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ABOUT US

At Igniting Brains, we don’t just train minds — we ignite them.

We exist for leaders, executives, entrepreneurs, and organizations that refuse to be paralyzed by uncertainty.
In a world where geopolitics has become a core business variable, we provide the clarity, strategy, and
resilience frameworks that turn disruption into decisive advantage.

This special issue — '"Business in a State of War: The Strait of Hormuz — Disruptions to Global
Business, Economies, and Trade Amid the 2026 US-Iran Conflict" — is published at a moment when
20% of the world’s oil supply, critical shipping lanes, energy prices, supply chains, and entire national
economies hang in the balance. As the Strait of Hormuz remains contested, global trade reroutes, markets
volatility spikes, and boards demand geopolitical fluency alongside traditional strategy, we at Igniting Brains
have curated this dedicated publication to equip decision-makers with actionable intelligence.

Why This Special Issue Exists

Igniting Brains was founded on a simple observation: Talent is everywhere, but too many capable leaders
and organizations feel stuck when the environment shifts faster than their planning horizon.

The 2026 US-Iran conflict has moved geopolitics from the “external risk” column into the daily operating
reality of every CFO, supply-chain leader, CEO, and investor. Oil prices, insurance premiums, currency
swings, sanctions, rerouted shipping, and sudden regulatory changes are no longer distant headlines — they
are live variables reshaping P&Ls, investment theses, and competitive positioning in real time.

We created this special issue because:
« Strategy without geopolitical context is incomplete.
« Resilience is no longer optional — it is the new competitive advantage.
o Leaders who understand the interplay between conflict, energy markets, trade flows, and business
continuity will outperform those who treat geopolitics as “someone else’s problem.”

What You Will Find Inside
This special issue delivers research-driven analysis, scenario planning tools, executive briefings, and
practical frameworks drawn from our core expertise in strategic thinking, leadership under constraint, and
organizational resilience. You will discover:

« Real-time impact assessments on global oil & energy markets

« Supply-chain reconfiguration strategies for Hormuz-dependent industries

« Board-level governance and risk frameworks for “war-economy” conditions

 Scenario planning models tailored for prolonged regional instability

« Leadership lessons from organizations navigating similar historical shocks

« Actionable insights for SMEs, multinationals, and emerging-market players alike



Every article, briefing, and toolkit is designed with one goal: to help you move from reactive firefighting to
proactive, opportunity-capturing leadership — even when the Strait of Hormuz is closed and the world
economy is recalibrating.

Our Promise to You

Just as we do in our training rooms, coaching sessions, and consulting engagements, this special issue
embodies the Igniting Brains philosophy: clarity over confusion, execution over excuses, and long-term
impact over short-term noise.

We don’t publish theory. We deliver frameworks that leaders can implement Monday morning — whether
you are steering a tanker fleet, managing a manufacturing supply chain, advising a sovereign wealth fund, or
scaling a startup in uncertain times.

Where Potential Meets Purpose — and Ideas Turn Into Impact.

Welcome to the special issue that equips you not just to survive the 2026 US-Iran conflict, but to lead
through it with confidence and strategic edge.

— Ali Abbas Founder & CEQ, Igniting Brains
— Murtaza Thawrani Senior Financial Strategist & Chief Consultant



MESSAGE FROM THE CEO

Dear Readers,

In a world where uncertainty has become the only constant, Igniting Brains proudly presents this Special
Issue: Business in a State of War.

The escalating 2026 US-Iran tensions and the resulting disruptions in the Strait of Hormuz have thrust global
business into uncharted territory. What was once a stable chokepoint for one-fifth of the world’s oil supply
has now become a live case study in volatility — reshaping energy markets, supply chains, corporate
strategies, and entire economies overnight. From skyrocketing oil prices and insurance premiums to re-
routed shipping lanes, fertilizer shortages, and food security threats, the ripple effects are being felt from
Karachi to Seoul, from Riyadh to Brussels.

At Igniting Brains, our mission has always been to help leaders and organizations turn potential into
performance — especially when the ground beneath them is shifting. This special issue is not just analysis; it
is a practical playbook for resilience. We examine how Gulf exporters are diversifying, how South Asian
importers like Pakistan and India are confronting energy dilemmas, how China is accelerating overland
alternatives, and how Western economies are fast-tracking their energy transitions. We dive into sectoral
shocks — from aviation chaos and manufacturing fragmentation to the critical impacts on the fertilizer and
food businesses, where energy price spikes and sanctions are threatening global agribusiness and food
security.

Crucially, we go beyond the headlines to explore what truly matters for you as a business leader: building
antifragile organizations, mastering crisis leadership, scenario planning, talent retention in turbulent times,
and identifying emerging opportunities amid the conflict economy. Whether you are navigating fuel
shortages and inflation in Pakistan, hedging commodity volatility in East Asia, or re-evaluating your defense
and cybersecurity strategies, this issue equips you with frameworks that convert disruption into decisive
advantage.

True growth, as we have always believed, begins with the right mindset, clarity, and systems — even (and
especially) in a state of war. The organizations that will thrive are not those hoping for stability to return, but
those designing antifragile strategies today.

I invite you to read this special issue with purpose. Reflect on the insights. Apply the lessons. And if the
realities of Hormuz-driven volatility are already touching your business — whether through supply chain
shocks, talent challenges, or strategic pivots — reach out to Igniting Brains. Our team stands ready to work
alongside you with customized coaching, leadership development, and practical strategy sessions tailored to
your unique context.



Together, we don’t just survive war-time business conditions — we ignite the clarity and capability to lead
through them.

Stay strategic. Stay resilient.

Ali Abbas Founder & CEO Business Coach | HR Strategist | Trainer | Speaker
Igniting Brains

aliabbas@jignitingbrains.com | +92-329-6315566



mailto:aliabbas@ignitingbrains.com
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Business in a State of War: How the Strait of Hormuz Crisis is Reshaping
Global Trade, Energy Security, and Corporate Strategy Amid US-Iran
Tensions

The narrowest of waterways has once again become the world’s most dangerous choke point. As of the
beginning of April 2026, The Strait of Hormuz is no longer a routine shipping lane; it is a theater of
confrontation. Iranian Revolutionary Guard Corps (IRGC) speedboats have shadowed tankers, mines have
been reported near the shipping channels, and U.S. Navy carrier strike groups have moved into position to
guarantee freedom of navigation. The immediate trigger — Tehran’s announcement that it would “reconsider”
safe passage in response to tightened U.S. sanction and the collapse of indirect nuclear talks — has already
sent Brent crude above $110 a barrel and insurance premiums for vessels transiting the Gulf to levels not
seen since the 1980s “Tanker War”.

For global business, this is not a distant geopolitical headline. It is a live stress test of supply chains, energy
markets, and strategic planning. The strait carries rough 21 million barrels of oil per day — about one-fifth of
global seaborne petroleum and 30% of the world’s liquefied natural gas. A sustained disruption, even partial,
would ripple through refineries in Asia, Europe and the U.S. Gulf Coast , inflate freight rates on every
alternative route, and force a reassessment of decades-old assumptions about just-in-time delivery and
single-source dependence.

Trade Routes Under Siege

Shipping companies are already rerouting. Maersk, MSC, and COSCO have diverted vessels around the
Cape of Good Hope or through the longer East Africa — Mediterranean arc. The extra 10-14 days at sea adds
millions in fuel and crew costs while delaying containerized goods from Asia to Europe by critical weeks.
Insurance underwriter’s Lloyd’s have imposed war-risk surcharges of 1-2% of hull value per voyage —
enough to make some low-margin trades unprofitable. Smaller operators without balance-sheet strength to
absorb these costs are simply idling ships of cancelling Gulf calls.

The knock-on effects are immediate. European chemical plants dependent on Middle Eastern feedstocks
have declared force majeure. Indian and Chinese buyers are bidding aggressively for spot cargoes from the
U.S. and Brazil, driving up Atlantic freight rates and squeezing margins for everyone else. Global trade is
not collapsing but it is bifurcating: a high-cost, high-risk “Gulf Route” versus a slower, more expensive but
safe detour economy.

Energy Security Reconsidered

The crisis has exposed the fragility of the post-2010s energy architecture. Europe, still rebuilding inventories
after the 2022 Russian shock, is now staring at a second supply crunch. Asian economies, which account for
nearly 80 % of Hormuz throughput, are accelerating coal-to-gas switching and emergency LNG tenders from
Qatar and the United States. Strategic petroleum reserves in Japan, South Korea, and India are being drawn
down faster than replenished.

For oil majors and national oil companies, the math has changed. Saudi Aramco, ADNOC, and Kuwait
Petroleum have quietly increased output to offset potential Iranian closures, but their spare capacity is not
infinite. U.S. shale producers are ramping drilling crews, yet pipeline and export-terminal bottlenecks limit

Page 12



how quickly additional barrels can reach global markets. The real long-term signal is unmistakable: no major
energy consumer can afford to treat the Persian Gulf as a reliable valve. Diversification is no longer optional;
it is boardroom imperative.

Corporate Strategy in a New Risk Environment
Executives who spent the past decade optimizing for cost and speed are now confronting a world where
political risk is the dominant variable. Three strategic shifts are already visible:

1. Supply-chain resilience over efficiency. Multinationals are accelerating “China-plus-one” and “Middle
East-plus-one” sourcing. Electronics assemblers in Vietnam and Mexico are seeing new orders;
petrochemical joint ventures in the U.S. Gulf and Canada are back on the drawing board. Inventory-to-
sales ratios, which hit historic lows in 20232024, are climbing again as companies rebuild buffers.

2.Financial hedging meets physical hedging. Treasury teams are not only buying futures and options;
they are negotiating long-term offtake agreements with non-OPEC producers, chartering dedicated
shuttle tankers outside the Gulf, and even investing in floating storage. Insurance captives and
parametric risk-transfer products are proliferating.

3.Accelerated energy transition as risk mitigation. Boards that once viewed net-zero targets as ESG
box-ticking now see them as geopolitical insurance. European utilities are fast-tracking offshore wind
and nuclear restarts. Asian conglomerates are pouring capital into hydrogen pilots and battery supply
chains. Every barrel that can be displaced by renewables or nuclear is one fewer barrel that must transit
the strait.

The crisis has also sharpened the debate over corporate political risk. CEOs who once avoided public
commentary on foreign policy are quietly lobbying capitals in Washington, Beijing, New Delhi, and Brussels
for de-escalation. Some are even exploring back-channel commercial diplomacy—offering technology
transfers or investment commitments in exchange for safe passage guarantees.

The Path Forward

History shows that Hormuz crises eventually de-escalate; geography and economics make permanent closure
suicidal for all parties. Yet markets price in the near-term probability, not the long-term inevitability. The
current episode is therefore a forcing function. Companies that treat it as a temporary spike in volatility will
be caught flat-footed when the next incident occurs—whether in Hormuz, the Bab el-Mandeb, or the South
China Sea. Those that use it to redesign supply chains, secure diversified energy sources, and build genuine
strategic resilience will emerge stronger.

The editorial board has long argued that business cannot outsource its risk management to diplomats. The

Strait of Hormuz crisis is proving the point in real time. Global trade, energy security, and corporate strategy
are no longer separate chapters in the annual report. They are now written in the same volatile ink.
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SECTION 1

THE STRATEGIC
CHOKEPOINT - STRAIT
OF HORMUZ AND
GLOBAL ENERGY
MARKETS
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Qil Price Volatility and Hormuz Disruptions: Quantifying the Economic

Cost on Global Energy Markets
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The Strait of Hormuz is the world's most critical energy chokepoint, handling approximately 20 million
barrels per day (mb/d) of crude oil and petroleum products—roughly 20% of global petroleum liquids
consumption and 25% of total seaborne oil trade—as of 2024-2025 data from the U.S. Energy Information
Administration (EIA). Roughly 80—-84% of these flows head to Asian markets, with China alone accounting
for about 38% of imports.

Any disruption—whether from geopolitical conflict, attacks on tankers, or deliberate closure—triggers
immediate oil price spikes, shipping cost surges, and broader macroeconomic ripple effects. The 2026 Iran-
related conflict (involving U.S./Israel strikes and Iranian retaliation) has provided a real-world case study,
with tanker traffic plunging sharply, Brent crude surging from the $70s to over $100—120 per barrel at peaks,
and analysts labeling it the largest supply disruption in oil market history.

This report synthesizes recent data, historical context, scenario-based modeling, and visuals to quantify the
economic costs.

The Strategic Importance of the Strait of Hormuz

The strait is a narrow 21-nautical-mile passage between Iran and Oman, connecting the Persian Gulf to the
Arabian Sea and Indian Ocean. It is the only sea route for Persian Gulf oil and LNG exports from major
producers including Saudi Arabia, Iraq, the UAE, Kuwait, and Qatar.
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St ruit of Horm uz Volume transported through the strait in 2024
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Key 2025 flows (EIA/Vortexa data):
 Origins (total ~20-21 mb/d): Saudi Arabia (~5.6 mb/d or 37%), Iraq (~3.3 mb/d), UAE (~2.1 mb/d), Iran
(~1.6 mb/d), Kuwait (~1.5 mb/d), Qatar (~0.7 mb/d).
« Bypass options are limited: Saudi Arabia’s East-West Pipeline and UAE’s Fujairah terminal provide only
~5-7 mb/d combined capacity. A full or prolonged closure strands the vast majority of Gulf exports.

Saudi Arabia Iraq L.R. Iran Kuwait Qatar
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Destinations: Predominantly Asia (China ~5.4 mb/d, India ~2.0 mb/d, South Korea/Japan ~1.7 mb/d each);
Europe and the U.S. are far less exposed directly.
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Destinations: Predominantly Asia (China ~5.4 mb/d, India ~2.0 mb/d, South Korea/Japan ~1.7 mb/d each);

Europe and the U.S. are far less exposed directly.
Historical Oil Price Volatility Linked to Hormuz/Middle East Disruptions

Geopolitical events in the region have repeatedly driven oil price shocks:
« 1973 Arab oil embargo and 1979 Iranian Revolution — sharp spikes.
e 1990-1991 Gulf War — prices doubled.
« 2019 tanker attacks and Abgaiq drone strikes — temporary spikes.
« Recent examples (Red Sea/Houthi disruptions) compounded volatility.

The 2026 conflict amplified this pattern, with Brent rising ~10-60% in the initial weeks amid near-halt in

tanker traffic (down 86—97% in some reports).
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Note: Daily Brent prices and important events. Red lines show 2 mb/d cuts by OPEC+, 1.16 mby/d cuts by OPEC+; 1 mb/d cut (Saudi Arabia), 1.3 mby/d cut
extension (Saudi Arabla and Russia), and 2.2 mb/d cut continuation of extensions by OPEC+. The yellow line shows the start of the conflict in the Middle
East. The last observation Is January 2, 2024,

Volatility is not just from physical supply loss but from risk premiums, insurance surges (shipping rates hit
record highs), and rerouting costs.

Quantifying the Economic Costs: Models and Scenario

Standard models (EIA, GAO, Oxford Economics, Dallas Fed, IMF frameworks, and recent 2026 analyses)
estimate impacts via supply shortfalls, price pass-through, and multiplier effects on inflation, growth, and
sectors like shipping, fertilizers, and food.

Key transmission channels:
« Oil price rise — higher fuel/freight costs — inflation.
« Energy-intensive supply chains (plastics, chemicals, fertilizers) — food price spikes.
« Disproportionate hit to import-dependent emerging markets (Asia, Africa, South Asia).

