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FX Daily Snapshot 
Record-low gas inventories leave 

Europe with a thinner winter buffer 
19 October 2026 

• EU gas storage levels stand at around 75%, the lowest level for this 

point in the year since records began in 2011. This is the result of 

depleted stocks after last winter and weaker refilling rather than a 

collapse in imports. Gas imports have remained broadly resilient in 

line with post-Ukraine war norms, despite the conflict in the Middle 

East. 

• Weather remains the key determinant of whether low inventories 

become a crisis. Our modelling suggests that storage levels remain 

resilient under most plausible winter scenarios, but an extreme winter 

could strain inventories in Germany and the Netherlands. 

• The main risk for European economies is the cost of securing gas 

rather than outright shortages. The growing reliance on LNG makes 

scarcity less likely even under adverse scenarios. But attracting 

additional cargoes could require significantly higher prices, weighing 

on the competitiveness of European industry and generating 

persistent inflationary pressures. 

Low natural gas stocks despite resilient imports 

As Europe heads into winter and the months of peak heating demand, EU gas storage 

levels stand at around 75%. This is the lowest level recorded for this point in the year 

since 2011, and below the 77% level seen on the eve of the 2022 energy crisis (Chart 

1). This may look like an uncomfortable starting position for the winter season; however, 

low inventories alone do not necessarily imply an imminent crisis. The more relevant 

question is why storage levels are unusually depleted and what it would take for a 

severe energy crisis to take place. 

Europe entered the 2026 refill season from a weak starting point. A particularly cold 

winter resulted in larger-than-normal withdrawals from storage, leaving inventories 

significantly below typical levels. As a result, Europe needed a stronger-than-usual 

refill season merely to return inventories to typical levels ahead of winter. 

At first glance it does not look like the conflict in the Middle East had a direct effect on 

gas supply. As shown in Chart 2, natural gas imports in Q2 were broadly in line with 

those of recent years. The war has undoubtedly tightened global gas markets, but its 

direct impact on Europe has so far been limited. Most European countries source gas 

primarily from the North Sea basin, the US, Algeria and Azerbaijan rather than Gulf 

producers. However, stable imports were not enough to refill inventories due to both 

the unusually low starting level of stocks and record summer temperatures, which 

boosted gas consumption for power generation as cooling demand increased. 

Moreover, the shift away from Russian pipeline gas has increased dependence on 

LNG imports and intensified competition with Asian countries over supply. Recent 
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disruptions to global LNG markets and the associated rise in prices have reduced the 

incentive to secure additional volumes for storage. As a result, despite resilient import 

flows, there was insufficient spare supply to offset the low starting level of inventories 

and stronger summer demand, leaving stocks less replenished than usual ahead of 

winter. 

Chart 1: Inventories are unusually low by the standards of the 

past 15 years 

Chart 2: Natural gas imports (both pipeline and LNG) in Q2 of 

every year from 2021 to 2026 

  

A very cold winter could test the system 

Whether low inventories translate into a crisis will ultimately depend on the volume of 

withdrawals required over the winter. Assuming the situation in the Middle East does 

not trigger a much larger disruption to gas markets than seen so far, weather conditions 

are likely to be the dominant factor. We estimate that, in Germany, every degree by 

which the monthly temperature falls below 15°C is associated with an additional 

decline in gas inventories of around two percentage points that month.1 

To assess the implications, we projected how gas inventories would fare under a range 

of temperature scenarios derived from 30 years of historical weather data. The results 

suggest a considerable degree of resilience under most plausible conditions. For most 

European countries, storage levels remain within their historical range even under a 

winter matching the coldest observed in the past three decades. 

Germany and the Netherlands are the main exceptions and emerge as the most 

vulnerable under extreme weather assumptions (see Charts 3 and 4). A winter like that 

of 1995/962, the coldest in the last 30 years, could deplete their inventories. This is 

particularly relevant given Germany's status as Europe's largest gas consumer and the 

importance of the Netherlands as a key transit hub and home to the TTF, the 

benchmark for European gas prices. That said, in both countries, a winter one standard 

deviation colder than the respective historical averages3 would leave inventories above 

 

1 The model is a monthly panel-data regression of changes in gas stocks on current 
and lagged coldness, measured as degrees below 15°C. Country-specific 
seasonal effects and time fixed effects are included. 

