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On 5 June we published a supply chain outlook warning that El Niño was approaching.

The WMO had placed an 80% probability on El Niño conditions developing June–August, with Pacific

subsurface temperatures already more than 6°C above average. That forecast has since been

confirmed — El Niño is now formally active. 

At the same time, a record-breaking heatwave has engulfed Europe, shattering June temperature

records from Spain to the Baltic.

The two events are related but distinct, and the distinction matters for how you read the risks below.

For the full European impact-chain analysis and historical comparisons, see: El Niño Summer 2026 —

Europe Outlook, 5 June 2026.

The European heatwave is not caused by El Niño. The mechanism is an Omega block: an

atmospheric pattern where a high-pressure ridge locks in place, drawing hot Saharan air northward

and compressing it downward over the continent for days on end. Cloud formation is suppressed,

fronts cannot break through, and temperatures build continuously. This is what is producing 40–

43°C across France and Germany.

El Niño's relationship with European summer weather is indirect and delayed. Europe's climate is

primarily governed by the North Atlantic Oscillation, not Pacific sea-surface temperatures. Scientists

have been explicit in recent days: "El Niño is a distraction" from understanding this heatwave.

(Euronews, 24 June 2026.) What El Niño is doing — and will increasingly do through Q4 — is

happening elsewhere: Asia, the Americas, and global shipping chokepoints.

Climate change: The stove turned from medium to high. Scientists at Imperial College London

(World Weather Attribution, 26 Jun 2026) confirm this heatwave was 'virtually impossible' without

human-induced warming — events like this now occur roughly 10 times more often than they did

in 2003.

Heat dome (Omega block): The pot lid trapping heat directly over Europe. The immediate,

physical cause of the crisis.

El Niño: Someone in another room who may slightly affect the overall house temperature, but is

not what is making this pot boil. Its real supply chain effects are elsewhere and still building.
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1 What We Said Three Weeks Ago

2 Two Things Happening at Once — and Why the Difference Matters

Making Sense of the Terminology
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The table below covers disruptions from both causes. Rows without a geographic qualifier are driven

primarily by the heat dome; the Panama Canal and natural rubber rows are driven by El Niño.  
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3 Active Disruptions by Risk Type

RISK TYPE WHERE STATUS WHAT IS HAPPENING

WATERWAYS

Inland waterways Rhine + Danube, Europe ACTIVE Kaub (Rhine) at ~106 cm,

forecast 83 cm — 8 cm from

the 75 cm threshold where

barges drop to 25% capacity.

Rhine barges carry coking

coal and coke for steel mills,

naphtha and petrochemical

feedstocks for plastics and

adhesives, and bulk

polymers for automotive and

packaging.

Europe's largest integrated

chemical site, located on the

Rhine, moves ~40% of its raw

materials by river barge; a

comparable 2018 low-water

event cost that facility an

estimated €250M in curtailed

output. Danube at 30–40%

capacity; Both rivers

historically reach their low-

water nadir in August.

Deep-sea chokepoint Panama Canal WATCH — Q3/Q4 El Niño now confirmed active.

The 2023–24 El Niño drought

cut daily transits from 36 to

24 — and then to 18 by

February 2024 — forcing

vessels to reroute around

Cape Horn and costing the

Canal authority an estimated

$500–700M in lost revenue

(US EIA).

A moderate El Niño is

sufficient to compress Gatun

Lake levels. Risk window:

Q3–Q4 2026 — relevant for

trans-Pacific raw material

flows (LNG, chemicals,

metals) serving Asian

manufacturing.
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RISK TYPE WHERE STATUS WHAT IS HAPPENING

LAND TRANSPORT

Rail and road

UK, France, Belgium;

Germany and Balkans

entering risk

ACTIVE Track buckling and overhead

line failures have triggered

cancellations and speed

restrictions across three

countries.

Germany's Autobahn surface

has expanded and burst in

places, closing sections for

repair.

Alpine corridors through

Northern Italy and Slovenia —

carrying automotive

components, steel coils, and

chemical intermediate

products between Central

and Southern European

industrial clusters — enter

their highest-risk phase this

week.

When the heat dome breaks,

flash floods can close the

same corridors with little

warning.

ENERGY

Power generation

France, Hungary / Western

and Central Europe

ACTIVE France's nuclear fleet is

under output restrictions as

river cooling water

temperatures breach

permitted limits.

Hungary's Paks plant has

also reduced output for the

same reason. Cooling

demand is at a 45-year high.