Scenario-based estimates (synthesized from 2026 analyses including Oxford Economics, Dallas Fed macro
model, UNCTAD, Kiel Institute, and Morgan Stanley):
« Short disruption (<2 weeks): Oil +$10—15/bbl; global GDP loss ~$330 billion; inflation +0.4 pp. Limited
but immediate shipping/insurance shocks.
« Medium (1 month): Oil to $100-120/bbl; GDP loss ~$770 billion; inflation +1 pp; stagflation risks
emerge.
« Prolonged (2+ months): Oil potentially $140+; GDP loss up to $2.2 trillion; inflation +2-2.5 pp; global
growth shaved 0.1-2.9 pp annualized; heavy hits to Asia/Europe. Food prices also rise due to
fertilizer/energy links.
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Volatility is not just from physical supply loss but from risk premiums, insurance surges (shipping rates hit
record highs), and rerouting costs.

Quantifying the Economic Costs: Models and Scenario

Standard models (EIA, GAO, Oxford Economics, Dallas Fed, IMF frameworks, and recent 2026 analyses)
estimate impacts via supply shortfalls, price pass-through, and multiplier effects on inflation, growth, and
sectors like shipping, fertilizers, and food.

Key transmission channels:
« Oil price rise — higher fuel/freight costs — inflation.
» Energy-intensive supply chains (plastics, chemicals, fertilizers) — food price spikes.
« Disproportionate hit to import-dependent emerging markets (Asia, Africa, South Asia).

Scenario-based estimates (synthesized from 2026 analyses including Oxford Economics, Dallas Fed macro
model, UNCTAD, Kiel Institute, and Morgan Stanley):
« Short disruption (<2 weeks): Oil +$10-15/bbl; global GDP loss ~$330 billion; inflation +0.4 pp. Limited
but immediate shipping/insurance shocks.
« Medium (1 month): Oil to $100-120/bbl; GDP loss ~$770 billion; inflation +1 pp; stagflation risks
emerge.
« Prolonged (2+ months): Oil potentially $140+; GDP loss up to $2.2 trillion; inflation +2-2.5 pp; global
growth shaved 0.1-2.9 pp annualized; heavy hits to Asia/Europe. Food prices also rise due to
fertilizer/energy links.
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IMF rule-of-thumb: Sustained 10% oil price increase reduces global GDP by 0.1-0.2% and adds ~0.4 pp to
inflation. A 2026 full closure could double or triple these effects. Poorer importers face welfare losses 10—
20x higher than the U.S. (e.g., India/South Korea —1.4% to —2.5% in short-run models).
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Additional spillovers: LNG prices doubling (Qatar exports), global shipping network congestion, and equity
market reactions (health/tech sectors hit hardest in some analyses).

Mitigation and Outlook
« Strategic reserves (IEA-coordinated releases) and OPEC+ spare capacity offer short-term buffers.
« Long-term: Diversified supply chains, renewables acceleration, and alternative routes/pipelines.
« As of early April 2026, partial recovery in flows and de-escalation signals have eased prices somewhat,

but volatility persists.

In summary, Hormuz disruptions represent not just an energy shock but a systemic global economic risk.
Quantified costs underscore the need for resilient supply chains and rapid diplomatic/energy policy
responses. Data from EIA, IEA, and recent conflict modeling provide a clear framework for stress-testing

portfolios and economies against future volatility.

Key Research and Data Sources

1.EIA (2025 reports): Detailed flows, chokepoint analysis, and destination breakdowns.
2.IEA/UNCTAD: LNG dependence and maritime disruption modeling.

3.0xford Economics/Goldman Sachs (2026 scenarios): Probabilistic price/GDP forecasts.

4.0lder benchmarks (GAO/EIA 2007): Still cited for unmitigated shocks ($107-230/bbl peaks).
5.Recent 2026 analyses (Stimson, ABN AMRO, LSE): Real-time quantification of war-induced closure.
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Maritime Trade Re-routing: Alternative Pathways, Shipping Costs,
Insurance Premiums, and Red Sea—Hormuz Linkages
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The Red Sea shipping crisis, triggered by Houthi attacks starting in late 2023, forced a massive re-routing of
global maritime trade. By early 2024, Suez Canal container transits had plummeted by up to 90%, with
traffic still subdued (down ~60% from pre-crisis levels) into 2026 despite intermittent ceasefires. Escalations
in early 2026—1linked to Iran strikes and the effective closure (or 90% traffic drop) of the Strait of Hormuz
—intensified the crisis, pushing even more vessels around Africa’s Cape of Good Hope. This has reshaped
global supply chains, with longer voyages, higher costs, and elevated insurance risks. The dual disruption of
two critical chokepoints (Bab el-Mandeb/Red Sea and Hormuz) has created a “double chokehold” on energy
and container flows.

Alternative Pathways

The dominant alternative for Asia-Europe container traffic (previously ~12-15% of global maritime trade via
Suez/Red Sea) is the Cape of Good Hope route around southern Africa. This adds 3,000—4,000+ nautical
miles (nm) and 1014 days to typical voyages (e.g., Shanghai to Rotterdam: Suez ~9,600-11,000 nm / ~28—
32 days vs. Cape ~13,500 nm / 38-42 days). Fuel consumption rises 30-70%, and effective global container
capacity has effectively dropped by ~9% due to longer transits tying up vessels.

Other options are limited:

« Panama Canal: Viable for some Asia-U.S. East Coast routes but adds even more distance/time (~18,000
nm / 45-50 days) and faces its own constraints (droughts, tolls).

« Arctic/Northern Sea Route: Seasonal, icebreaker-dependent, and geopolitically risky; not a scalable
substitute.

« Land bridges/pipelines: E.g., Saudi Arabia’s East-West pipeline (Petroline) to Yanbu on the Red Sea for
Gulf oil exports bypassing Hormuz—but Red Sea risks persist. Some cargo uses overland routes (e.g.,
Saudi Arabia to Haifa, Israel/Egypt).
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Rerouting has boosted traffic at African ports (bunkering, transshipment hubs) but strained others with

congestion.
Here are key maps illustrating the primary reroutes:
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World map comparing Suez Canal route (orange dotted) vs. Cape of Good Hope alternative (blue) for
Asia-Europe trade (e.g., Shanghai-Rotterdam). Source: DocShipper analysis.

Impact of Rerouting: Cape of Good Hope Vs Suez Canal Q

23

+ 3,500 nautical miles
+ USD 2 million
+ 10 days

Impact of rerouting: Cape of Good Hope vs. Suez (adds ~3,500 nm, +10 days, +$2M+ per voyage).
Source: CZ App insights.
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Attacks in the Red Sea bring the old trade route between

Europe and Asia into consideration

Attacks by Houthis in Yemen on commercial ships linked to Israel
lead companies to redirect their routes to the historic trade route
between Europe and Asia, via the Cape of Good Hope

I
Cape of Good Hope route

= Commercial ships are
redirecting their routes to the
southemn tip of Africa

= Extends the route by 10-14
days (4,000 nautical miles)
compared to the Suez Canal

= Additional fuel costs
® Prolonged delivery times

= ncreased insurance
expenses

Suez Canal

Bab-el-Mandeb Strait

Cape of
Good Hope

December 21, 2023

Suez Canal

%
i

. '

Babr¢l Mandeb Strait

I

Suez Canal
= Opened on Nov. 17, 1869
= Connects Mediterranean Sea to the Red Sea
® Shortest route between Asia and Europe

= About 12% of global shipping traffic
normally transits the waterway

Houthi threat in the
Bab-el-Mandeb Strait
= About 10% of erude oil and oil products
(8.2M barrels per day) traverses the
strait
® Attacks on ships force shipping
companies to new routes

R

Red Sea attacks prompting Cape of Good Hope reroute (with Bab el-Mandeb inset). Source: The

Conversation / AA.

Shipping Costs

Rerouting has driven significant cost increases due to extra fuel, crew overtime, vessel chartering, and lost

productivity. JPMorgan and industry data show:

e Per-TEU premium: +$200—400 on Cape route (vs. Suez baseline).

« Per-voyage extra: $2—4 million for a typical 10,000+ TEU vessel (fuel ~$500k—$1.5M at 2025 VLSFO
prices; plus time/positioning).

 Freight rates: Shanghai-Rotterdam spot rates surged 5x+ in early 2024 peaks (~$9,000+/40ft container
from ~$1,000 pre-crisis); remained +80% higher in 2025 vs. 2023. Rates stabilized somewhat by late
2025 but stayed elevated into 2026 due to compounded Hormuz risks. Overall Asia-Europe rates up 40—
60% initially, settling 25-35% above benchmarks.

Emissions and environmental costs also rose (GHG +46%+ per some studies due to longer distances).

Traffic data reflects the shift: Suez Canal transits dropped 50-90% (container ships especially); Cape of
Good Hope passages surged 70-85% in 2024-2025.
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Relevant rate and traffic visuals (note: exact 2026 data shows partial stabilization with volatility from
Hormuz):

Insurance Premiums

War risk premiums skyrocketed for high-risk zones. Pre-crisis Red Sea transits: $10,000-20,000 per voyage.
Post-attacks: $150,000—500,000+ (or 0.3—1% of hull value per transit). For a $120M VLCC, this equates to
$1.2-1.8M per voyage at peaks. Rates fluctuated (declining during lulls in 2025 but spiking with renewed
attacks or Hormuz escalation to 0.65-0.75% or higher). Some underwriters paused coverage entirely.

Hormuz/Gulf premiums saw 25-50% hull insurance hikes in early 2026 due to Iran conflict. Combined Red
Sea + Hormuz exposure has made dual-risk pricing a "new normal," with no-claims bonuses (25-50%)
sometimes offsetting but not eliminating the burden.

Red Sea—Hormuz Linkages
These chokepoints are interconnected:

» Geographic/Economic: Hormuz funnels ~20M barrels/day oil (~20-25% global seaborne trade, 80% to
Asia). Red Sea/Suez handles ~12% global trade + ~10% oil products. Saudi/Gulf oil can partially bypass
Hormuz via Red Sea pipelines (Yanbu), but Houthi threats close that loop.

« Geopolitical: Houthis (Iran-backed) target Red Sea; Iran directly threatens Hormuz (blocked ~95%
traffic in early 2026 per reports). Western efforts to secure Red Sea (e.g., Operation Prosperity Guardian)
cost billions but failed to restore flows—making Hormuz protection even harder.
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« Cascading Impacts: 2026 Iran escalation compounded Red Sea avoidance, isolating Gulf ports,
spiking oil prices, and forcing tankers to reroute around Africa (adding massive ton-miles). Dry
bulk/fertilizer/LNG flows also hit (Hormuz down ~91% in some segments). UNCTAD/IMF note
supply shocks, inflation risks, and capacity strains

Research from UNCTAD, IMF PortWatch, JPMorgan, Clarksons, and Drewry confirms persistent
volatility: rerouting is now semi-structural, with environmental costs (higher emissions), port congestion,
and supply chain fragility as long-term legacies. Full recovery depends on de-escalation in both zones—
unlikely in the near term as of April 2026.

In summary, the crisis has increased global shipping resilience testing but at a steep price: longer, costlier,
and riskier trade flows with ripple effects on inflation, energy security, and emissions. Carriers and
shippers continue adapting via diversified routing and risk management.

Key Research Sources & Data:
« UNCTAD, World Bank, IMF, and EIA reports document 50-90% drops in Suez/Bab el-Mandeb
volumes and Cape surges.
« Industry analyses (Alphaliner, BIMCO, S&P Global) highlight capacity absorption and cost impacts
persisting into 2026.
« Reuters, Lloyd’s List, and academic sources (e.g., The Conversation) note the Cape route’s shift from
temporary detour to structural reality.

Insurance Premiums

War risk premiums skyrocketed for high-risk zones. Pre-crisis Red Sea transits: $10,000-20,000 per voyage.
Post-attacks: $150,000—500,000+ (or 0.3—1% of hull value per transit). For a $120M VLCC, this equates to
$1.2-1.8M per voyage at peaks. Rates fluctuated (declining during lulls in 2025 but spiking with renewed
attacks or Hormuz escalation to 0.65-0.75% or higher). Some underwriters paused coverage entirely.

Hormuz/Gulf premiums saw 25-50% hull insurance hikes in early 2026 due to Iran conflict. Combined Red
Sea + Hormuz exposure has made dual-risk pricing a "new normal," with no-claims bonuses (25-50%)
sometimes offsetting but not eliminating the burden.

Red Sea—Hormuz Linkages
These chokepoints are interconnected:

» Geographic/Economic: Hormuz funnels ~20M barrels/day oil (~20-25% global seaborne trade, 80% to
Asia). Red Sea/Suez handles ~12% global trade + ~10% oil products. Saudi/Gulf oil can partially bypass
Hormuz via Red Sea pipelines (Yanbu), but Houthi threats close that loop.

« Geopolitical: Houthis (Iran-backed) target Red Sea; Iran directly threatens Hormuz (blocked ~95%
traffic in early 2026 per reports). Western efforts to secure Red Sea (e.g., Operation Prosperity Guardian)
cost billions but failed to restore flows—making Hormuz protection even harder.
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Saudi Arabia and UAE: Diversification Strategies Amid Hormuz Risks,
OPEC+ Realignments, and Post-Conflict Opportunities

As of early 2026, Saudi Arabia and the United Arab Emirates (UAE) are accelerating ambitious economic
diversification programs—Saudi Vision 2030 and the UAE’s “We the UAE 2031” vision—while navigating
acute geopolitical and energy-market pressures. These include disruptions in the Strait of Hormuz
(exacerbated by the 2026 Iran-related crisis), ongoing OPEC+ production quota adjustments, and emerging
post-conflict reconstruction prospects across the Middle East (particularly in Yemen, Gaza, and broader
regional stabilization). Both nations are reducing oil dependence, with non-oil sectors now driving the
majority of GDP growth, yet hydrocarbon exports remain vital for revenue. Diversification mitigates risks
but also creates new opportunities in trade, tourism, renewables, and regional investment.

Diversification Strategies: Progress and Targets

Saudi Arabia’s Vision 2030 has transformed non-oil GDP from ~50% of total GDP in 2016 to an estimated
56-58% by end-2025, with non-oil activities growing 4.5-5.5% annually (projected to sustain this through
the decade). Key drivers include tourism (target: 150 million visitors), private-sector expansion (target: 65%
of GDP), SMEs, renewables, and giga-projects like NEOM. Non-oil exports are rising toward 50% of non-
oil GDP, FDI inflows are growing, and unemployment has fallen. In 2025, non-oil GDP grew ~5.4%,
outpacing the oil sector amid OPEC+ cuts.

The UAE has advanced further: non-oil activities reached a record 77.3% of real GDP in Q1 2025 (AED 352
billion), with non-oil GDP growth at ~5.3%. Under “We the UAE 2031,” the goal is to double GDP to AED
3 trillion, led by finance, trade, logistics, manufacturing (Operation 300bn target: 25% of GDP), and tourism.
Non-oil sectors grew 5-6% in recent years, supported by business reforms, FDI, and tech/renewables
investments.

Non-Oil DGP Growth Rates

@ Saudi Arabia UAE

5 / —— /

2021 2022 2023 2024 2025
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GDP Composition (2025) Saudi Arabia
(Oil vs. Non-Oil)

Oil
44%

Non Oil
56%

GDP Composition (2025) UAE (Oil vs.
Non-Oil)

Non Oil
77%
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Hormuz Risks: The Chokepoint and Mitigation Efforts

The Strait of Hormuz remains the world’s most critical energy chokepoint, handling ~20 million barrels per
day (mbpd) of oil and products (~20% of global seaborne oil trade) in 2025. Saudi Arabia accounts for ~37%
of flows, the UAE ~13%. The 2026 Iran conflict led to effective closure threats, tanker attacks, and
rerouting, causing production curtailments due to storage limits and price volatility.