2 -2.2°C in Germany and 0°C in the Netherlands. 
3 Winter temperature is measured as the average temperature between December 

and February. The historical average winter temperature is 1.6°C in Germany and 
4.1°C in the Netherlands. The "Cold winter" scenario shown in Charts 3 and 4 
assumes temperatures one standard deviation below these averages, 
corresponding to -0.1°C in Germany and 2.4°C in the Netherlands. 



 

 

3 European Macro   │  19 October 2026 
 

previous lows, suggesting that risks become material only under exceptionally severe 

weather conditions. 

Moreover, these estimates probably overstate the risk of physical shortages, as 

Europe's gas market has changed considerably since 2022. In response to higher 

prices, industrial gas demand has declined, efficiency measures have reduced 

consumption, and the continued expansion of renewable energy has lowered 

dependence on gas. Equally important, LNG now plays a much larger role in balancing 

the European market. While this has increased exposure to global prices and 

competition with Asia, it has also reduced reliance on inventories as the sole 

adjustment mechanism during periods of stress. As a result, even the most severe 

weather scenario would not necessarily imply a physical shortage of gas. Rather, the 

issue would be the price required to secure additional supply. European buyers would 

seek to attract LNG cargoes by outbidding competing importers, which could require 

substantially higher prices and potentially force some price-sensitive consumers to 

reduce their gas consumption. 

Chart 3: How winter temperatures could affect gas storage 

levels in Germany… 

Chart 4: …and in the Netherlands 

  

Even without a crisis, the cost of energy will weigh on growth and prices 

Our central scenario remains that Europe avoids an outright gas crisis like that of 2022. 

While gas inventories are unusually low, our analysis suggests that an exceptionally 

cold winter would be needed to deplete stocks in key markets. Even then, Europe's 

ability to attract additional LNG cargoes makes physical shortages unlikely. Indeed, 

some governments are already seeking to bolster inventories ahead of winter.4 

Nevertheless, Europe enters winter with a thin gas buffer while the conflict in the Middle 

East continues to disrupt global gas flows. This combination is likely to keep gas prices 

elevated in the near term. Should inventories come under greater pressure during the 

winter, the prices required to attract additional LNG cargoes could pose a meaningful 

economic challenge.  

In Germany, the loss of cheap gas is a significant factor behind the country's economic 

malaise. Continued price pressures would compound the competitiveness challenges 

facing German industry and, more broadly, European manufacturing. 

 

4 Germany orders SEFE to buy more gas to shore up winter reserves, Reuters, 30 
September 2026 

https://www.reuters.com/business/energy/germanys-sefe-says-it-has-ministry-order-to-store-8-twh-gas-2026-09-30/
https://www.reuters.com/business/energy/germanys-sefe-says-it-has-ministry-order-to-store-8-twh-gas-2026-09-30/
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The implications extend beyond growth. Higher gas prices tend to generate inflationary 

pressures that are broader and more persistent than those associated with oil.5 We 

estimate that a Q4 average TTF price of 100 EUR/MWh would lift the peak in headline 

HICP inflation by around 20bp relative to our baseline. Under a more severe 150 

EUR/MWh scenario, the peak impact rises to roughly 60bp. In this environment, the 

ECB may be reluctant to look through energy-driven inflation. This raises the risk that 

monetary policy remains overly restrictive in an effort to keep inflation expectations 

anchored, despite the underlying shock being supply-side in nature.  

The principal risk to our central scenario, in which Europe avoids a repeat of the 2022 

gas crisis, is a combination of unusually cold weather and more severe disruptions to 

global gas markets. Either of these shocks in isolation would be manageable. However, 

should a severe winter coincide with a further deterioration in global gas supply 

conditions, inventories and prices could come under much greater pressure than 

implied by our baseline scenario. In such circumstances, Europe would seek to secure 

additional LNG volumes through higher prices rather than face widespread physical 

shortages. The result could be significant demand destruction and a much more 

adverse environment for growth and inflation. 