For energy-intensive

manufacturers — electric arc

furnace steelmakers, chlor-

alkali chemical plants,

aluminium smelters — grid

tightness directly

compresses production

capacity on top of raw

material transport

constraints.
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RISK TYPE WHERE STATUS WHAT IS HAPPENING

INDUSTRIAL COMMODITIES

— DIRECT EXPOSURE

Coking coal and coke

Rhine-dependent steel mills,

Ruhr / Rhine-Westphalia

ACTIVE Coking coal and coke move

from Rotterdam to Ruhr and

Rhine-Westphalia steel mills

by barge.

At €94/tonne Rhine freight

(Bloomberg, 22 Jun), river

delivery economics

deteriorate sharply.

Integrated steelmakers must

absorb surcharges or curtail

blast furnace throughput —

compressing steel coil and

slab availability for

automotive stampings,

industrial enclosures, and

structural components.

Polymers and petrochemical

feedstocks

Rhine chemical corridor —

Leverkusen, Cologne,

Ludwigshafen, Frankfurt

ACTIVE Rhine low water restricts

barge deliveries of naphtha

and petrochemical

feedstocks to crackers along

the Leverkusen–

Ludwigshafen corridor.

Major chemical producers

along the corridor depend on

continuous Rhine barge

supply for cracker inputs.

Reduced loads mean shorter

production runs and

extended lead times on

engineering plastics,

adhesives, and coatings —

materials that flow directly

into automotive body

assemblies, Tier 1

component mouldings, and

electrical insulation systems.
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RISK TYPE WHERE STATUS WHAT IS HAPPENING

Natural rubber Thailand, Vietnam, Indonesia

— El Niño-driven

ACTIVE El Niño is the confirmed

primary cause of the current

supply tightness.

Southeast Asia produces

90% of global natural rubber;

extreme heat and below-

normal rainfall reduce

tapping hours across the

region.

Trading at ~230 US cents/kg

in late June 2026, near a 3-

year high.

Supply availability is

constrained across

Southeast Asia and expected

to remain tight if El Niño

conditions persist into late

2026 and 2027.

Direct exposure for tyre

manufacturers supplying

European and Asian

automotive OEMs, and for

rubber seals, anti-vibration

mounts, and gaskets across

automotive and industrial

equipment supply chains.

Aluminium France, Central Europe —

energy grid pressure

WATCH Primary aluminium smelting

is one of the most electricity-

intensive industrial

processes.

France's nuclear output

restrictions and a 45-year

peak in cooling demand are

tightening the grid precisely

when smelters need stable,

cheap power to remain

economic.

Rhine low water additionally

restricts alumina barge

deliveries to Rhine-corridor

smelters. Both effects are

directly caused by the

heatwave.

Affects automotive body

panels, EV battery casings,

and electrical equipment

enclosures.

05



June 29, 2026

Situation Report | 2026 Summer Heatwave

RISK TYPE WHERE STATUS WHAT IS HAPPENING

MANUFACTURING

PRODUCTIVITY

European worker output

UK, France, Germany, Spain,

Belgium — heatwave

ACTIVE 130 million European workers

are at risk from heat stress

(Euronews, 25 Jun 2026).

At 32°C, productivity drops

by 40% (EUobserver). During

sustained heat events,

manufacturing regions

across central and southern

Europe experience material

productivity losses —

particularly in logistics and

warehousing, press shop and

body shop floor operations,

and outdoor component

handling.

Spain has already

implemented restrictions

prohibiting outdoor work

during active heat alerts.

For supply chains, the

exposed operations are

logistics and warehousing

loading/unloading, press

shop and body shop floor

work, and outdoor

component handling — all

activities embedded in

automotive and industrial

manufacturing schedules.

Labour and output capacity India / South Asia — El Niño

compounding heat

ACTIVE Heat in India cost an

estimated 247 billion labour

hours in 2024 (Carnegie

Endowment, Jun 2026); 2026

is tracking worse.

The exposed operations are

steel forging, foundry,

casting, and machined

components — largely

outdoor or non-air-

conditioned floor work.

Major automotive OEMs and

their Tier 2 and Tier 3

supplier base in Maharashtra,

Gujarat, and Tamil Nadu are

directly affected, with

capacity constraints

expected to flow through to

OEM build schedules into Q3

2026.

06



June 29, 2026

Situation Report | 2026 Summer Heatwave

RISK TYPE WHERE STATUS WHAT IS HAPPENING

WILDFIRE — DIRECT SITE

RISK

Wildfire

France, Spain, Portugal,

Greece, Italy, Cyprus,

Slovakia, Balkans, southern

Scandinavia

ELEVATED — EU-WIDE The EU has deployed its

largest ever wildfire

response: 777 firefighters

pre-positioned across

Cyprus, Greece, Italy, France,

Spain, and Portugal, with 22

firefighting aircraft and 5

helicopters on standby.