SAUDI
ARABIA

UNITED ARAB
EMIRATES

Both countries have activated bypass pipelines to reduce exposure:

« Saudi Arabia: East-West (Petroline) Pipeline to Yanbu (Red Sea) — capacity up to 7 mbpd (recently
ramped to full in crisis).
« UAE: Abu Dhabi Crude Oil Pipeline (ADCOP) to Fujairah (Gulf of Oman) — capacity 1.5-1.8 mbpd.

Combined bypass capacity covers only ~25-30% of normal Hormuz flows, shifting some risk to Red Sea
routes (vulnerable to Houthi activity). This underscores the strategic push for non-oil revenue and alternative
export infrastructure.
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OPEC+ Realignments: Quota Dynamics and Market Stability

OPEC+ (core 8 members including Saudi Arabia, UAE, Russia, etc.) extended voluntary production
adjustments through 2025-2026 to balance markets amid demand uncertainty and inventories. Production
increases were paused in Q1 2026 due to seasonal factors; a modest 206 kbpd adjustment resumed in April
2026. Saudi Arabia’s target: ~10.1 mbpd; UAE: ~3.4 mbpd (with phased quota gains for capacity
expansion). Realignments reflect capacity audits and quota negotiations, with Saudi Arabia and UAE as key
players balancing cuts and flexibility.

OPEC+ Production Quotas March 2026
(mbpd)

12

Saudia Arabia UAE

Post-Conflict Opportunities: Reconstruction and Regional Realignment

The 2026 Hormuz/Iran crisis, Yemen tensions (Saudi-UAE rivalry over southern governorates and Houthis),
and Gaza-related ceasefires open windows for Gulf leadership in reconstruction. Saudi Arabia and UAE
have pledged billions for Gaza rebuilding and regional funds. Opportunities include:

« Infrastructure/investment in Yemen (post-truce stability, Red Sea security).

» Broader Middle East economic integration (trade, tourism, energy transition).

« Leveraging PIF and UAE sovereign wealth for FDI in stabilized areas (Syria, Lebanon, Horn of Africa
ports).
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Rivalry (e.g., UAE-backed STC vs. Saudi intervention in Yemen) poses challenges but also drives
competition in ports/logistics, accelerating non-oil trade routes. Post-conflict stability could boost inbound
tourism, FDI, and non-oil exports for both nations.

Outlook and Interplay

Diversification is resilient: non-oil growth outpaces oil even amid Hormuz shocks and OPEC+ discipline.
Risks (pipeline vulnerabilities, quota tensions, regional rivalries) are offset by bypass infrastructure, quota
flexibility, and reconstruction leadership. By 2030-2031, both countries aim for knowledge-based, private-
sector-led economies less exposed to energy chokepoints. Success hinges on sustained reforms, geopolitical
de-escalation, and capitalizing on peace dividends—positioning Saudi Arabia and the UAE as regional
economic anchors in a post-conflict Middle East.

Key Data Sources & Research
« Vision 2030 official updates, GASTAT, UAE Ministry of Economy, IMF/World Bank forecasts (2025—
2026).
« EIA, IEA, OPEC Monthly Oil Market Reports for production/export data.
« Moody’s, Reuters, Arab News for Hormuz/OPEC+ analysis.
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Qatar, Bahrain, Kuwait, and Oman: LNG, Petrochemical Resilience, and the
Hormuz Gateway — Neutrality and Local Business Adaptation

These four Gulf Cooperation Council (GCC) states—Qatar, Bahrain, Kuwait, and Oman—play distinct yet
interconnected roles in global energy markets. Qatar and Oman are established LNG exporters, while
Bahrain and Kuwait focus more on imports and downstream integration. All rely on the Strait of Hormuz for
much of their hydrocarbon trade, face geopolitical pressures that test their neutrality, and pursue national
visions (e.g., Qatar National Vision 2030, Oman Vision 2040) to build petrochemical resilience and local
business adaptability amid volatility.

Recent events, including 2026 disruptions from regional conflict, underscore the need for resilience
strategies like alternative routing, downstream value-add, and diversification.

LNG Production and Exports: Qatar and Oman Lead, with Geographic Nuances

Qatar remains a global LNG powerhouse, exporting approximately 77.23 million tonnes (MT) in 2024
(down slightly from prior peaks but still ~20% of global LNG trade), with plans to expand North Field
capacity toward 126+ MT per annum by the late 2020s. Nearly all Qatari LNG transits the Strait of Hormuz.
Oman achieved record output of 11.98 MT in 2024 at its 11.4 MT per annum Qalhat/Sur facility, generating
$6.5 billion in revenues—running above nameplate capacity and aligning with Vision 2040 goals.

Bahrain and Kuwait have negligible LNG exports (focusing instead on imports via recent terminals), making
them net consumers in the LNG space.

Here is a visual of LNG exports for 2024 (approximate):

LNG Exports from Qatar, Bahrain, Kuwait & Ooman

Qatar Oman Kuwait Bahrain
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Key Insight: Oman’s LNG terminal sits on the Gulf of Oman side, offering a natural bypass of the Hormuz

chokepoint—a major resilience advantage not shared by Qatar, Kuwait, or Bahrain.

Petrochemical Resilience: Downstream Diversification as a Buffer

The GCC’s petrochemical sector (total capacity ~156 MT in 2023) provides a hedge against upstream

volatility. Approximate shares among the four countries (as % of GCC total):

Qatar: ~10.6%
Oman: ~4.3%
Kuwait: ~2%

Bahrain: ~0.9% (with GPIC focusing on ammonia, urea, and methanol)

Kuwait targets integrated growth via projects like Al-Zour (refining-petrochem synergy) aiming for 14.5 MT

per annum by 2040. Oman invests heavily in Dugm SEZ for value-added chemicals. Qatar advances ethane

crackers and polyethylene. Bahrain expands GPIC output.

These countries leverage low-cost feedstocks for cost-competitive production, even amid global downturns

since 2022. Downstream expansion (e.g., intermediates, non-Asian exports) builds resilience against oil

price swings and oversupply.

Visual of approximate petrochemical capacity shares among the four (2023 data):

Approximate Share of GCC
Petrochemical Capacity

Kuwait
11.2%

Bahrain

Oman
24.2% Qatar

59.5%
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The Hormuz Gateway: Critical Chokepoint and Vulnerability

The Strait of Hormuz handles ~20% of global seaborne oil (~20 million barrels per day) and ~20% of LNG
trade, primarily from Qatar (9.3 Bcf/d in 2024). Qatar, Kuwait, and Bahrain depend heavily on it; disruptions
(as seen in early 2026 conflicts) force force majeure declarations and production halts.

Oman benefits from ports like Dugm and Sohar on the Arabian Sea side, enabling alternative logistics
corridors.

Maps of the Strait of Hormuz and export routes (highlighting key installations, pipelines, and the
chokepoint’s strategic role for Qatar/Kuwait/Bahrain vs. Oman’s partial bypass):

ENSURING BUSINESS CONTINUITY
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Alternative routes (e.g., UAE’s Fujairah pipeline, Saudi East-West pipeline) offer limited relief; combined
bypass capacity is far below Hormuz volumes.

Neutrality in a Volatile Region

Oman maintains a longstanding mediator role between rivals (e.g., Iran-Saudi, US-Iran). Qatar hedges
diplomatically while hosting major energy infrastructure. Bahrain and Kuwait, more aligned with Western
security pacts, still emphasize de-escalation to protect trade.

Recent 2026 tensions tested these postures, with strikes hitting facilities despite neutrality claims,
highlighting limits to strategic autonomy
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Local Business Adaptation: Visions, JVs, and Diversification
National strategies drive adaptation:
« Qatar: Non-hydrocarbon sectors growing; FDI incentives and local content policies support SMEs in
services, tech, and supply chains.
e Oman: Dugm SEZ and Karwa Motors exemplify manufacturing JVs; Vision 2040 emphasizes private-
sector-led growth and renewables.
« Kuwait: Debt issuance laws and Al-Zour integration boost downstream resilience.
« Bahrain: Golden licenses and tax reforms attract investment; GPIC expansions focus on value-add.

Businesses adapt via:
« Alternative logistics (bonded landbridges, Oman corridors).
« Digital transformation and sustainability (CCS, hydrogen pilots).
« Export diversification beyond Asia.

Additional LNG export trend visual (Qatar vs. global leader US, showing Qatar’s sustained dominance until
recent expansions):

Annual United States and Qatar LNG Exports, 2008-2025 NGI
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Source: Compiled by NGI from Kpler data

Conclusion: Resilience Through Adaptation

Qatar and Oman anchor LNG leadership, while all four invest in petrochemicals for value capture. Hormuz
remains a shared vulnerability (except Oman’s geographic edge), but neutrality and proactive diversification
—via national visions, JVs, alternative routes, and local SME growth—position these economies for long-
term adaptation. Data from EIA, IGU, MEES, and company reports (2024-2025) confirm robust
fundamentals despite 2026 shocks.

These states exemplify Gulf resilience: leveraging energy strengths while building diversified, adaptive local
economies. Ongoing monitoring of Hormuz risks and global LNG demand will shape their trajectories.
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Iran’s Economy Under Sanctions and Strait Blockades: Survival Tactics,
Domestic Industries, and Black-Market Trade
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Mote: Darker colours indicate multiple strikes
Source: BBC Verify, BBC Persian, ISW and AEI-CTF, 14:30 GMT 23 Mar 2026 BEIE

Iran’s economy has weathered over four decades of sanctions, with the post-2018 “maximum pressure”
campaign and the 2026 escalation involving Strait of Hormuz disruptions representing the most severe test
yet. By early 2026, official oil revenues had collapsed amid partial blockades, the rial hit record lows
(exceeding 1.5 million IRR per USD on black markets), inflation surged above 42%, and GDP growth turned
negative in war-affected scenarios. Yet Tehran’s “Resistance Economy” — a state-orchestrated blend of
import substitution, IRGC-led shadow networks, and barter trade with China and Russia — has enabled
partial survival. Non-oil sectors like petrochemicals and steel now dominate, while a sophisticated shadow
fleet moves 1.5-2.2 million barrels per day (bpd) of crude, often at deep discounts.

This expanded analysis draws on IMF, World Bank, U.S. Treasury, TankerTrackers, and Iranian official data
through March 2026. It details macro impacts, blockade risks, survival strategies, key industries, black-
market mechanics, social fallout, and future scenarios. Visuals, tables, and maps illustrate resilience amid
fragility.

Historical Context and Macroeconomic Impacts

Sanctions began intensifying after the 2018 U.S. JCPOA withdrawal, slashing oil exports from ~2.5 million
bpd to under 0.5 million bpd by 2020. A brief 2021-2023 recovery (via shadow mechanisms) peaked at 1.8—
2.1 million bpd in late 2025 before 2026 conflict disruptions.
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Key Indicators (2017-2026) (Data synthesized from IMF/World Bank; 2026 reflects war/blockade
scenarios.)

Year

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

GDP Growth
(%)

3.8

4.1

3.5

3.7

0.3

-2.5 (proj.)

Oil Exports (million ~ Rial/USD (black market,

Inflation (%) bpd) approx.)
10 24 ~60,000
31 1.8 ~120,000
39 0.3 ~150,000
30.6 0.5 ~250,000
40 0.8 ~300,000
40 1 ~400,000
40 1.5 ~600,000
42 1.5 ~1,000,000
42+ 1.8 (peak Sept: 2.1) ~1,400,000
50+ 0.8 (disrupted) >1,500,000

Iran's GDP Growth & Inflation

® GDP% Inflation %

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
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Iran Crude Oil Exports mbpd
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War and blockades exacerbated 2025 trends: World Bank projects 1.7-3% contraction in 2025/26 under

stricter sanctions; IMF notes oil GDP drag.

2. Strait of Hormuz: The Ultimate Chokepoint and Blockade Risks

The Strait — 21 miles wide at its narrowest — carries ~20% of global oil (21 million bpd pre-2026) and
significant LNG. Iran’s threats and 2026 actions (drones, mines, attacks on tankers) have slashed traffic by
85% in early March, spiking global prices to $90—120/bbl and fertilizer costs 15-20%.

On March 11, Iran launched
waterborne attacks on two

0il tankers in close proximity,

JKUWAIT % causing fires on both ships

BAHRAIN

QATAR

SAUDI
ARAEBIA

On March 11, an Iranian drone hit /
the Mayuree Naree bulk carrier,/
causing a fire and injuries to crew
members; the whereabouts of,
three of them remain unknown 1

On March 1, an Iranian
waterborne attack hit the
MKD Vyom oil tanker, set
its engine room on fire and
killed one crew member

JOMAN

Alternative routes (e.g., Saudi East-West pipeline) cover only partial volumes. A prolonged closure risks

global recessionary shocks while paradoxically hurting Iran’s own (already sanctioned) exports
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Survival Tactics: The “Resistance Economy” in Action
Formalized by Supreme Leader Khamenei, the Resistance Economy prioritizes self-sufficiency, non-oil
diversification, and evasion. Core elements:

« Pivot to East: 80-90% of oil to China (yuan/barter settlements); Russia/Iraq for parts and agriculture.

« IRGC Parallel Economy: Controls ~40-50% of shadow oil trade, ports, and smuggling; provides
logistics and protection.

« Import Substitution & Knowledge Economy: 8,000-10,000 knowledge-based firms (up from 6,000+);
focus on IT, reverse-engineering, and SMEs. Capital controls and strategic reserves buffer shocks.

« Decentralization: SMEs cut costs, invest in tech/export networks; barter replaces dollar trade.

Firm-level adaptation: reduced R&D/marketing, digital tools, and regional alliances sustain operations
despite 40%+ inflation.

Domestic Industries: Pillars of Resilience
Sanctions forced growth in non-oil sectors via localization and IRGC investment. These now comprise the

bulk of GDP/employment.

Growth in Key Domestic Industries (2018-2025, Index 2018=100)

Production in millions

@ 2018 @ 2025
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1. Petrochemicals: Capacity ~74 million tons; exports up 24% in 2025 (methanol, urea dominant). Became
regional leader; IRGC-linked plants in Persian Gulf.

2.Steel: ~32 million tons production (2025); exports to Irag/region despite sanctions. Top non-oil earner;
Isfahan and Khuzestan hubs (some war damage).

3.Automotive: Iran Khodro/Saipa dominate; 80%+ parts localization. Production resilient but
quality/exports limited.

4.Pharma & Appliances: >80% self-sufficiency in medicines; reverse-engineered generics. Knowledge
firms drive appliances/electronics.

5.Defense: Fully domestic drones/missiles; sustains “axis of resistance.”

Non-oil exports reached ~$40-50 billion annually by 2025, reducing oil dependency from 70% pre-
sanctions.

Black-Market Trade and Shadow Networks

The “shadow fleet” (400+ aging tankers, flags-of-convenience, AIS spoofing, ship-to-ship transfers) is
central. 2025 exports averaged 1.5—1.8 million bpd (peaks 2.1+), generating $25-40 billion despite U.S.
seizures.

Shadow Fleet & Smuggling Routes

VS 0il Terminal in Khor
al-Zubayr, Irag

Iran's main oil terminal
at Kharg Island

Blended Iranian il is exported
to the global market as purely
Iranian oil from Khe Iragi oil, ¢ ing seemingly
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Mechanisms:
« STS Transfers & Blending: Iranian crude mixed with Iraqi/Venezuelan at sea or terminals (e.g., Khor al-
Zubayr); falsified docs.
« Front Companies & Barter: UAE/Hong Kong/Singapore hubs; yuan/crypto/hawala for payments.
« Land/Air Smuggling: Fuel/goods via borders; ~§20-25 billion annual informal trade.
» Crypto & Informal Finance: Hedging rial collapse; IRGC-linked exchanges.

U.S. Treasury targeted dozens of vessels/brokers in 2025-2026, yet flows persist via China’s teapot
refineries.

