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The escalation of geopolitical tensions around the
Strait of Hormuz in early 2026 has triggered a sharp
and sustained surge in conventional jet fuel prices in
the past two months. SAF, whose price is commonly
set as fossil jet plus a fixed premium, has also
experienced price increases, but it is also being cast in
a new light: a reliable commodity in a time of fossil
energy insecurity.

In this report, Ishka SAVi looks back at the two months
of volatility since the start of the Iran War to understand
how SAF prices have moved, what influences their
trajectory, this year’s SAF key demand drivers, and
how airlines are reacting.

Note to readers: The term Conventional Aviation Fuel

(CAF) is used to refer to fossil-derived jet fuel in this report. This report focuses on European CAF and SAF prices,
which differ from those in other parts of the world. This is partly due to the relevance of SAF to the European market
(lead user in the world, mandated blends) and the existence of more complete price data in this region.

SAF prices climb, but less than CAF

Sources: EASA 2025 reference prices for CAF and SAF (annual averages), 2026 CAF European Weekly Average
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Price (S&P data via the IATA Fuel Price Monitor), and SAF price assessment data points from Argus and S&P Global
Platts based on public sources.

Note: The SAF price assessment data from Argus and S&P typically combines market reporting, trade evidence,
and editorial judgement. Each is anchored to relevant physical trading hubs, which explains divergence in pricing.
EASA’s conventional aviation fuel (CAF) price reference is a regulatory benchmark derived from aggregated
European wholesale jet fuel indices and annualised to ensure comparability for policy modelling.

The surge in jet fuel prices around the world in the wake of the Iran War and the ensuing closure of the Strait of
Hormuz has been a defining shock for airlines and air travel in 2026. The dotted black line in the chart above shows

European CAF prices skyrocketing following the start of US and Israeli hostilities on 28 February, sending global
jet fuel to historical highs of around $1,800/mt at the end of March. On average, around the world, CAF today is
double the price of what it was one year ago — and slightly higher in some regions like Europe.

In parallel, SAF’s price evolution stands out for progressively breaking away from CAF, to which it is usually
benchmarked. Taking Argus’ HEFA-SPK SAF fob ARA price assessment as a reference, SAF’s price today is only
around 45% higher than last year’s market average (EASA price reference). Taking IATA’'s Jet Fuel Price Monitor,
European CAF prices have increased approximately 130% versus EASA's 2025 CAF reference — or 105.5% versus
IATA’s previous year average.

This price fluctuation puts SAF just below double the cost of CAF, resulting in a reduction in the SAF-to-CAF
relative premium (the ‘green premium’) from 3x last year down to around 1.9x today. For a closer look at recent

European SAF price developments, this Argus Media podcast released on 27th April offers a more complete
overview.

The Ishka View: The price evolution of SAF in recent weeks shows its ability to partially insulate buyers from fossil
energy price shocks, although not entirely. HEFA SAF, the most commonly available pathway today, relies on waste
oils and fats as a feedstock and on dual-use refineries for capacity — both shared with renewable diesel. In the first
half of this year, refinery capacity has supported higher amounts of renewable diesel production driven by higher
gross margins, but also as part of a planned demand/supply estimate.

Neste, the world’s largest renewable diesel and SAF producer, produced less than half of the amount of SAF in
Q1 2026 than it did during Q1 2025 — when SAF was oversupplied ahead of backloaded end-of-year demand. This
planned production slowdown in anticipation of slower H1 2026 SAF market demand is also playing a role in SAF’s
recent price evolution. Just how much is hard to establish, as SAF from new facilities in Asia has also entered the
market and US-produced SAF is increasingly supported by a range of stackable federal and state-level production
incentives.

Lastly, while on paper, globally mandated demand for SAF in 2026 should only moderately increase (sustained EU
2% blend, Swiss ReFuelEU Aviation alignment, UK SAF mandate blend increase to 3.6%, and Thailand’s 1% SAF
blending), in reality, demand through the year is not evenly distributed. As last year's SAF price fluctuations show
(see page 37 of this World Economic Forum report), backloaded compliance with annual mandates can lead to lower
prices in the first half of the year, followed by an increase in the second half. Had the Iran War begun at the end of
2025 or later in 2026, the price evolution of SAF relative to CAF may have looked different.

The brief — but notable — convergence of CAF price and SAF costs

Does a more expensive CAF alter SAF’s production economics? Almost.

At certain moments during this crisis, such as when CAF prices reached levels of around $1,800 per tonne, they
effectively matched or even exceeded SAF production costs (approximately $1,888 per tonne in Northwest Europe,
according to a recent S&P estimate), setting a brief but historical precedent.

The Ishka View: The brief overlap between CAF prices and SAF production costs during the recent crisis represents
the crossing of a psychological threshold, and with CAF prices expected to remain elevated in the near term—even if
the conflict subsides—it is reasonable to view the underlying economics of SAF as shifting, as Lufthansa Innovation
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Hub pointed out this week. However, what has historically constrained SAF investment has not been short-term price
premiums, but rather its long-term economics and policy uncertainty.

The imperfect geopolitical insulation of HEFA SAF

Can today’s SAF insulate airlines from global geopolitical crisis? Partly.

HEFA SAF refining capacity remains concentrated in East Asia, Europe, and North America. In high-demand
markets such as Europe — where the EU and UK have implemented SAF blending mandates in recent years — a
significant share of SAF and its underlying feedstocks is imported, leaving supply still exposed to global trade
flows and policy shifts shaped by broader geopolitical dynamics.

According to an EASA report published last October, in 2024, used cooking oil (UCO) and waste animal fat
accounted for 98% of the feedstock used for SAF supplied within the EU. Of the feedstock used for SAF, 69%
originated from non-EU countries, with China contributing 38% and Malaysia 12%. In the UK last year, only 1.5% of
all SAF used UK-sourced UCO, with the rest imports led by Chinese UCO at 74% of all SAF.