Very extreme fire weather

indices cover central Europe

from France through

Germany, the Alps, Poland,

and the western Balkans.

Slovakia at high wildfire risk.

Portugal, Greece, and parts

of Turkey also under active

alerts.

Supplier sites, chemical

storage facilities, and

logistics hubs in affected

zones carry uninsured

business interruption

exposure with little advance

warning.
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The Omega block expands east into Germany, Poland, and the Baltics through 1 July. Rhine and

Danube gauges continue falling. The 75 cm threshold at Kaub — where barge capacity drops to 25%

— is now within the forecast range. In the 2022 crisis, modal alternatives were fully booked within

days of gauge levels first visibly dropping. That window is closing this week.

Rhine and Danube low-water events historically peak in late July and August — the current drops are

early arrivals. The heat dome will eventually break along Alpine ridge lines, producing intense,

concentrated rainfall on drought-hardened ground: flash flood risk for rail and road corridors through

Slovenia and Northern Italy. El Niño suppresses the South Asian monsoon, deepening heat and

productivity impacts across India through Q3.

El Niño takes the lead. Panama Canal slot availability is expected to tighten from Q3 as rainfall over

the Gatun Lake catchment falls. Natural rubber supply from Southeast Asia will remain constrained

through 2026–2027, compressing availability for tyre manufacturers and rubber component

suppliers. El Niño conditions are forecast at 90%+ probability through November — no return to

normal until Q1 2027 at the earliest. European winters following El Niño events tend to be milder and

wetter, providing some relief for inland waterways, but arriving too late to offset summer and autumn

disruptions.
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4  What to Expect

Days (through early July)

Weeks (July–August)

Months (Q3–Q4 and beyond)
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Heatwave 'virtually impossible' without climate change — World Weather Attribution / France 24, 26

Jun 2026: france24.com/en/europe/20260626-europe-severe-june-heatwave-virtually-impossible-

50-years-go-climate-scientists-say

'El Niño is a distraction' — Euronews, 24 Jun 2026: euronews.com/2026/06/24/el-nino-is-a-

distraction-why-europes-deadly-heatwave-isnt-down-to-a-natural-weather-phenom

Omega block explained — Severe Weather EU: severe-weather.eu/global-weather/heat-dome-

europe-excessive-historic-heatwave-june-july-summer-2026-mk

El Niño and Europe — Weatherzone: weatherzone.com.au/news/el-nino--what-is-it-and-how-does-it-

affect-europe/1891351

Rhine freight — Bloomberg, 22 Jun 2026: bloomberg.com/news/articles/2026-06-22/heat-wave-

lowers-rhine-levels-straining-fuel-supply-chains

Rhine — Insurance Journal, 23 Jun 2026:

insurancejournal.com/news/international/2026/06/23/874849.htm

Danube — gCaptain: gcaptain.com/low-water-levels-on-danube-disrupt-shipping-as-heatwave-hits-

hungary

Panama Canal drought — US Energy Information Administration (EIA):

eia.gov/todayinenergy/detail.php?id=60842

India heat and manufacturing — Carnegie Endowment, Jun 2026:

carnegieendowment.org/emissary/2026/06/india-heatwave-electricty-climate

WMO El Niño confirmation, 2 Jun 2026: wmo.int/news/media-centre/wmo-prepare-el-nino

EU wildfire response 2026 — European Commission: civil-protection-humanitarian-

aid.ec.europa.eu/news-stories/news/eu-deploys-largest-ever-wildfire-response-2026-summer-

2026-06-02_en

Rhine chemical corridor — low water production and logistics impact:

chemeurope.com/en/news/1156802/heat-and-drought-basf-has-to-adjust-production-and-

logistics.html

Germany Autobahn buckling — Reuters, Jun 2026

Hungary Paks nuclear output reduction — Reuters via investing.com, Jun 2026

European worker heat stress — Euronews, 25 Jun 2026: euronews.com/my-europe/2026/06/25/heat-

stress-threatens-130-million-european-workers-trade-union-body-warns 

Productivity drops 40% at 32°C — EUobserver: euobserver.com/224139/at-32c-productivity-drops-

40-why-europes-heatwave-is-now-a-workplace-crisis/

Natural rubber price — TradingEconomics: tradingeconomics.com/commodity/rubber

Europe heatwave economic toll — ING Think: think.ing.com/articles/heat-wave-in-europe-harms-

nature-humans-and-economy
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