Social and Political Impacts

Currency collapse (Dec 2025-Jan 2026) triggered nationwide protests in bazaars, factories, and universities.
Unemployment ~9-20% (youth higher); poverty 22—50%. Food basket costs exceed minimum wage, fueling
unrest.

IRGC containment and subsidies provide short-term stability, but long-term erosion of middle class and
legitimacy persists.

Outlook: Adaptation vs. Systemic Fragility
Iran demonstrates operational resilience: factories run, shelves stocked, crude flows via workarounds. Yet
war damage, underinvestment, and inflation risk deeper crisis. Scenarios:

« Short Blockade: Oil prices spike then ease; Iran loses $10-20 billion revenue.

« Prolonged Conflict: GDP -10%+; global ripple effects on energy/food.

» Best Case: De-escalation + partial sanctions relief via BRICS/China ties.

The regime prioritizes survival over prosperity; IRGC shadow systems entrench elite control. Without
structural reform, fragility will mount.

Sources: IMF/World Bank (2025-2026 reports), U.S. Treasury/OFAC, TankerTrackers, Atlantic Council,
Iranian media/official data. All figures approximate; 2026 reflects ongoing developments.
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Iraq’s Oil Exports and Reconstruction: Balancing Hormuz Risks with
Regional Trade

Iraq, OPEC’s second-largest producer with 145 billion barrels of proved reserves (9% of global totals), relies
on oil for over 88-90% of government revenues and the vast majority of its export income. Crude oil
production averaged 4.4 million barrels per day (mbpd) in 2024, with seaborne exports at ~3.2 mbpd—
almost entirely from southern Basra terminals through the Persian Gulf and Strait of Hormuz.

The 2026 Iran-related conflict and Hormuz closure dramatically exposed this vulnerability. Southern
production was slashed by ~70% (from ~3.3 mbpd to ~0.9 mbpd in Basra fields), overall output dropped to
~1.4 mbpd, and exports via the Gulf halted as storage filled. Iraq pivoted north, resuming limited flows via
the Kirkuk-Ceyhan pipeline to Turkey’s Mediterranean port (~200-250 kbpd initially, with potential to scale
to 1.6 mbpd).

This crisis underscores the urgent need to balance Hormuz risks with regional trade diversification while
channeling oil revenues into long-term reconstruction.

Iraq Oil Production Trends (2015-2026)
Pre-crisis production had stabilized near 4.3—4.5 mbpd despite OPEC+ cuts. The Hormuz disruption caused

a sharp collapse.
Iraq Crude Oil Production (Million Barrels per day)
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(Data sources: EIA 2024 averages and March 2026 reports; post-crisis drop reflects southern field
curtailments.)
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Pre-Crisis Export Routes (Approximate Breakdown)
~87% of exports flowed south via Hormuz to Asia (72% of total, led by China and India); the north route
(Turkey) was minor until its 2023 closure and 2026 revival.

Northern Exports
(Turkiye Pipeline)
13%

South Exports
(Basra Via Hormuz)

87%

Hormuz Risks: The Chokepoint and 2026 Impact

The Strait of Hormuz handles ~20 mbpd of global oil (~one-fifth of seaborne trade). Iraq accounted for ~22—
23% of flows pre-crisis. Closure triggered force majeure declarations, daily revenue losses in the hundreds
of millions, and forced domestic refining or shutdowns.

Saudi East-West crude oil pipeline

 d Habshan-Fujairah oil pipeline
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Reconstruction: Oil Revenues as the Funding Lifeline

Post-ISIS damage assessments (2018) estimated $88 billion needed for recovery, with housing (~$17B),
oil/gas infrastructure ($7B+), power, and transport as top priorities. Oil revenues remain the primary source,
funding ~88% of the 2025 federal budget (~$87-94 billion total revenues).
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Ongoing efforts under the National Development Plan 2024-2028 target oil capacity expansion to 6—7
mbpd, Al Faw port upgrades, gas capture, and the “Development Road” trade corridor.

Regional Trade Diversification: Pipelines and New Routes
Iraq is accelerating alternatives to bypass Hormuz:
« Irag-Turkey Pipeline (ITP/Kirkuk-Ceyhan): Revived March 2026 at 200-250 kbpd; Turkey proposes full
extension south to Basra for ~1.5 mbpd Mediterranean access.
« Proposed Jordan/Syria Routes: Tenders for trucking/pipelines to Agaba (Red Sea) and Baniyas
(Mediterranean); longer-term south-north links.
« Broader Regional Context: Complements Saudi East-West and UAE Habshan-Fujairah pipelines.
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These shifts not only secure exports but also deepen trade ties (e.g., electricity imports from
Turkey/Jordan/GCC, Development Road rail/road projects).

Balancing Act: Risks, Opportunities, and Outlook

Hormuz dependency remains Iraq’s Achilles’ heel—94%+ of pre-crisis exports transited the strait—but the
2026 crisis has accelerated diversification. Successful northern and western routing could add 1-2 mbpd of
resilient capacity, stabilizing revenues for reconstruction (power, housing, ports) and reducing vulnerability.
Challenges include federal-KRG coordination, pipeline rehabilitation timelines, and geopolitical tensions.

By leveraging regional partnerships (Turkey, Jordan, Syria) and oil-funded infrastructure, Iraq can transform
export risks into trade opportunities—securing reconstruction while building economic resilience. Long-term
success hinges on executing planned projects like Sealine expansions and the Development Road while
addressing governance and corruption to maximize oil’s developmental impact.
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Lebanon and Yemen: Collateral Damage — How Peripheral Conflicts
Amplify Hormuz Disruptions on Small Economies

In the ongoing 2026 Iran conflict, the effective closure or severe disruption of the Strait of Hormuz—
through which roughly 20-21 million barrels per day of oil and significant LNG volumes transit, accounting
for about 20% of global seaborne oil trade—has triggered the largest oil market shock in history. Peripheral
conflicts involving Iran-backed proxies in Lebanon (Hezbollah) and Yemen (Houthis) have amplified these
disruptions by opening secondary fronts, threatening the Bab el-Mandeb Strait and Red Sea routes,
escalating insurance and shipping costs, and forcing risky rerouting. The result: surging global energy and
fertilizer prices that deliver outsized collateral damage to already fragile small economies like Lebanon and
Yemen, which are net energy importers with limited fiscal buffers.

These peripheral actions do not directly control Hormuz but compound the crisis: Houthi missile/drone
threats pull shipping into contested corridors, while Hezbollah’s involvement sustains regional tension and
diverts resources. The IMF notes that “all roads lead to higher prices and slower growth,” with fertilizer
trade (one-third via Hormuz) and energy costs hitting food security hardest in vulnerable states.

The Core Disruption: Strait of Hormuz in 2026:

The narrow waterway between Iran and Oman has seen tanker traffic plummet to near-zero levels in key
periods, with daily passages dropping over 80% from pre-conflict averages of ~138 vessels.

Daily Ship Passages Through the Strait of Hormuz

Ships per day

= (thar ghipg = Tankors

(Data sources: EIA 2024 averages and March 2026 reports; post-crisis drop reflects southern field
curtailments.)
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Amplification by Peripheral Conflicts: Yemen’s Houthis and Lebanon’s Hezbollah

Yemen’s Houthis, controlling much of the northwest including Red Sea ports, have entered the conflict with
attacks on Israel and threats to Bab el-Mandeb—another critical chokepoint handling ~10% of global trade
and linking to Suez. This forces rerouting around Africa, compounding Hormuz losses and raising global
freight rates.

Map of key chokepoints (Hormuz + Bab el-Mandeb/Red Sea connection):
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In Lebanon, Hezbollah’s border clashes and retaliation have drawn Israeli strikes, adding infrastructure
damage and displacement while sustaining Iran’s “axis of resistance.” This regional spillover keeps
insurance premiums elevated and deters investment across the Levant.

Collateral Damage on Small Economies: Data and Impacts

Lebanon and Yemen—net energy importers with high poverty baselines—face disproportionate hits via
higher import bills, inflation, and supply chain shocks. Neither produces significant oil; both rely on imports
for ~97% of energy needs (Lebanon historically ~7.4% of GDP on fuel).

UNDP-modeled impacts (short but intense 4-week escalation scenario, 2026 baseline):

« Levant (incl. Lebanon): GDP loss 5.2-8.7% ($17-29 billion regionally); poverty rise concentrated here
(+7.85-12.18%, ~2.8-3.3 million additional poor); unemployment +2—3 pp unskilled.

« Arab LDCs (incl. Yemen): GDP loss 0.1-0.5% but amplified by fragility; poverty +0.3—1.05% (~130k—
560k more poor); remittances and food access at risk.

« Lebanon-specific: 5% capital stock destruction modeled; conservative rebuilding damages estimated at
$12 billion from related crises.

« Broader: Regional inflation from energy/fertilizer spikes (global food prices +15-20% projected);
fishing/environmental damage in Yemen from spills; Lebanon’s food import dependence worsens hunger
(17% already at crisis levels).

These shocks compound pre-existing crises: Yemen’s economy is splintered and aid-dependent (~half of 40
million below poverty line, needing $2.5B annual assistance); Lebanon’s is reeling from prior collapses.

Key Research and Sources

« UNDP Regional Bureau for Arab States SEIA Report (March 2026): Quantifies GDP, poverty, and
unemployment via CGE modeling.

« IMF Assessments (March 2026): Highlights energy as primary channel; food/fertilizer risks for low-
income importers.

« EIA/Lloyd’s List data: Hormuz traffic and energy flows.

« Additional: Blominvest Bank on Arab export/import losses; CFR/World Bank on Red Sea/Yemen
environmental and trade ripple effects.

In summary, while Hormuz is the epicenter, Lebanon and Yemen’s proxy-driven conflicts have turned a
regional energy crisis into a global amplifie—delivering painful collateral blows to the very economies least
equipped to absorb them. Recovery will require de-escalation across all fronts, targeted aid, and diversified
supply chains to shield the vulnerable.
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India’s Energy Security Dilemma: 85% Crude Imports Through Hormuz —
Policy Responses, Alternative Sourcing, and CPEC Implications

Iraq, OPEC’s second-largest producer with 145 billion barrels of proved reserves (9% of global totals), relies
on oil for over 88-90% of government revenues and the vast majority of its export income. Crude oil
production averaged 4.4 million barrels per day (mbpd) in 2024, with seaborne exports at ~3.2 mbpd—
almost entirely from southern Basra terminals through the Persian Gulf and Strait of Hormuz.

The 2026 Iran-related conflict and Hormuz closure dramatically exposed this vulnerability. Southern
production was slashed by ~70% (from ~3.3 mbpd to ~0.9 mbpd in Basra fields), overall output dropped to
~1.4 mbpd, and exports via the Gulf halted as storage filled. Iraq pivoted north, resuming limited flows via
the Kirkuk-Ceyhan pipeline to Turkey’s Mediterranean port (~200-250 kbpd initially, with potential to scale
to 1.6 mbpd).

This crisis underscores the urgent need to balance Hormuz risks with regional trade diversification while
channeling oil revenues into long-term reconstruction.

Iraq Oil Production Trends (2015-2026)
Pre-crisis production had stabilized near 4.3—4.5 mbpd despite OPEC+ cuts. The Hormuz disruption caused
a sharp collapse.

Nanjing ,
Strait of
Hormuz

, .Holkata
Muscat
Mumbai
1)
Colombo
-
L]
Singapore

Map of global oil tanker flows from the Strait of Hormuz (NYT visualization): Dense yellow lines
illustrate heavy traffic from the Persian Gulf toward India (Mumbai, Kolkata) and East Asia,
underscoring the chokepoint’s strategic importance.
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Current Import Profile and Hormuz Exposure
India sources crude from ~40 countries. Key 2024-2025 breakdown (thousand barrels per day and
approximate % share):

« Russia: ~1,754-1,800 (36-43%) — non-Hormuz route (via Arctic/Atlantic or Pacific).
« Iraq: ~1,005 (18-20%) — via Hormuz.

 Saudi Arabia: ~622 (12—-13%) — via Hormuz.

« UAE: ~435 (9-10%) — via Hormuz (some via bypass pipelines).

o US: ~158-170 (3—8%).

o Kuwait, West Africa, Latin America, others: Remainder.

Middle East (Gulf) supplies now ~45% of total (down from ~60% pre-2022), with only ~30-40% of India’s
imports transiting Hormuz.

India Oi1l Import Sources

. Others
Brazil 3%
6% |

USA

Russa
o 43%
Saudi Arabia
12%
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Russian Oil Exports to India by Oil Product, January
2016-July 2025
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Russian Oil Exports to India Surge (2016—July 2025) (CSIS data): Bar chart shows explosive growth post-
2022 Ukraine conflict—from negligible to peaks exceeding 4+ million bpd in some months—driving the
Hormuz bypass.

Strategic petroleum reserves (SPR) provide a buffer: 5.33 million metric tonnes capacity across three sites
(~64% filled as of early 2026, equating to ~5-9 days of cover), supplemented by commercial stocks.

Policy Responses
India’s strategy focuses on resilience through diversification rather than elimination of Gulf dependence:

« Source diversification: Shift to discounted Russian Urals crude (savings of 3—14% on import bill in
recent years) and new suppliers in Africa, Latin America, and the US.

« Route diversification: Utilization of bypass pipelines (e.g., UAE’s Habshan—Fujairah, Saudi Petroline)
and longer sea routes from non-Gulf sources. Government data confirms 70% of shipments now avoid
Hormuz.

« Strategic reserves and stockpiling: Ongoing SPR expansion; emergency measures during recent West
Asia tensions included rerouting and priority allocation to households/industry.

« Domestic and renewable push: Accelerated exploration & production (though output lags demand),
ethanol blending, solar/wind scaling (target 500 GW non-fossil by 2030), and green hydrogen to reduce
long-term import needs.

« Diplomatic and contingency planning: US waivers for Russian oil; increased LNG imports from the US
(2.2 million tonnes pact); rationing of non-essential LPG/kerosene during disruptions.
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Alternative Sourcing Strategies

Russia: Primary success story—price advantage and volume scalability, though longer voyages raise
freight costs.

US, Canada, Latin America (Brazil, Mexico, Venezuela): Stable, high-quality crudes; shorter sanctions
risks.

West/East Africa (Nigeria, Angola): Growing volumes; logistical improvements needed.

Pros: Reduced chokepoint risk, cost savings (discounted barrels), supply security.

Cons: Higher shipping times/costs for non-Gulf sources; refining adjustments for varied crude grades;
geopolitical risks (e.g., sanctions on Russia).

India’s refiners have demonstrated flexibility in processing diverse grades, turning vulnerability into a

competitive edge.

CPEC Implications

The China-Pakistan Economic Corridor (CPEC)—a flagship Belt and Road Initiative project—connects
Gwadar Port (Pakistan) to China’s Xinjiang via roads, railways, and energy pipelines through Pakistan-
occupied Kashmir (PoK/Gilgit-Baltistan). Estimated $62+ billion, with significant energy components (~$33
billion).

Strategic implications for India’s energy security:
« China’s Malacca dilemma solution: CPEC/Gwadar offers Beijing a shorter overland route for Gulf

0il/LNG, bypassing the Strait of Malacca (and indirectly reducing some Hormuz maritime exposure
long-term). This enhances China’s energy security but expands its naval/logistical footprint in the Indian
Ocean Region (IOR).

India’s concerns: Gwadar (~70 km from India’s Chabahar port) is seen as part of China’s “String of
Pearls”—potential dual-use facilities threatening India’s sea lines of communication (SLOCs) for ~85%
of its imported energy. Passage through disputed PoK violates India’s sovereignty claims. Heightened
Sino-Pak military cooperation could complicate India’s Hormuz-dependent imports during crises.
Regional balance: India counters via Chabahar (for Afghanistan/Central Asia access), International
North-South Transport Corridor (INSTC), and enhanced naval presence in the Arabian Sea.