However, the current import-dependent SAF system is not as brittle as it may appear. SAF policies introduced in
recent years around the world will gradually unlock higher shares of domestic SAF feedstock and deliver increased
refining capacity.

The Ishka View: Although UCO feedstock availability has remained relatively stable since the start of the Iran War,
Europe’s reliance on imported feedstocks and SAF still depends on the continued absence of shipping disruptions
or export restrictions imposed by supplying countries. These same feedstocks also face competing demand from
the road transport sector, which has contributed to increased renewable diesel production by some producers in the
first half of 2026. However, allocation between renewable diesel and SAF production is inherently fluid, with output
continuously shifting in response to relative margin signals across the two markets.

For at least part of this crisis, renewable diesel, also known as hydrotreated vegetable oil (HVO), has delivered high

margins for producers (see Neste’s 29 April results). In the long-term, as this recent Transport & Environment (T&E)
briefing points out, only e-SAF offers a “strategic path to energy independence,” without feedstock constraints.

Mandated SAF costs and airline SAF premium forecasts

It follows that higher SAF prices in 2026 will translate into a larger absolute fuel bill for airlines, regardless of any
price premium dynamics. In 2026, S&P estimates Europe will consume around 1.55 Mt of SAF. At a reference price
of $2,800/4, this implies a total cost of approximately $4.3 billion, excluding the impact of regulated incentives and
other forms of price support. This represents roughly $1.3 billion more than if SAF had been purchased at last
year’s annual average price.

However, airlines do not look at SAF in those terms, preferring instead to only report the cost of the ‘green premium’
above CAF. And, as far as the premium goes, as already noted, major European airlines™ are seeing a lower cost:

. Inits Q1 2026 results announced on 30" April, Air France-KLM foresees (p. 14) the
same SAF premium cost across its operations in FY2026 as in FY2025: approximately
€230 million ($271 million) for the year.

- Inits Q1 2026 results announced on 6" May, Lufthansa Group lowered (p. 15 of Q1
2026 results) its forecast for “expected residual cost for mandated SAF” (i.e. the
‘green premium’ of mandated SAF that cannot be offset through other measures) in
FY2026 to €190 million ($224 million), from €210 million ($247 million) previously (p.
15 of FY2025 results).

* It is worth noting that hedging may be helping to cushion price volatility. IAG’'s Q1 2026 results are due to be
announced on 81" May.
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The Ishka View: SAF is a small but increasingly visible component of European airlines’ operating costs. Since
2025, some carriers have introduced environmental cost surcharges to reflect both rising SAF costs under
ReFuelEU Aviation (the EU SAF mandate) and increasing compliance costs under the EU and UK ETS, driven by
the gradual phase-out of free allowance allocations for airlines. Ishka SAVi cannot confirm whether these surcharges

have increased since 28" February. However, in light of SAF price premium expectations outlined by Air France-
KLM and Lufthansa, any upward adjustment in these charges in 2026 is more likely to reflect the final phase-out of

EU ETS free allocations for the 2026 emissions year rather than changes in SAF costs themselves.

SAF accelerated, or decelerated?

Two months into the Iran War, it remains difficult to assess whether the new energy price environment represents a
net positive or negative for SAF’s short- and medium-term scale-up.

The reframing of SAF as an energy security priority supports a more rapid scale-up, adding a compelling new
narrative alongside its climate benefits. Anecdotally, the EU’s Accelerate EU package in response to the crisis
makes a case to “accelerate” (p. 7) the transition to SAF, the CEO of Sydney Airport in Australia emphasised the
importance of SAF “on multiple fronts” in light of the country’s limited jet fuel reserves (a position backed by the
Australian Airports Association this week), and a Thai fuel supplier has urged the government to expand SAF
promotion amid volatility.

Last week, Neste CEO H eikki Malinen noted during the biofuel producer’s earnings call that it is “going to be
interesting to see what happens to Asian demand” for SAF and renewable diesel after the Iran crisis. “If you look at
Asia, they've been severely hit, probably more than anyone from this Iran crisis. So will we start seeing some pivot
into renewables, for example, [in] Australia, a big market not using renewables at all?”

Weighing against SAF is the aviation industry’s well-known sensitivity to rising operational costs. In March, Airlines
for Europe (A4E) made its support for the EU mandate’s 6%-by-2030 target contingent on SAF prices dropping
“significantly” (although the association is mainly targeting cost uncertainties around e-SAF sub-mandate penalties).
Equally, Singapore’s decision to delay the introduction of its SAF levy and target — two of the world’s most innovative
SAF policies — has created a precedent for other jurisdictions to think twice about their near-term effort to scale

SAF. Alleviating concerns, S&P reported on 28th April that the city state’s flag carrier, Singapore Airlines, “remains
committed” to SAF adoption and is engaging suppliers on building “a resilient SAF supply chain.”

The Ishka View: Assuming the crisis does not escalate further, and CAF prices stabilise in the coming weeks, some
jurisdictions with softer plans to scale SAF usage in 2026 may temporarily delay implementation or, at a minimum,
increase support mechanisms to offset cost impacts. In the longer term, however, the Iran War energy shock has
underscored the fragility of fossil fuel dependence and may prompt countries — not least China — to accelerate the
shift towards renewable energy sources. This shift could have both direct and indirect implications for SAF scale-
up, ranging from cleaner power grids and greater renewable electricity availability enabling e-SAF production, to a
reallocation of domestic feedstocks towards local SAF refining capacity. Increasingly, SAF is set to move beyond
being framed primarily as a climate solution and to be viewed more explicitly through the lens of energy security.
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