  

 

5 The different effects of oil and gas supply shocks on euro area inflation, CEPR 
VoxEU, May 2026 

https://cepr.org/voxeu/columns/different-effects-oil-and-gas-supply-shocks-euro-area-inflation
https://cepr.org/voxeu/columns/different-effects-oil-and-gas-supply-shocks-euro-area-inflation
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on crossing information barriers; reasonable steps by Compliance to ensure that information barrier arrangements remain effective and are effectively monitored. 

New Zealand: This Note is only intended for distribution to persons in New Zealand who are wholesale clients as defined in clause 4 of Schedule 5 of the Financial Markets 
Conduct Act 2013, or are wholesale investors as defined in clauses 3(2) and 3, and clauses 36(b) of Schedule 1 of the Financial Markets Conduct Act 2013. This Note is not 
intended to be distributed or passed on, directly or indirectly, to any other class of persons in New Zealand. For information on how we collect, use, store and secure personal 
information, please review our Privacy Policy. 

Thailand: In Thailand, MUSE has a derivatives dealer registration with the Securities and Exchange Commission, Thailand 

Investment recommendation 

MUBK and MUSE(EMEA) prepare and disseminate a range of commentary to their clients (“General Sales and Trading Communications”) prepared by sales, trading, capital 
markets or other non-Research functions, including but not limited to runs, axes, pricing indications, short term views and macro commentary which are for information 
purposes only and should not be construed as an investment recommendation to buy or sell any financial instrument or to participate in any trading strategy. These are not 
intended for dissemination to the public. In addition, sales and trading personnel also produce and disseminate strategy pieces, sales notes, trading and market commentary 
(“Sales and Trading Commentaries”) which may be defined as investment recommendations under the Market Abuse Regulation. Investment Recommendations are marketing 
communications. General Sales and Trading Communications and Sales and Trading Commentaries do not contain a personal recommendation and do not take into account 
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the individual financial circumstances, needs or objectives of the recipients. Recipients should therefore seek their own financial, legal, tax or other advice before deciding to 
invest in any of the instruments mentioned in such documents. 

This Material and the contents therein are not intended for recipients outside of the United Kingdom (“UK”) or the European Union (“EU”). 

Certain information contained in our General Sales and Trading Communications and Sales and Trading Commentaries has been obtained or derived from third party sources 
and while such information is believed to be correct and reliable it has not been independently verified. MUBK and MUS(EMEA) do not make any guarantee, representation, 
warranty or undertaking, express or implied, as to the fairness, accuracy, reliability, completeness, adequacy or appropriateness of any information or comments contained in 
these documents. Furthermore the information may not be current due to, among other things, changes in the financial markets or economic environment. MUBK and 
MUS(EMEA) do not, and have no obligation to update any such information contained in is Sales and Trading Commentaries. Any prices or quotations contained herein are 
indicative only, do not represent firm quotes as to either price or size and should not be used for valuation purposes. 

General Sales and Trading Communications and Sales and Trading Commentaries are not intended to forecast or predict future events. Past performance is not a guarantee or 
indication of future results. Sales and Trading Commentaries are produced by non-Research functions, including sales and trading do not constitute investment research and 
are not prepared under conditions designed to promote the independence of investment research.  It is not subject to any prohibition on dealing ahead of the dissemination of 
investment research.  MUBK and MUS(EMEA) may make markets, provide liquidity, have (or may in the future enter into) principal or proprietary positions (long or short) in and 
effect transactions in the financial instruments or trading strategies mentioned or described in our General Sales and Trading Communications and Sales and Trading 
Commentaries and may also perform or seek to perform investment banking, brokerage, or other services for those companies including entering into transactions with them. In 
general, our Sales and Trading Commentaries are short term views in response to market movements and news. 

The sales and trading staff who produce investment recommendations have received compensation based upon various factors, including individual performance competitive 
factors, firm revenues, sales and trading revenues and overall investment banking revenues. 