India views CPEC not as an opportunity but a geopolitical challenge that amplifies the need for diversified

sourcing and IOR dominance.
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Conclusion and Forward Path

India has transformed its energy security posture: from near-total Gulf/Hormuz reliance to a resilient, multi-
source model. The 70% non-Hormuz routing milestone demonstrates policy effectiveness. However,
vulnerabilities persist—LPG/refined products remain more exposed, SPR fill rates are moderate, and CPEC-
driven Chinese IOR presence adds strategic complexity.

Recommendations:
» Accelerate SPR to 90+ days cover.
 Fast-track renewables and domestic production.
» Deepen ties with alternative suppliers while maintaining Gulf diplomacy.
» Bolster maritime capabilities and alternate ports (Chabahar) to counter CPEC dynamics.

India’s proactive diversification positions it better than many peers to weather future Hormuz shocks—
turning a classic dilemma into a model of adaptive energy statecraft.

Sources: Compiled from EIA, Ministry of Petroleum & Natural Gas (Gol), Visual Capitalist, CSIS, Reuters,
and official briefings (2024-March 2026 data). All visuals sourced from public domain analyses for
illustrative purposes.
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Pakistan’s Business Resilience: Fuel Shortages, Inflation, Import Costs,
Remittance Disruptions, and the Shadow of Hormuz Instability

Pakistan’s economy, already navigating post-IMF stabilization, is facing its most acute external shock in
years. Over 80% of the country’s oil needs are imported via the Strait of Hormuz, the narrow chokepoint
through which ~20% of global petroleum flows daily. The recent closure/disruption of tanker traffic has
triggered fuel shortages, record price hikes, and ripple effects across inflation, import bills, and business
operations. Yet remittances remain a bright spot, and long-term solar adoption is building quiet resilience.
Below is a data-driven assessment with charts, maps, and research insights.

Fuel Shortages and the Hormuz Crisis
Pakistan relies on Gulf suppliers (mainly Saudi Arabia and UAE) for crude and products. The Hormuz route
is the lifeline; any blockage forces rerouting (e.g., via Red Sea) with skyrocketing insurance and freight
costs.
o Current situation: Fuel stocks reportedly down to 7-26 days in early March 2026; government secured
April imports but warns of prolonged crisis. Long queues at pumps, hoarding warnings issued.
« Price shock: Petrol and diesel jumped ~43% (Rs. 137.40/litre) & ~55% (184.80) in one go in April 2026
— the largest single hike in history. Petrol now ~Rs. 458.40/litre, diesel ~Rs.520.35/litre.
« Government response: 20% cut in government spending and fuel quotas; proposals for weekly price
revisions, WFH mandates, school closures, and even 4-day work weeks to conserve fuel.

Route taken by Pakistan oil tanker
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This BBC-sourced map shows the critical shipping lanes Pakistan tankers must navigate.
Disruptions here directly choke supply.
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Inflation: From Record Lows Back into the Danger Zone
Inflation had fallen dramatically in FY25 (to 0.3% in April 2025 and ~4.7% average July—April), thanks to
stable food/energy prices and tight policy. The fuel shock reversed this.

« March 2026 headline CPI: 7.3% (up from 7% in February) — highest since August 2024. Transport
(+12.5%) and housing/utilities (+11.5%) are the main drivers.
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Historical context (Statista/IMF data): The 2023 peak of ~30% has moderated sharply, but the 2026 rebound
highlights vulnerability to energy shocks.

Pakistan: Inflation rate from 1987 to 2030 (compared to the previous year)
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The 2023 peak of ~30% has moderated sharply, but the 2026 rebound highlights vulnerability to energy
shocks.

Soaring Import Costs and Trade Pressures

Petroleum products make up ~22-27% of Pakistan’s total import bill. July 2025—February 2026 oil imports
already totalled $10.71 billion; analysts warn monthly bills could hit $600 million if the crisis persists.

Pakistan's Oil Imports ($ Billion)
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Higher global crude prices + insurance/freight premia are widening the trade deficit and pressuring the
current account (despite earlier surpluses). Exporters face higher input and logistics costs, eroding
competitiveness.

Remittances: Buffer or Emerging Vulnerability?

Remittances have been Pakistan’s economic lifeline — a record $38.3 billion in FY25 (+27% YoY), with
strong momentum into FY26 (e.g., $3.6 billion in December 2025 alone, first-half FY26 at $19.73 billion).
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Saudi Arabia and UAE dominate (~50%+ of flows). While inflows remain robust, analysts flag risks: Gulf
job losses, currency repatriation issues, or migrant returns could shave $1—4 billion annually if the regional
conflict deepens.

Business Resilience: Adaptation Amid the Storm
o Immediate pain: Transport/logistics costs up sharply — higher food prices, manufacturing slowdowns
(textiles, cement, autos). Petrol-pump owners threatened nationwide shutdowns. Some state firms facing
30% salary cuts.
« Silver linings and adaptation:

o Solar boom: Distributed solar and imported panels have already saved billions in fuel imports;
generation surged from 7.7 TWh (2022) to 36.6 TWh (2025). This buffers power-sector demand
amid LNG/gas issues.

o Diversification: Some firms exploring Red Sea rerouting or alternative suppliers; efficiency drives
and inventory buffering.

o Policy support: Austerity measures and potential IMF flexibility on energy subsidies.

Research (PIDE, World Bank, SBP) underscores structural exposure: energy imports >22% of total,
limited domestic refining, and circular debt in the gas sector. Long-term resilience requires accelerated
renewables, strategic petroleum reserves, and Gulf remittance protection pacts.

Overall Outlook: Short-term growth forecasts (3—4% FY26) are at risk of downward revision by 1-1.5% of
GDP if Hormuz tensions persist. However, record remittances, rebuilt FX reserves (~$16+ billion), and solar
gains provide a buffer that many peers lack. Pakistan’s businesses have shown remarkable adaptability
before; the current test will determine whether this resilience translates into genuine energy security and
diversified growth.

Data sources include SBP, PBS, PIDE, IMF, Reuters, Dawn, Al Jazeera, and Trading Economics (as of
April 2026). Charts generated from official aggregates; maps from public reporting.
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China’s Belt and Road Initiative Under Pressure: Red Sea—Hormuz
Linkages and Overland Pipeline Alternatives

China’s Belt and Road Initiative (BRI), launched in 2013, connects over 140 countries through the overland
Silk Road Economic Belt and the 21st-Century Maritime Silk Road (MSR). It encompasses ports, railways,
pipelines, and energy infrastructure to secure trade routes, energy supplies, and economic influence.
However, in 2025-2026, the initiative faces significant pressures from disruptions in critical maritime
chokepoints: the Red Sea (Bab el-Mandeb Strait) due to Houthi attacks and the Strait of Hormuz amid
escalating Iran-related conflicts. These vulnerabilities expose BRI’s heavy reliance on sea lanes for energy
imports and trade.

This report examines the linkages between these chokepoints, their impact on BRI projects, and China’s
pivot toward overland pipeline alternatives as a strategic hedge.

BRI’s Maritime Dependencies and Chokepoint Vulnerabilities

The MSR component of the BRI invests heavily in ports along the Indian Ocean, Red Sea, and Gulf (e.g.,
Gwadar in Pakistan, Djibouti, and Egyptian Suez-area facilities). These routes handle much of China’s trade
and ~70% of its oil imports, which are overwhelmingly seaborne.

Red Sea Disruptions (Bab el-Mandeb Strait): Houthi attacks since late 2023 have slashed Red Sea/Suez
traffic by up to 70%, forcing rerouting via the Cape of Good Hope. This adds 10+ days and thousands of
nautical miles to Asia-Europe voyages, inflating shipping costs and insurance. China-linked tonnage has
sometimes continued (with reported sparing of Chinese vessels), but overall BRI port investments and MSR
trade flows suffer delays and higher expenses.

Strait of Hormuz Disruptions: This narrow waterway carries ~20 million barrels per day (b/d) of oil
(~20% of global petroleum liquids) and significant LNG. In 20242025, 84% of crude and 83% of LNG
through Hormuz headed to Asia, with China alone receiving 37.7% of oil flows.

Recent 2026 tensions (linked to Iran conflicts) have prompted partial blockades, higher insurance, and Saudi
activation of the Yanbu Red Sea bypass for China-bound tankers.

Linkages: Oil from the Gulf often transits Hormuz then risks Red Sea/Suez en route to China or Europe.

Disruptions compound: a Hormuz closure spikes global prices, while Red Sea issues raise MSR logistics
costs for BRI ports and consumer goods.
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Impact on BRI Projects and China’s Energy Security
BRI energy and transport investments hit records in 2025 (~USD 35.7 billion in non-financial direct
investments in partner countries, with heavy oil/gas focus), yet disruptions threaten returns. Iranian-linked
BRI ports, rails, and energy corridors face heightened instability.

China has responded with stockpiling (enough for ~7 months of Hormuz imports in some estimates),
diversification to Russia (up to ~20% of imports), and selective MSR continuity.

Overland Pipeline Alternatives: BRI’s Strategic Pivot

To reduce chokepoint exposure, China accelerates the overland Silk Road Economic Belt, emphasizing
pipelines from Central Asia, Russia, and Pakistan/Iran corridors.

Operational Pipelines:

Myanmar Oil/Gas Pipelines: Bypass Malacca Strait.

Proposed/Expanding Alternatives:

o China-Pakistan Economic Corridor (CPEC): Includes Gwadar port expansion and proposed oil/gas
pipelines from Gwadar (or Iranian ports) to Xinjiang. Aims to shorten routes dramatically (e.g., 10 days
vs. 45 by sea) and secure energy insulated from naval risks.

« Iran-Pakistan-China Energy Corridors: Long-discussed gas/oil pipelines, though security/terrain
challenges persist. Gulf states explore Hormuz bypasses (e.g., Yanbu/Fujairah pipelines).

These overland routes align with BRI’s land corridors, enhancing resilience but requiring massive

investment in rail, roads, and security.
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Research Insights and Implications

World Bank and MERICS analyses show BRI corridors could cut shipping times and boost trade/GDP, but
debt, geopolitical risks, and chokepoint exposure remain challenges. Recent reports highlight BRI’s
evolution toward “green” and digital elements, yet 2025-2026 disruptions underscore the need for overland
redundancy.

China’s strategy—stockpiling, source diversification, and pipeline acceleration—mitigates short-term risks
while positioning BRI for long-term resilience. However, overland routes bring new challenges: high costs,
security in unstable regions (e.g., Balochistan, Central Asia), and environmental impacts.

In conclusion, Red Sea—Hormuz pressures test the BRI’s maritime backbone but accelerate its overland
evolution. By investing in pipelines and land corridors, China is not retreating from globalization but re-
engineering supply chains for an era of geopolitical uncertainty—potentially strengthening the initiative’s
strategic value. Ongoing monitoring of 2026 conflicts and BRI project outcomes will determine long-term
success.
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Broader East Asia: Regional Trade Blocs and Commodity Hedging
Strategies

Broader East Asia—encompassing ASEAN member states plus China, Japan, South Korea, Australia, and
New Zealand—forms one of the world’s most dynamic economic regions. It accounts for roughly 30% of
global population and GDP, with deep integration through production networks and supply chains. Two
major trade blocs dominate: the Regional Comprehensive Economic Partnership (RCEP) and overlapping
elements of the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP). These
blocs have accelerated intra-regional trade while exposing participants to commodity price volatility in
energy, metals, and agriculture. Firms increasingly rely on sophisticated hedging strategies via regional
exchanges to manage risks.

This report synthesizes current data, research, maps, charts, and strategies as of early 2026.

Key Regional Trade Blocs

RCEP (signed 2020, effective 2022) is the world’s largest free-trade agreement by GDP and population. It
unites 15 economies: the 10 ASEAN members (Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar,
Philippines, Singapore, Thailand, Vietnam) plus Australia, China, Japan, South Korea, and New Zealand.
Together, they represent ~30% of global GDP, ~30% of world population, and ~28% of global merchandise
trade.

RCEP consolidates prior ASEAN+1 FTAs, introduces unified rules of origin (with cumulation), and phases
out tariffs on over 90% of goods over 20 years. It emphasizes “ASEAN centrality” and has already boosted
intra-bloc trade by ~8% between 2022 and 2024.

CPTPP (formerly TPP) sets higher standards (e.g., deeper services/investment liberalization, digital trade
rules). Four ASEAN members (Brunei, Malaysia, Singapore, Vietnam) plus Japan, Australia, and New
Zealand are in both blocs. Recent expansions include the UK; China and others have applied. Overlaps
create opportunities but also complexity (“noodle bowl” effect).

ASEAN remains the core hub, with intra-ASEAN trade at ~22% of total merchandise flows.

o
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Trade Data and Economic Impacts

RCEP and related blocs have driven measurable gains. Intra-RCEP trade now comprises ~37% of members’
exports. ASEAN’s total merchandise trade reached US$3.526 trillion in 2023 (down 8.3% YoY due to global
slowdown but recovering in 2024 H1). China remains ASEAN’s top partner (15.9% of exports, 23.9% of
imports).

CGE models project RCEP could add US$174-209 billion to regional incomes by 2030 and lift millions into
the middle class. It enhances global value chain (GVC) participation, especially in manufacturing.

RCEP's Share of Global Economy
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Major Commodities in Broader East Asia Trade
The region is a net importer of energy and metals but a major exporter of agricultural and mineral
commodities:
« Energy: China is the world’s largest LNG and crude importer; Japan and South Korea are top LNG
buyers. Asia accounts for ~65% of global LNG demand. Australia is a leading LNG exporter.
« Metals: China imports ~1.26 billion tonnes of iron ore annually (record in 2025). Australia supplies
much of it. Copper, nickel, and rare earths are critical.
« Agriculture: Indonesia/Malaysia dominate palm oil; the region imports soybeans, wheat, and rice.

Trade routes rely on strategic chokepoints (Strait of Malacca, Hormuz, etc.), amplifying price and supply
risks.
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AEP U.S. LNG Shipping Routes

(Data: U.S. Energy Information Administration, using calculations from Vortexa, February 2024)
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Commodity Hedging Strategies

Commodity price volatility (driven by geopolitics, weather, and demand swings) makes hedging essential.

East Asian firms—importers (China’s steel/oil majors), exporters (Australian miners), and traders—use

futures, options, swaps, and cross-hedging.

Key Regional Exchanges:

Dalian Commodity Exchange (DCE, China): World’s largest iron ore and agricultural futures
volumes.

Shanghai Futures Exchange (SHFE): Dominant in base metals, crude oil, and gold.

Singapore Exchange (SGX): Asia’s leading hub for iron ore derivatives (record 66.2 million contracts
in

2025), rubber, freight, and energy. Volumes grew 51% in key months.

Common Strategies:

Futures hedging: Chinese steel mills buy iron ore futures on DCE/SGX to lock in prices against spot
volatility.

Options and collars: Protect against extreme moves while retaining upside (e.g., airlines hedging jet
fuel).

Swaps and OTC: Refiners use crude oil swaps for margin stability.

Integrated risk management: Japanese sogo shosha (trading houses) combine physical trade, FX
hedging, and derivatives. Chinese SOEs (e.g., COFCO, Sinopec) apply “futures + insurance” models.
Cross-hedging: For non-listed commodities (e.g., palm oil vs. soybean oil futures).
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Research shows hedging effectiveness is high for grains/metals in Asian markets using GARCH/VAR
models; participation is growing due to policy support (e.g., China’s futures law) and IFRS 9 hedge
accounting.

