expanded
considerably. In addition, China has also invested heavily in building its own refineries. This put
pressure on refineries in Europe due to lower demand, and led to increasing imports of diesel and
kerosene from the Middle East. China mainly supplied itself and some neighbouring countries with
these products.

Now that exports of refined products from the Middle East have come under pressure, we are seeing
the greatest physical shortages emerging precisely in these markets. Compounding this, Ukraine’s
attacks on Russia have brought exports of Russian diesel, kerosene and heating oil to a standstill.
Indeed, Russia itself is currently having to import these types of oil products rather than producing
them domestically.
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China has also significantly restricted exports of these products, forcing more and more Asian
countries to turn to the global market. This is a market on which we in Europe are also largely
dependent, unless prices have risen to such an extent that European refineries can once again scale
up production from an economic perspective. This explains why the percentage increases in oil
products are greater than those for crude oil.

Added to this is the fact that exports of refined products from Russia have been halted. This is the
result of Ukraine’s retaliatory strikes on Russian refineries. As Russia now needs all its remaining
production capacity to meet its own demand for various fuels, exports of diesel, for example, have
been curtailed. Indeed, Russia has now become a net importer of these fuels. This is making the
global market for refined products even tighter than it already was, thereby driving prices up further.

The Fed and ECB keep interest rates unchanged

At the Fed and ECB interest rate meetings in late July, interest rates remained unchanged. In June,
the Fed made the same decision, whilst the ECB raised interest rates by 25 basis points due to higher
inflation. This inflation was mainly caused by high energy prices.

Despite concerns within the Fed about persistently high inflation, Chairman Kevin Warsh stated that
he does not believe inflation can be effectively curbed by raising interest rates. In his view, this is due
to the causes of inflation, namely the conflict in the Middle East and the resulting high oil prices, US
trade policy and high levels of investment in Al.

Not all board members agreed with Warsh during the interest rate meeting. Three board members —
Hammack, Kashkari and Logan — were in favour of an interest rate rise. It is rare for so many board
members to favour a different course of action; the last time this happened was in 2016. Many
investors were also caught off guard by the decision to leave interest rates unchanged. Shortly before
the meeting, they had still estimated the probability of a rate rise at 31.5%.

This unpredictability is partly caused by Warsh'’s stance and the limited explanation he provides for
the decisions. Central banks’ communication regarding the expected path of monetary policy is also
known as forward guidance. Warsh limits this forward guidance by failing to clarify the developments
on which the decisions are based and by refraining from making any statements regarding the future
interest rate path. This leads to uncertainty in the financial markets.

Trends in ECB refinancing rates and US Fed
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In Europe, the issues discussed at this interest rate meeting were similar to those at the Fed.
Following the interest rate rise in June, inflation appears to be easing. This applies to headline
inflation, energy inflation, food inflation, goods inflation and services inflation. Despite higher energy
prices, the economy remains resilient, partly due to investment and government spending. As the full
impact of the conflict in the Middle East on inflation remains uncertain, interest rates are being kept
unchanged. This leaves room to respond in the future to indirect and second-round effects of this
supply shock. The ECB recognises the risks of lower growth and higher inflation in the future.
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In brief

R TotalEnergies and Eni have decided to develop the Cronos gas field — The gas field off
the coast of Cyprus will thus have a production capacity of approximately 2.8 million tonnes of
LNG per year from 2028, equivalent to 3.6 bcm. With four subsea wells and a subsea
pipeline, the gas can be transported to Egypt. The infrastructure of the Zohr gas field will also
be utilised for this purpose. This will enable production to be realised more quickly and with
lower co,emissions. At the Damietta LNG terminal, the gas will be liquefied and then exported
by ship. For years, Turkey has opposed gas extraction in this region, and this project is no
exception.

R OPEC+ has increased production once again — Last weekend, OPEC+ raised its
production quotas once more. This time by 188k barrels per day, effective from September.
This increase, combined with previous ones, has effectively cancelled out the full production
cut planned for 2023. And although many countries are currently unable to increase
production or export oil and oil products, it does provide an opportunity to ramp up production
once the war in the Middle East is over.

R Due to low river levels, coal traders will not be purchasing new cargoes until
September — At Kaub, one of the widest and shallowest points on the Rhine, the water level
was just 25 cm on 31 July. The average during the summer period is 300 to 400 cm. As a
result, the volume of coal traded has fallen by 75%, and traders are charging a low-water
surcharge to compensate for their losses.

Normally, this surcharge costs between approximately EUR 3/tonne and EUR 18/tonne. It has
now peaked at EUR 100/tonne. To avoid having to store coal in ports, traders are holding off
on purchasing coal until September. Thanks to existing stocks and alternative means of
transport, the shortages are not as severe as might be expected.

R The US and Japan intervene jointly to stem the yen’s decline — The Japanese currency
had been under pressure already for months due to low interest rates. An intervention worth
USD 54 billion was carried out by the Bank of Japan to support the yen. As a result of this
action, the USD/JPY exchange rate fell from 163 to 157. At the same time, the Federal
Reserve sold euros and used the proceeds to buy yen, thereby increasing demand for the
yen and, consequently, its value.

By selling euros, the impact on the dollar and the US economy was limited. For Japan, the fall
in the exchange rate means it can import fuel — which is largely traded in dollars — more
cheaply. This puts downward pressure on Japanese energy prices and reduces inflation, at
least in the short term.

Energy Agenda

Organisation Date Event

X 10-08-2026 International Biodiesel day

Organization of the Petroleum Exporting Countries (OPEC) 12-08-2026 Publication Monthly Report
International Energy Agency (IEA) 12-08-2026 Publication Monthly Oil Market Report
European Commission 09-09-2026 Publication European Innovation Act
European Commission Q2 Publication Industrial Decarbonisation Bank
European Commission Q3 Publication proposal EU ETS phase 5
European Commission oct-26 Commission Work Pogramme 2027

United Nations nov-26 COP31



quLibrium

For more information about this update or other services offered by EqoLibrium, please
contact:

Hans van Cleef — hans.vancleef@egolibrium.com / 0031- 6 30 90 33 76
Bart van der Pas — bart.vanderpas@eqolibrium.com / 0031 — 6 36 52 95 51
Guusje Schreurs — guusje.schreurs@eqolibrium.com / 0031 — 6 29 49 81 39
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