Our General Sales and Trading Communications and Sales and Trading Commentaries are proprietary to MUBK and MUS(EMEA) and may not be quoted, circulated or 
otherwise referred to without our prior written consent. Notwithstanding this, MUBK and MUS(EMEA)shall not be liable in any manner whatsoever for any consequences or loss 
(including but not limited to any direct, indirect or consequential loss, loss of profits and damages) arising from any reliance on or usage of this report and accepts no legal 
responsibility to any investor who directly or indirectly receives this material. 

This material has been prepared in accordance with MUBK’s and MUS(EMEA)’s organisational and administrative arrangements for managing conflicts of interest. Such 
arrangements include policies which set out guidelines relating to (but not limited to) restrictions on access to information, personal dealing and inducements. 

Any instruments referred to in this material may not be eligible for sale in all jurisdictions or to all categories of investors. This material is not directed to, or intended for 
distribution to or use by, any person or entity who is a citizen or resident of or is located in any locality, state, country or other jurisdiction where such distribution, publication, 
availability or use would be contrary to any law, regulation or rule. Certain products which may be mentioned in this material, including derivative products, give rise to 
substantial risk, including currency and volatility risk, and are not suitable for all investors. 

This material, is only intended for distribution to a “professional client” or “eligible counterparty” (as defined in UK FCA and PRA rules) or their equivalent(s) within the EU and 
should not be passed onto any other person. 

This material and all claims arising in connection with it are governed by, and to be construed in accordance with, English law. 

Disclosures for the website concerning Investment Recommendations: 

MUSE and MUFG Bank may own a net long or short position exceeding the threshold of 0,5 % of the total issued share capital of the issuer. 

Entities mentioned in our Sales and Trading Commentaries may have interest in excess of 5% of the total issued share capital of Mitsubishi UFJ Financial Group. Information 
relating to Major Shareholders is available on MUFG; Stock Information | Mitsubishi UFJ Financial Group 

MUSE and MUFG Bank may be market maker or liquidity provider in the financial instruments of the issuer and may have been lead manager or co-lead manager over the 
previous 12 months of any publicly disclosed offer of financial instruments of the issuer. 

MUSE and MUFG Bank are not party to an agreement with the issuer relating to the production of the recommendation, neither disclose their recommendations to issuers, so 
they can’t can make no amendment to the investment recommendation. 

A description of the effective internal organisational and administrative arrangements and of any information barrier it has set up for the prevention and avoidance of conflicts of 
interest with respect to the recommendations is available on  MUFG; Policy for Conflicts of Interest Management | Mitsubishi UFJ Financial Group 

MUSE and MUFG Bank are part of the MUFG Group however owing to the organisation of the Group, employees involved in the production of Sales and Trading Commentaries 
do not know and are not expected to know what is done by other entities of the Group. 

Our Credit Strategy recommendations incorporate valuations (relative value) and the author’s fundamental view on the security. The fundamental credit view of an issuer may be 
based on the company's underlying credit trends, overall creditworthiness and our opinion on whether the issuer will be able to service its debt obligations when they become 
due and payable. We may review, among other things, the company's cash flow capacity and trends and standard credit ratios, such as gross and net leverage, interest coverage 
and liquidity ratios. We may also review profitability, capitalization and asset quality, among other variables, when assessing financials. We also take into account management 
strategy, financial policy and the overall competitive landscape in relevant industries insofar as these may impact credit quality. We may also assess market technical aspects 
such as the likely future supply of bonds or fund flows into the broader asset class. Unless we specify a different recommendation for the company’s individual securities, an 
issuer recommendation applies to all of the bonds at the same level of the issuer’s capital structure. The investment recommendations remain valid only at the point of publication, 
as they are not updated to take account of changes in the financial markets or new news about the issuer or instruments. 

Definitions  

Positive:  

Credit: We expect the credit spread to tighten, on an interest rate hedged basis 

Neutral:  

Credit: We expect the credit spread to remain stable, on an interest rate hedged basis 

 

https://www.mufg.jp/english/ir/stock/stock_information/index.html
https://www.mufg.jp/english/coi/index.html