RCEP’s tariff reductions and unified rules further integrate supply chains, increasing hedging demand as
physical flows grow.

Outlook and Policy Insights

RCEP’s “living agreement” and potential CPTPP convergence could cover two-thirds of global GDP if
deeper integration occurs. Commodity hedging will remain vital amid energy transition, geopolitical
tensions, and climate risks. Policymakers should promote exchange liquidity, cross-border clearing, and
SME access to derivatives.

Research Sources: ERIA RCEP studies, ADB Asian Economic Integration Report 2025, World Bank East
Asia updates, UNCTAD commodity analyses, and exchange data from DCE/SGX/SHFE.

This framework equips businesses and analysts with actionable insights into how trade blocs and hedging
tools together strengthen resilience in Broader East Asia. For customized data modeling or deeper case
studies, additional specifics can be explored.
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Korea and Japan: High-Tech Manufacturing, East Asian Supply Chains,
and Hedging Against Hormuz-Driven Commodity Volatility

South Korea and Japan stand as pillars of East Asia's high-tech manufacturing ecosystem, dominating
semiconductors, electronics, and advanced materials. Their deeply integrated regional supply chains—
spanning upstream materials (Japan), fabrication (Korea), and assembly—create resilience. Yet both nations
face acute vulnerability to commodity volatility from the Strait of Hormuz, through which ~20% of global
seaborne oil and ~20% of LNG flows, with 80-85% destined for Asia.

In the 2026 context of Hormuz disruptions from the Iran conflict, both countries have activated strategic
reserves, pursued bilateral energy swaps (e.g., KOGAS-JERA LNG cargo exchanges), and leveraged
nuclear/renewables transitions. Their high value-added tech sectors provide pricing power and innovation
buffers, while East Asian integration (via RCEP and Chip 4 alliances) enables supply-chain hedging. This
report examines these dynamics with data, charts, maps, and research.

High-Tech Manufacturing in Korea and Japan

Both economies derive outsized GDP and export shares from high-tech sectors. Semiconductors alone drive
much of this: Korea's Samsung and SK Hynix command ~73% of global DRAM and ~51% of NAND
markets, with 2025-2026 exports surging 151%+ year-on-year amid Al demand (record $32.83B in March
2026). Japan excels upstream in materials (e.g., Shin-Etsu silicon wafers) and equipment, supporting global
fabs while maintaining strength in autos and electronics.

High-tech exports remain robust based on 2022-2025 World Bank/related data; Korea and Japan rank among
top global players alongside China and the US

High Tech Exports by Country
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Korea’s semiconductors comprise ~20% of total exports; Japan’s upstream role sustains its manufacturing
edge. Both sectors are energy-intensive, making commodity shocks a direct threat to fab operations and
petrochemical inputs for chips/autos.

Integrated East Asian Supply Chains

East Asia’s semiconductor value chain exemplifies vertical integration and mutual dependence:
« Japan: Upstream leader in photoresists, silicon wafers, and specialty chemicals/equipment.
« Korea: World-class memory fabrication (DRAM/NAND).
« Taiwan/China/SE Asia: Logic chips, assembly, and testing.

This structure—bolstered by RCEP tariff reductions—creates complementarity rather than pure competition,
with intra-regional trade flows enabling rapid adaptation.

Semiconductor sales shares highlight the concentration (approximate 2021-2025 data; Korea’s memory
dominance persists):

Semiconductor sales (Approx
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Maps of Southeast/East Asian semiconductor footprints underscore diversification into ASEAN for
resilience, with major investments by Japanese, Korean, and Taiwanese firms:

Trade balance and foreign investments in semiconductors in Southeast Asia (2024)
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These chains buffer global shocks by allowing rerouting of materials/parts within Asia, reducing exposure to
distant disruptions.
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Hormuz-Driven Commodity Volatility: Exposure and Risks
The Strait of Hormuz is a critical chokepoint:
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(Maps show 0il/LNG tanker flows from Persian Gulf to East Asia, highlighting Asia’s 80-85% share of
Hormuz traffic.)

Dependency data (2025-2026 estimates):
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Disruptions spike o0il/LNG prices, inflate petrochemical feedstocks for chips, and raise energy costs for fabs
(which consume massive electricity/gas). 2026 events have already triggered force majeures, refinery run
cuts, and manufacturing slowdowns in Korea/Japan.

Hedging Strategies: Reserves, Cooperation, and Structural Resilience
Korea and Japan mitigate risks through layered approaches:

1.Strategic Petroleum Reserves: Japan holds ~254-260 days; Korea ~210+ days. Both have released
record volumes in 2026.

2.Bilateral and Regional Energy Hedging: KOGAS-JERA MOU enables LNG cargo swaps and
optimization; trilateral (Japan-Korea-US) coordination on security.

3.Fuel Switching and Diversification: Maximizing nuclear restarts, coal backups, and non-ME sourcing
(US, Australia, Brazil for Korea).

4.Supply Chain and Tech Innovation: High-tech margins absorb short-term costs; RCEP/Chip 4 fosters
“friend-shoring” and dual-sourcing. Energy efficiency in fabs and renewables push (solar, hydrogen)
reduce long-term commodity dependence.

5.Financial/Operational Buffers: Inventories of critical inputs (3-6 months for semis) and value-added
pricing power.

Research from CSIS, USITC, and recent analyses (e.g., DBS on GDP/CPI elasticities) confirms that while a
10% oil price spike adds 0.2-0.5pp to CPI and subtracts 0.1-0.4pp from GDP, integrated chains and reserves
limit prolonged damage.

Conclusion and Outlook

Korea and Japan’s high-tech manufacturing prowess and East Asian supply chain integration provide
powerful hedges against Hormuz volatility. Short-term measures (reserves, swaps) have stabilized 2026
disruptions, while structural strengths—innovation, regional complementarity, and diversification—position
them for resilience. As geopolitical risks persist, further investment in nuclear/renewables and allied supply
chains (e.g., Chip 4) will be key. These dynamics underscore East Asia’s strategic autonomy in a volatile
commodity landscape.

Data Sources & Further Reading: World Bank high-tech exports; EIA/Visual Capitalist on Hormuz flows;

CSIS semiconductor mapping; Reuters/Korea JoongAng Daily on 2026 events; USITC on Japan-Korea
supply chains. All charts/maps derived from or inspired by public sources cited inline.
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SECTION 6
WESTERN, EUROPEAN,

AND EURASIAN RIPPLE
EFFECTS
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Europe’s Energy Transition Accelerated: Post-Hormuz Lessons on
Diversifying Away from Middle Eastern Oil

The February—March 2026 conflict in the Persian Gulf—triggered by U.S.-Israeli strikes on Iran and
Tehran’s retaliatory actions—brought the world’s most critical energy chokepoint to a near standstill. The
Strait of Hormuz, through which roughly one-fifth of global oil and LNG trade normally flows, was
effectively closed for weeks.

Oil prices surged more than 50% (Brent briefly exceeding $100—120/bbl), European gas prices spiked 50—
70%, and the EU faced an estimated extra €13 billion in fossil fuel import costs. While Europe’s direct
reliance on Middle Eastern crude was modest (Saudi Arabia ~7%, Iraq ~5—6% in 2024-2025 data), the
global price shock and disruptions to refined products (diesel, jet fuel) exposed lingering vulnerabilities.

This “Hormuz Shock™ echoed the 2022 Russia-Ukraine energy crisis but delivered a sharper lesson: even
diversified fossil-fuel suppliers leave economies exposed to geopolitics. The response has been decisive—
Europe is accelerating its shift away from oil imports altogether, supercharging the clean-energy transition

that began under REPowerEU.

The Hormuz Chokepoint: A Map of Global Vulnerability

AFGHANISTAN

IRAQ
IRAN
KUWAIT
PAKISTAN

Strait of
Hormuz

BAHRAIN

QATAR
SAUDI ARABIA

OMAN

Page 77



The map illustrates the Strait of Hormuz’s narrow passage between the Persian Gulf and the Gulf of Oman.
In normal times, ~21 million barrels per day of oil and significant LNG volumes transit here—mostly from
Saudi Arabia, Iraq, UAE, Kuwait, and Qatar—primarily destined for Asia but with knock-on effects
worldwide.

Europe’s Oil Import Profile: Already Diversified, Yet Still Exposed
By 2024-2025, Europe had dramatically reduced dependence on any single supplier following the Russian
phase-out. Key 2025 shares
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Natural Gas in Gaseous State
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Eurostat data shows the United States, Norway, and Kazakhstan as the top three suppliers, with Middle
Eastern crude (Saudi Arabia + Iraq) together accounting for roughly 12—13% or less in recent quarters—far
below Russia’s pre-2022 dominance.

Custom visualization of approximate Q3 2025 shares:

EU Petroleum Oil Import Share by Partner (%)
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Despite this progress, the Hormuz crisis proved that global market interdependence transmits shocks
instantly. Refined-product imports from the Middle East and Asia, plus price contagion, still hit European
industries and households hard.

Accelerating the Renewables Surge: Data and Trends
The crisis has reinforced the only durable solution: reduce overall oil demand through efficiency,
electrification, and domestic clean energy. EU renewable energy’s share of gross final energy consumption

has climbed steadily:

EU Renewable Energy Share in Gross Final Energy Consumption
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2010: ~12.8%

2020: 22.1%

2024: 25.4% (up nearly 1 percentage point year-on-year)

2030 target (revised Renewable Energy Directive): 42.5% (aspirational 45%)

In electricity specifically, wind and solar reached a record ~30% of EU generation in 2025—surpassing
fossil fuels (29%) for the first time—pushing total renewables in power to ~47%.

Post-Hormuz, deployment is accelerating further: faster permitting for wind/solar, boosted heat-pump and
EV incentives, and grid modernization under the revised REPowerEU Roadmap (2025). Oil import volumes
were already down ~6—8% in 2025; the crisis is expected to deepen demand reduction and renewable uptake.
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Policy and Research Backing the Acceleration
« REPowerEU evolution: Originally launched in 2022 to end Russian fossil-fuel dependence, the plan
has now been extended with national diversification roadmaps (due March 2026) explicitly addressing
broader geopolitical risks, including Middle East chokepoints.

« IEA and Eurostat analyses confirm that strategic reserves (used heavily in March 2026) buy time, but
only structural demand reduction and renewables deliver lasting security.

« Independent research (e.g., Ember, IEEFA) shows the Hormuz event is catalyzing exactly the
investments needed: renewables, storage, electrification, and efficiency—measures that simultaneously
cut emissions, lower long-term costs, and enhance resilience.

Key Lessons for the Future
1. Fossil-fuel diversification has limits—geopolitical chokepoints anywhere affect everyone via prices.
2.Renewables + efficiency are the ultimate hedge: They are domestic, price-stable, and immune to distant
conflicts.
3.Post-Hormuz momentum: Expect accelerated auctions for offshore wind, solar rooftops, EV
infrastructure, and hydrogen. Early 2026 data already show surging green-tech installations across
Germany, the UK, France, and Italy.

Europe entered 2026 with a more resilient energy system than in 2022. The Hormuz crisis has not derailed
the transition—it has turbocharged it. By 2030, the bloc is now on a clearer path to meet (and potentially
exceed) its renewable targets, slashing oil import dependence and securing affordable, sovereign energy for
decades to come.

Sources include Eurostat (2024-2025 import and renewables data), IEA, Visual Capitalist, and
contemporaneous reporting on the 2026 Hormuz disruptions. Charts generated from official statistics.
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United States: Shale Boom, Strategic Reserves, Sanctions Enforcement, and
Corporate Risk Management in a Hormuz-War Scenario

A major conflict closing or severely disrupting the Strait of Hormuz—through which ~20 million barrels per
day (mbpd) of crude oil and products flow, representing about 20% of global oil supply and a similar share
of seaborne LNG—would trigger the largest oil supply shock in history. This could spike Brent crude to
$100+/bbl, with asymmetric impacts: Asia (70-80% of flows) hit hardest, while the US leverages energy
independence from the shale boom, draws on the Strategic Petroleum Reserve (SPR), strategically enforces
or relaxes sanctions, and benefits from corporate hedging and diversification.

The US emerges relatively resilient compared to import-dependent allies, though higher prices, inflation, and
volatility would still pressure the economy. This report analyzes these four pillars with data, charts, maps,
and research as of early 2026.

The Hormuz-War Scenario: Global Supply Shock

The Strait of Hormuz is the world's most critical oil chokepoint. In a war scenario (e.g., Iranian mining,
attacks on tankers, or insurance withdrawal), flows drop dramatically—from ~100 vessels/day to a trickle—
disrupting ~16-21 mbpd of crude/products. Alternative pipelines (Saudi Petroline ~2.5-3.4 mbpd; UAE
Habshan-Fujairah ~1.5 mbpd) and floating storage offer partial relief, but a prolonged closure
(weeks/months) creates a 3-7 mbpd net shortfall even after IEA-coordinated SPR releases (~400 million
barrels globally).

Map of the Chokepoint

macillma sl s cdl s el sl s el s sl TS e

Page 82



T

Research (Dallas Fed, IEA, Oxford Economics) models a full closure removing ~20% global supply: WTI
could hit ~$98/bbl short-term, with global GDP growth shaved by ~2.9 percentage points annualized in the
first quarter of disruption. Demand destruction, refinery run cuts, and non-OPEC spare capacity (~0.2-0.3
mbpd upside) would eventually balance the market, but at high cost.

US Shale Boom: Energy Independence as a Strategic Buffer

The US shale revolution (2008 onward) transformed America from net importer to net exporter (since 2017).
Total US crude production averaged ~13.5-13.6 mbpd in 2025, with shale/tight oil comprising the majority
(~9.7-10 mbpd peak projected ~2027 before modest decline). Permian Basin dominates growth.

In a Hormuz scenario, shale provides rapid response: rigs can ramp up in months (unlike conventional
fields), offsetting some global shortfall domestically and for exports. US net imports are minimal (~8 mbpd
gross imports but balanced by exports), shielding consumers from direct supply loss while higher prices
boost producer revenues and drilling.
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Breakdown by region: Shale states (Texas, New Mexico, North Dakota) drove the boom (EIA). (Chart
on Next Page)
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kb/d US conventional and shale oil production
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EIA forecasts show production holding near 2025 records into 2026 before slight 2027 dip, but war-driven
prices would incentivize faster drilling and well productivity gains.

Strategic Petroleum Reserves: Emergency Buffer and Market Stabilizer

The US SPR (authorized capacity 714 million barrels, Gulf Coast salt caverns) holds the world's largest
emergency stockpile. As of March 2026: ~415 million barrels (~58% full), equivalent to ~60-90 days of
imports at current rates but with max drawdown ~4.4 mbpd.

In the current 2026 Hormuz disruption, the US (with IEA partners) has released/authorized ~172 million
barrels, potentially dropping inventory to ~243 million barrels (lowest since 1980s). This buys time for
rerouting, shale response, and demand destruction. Historical use (e.g., 2022 Russia-Ukraine releases) shows
SPR can dampen volatility by 30-40 cents/gallon at the pump.

SPR Remained High Regardless of Oil Prices
== Price of WTI Crude (per bbl) === Oil in SPR (Thousand Barrels)
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SPR levels vs. WTI price; inventory stayed high regardless of prices historically (Cato Institute analysis).
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U.S. Strategic Petroleum Reserve inventories declineto 1983 levels
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SPR decline to near-1983 levels by 2023 (updated trajectory similar in 2026; Dallas Fed).

Policy note: Refilling to capacity remains a priority, but congressional mandates and prices complicate it. In
war, SPR acts as a "shock absorber" alongside shale.

Sanctions Enforcement: Tool for Pressure and Supply Management

US sanctions on Iran, Venezuela, and Russia have historically removed millions of barrels from global
markets (e.g., Iranian exports cut ~80% at peaks). Enforcement via OFAC targets shadow fleets, vessels, and
banks—reducing sanctioned producers' revenues while routing flows (often to China) at discounts.

