THREEonTHURSDAY [JFirst Trust

FIRST TRUST ECONOMICS July 2, 2026

Why are Gasoline Prices Still High?

This week’s “Three on Thursday” takes a closer look at gasoline prices in the United States. The U.S. consumes more than 130 billion gallons of gasoline annually, more than any other
nation, making fuel prices an important issue for consumers and the broader economy. While gasoline prices spiked after the war with Iran began and remain roughly 30% above pre-war
levels, the reopening of the Strait of Hormuz and the resumption of global oil flows have not brought prices back down. The charts below explain why, examining the key drivers behind
gasoline prices and the factors that continue to keep them elevated.

Average Gasoline Prices in Each State
, Hawaii, California, and Washington currently have the highest average
gasoline prices in the nation, at more than $5.00 per gallon, while

- . ’ Indiana, Texas, and Oklahoma have the lowest, at roughly $3.30 per
gallon. In general, gasoline prices are highest along the West Coast and

. ; in the Northeast, while the South and Midwest enjoy lower prices. One
-‘ 3 <9340 of the primary reasons is transportation. Most U.S. refining capacity is
r‘ﬂ W §3.41-93.59 concentrated along the Gulf Coast, particularly in Texas and Louisiana.

-‘ ")j M $3.60-$3.89 If gasoline blendstock—the base fuel before additives such as ethanol
‘l are mixed in at the distribution terminal—cannot be transported by

W $3.90- 9499 pipeline, it must be shipped by rail, truck, or marine vessel, increasing

W >$5.00 costs. As a result, the farther a region is from major refining centers, the
higher gasoline prices tend to be. In the most expensive states, these

transportation costs are further amplified by higher state fuel taxes and

more stringent environmental regulations, which require specialized
fuel blends that are more costly to produce.
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Source: AAA, First Trust Advisors. Retail price of a regular gallon of gasoline as of 6/30/26.

Cost per Gallon of Gasoline in the Most Expensive and Cheapest States
%6 The price of a gallon of gas is driven by different factors, depending
on the state. While gasoline prices in most states are primarily
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' play a major factor in many as well. For example the cost of distribution
$4 : in Hawaii is greater than the cost of the crude oil itself. In states with
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! 34 3343 9339 3334 $3.16 high environmental requlation (i.e. California and Washington), tax
3 ; rates play a larger role than in states with less red tape. In order to
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l I I tame rising prices, some states have even suspended their gasoline
32 taxes. Indiana has suspended state gasoline taxes until July 7, saving
§1 residents about $0.25 per gallon since April and pushing their fuel
prices to the lowest in the nation. Other states like Kentucky and Utah
) have also passed tax cuts or freezes in response to rising prices.
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Source: AAA, U.S. Energy Information Administration (EIA), First Trust Advisors. Gasoline price is the price of a retail reqular gallon of gasoline
as of 6/30/26. Cost of crude oil is derived from the price of WTI crude on 6/30/26. Refining Margin estimated for each state as the most recent
national average of 21% reported by the EIA for 3/2026. Distribution Premium includes all other costs not stated elsewhere.

Index of Gasoline and Crude 0il Prices Since the Start of the War

180 : . : While differences in gasoline prices across states are driven largely by
v =Wl Crude —— Gasoline : transportation costs and taxes, changes in gasoline prices nationwide
160 : : are primarily driven by crude oil prices. Because crude oil is traded
| in a global market, swings in its price affect every state similarly.
140 i From February to March, the average U.S. gasoline price rose from
. $2.91 to $3.64 per gallon, with crude oil accounting for roughly 76%
! of the increase. Retail gasoline prices typically lag changes in crude

120 : . . .
First US.-Iran | oil because oil must first be refined, transported, and delivered to
coasefire ! U.S. and Iran sign i retailers, who price fuel based largely on wholesale replacement costs
100 announced ! the Islamabad | rather than the spot price of crude oil. As a result, although crude oil
: Memorandum ! prices have largely returned to pre-war levels, gasoline prices remain
80 ! ! elevated but are beginning to move lower. If tensions in the Middle

Feb-27  Mar-14  Mar-29  Apr-13  Apr-28  May-13  May-28  Jun-12  Jun-27 East continue to ease, we expect prices at the pump to continue
Source: U.S. Energy Information Administration, CME, First Trust Advisors. Daily data from 2/27/26-6/30/26. trendmg downward.
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