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Dark transits - when will oil prices fall?

Oil exports from the Middle East have recovered significantly, thanks in part to the “dark .

Dr. Vincent Stamer
transits” of tankers through the Strait of Hormuz that we had anticipated. Nevertheless,
prices for fossil fuels such as crude oil, diesel and natural gas remain high. We analyze | Norman Liebke
the reasons for this and outline our forecast for prices to decline gradually. As a result,

inflation in the euro area is also likely to begin falling only slowly in the spring.

The scenario of gradual de-escalation is playing out, ...

Reciprocal attacks in the Middle East continue to dominate the news, most recently with the Houthi attacks on the headquarters of Saudi
Arabia’s state-owned oil company. A diplomatic solution to the conflict in the Persian Gulf remains further away than ever. Nevertheless,
more and more oil tankers are managing to pass through the Strait of Hormuz, often at night in convoys escorted by the US Navy and
without transmitting position signals. These ship passages, known as “dark transits”, have increased further in recent weeks, as we had
expected (see Week in Focus, title chart). Including exports via the ports of Yanbu on the Red Sea and Fujairah on the Gulf of Oman,
crude oil exports were almost back to pre-war levels by the end of September (Chart 1).

This has raised hopes all the more that energy prices have also reached their peak. That would not only ease the burden on European
industry but also calm financial markets. Government bond yields had risen, in part due to expectations of higher inflation and interest
rate hikes. Falling energy prices could provide at least some relief.

Chart 1 - Qil exports rise to almost pre-war levels
Oil exports from the Middle East, million barrels per day, 7-day average
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Oil prices are likely to gradually decline, ...

If oil exports continue their upward trend thanks to dark transits, prices should soon start to fall. However, at USD 104 per barrel on the
futures market, oil prices remain high. One reason is the persistently elevated level of risk: for several weeks now, the Houthis in Yemen
have stepped up their involvement in the conflict, making passage through the Bab al-Mandab Strait at the southern end of the Red
Sea even riskier. Iran itself could also intensify its attacks in the Persian Gulf again or target key pipelines in Saudi Arabia. This increases
the risk premium embedded in oil prices. Over time, however, these risks should subside and oil prices should fall, moving towards USD
85 by year-end.

... diesel and natural gas prices are still lagging behind

The same principle also applies to oil products such as diesel. However, before crude oil reaches us at filling stations in the form of diesel,
there are currently two additional cost drivers: first, transportation costs for physically delivered crude oil have effectively exploded. [1]
Chartering a tanker of the largest class on the route from the Arabian Sea to China now costs USD 900,000 per day. At the beginning of
the year, it was only USD 100,000. On top of this come immense insurance costs and risk premiums for personnel. All in all, the additional
transportation costs for crude oil could amount to between USD 20 and USD 30 per barrel, and in exceptional cases even more.

Second, oil products such as diesel are still physically scarce. Oil product exports from the Gulf region are lagging behind crude oil exports
and remain around 30% below pre-war levels (Chart 2). In addition, Russian diesel exports have largely dried up in recent months due
to intensified Ukrainian attacks on Russian refineries.
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Chart 2 - Exports of oil products are rising more slowly
Oil product exports from the Middle East, million barrels per day, 7-day average
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The situation for oil products could also ease, ...

However, oil product prices are also likely to benefit sooner or later from a gradual de-escalation. Shipping typically adjusts to a new
situation within a few months, allowing charter rates to fall again. Many Arab countries are already providing insurance coverage for
vessels themselves. Exports of oil products from the Persian Gulf are also likely to continue rising over time. After all, daily oil product
exports were recently more than 2 million barrels per day higher than at the beginning of the Iran war. If exports continue to rise, a decline
in oil product prices should only be a matter of time.

By contrast, European natural gas prices are likely to remain high in the coming months given the relatively low gas storage levels. Only
in the medium term is the situation likely to ease here as well, supported by a significant expansion of LNG export capacity, particularly
in the United States. This is likely to occur over the next few years.

Chart 3 - Energy prices are likely to decline in the coming year
Diesel and European natural gas prices, in USD per tonne and EUR per MWh, Commerzbank forecasts from October 2026 to the end of
2027, month-end values
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... but indirect effects will prevent inflation from falling for the time being

Even if energy prices may have peaked, the inflation rate is unlikely to fall until the spring. This is because companies have been paying
high energy prices for more than six months and will increasingly have to pass these costs on. This is particularly true of high gas prices.
Not only do they make heating more expensive, but they also raise the cost of agricultural fertilisers, electricity generated by gas-fired
power plants, and goods produced by energy-intensive industries such as metal processing. As a result, prices for food in particular, as
well as for goods excluding energy, are likely to rise faster next year than they have so far (Chart 4). This will initially offset the slower
increase, or even decline, in energy prices, meaning that inflation is unlikely to fall noticeably until mid-2027.



Chart 4 - Inflation reaches a plateau
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Contributions to year-on-year rate of consumer price index by subcomponent, in percent; contributions in percentage points,

beginning in October 2026: Commerzbank forecast
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Inflation could be somewhat lower than currently priced in...

Although inflation declines only very slowly in our forecast, it is nevertheless significantly below financial market expectations (Chart

5). For example, so-called inflation swaps, a financial instrument used to hedge against inflation, imply an inflation rate of 4.5% in

January. Market participants are evidently pricing in further increases in energy prices. If, however, our scenario of gradual de-escalation

materialises, prices for oil products are more likely to fall. This should also ease conditions in the government bond market, at least

temporarily.

Chart 5 - Inflation expectations could decline

Consumer price index in the euro area, year-on-year rate in %, market expectations calculated from inflation swaps
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[1] The price of physically delivered oil is significantly higher than the oil price on the futures market due to increased transportation costs. For petrol and diesel prices at the filling

station, the price of physical oil is what matters. Transportation costs are not included in futures contracts. (back to the text)
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