In a Hormuz-war scenario, sanctions become dual-use:
« Enforcement pressures adversaries (e.g., blocking Iranian "dark fleet" exports).
« Temporary relief (as seen in 2026: eased Venezuelan/Russian oil rules) boosts non-Gulf supply to offset
disruption.

Effectiveness is mixed due to evasion, but US unilateral pressure (plus secondary sanctions) shapes global
flows. Research (CRS, Atlantic Council) shows sanctions reduced Iranian/Venezuelan output by 1.7+ mbpd
at times without fully crashing prices due to market adaptation.

Corporate Risk Management: Hedging, Insurance, and Diversification
Oil majors and traders manage Hormuz-style risks through:
« Futures hedging and options to lock prices.
« War-risk insurance (though premiums spike or coverage withdraws during closure, prompting sovereign
backstops).
« Supply diversification (US shale, non-OPEC sources) and route alternatives.
 Inventory builds and floating storage.
 Scenario planning for force majeure and sanctions compliance.
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In disruption, firms with US shale exposure gain; Asian refiners suffer most. Research highlights insurance
as a "weaponized" commercial tool—its withdrawal can halt trade faster than physical blockade. Companies
stress-test via multi-jurisdictional compliance and geographic diversification.

Conclusion and Implications

The US shale boom provides structural resilience, SPR a tactical buffer, sanctions a geopolitical lever, and
corporate strategies a market-adaptive layer. A Hormuz war would still elevate US prices/inflation
(potentially +1.3 pp headline), but far less than for Europe/Asia. Long-term: accelerated energy transition,
higher shale investment, and possible SPR policy recalibration. Data underscores America's energy
dominance in crisis—turning vulnerability into strategic advantage. Research from EIA, IEA, Dallas Fed,
and CRS supports this positioning.
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Turkey: Strategic Neutrality and Business Opportunities as an Alternative
Energy and Trade Corridor

The Strait of Hormuz remains one of the world's most critical maritime chokepoints. In early 2026,
escalating conflict involving US and Israeli actions against Iran led to a de facto closure or severe disruption,
with traffic plunging by up to 86% in early March and over 250 tankers anchored, diverted, or waiting.

Daily flows historically averaged 20-21 million barrels per day (b/d) of oil and petroleum products (about
20% of global petroleum liquids consumption and ~27% of seaborne oil trade) plus ~11 billion cubic feet per
day (Bcf/d) of LNG (~20% of global LNG trade, mostly from Qatar). Roughly 70-89% of these flows head
to Asia (China, India, Japan, South Korea).

Historical oil flows through Hormuz (2014-2024, million b/d):
Peaked around 21.4 in 2022-2023 before OPEC+ cuts and disruptions.

25

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

This crisis has spiked oil prices (Brent futures showing sharp volatility and upward pressure into 2026) and
exposed vulnerabilities in global supply chains for energy, petrochemicals, fertilizers, and more.
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Turkey's Strategic Neutrality: A Position of Strength

Turkey has maintained "active neutrality" or a principled, peace-centric stance amid the crisis. President
Erdogan has emphasized non-involvement, mediation potential, and protection of national interests—
avoiding provocation while leveraging geography.

Key advantages:

« Energy diversification: Turkey imports no LNG from Gulf states (Qatar/UAE/Oman). Pipeline gas
comes from Russia, Azerbaijan, and Iran (the latter ~13% but compensable via storage/LNG/other
pipelines). Oil dependence on the region (e.g., Saudi Arabia, Iraq) is low (~10-15% overall).

» No direct exposure: Unlike Europe/Asia reliant on Hormuz seaborne routes, Turkey's infrastructure
focuses on overland pipelines and the Mediterranean port of Ceyhan.

« Diplomatic leverage: As a bridge between Europe, the Caspian, Middle East, and Central Asia, Turkey
positions itself as a stabilizer rather than a combatant.

This neutrality enhances Turkey's reliability as a transit partner during turmoil.
Turkey as an Alternative Energy Corridor: Pipelines and Infrastructure

Turkey's existing network—bolstered by the Southern Gas Corridor and Mediterranean outlets—offers
partial but strategic bypasses, especially for Caspian, Iraqi, and Central Asian resources. The crisis has
accelerated interest in routes via Turkey.

Key assets:

« Baku-Tbilisi-Ceyhan (BTC) oil pipeline: 1.2 million b/d capacity from Azerbaijan (and Kazakhstan) to
Ceyhan Mediterranean terminal.

« Irag-Turkey (Kirkuk-Ceyhan) pipeline: Up to 1.5-1.6 million b/d potential. Revived in March 2026
amid the crisis; initial restarts at 200-250k b/d from Kirkuk fields, bypassing southern Gulf ports.

o TANAP (Trans-Anatolian): Major gas link from Azerbaijan to Europe via Turkey.

o TurkStream: Russian gas to Turkey and onward.

« Ceyhan as hub: Mediterranean export point reducing reliance on Hormuz/Bab al-Mandeb.

Turkey's natural gas infrastructure map (showing major pipelines like BTC, TANAP, TurkStream, Iraq-
Turkey links):
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Broader Turkey energy transit map (oil/gas pipelines to Europe/Caspian):

Broader Turkey energy transit map (oil/gas pipelines to Europe/Caspian):
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These capacities (combined ~2—3 million b/d oil equivalent in key lines) cannot fully replace Hormuz's ~20
million b/d but provide critical redundancy for non-Gulf volumes and serve as a "pressure relief valve" for

Europe and select Asian reroutes.
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Trade Corridor Opportunities: The Middle Corridor

Beyond energy, Turkey anchors the Middle Corridor (Trans-Caspian International Transport Route), linking
China/Central Asia to Europe via the Caspian, Caucasus, and Turkey—bypassing Russia/Ukraine routes and
vulnerable southern maritime paths.

Middle Corridor maps (showing rail/sea links from China through Turkey to Europe):
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Business Opportunities for Investors and Partners
The Hormuz disruptions create immediate and structural opportunities:
« Pipeline expansions & upgrades: Irag-Turkey line revival; potential new links (e.g., Iraq gas, expanded
TANAP). Transit fees and construction contracts.
« Ceyhan and port/logistics hubs: Increased crude/LNG handling, storage, and petrochemical
investments. Turkey as Mediterranean energy trading hub.
« Middle Corridor infrastructure: Rail, roads, ports (Mersin, Izmir), and digital logistics—positioning
Turkey in East-West trade diversification.
« Energy trading & renewables: Hub for spot trading, LNG terminals, and green energy (Turkey's
diversification includes domestic production/storage).
« Revenue & FDI potential: Pre-crisis transit earnings (e.g., $200-300M/year from Iraq pipeline alone)
could surge. Broader investments in supply chain resilience amid global shifts.

Risks (e.g., higher domestic energy costs from price spikes) are mitigated by diversification, but
opportunities outweigh them for long-term players.

Page 91



Conclusion: Turkey's Moment as a Reliable Alternative

In a world rattled by the 2026 Hormuz Crisis, Turkey's geographic centrality, neutral diplomacy, and mature
infrastructure make it a compelling alternative corridor. While no single route fully substitutes Hormuz,
Turkey's pipelines, ports, and Middle Corridor role offer diversified, secure pathways—benefiting Europe,
Caspian producers, and Asia-bound trade.

For businesses: This is a strategic inflection point for investments in energy transit, logistics, and
infrastructure. Turkey is not just a bystander—it is emerging as a winner through stability, connectivity, and
foresight. Policymakers and investors should engage now to secure positions in this evolving Eurasian
energy and trade architecture.
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Russia: Energy Export Leverage, Sanctions Evasion, Alternative Supply
Routes, and Market Opportunities Amid the Hormuz Crisis

The Strait of Hormuz remains one of the world's most critical energy chokepoints. In early 2026, the
escalation of the US-Israel-Iran conflict led to severe disruption (near-closure) of the strait, halting or
severely restricting ~20 million barrels per day (bpd) of crude oil and petroleum products — roughly 20% of
global seaborne oil trade and significant LNG volumes (primarily from Qatar to Asia).

Key impacts (as of March 2026):
« Oil prices surged dramatically: Brent crude rose from ~$72/bbl pre-crisis (late February) to peaks above
$112—-119/bbl, with record monthly gains.
 Asia (China, India, Japan, South Korea) was hardest hit, as 70-80% of strait flows were destined for the
region.
o Temporary US waivers on Russian (and Iranian) oil sales helped stabilize markets but underscored
Russia's newfound leverage.

Russia has emerged as one of the clearest short-term winners, with higher benchmark prices, narrowed Urals
discounts, and surging demand from Asian buyers desperate for non-Middle Eastern supplies.

Russia's Energy Export Leverage

Russia is the world's second-largest oil exporter (~4.8 million bpd crude in 2025, largely stable year-over-
year). Pre-crisis, ~80% of its oil exports already flowed to China and India following the post-2022 pivot
away from Europe.

February 2026 export breakdown (crude oil):
« China: 48%

India: 37%

Turkey: 6%

EU: 6%

Others: ~3%

Higher global prices (driven by Hormuz disruption) have delivered a major revenue windfall. Analysts
estimate $3—5 billion extra monthly oil revenue initially, with potential $40 billion annual boost if prices stay
elevated. Urals crude (Russia’s benchmark) saw discounts narrow sharply or even turn to premiums in Asian
markets
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Sanctions Evasion: The Shadow Fleet
Western sanctions (price caps, vessel bans) since 2022 forced Russia to develop a massive “shadow fleet”
(estimated 600-3,000+ tankers, many old, re-flagged, AIS-dark, or using ship-to-ship transfers). This fleet
has enabled continued exports despite restrictions.
« Tactics include: false flags, opaque ownership, alternative insurance (often Russian/Asian),
cryptocurrency payments, and Starlink for navigation.
« Enforcement continues (EU/UK/Canada seizures of dozens of vessels in early 2026), but the fleet
persists and has even grown.
« The Hormuz crisis prompted temporary US general licenses authorizing sales of already-loaded Russian
oil (e.g., to India through April 2026), effectively easing pressure amid global shortages.

The shadow fleet has proven resilient, allowing Russia to maintain export volumes even as traditional
Western insurers and shippers withdrew.

Alternative Supply Routes: Accelerating the Pivot to Asia
Russia has invested heavily in non-Western routes to bypass chokepoints and sanctions:
« Northern Sea Route (NSR) / Arctic Corridor: Shorter route to Asia (saves 1015 days vs. Suez). 2025
cargo volume reached ~37 million tons (hydrocarbons dominant: ~83%, including LNG and crude).
Russia targets 80+ million tons by the mid-2030s, with strong Chinese/Indian interest.
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Arctic Shipping Routes
= North-West Passage (NWP)
“==  Northern Sea Route (N5SR)
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Pipelines: ESPO (Eastern Siberia—Pacific Ocean) oil pipeline feeds Asian markets directly. Power of Siberia
1 (and planned 2) delivers gas to China. These land routes avoid maritime risks entirely.
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Eurasian energy infrastructure map showing key pipelines and Black Sea/Caspian routes supporting
Russia’s export reorientation.

Arctic LNG projects (Yamal LNG, Arctic LNG-2) have routed cargoes to China via NSR despite sanctions,
with all 2026 early deliveries going to Asia.

The Hormuz crisis has accelerated Asian buyers’ willingness to invest in these routes for supply security.
4. Market Opportunities and Data Insights

Short-term gains:
« Surging demand from China and India for Russian crude/LNG as Gulf supplies dry up.
« Higher prices + narrowed discounts = fiscal windfall for Moscow’s budget.
« Temporary sanctions relief creates breathing room.

Longer-term strategic wins:
« Deepens “pivot to Asia” and Eurasian energy partnerships (China, India).
« Justifies further Arctic/NSR investment.
« Positions Russia as a more reliable supplier versus volatile Middle East routes.
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Oil Price Surge Amid Hormuz Crisis
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Eurasian energy infrastructure map showing key pipelines and Black Sea/Caspian routes supporting
Russia’s export reorientation.
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Northern Sea Route cargo volumes (million tons): Steady growth in hydrocarbon exports despite
sanctions.
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Risks: Prolonged crisis could invite new sanctions or environmental/maritime incidents. If Hormuz reopens
quickly, the windfall may be temporary. Long-term, over-reliance on China/India creates new dependencies.

Conclusion

The 2026 Hormuz Crisis has handed Russia a significant — if opportunistic — energy windfall. Through a
combination of pre-existing Asian market dominance, a resilient shadow fleet for sanctions evasion,
diversified Arctic/pipeline routes, and elevated global prices, Moscow has converted geopolitical turmoil
into export leverage and revenue. This episode underscores Russia’s strategic adaptability in the global
energy landscape, though sustained gains depend on crisis duration and future Western policy responses.

Primary sources: CREA monthly Russian fossil fuel export reports, EIA/IEA, Carnegie Endowment,
Reuters, Bloomberg, Atlantic Council, and maritime tracking data (2025—March 2026).
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Aviation and Logistics Chaos: Red Sea and Gulf Airspace Closures — Impact
on Global Trade and Supply Chains

The convergence of two major geopolitical disruptions in early 2026 has created unprecedented chaos in
global aviation and maritime logistics. The ongoing Red Sea shipping crisis—stemming from Houthi attacks
since late 2023—has forced massive rerouting of vessels around the Cape of Good Hope. This has been
compounded by the February 2026 U.S.-Israel strikes on Iran, triggering widespread Gulf airspace closures
across Iran, Iraq, Syria, Israel, and key Gulf states (UAE, Qatar, Bahrain, Saudi Arabia).

These events have disrupted critical chokepoints: the Suez Canal/Red Sea (12-15% of global trade, 20-30%
of container shipping) and the Strait of Hormuz (20% of global oil, 20% of LNG). Aviation corridors linking
Asia and Europe via Gulf hubs like Dubai, Doha, and Abu Dhabi have been severed. The result:
skyrocketing freight and fuel costs, delayed shipments, stranded passengers, and ripple effects across global
supply chains.

Red Sea Maritime Disruptions: The Persistent Shipping Crisis

Houthi attacks led to a sharp decline in Suez Canal traffic. Container ship transits dropped dramatically (up
to 90% in peak disruption periods), with most vessels diverting around Africa. Even with partial recoveries
in late 2025-early 2026, threats persisted, keeping volumes suppressed. By early 2026, Suez tonnage
remained significantly below pre-crisis levels, while Cape of Good Hope traffic surged over 50%.

Key Impacts:
« Transit times extended by 10-14 days (or up to 4 weeks on some routes).
« Freight rates surged (e.g., Asia-Europe spot rates up 80%+ at peaks; Shanghai-Rotterdam increases
noted).
« Higher fuel consumption and insurance premiums.
« Capacity reduction equivalent to ~9-20% globally for container shipping.

Here is a map illustrating the disrupted Red Sea/Suez route versus the longer Cape of Good Hope detour,
highlighting increased distances (+30% miles) and costs:

Around Cape ==
of Geod Hope

LONGER DISTANCE HIGHER COSTS

t+30% (Ve

" Mi 2 ot
More Miles Increased Transit Time Rising Freight Rates 1 Shipping Experses
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uez Canal cargo volumes plummeted post-2023 (example chart showing pre- and post-crisis payload in
million metric tons):
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Freight rate spikes (e.g., Asia-Europe container rates via Freightos Baltic Index and related indices):

Freightos Baltic Index - Ocean Container Rates

-¥3%%

Gulf Airspace Closures: Aviation Grounded and Rerouted
The Iran conflict escalated in late February 2026, leading to full or severe airspace closures in Iran, Iraq, and
multiple Gulf states. Over 8,100 flights were canceled in the first month across major hubs (Dubai, Abu
Dhabi, Doha, etc.). Asia-Europe routes—the world’s busiest long-haul corridors—faced detours via northern
(Central Asia) or southern routes, adding 1-3+ hours per flight
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Key Impacts:
» Thousands of passengers stranded; rebooking delays of 24-72 hours.

« Jet fuel prices surged dramatically (e.g., from ~$85-90 to $150-200+/barrel; Asia/Europe prices up 78-

102%).

 Higher operating costs ($6,000-$10,000+ per extra flight hour due to fuel burn and crew).

» Airlines raised fares 15-20% on affected routes; some cut services.

Visual of Gulf airspace closures (March 2026) and disrupted flight traffic:
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Alternative rerouting map (northern/southern detours):
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Alternative rerouting map (northern/southern detours):

Asia jet fuel price rising faster than oil price

Jet fuel costs more than oil because of the refining margin, but the difference between the two
prices has become extreme since the U.S. and Israel launched attacks on Iran

— Singapore Jet Kerosene — Brent oil

_._._____-—-—-——_‘-.--'.-'-
Ht"“!"!i!’l{l :TlHI'(_Jir‘: ’/_/\/\
— =

Page 1 04:



Jet fuel prices in Asia and Europe have soared since start of Iran air war

— Singapore price in $/barrel — Northern European price $/metric ton

102%

Broader Impact on Global Trade and Supply Chains

« Oil and Energy: Strait of Hormuz risks (effectively disrupted or high-threat) affected ~20% of global
oil and LNG flows, driving up energy prices and contributing to jet fuel spikes.

« Supply Chain Ripple Effects: Industries like automotive, electronics, e-commerce, and retail faced
delays, inventory shortages, and cost pass-throughs. Air freight demand surged as a partial sea
alternative but at much higher prices. Global maritime trade growth stalled (projected ~0.5% in 2025,
with 2026 uncertainty). Ton-miles increased due to longer routes.

« Regional Winners/Losers: Some ports (e.g., in Spain or alternatives) gained transshipment; others
(e.g., certain Middle East hubs) lost volume. India and Asia-Europe corridors were particularly
vulnerable.

« Economic Toll: Billions in extra costs, inflation risks, and potential capacity imbalances if Red Sea
traffic fully resumes.

Overall Data Snapshot (2024-2026):
» Suez/Red Sea traffic: Down 57-70%+ y/y in key periods.
« Freight costs: Peaks of +122% on some indices.
« Aviation: 1,500+ daily flights disrupted in peak weeks; fuel costs up 85%+ in some metrics.
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hese dual crises underscore the fragility of just-in-time global supply chains. While some stabilization
occurred by April 2026 (partial Red Sea returns, limited airspace reopenings), full recovery depends on de-
escalation in the Middle East. Businesses are diversifying routes, increasing inventory buffers, and exploring
nearshoring—changes likely to reshape trade patterns long-term.

Sources drawn from industry reports (BIMCO, UNCTAD, Freightos, aviation analytics) and real-time
tracking as of early 2026. Situations remain fluid.
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Manufacturing and Raw Materials: Aluminum, Semiconductors, Textiles,
and Wartime Supply Chain Fragmentation

Global Primary Aluminum Production
Share by Region 2025

Others
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China
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Global manufacturing relies heavily on a handful of critical raw materials and highly concentrated
production hubs. Aluminum, semiconductors, and textiles represent foundational sectors for everything from
transportation and electronics to consumer goods. However, ongoing geopolitical tensions—most notably
Russia's invasion of Ukraine (2022—ongoing) and escalating Middle East conflicts including the 2026 Iran-
related disruptions—have accelerated supply chain fragmentation. This has driven regionalization ("friend-
shoring"), higher costs, price volatility, and efforts to diversify away from single-point vulnerabilities.

Below is a breakdown with key data, charts, maps, and research insights (primarily 2024-2025 figures from
the International Aluminium Institute, USGS, SIA, and industry reports).

Aluminum: Bauxite to Smelting and Geopolitical Vulnerabilities
Aluminum is essential for transport, construction, renewables, packaging, and defense. Production is energy-
intensive (primarily via the Hall-Héroult process from alumina refined from bauxite).

Raw Material (Bauxite) Concentration:
« Major reserves and production are highly concentrated in a few countries.
« Top producers (approx. 2024): Australia (~98—100M tonnes), Guinea (~97-130M tonnes, largest
reserves at ~7.4B tonnes), China (~93M tonnes), Brazil (~31-32M tonnes), India (~23M tonnes). These
five account for ~87% of global output.
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2024 Bauxite Reserves by Country
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Primary Aluminum Production (2025 preliminary, ~73.78 million metric tonnes total):
o China dominates at ~44.2M tonnes (~60% share).

Russia & Eastern Europe: ~7.06M tonnes (~9.6%).

Persian Gulf (UAE, etc.): ~6.16M tonnes (~8.3%).

Asia (excl. China): ~4.86M tonnes.

North America: ~3.94M tonnes.

Others make up the rest.
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Primary Aluminum Production by Major Region
2025
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Wartime Impacts and Fragmentation:

» Russia-Ukraine War: Russia (major producer) faced alumina import disruptions (Ukraine was a key
supplier) and Western sanctions. Russian metal pivoted to Asia/China; EU phased out imports. This, plus
European energy price spikes, led to smelter curtailments and global price volatility.

« 2026 Iran/Middle East Tensions: The Gulf accounts for ~9% of global production (higher when
excluding China/Russia). Disruptions to exports/imports via the Strait of Hormuz have rattled supplies,
pushing prices higher.

« Prices spiked sharply post-2022 invasion and again in 2025-2026 amid new conflicts.
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Source: London Metal Exchange Bloomberg
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Research (e.g., USITC, Reuters) highlights how sanctions and energy shocks create cascading effects,
forcing Western buyers to seek alternatives and accelerating diversification.

Semiconductors: Extreme Concentration and '"Chip War" Fragmentation
Semiconductors underpin electronics, Al, autos, defense, and more. The supply chain spans design (mostly
US), equipment (Netherlands/US/Japan), advanced fabrication (Taiwan-dominant), and assembly (Asia).

Key Vulnerabilities:
« Advanced nodes (<10nm/7nm): Taiwan (TSMC) produces ~70-92% of the world's most advanced
chips.
« Overall foundry capacity heavily East Asia-focused (Taiwan, South Korea, China growing in mature
nodes).
o Critical materials: Helium, bromine, tungsten (China ~79% mine production), rare
earths/gallium/germanium (China dominant), neon/palladium (historically Ukraine/Russia ties).

Supply Chain Maps and Concentration (visuals highlight hubs in Taiwan's Hsinchu Science Park, South
Korea, US design centers, and China's expansion):
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Semiconductor Sales by Country (2021, in billions)
Total semiconductor sales in 2021: $555.9 million

B United States ® Japan B Taiwan South Korea ® China m Rest of World

$50.0 (9%40)
Rest of World

China
$38.9 (7%4)

$255.7 (46%)
United States

$116.7 (21%)
South Korea

Taiwan
$44.5 (8%) - Japan
$50.0 (9%0)
Source: "SIA Factbook 2022" Semiconductor
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-content/ C

uploads/2022/05/51A-2022-Factbook _May-2022.pdf.

May 2022, https/fwww.semiconductors.org/

Wartime/Geopolitical Fragmentation:

WADHWANI CEMTER FOR Al
AMD ADVANCED TECHNOLOGIES

« US-China "Chip War": Export controls, tariffs, and the CHIPS Act drive reshoring/friend-shoring. China

pushes self-sufficiency (aiming ~50% equipment by late 2025).
« Russia-Ukraine: Disrupted neon and other gases/materials.

« 2026 Middle East Conflicts: Helium, aluminum, and petrochemical disruptions directly hit chip

production.

o A Taiwan conflict would be catastrophic (global GDP losses in trillions). Result: Bifurcation into

"democratic" vs. other supply chains, higher costs, and regional fabs.

extiles: Fibers, Petrochemicals, and Energy Sensitivity

Textiles/apparel involve natural fibers (cotton) and synthetics (polyester dominant, derived from

petrochemicals).

Global Fiber Production (~132M tonnes, 2024-2025):
« Synthetics (mostly polyester): ~59—70%.
» Cotton: ~19-25%.
o Others: Wool, etc.
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Global Fiber Production 2024-2025
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Cotton and Manufacturing Hubs:
« Top cotton producers: China, India, US, Brazil, Pakistan (major shares).
» Apparel/textile manufacturing: Heavily Asia (China dominant, followed by Bangladesh, Vietnam, India,
Turkey). Shifted due to costs and trade wars.
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Wartime Impacts:

Russia-Ukraine: Energy/chemical price surges raised synthetic fiber (polyester/nylon) costs; indirect
cotton/grain ripple effects.

US-China Trade Tensions: Accelerated sourcing shifts to Vietnam/Bangladesh/India/Turkey.

Middle East/Oil Volatility: Petrochemical feedstocks for synthetics drive cost spikes (potential +15%
production costs in extreme scenarios).

Overall: Brands build resilience via diversification, but face higher freight, volatility, and
overproduction risks.

Broader Wartime Supply Chain Fragmentation: Trends and Outlook

Contflicts since 2022 have exposed "just-in-time" globalization's fragility, leading to:

Deglobalization/Regionalization: Friend-shoring, nearshoring (e.g., Mexico for US), and onshoring
(CHIPS Act investments).

Cascading Effects: Grain/energy shocks hit textiles; materials/gas shortages hit semis and aluminum.
Price and Cost Volatility: Aluminum spikes (2022 + 2026), oil-driven synthetic fiber increases.
Resilience Measures: Stockpiling, alternative sourcing, circular economy pushes, and policy (tariffs,
subsidies). Low-income countries face amplified inequality.

Key Takeaways from Research:

Reports from CSIS, SIA, and industry analyses (e.g., Reuters, USGS) emphasize that while
fragmentation raises costs and inefficiencies, it reduces single-point risks (e.g., Taiwan Strait or Hormuz
chokepoints).

Future outlook (2026+): Continued bifurcation, with Western allies prioritizing secure chains for critical
materials and tech, while China expands domestic capacity.

This fragmentation is not temporary—geopolitics has become structural risk across raw materials and

manufacturing. Diversification and innovation (e.g., alternative materials, recycling) will define

competitiveness. Data drawn from 2024—2026 sources including IAI, Reuters, CSIS, and industry trackers.
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Fertilizer and Food Business: Impacts of Energy Price Spikes, Shipping
Disruptions, Sanctions, and Global Supply Chain Shocks on Agribusiness
and Food Security

The effective closure/disruption of the Strait of Hormuz since late February 2026—stemming from the
escalation of conflict in the Near East—has triggered a major global supply chain shock. This critical
chokepoint handles roughly 20-25% of global oil and petroleum products, 20% of liquefied natural gas
(LNG), and up to one-third of seaborne fertilizer trade (including ~30-43% of urea and ammonia-based
nitrogen fertilizers from Gulf producers like Qatar, Saudi Arabia, UAE, and Iran).

These disruptions compound earlier pressures from energy volatility, sanctions (e.g., on Russia/Belarus post-
2022 Ukraine invasion), and post-COVID supply chain issues. Nitrogen fertilizers (59% of global use) are
especially vulnerable, as their production relies heavily on natural gas feedstock (72-85% of ammonia
production costs). Energy price spikes directly inflate fertilizer costs, while shipping halts restrict physical
supply. The result: surging input costs for agribusiness, reduced fertilizer application in vulnerable regions,
lower crop yields, elevated food prices, and heightened food insecurity risks—particularly in import-
dependent areas of Africa, South Asia, Latin America, and parts of the Middle East.

Energy Price Spikes and Fertilizer Production Costs

Fertilizer manufacturing is energy-intensive. Ammonia (base for nitrogen fertilizers like urea) is produced
via natural gas. Gulf disruptions have driven sharp rises in oil, natural gas, and related energy costs, with
Brent crude and related products spiking 40%+ in early March 2026. This has caused urea prices to surge
26-46% month-on-month in key hubs (e.g., +32% in New Orleans in one week).

Historical parallels (2021-2022 energy crisis + Ukraine war) showed strong correlations between natural
gas/oil prices and fertilizer indices. U.S. data illustrates multi-year volatility, with spikes in 2021-2022 and
renewed pressure in 2025-2026.

AVERAGE COST OF FERTILIZER INPUTS

September 2008 - September 2025
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PRODUCTION INPUT COSTS - FERTILIZER

Fertilizer as a Share of Total Production Expenses | U.S. Fertilizer Expenditures | 2003-2025F (F = Forecast)
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Key data/research:
« Fertilizer accounts for ~15-36% of U.S. crop production costs (higher for corn/wheat); global
smallholders in Africa (low baseline use of ~25 kg/ha vs. world average 121 kg/ha) face acute risks.
« World Bank and FAO note fertilizer prices jumped 18% in 2025; 2026 Hormuz shock adds further
upside pressure amid tighter markets.
« Models (USDA/ERS) project higher energy costs reduce planted acreage (0.2-0.4%) and farm incomes
regionally (e.g., 8-19% drop in Mississippi Portal).

Shipping Disruptions, Sanctions, and Supply Chain Shocks

Hormuz is not just an energy route—Gulf nations supply massive volumes of ammonia/urea. Disruptions
prevent rerouting (unlike 2022 Russia sanctions, where exports pivoted to new markets). Sanctions on
Russia (major exporter: ~15-20% global fertilizers) previously tightened supply; combined with physical
Hormuz blockade, this creates dual pressure. Russia’s anhydrous ammonia exports remain constrained post-
2022 pipeline issues.

Global fertilizer trade flows (Middle East as key exporter hub) highlight exposure for importers like Brazil
(21% of Russian exports pre-war, now Gulf-dependent), India, and the U.S. (imports ~17-50% of certain
products from Gulf/Asia routes).

Impacts on agribusiness:
o U.S. farmers: Spring 2026 planting sees higher urea/DAP costs; corn (heavy N-user) most affected. Spot
prices on U.S. Gulf Coast show renewed upward trajectory post-"Operation Epic Fury."
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Figure 2. Fertilizer Spot Prices on the U.S. Guif Coast
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Global: Reduced application risks 6-13% yield drops in staples; profitability squeezed despite high
commodity prices.
Commodity response (Feb-Mar 2026): Energy futures +42-50%; ag futures (corn/wheat) +3.6-8%.
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Figure 1. Commodity Market Responses to the Strait of Hormuz Closure
(February 27 — March 17, 2026)

- I +504%
- ' | +30.3%
- ' +425%
- ' +422%
- ' +11.7%
=1 +5.8%
- - +35%
-1 . +2.0°%
- 0,1% |
B 2.2%
- -40%
- 46%
4 42w
T T T T 1 T T T T
=20 -10 0 10 20 30 40 50 60
Change (%)
I Acriculture Energy Market Indices Metals

Page 117



Broader Effects on Food Security

Higher fertilizer costs pass through to food prices (strong historical correlation). FAO Food Price Index rose
2.4% in March 2026 (second consecutive month), driven by energy/fertilizer spillovers into vegetable oils,
cereals, and sugar—despite comfortable cereal supplies overall. Index remains below 2022 peak but shows
renewed upward pressure.

FAO Food Commodity Price FAO Food Price Index
Index

2014-2016=100 2014-2016 =100
200

Vegetable oils

Cereals

80
MAMIJ I ASONDIJ FMEF
2025 2026

FAO Food Price Index in nominal and real terms
2014-2016=100

Nominal

* The real price index is the nominal price index deflated by the World Bank Manufactures Unit Value Index (MUV)
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Vulnerable regions (Aftrica, South Asia, MENA) face acute risks: low fertilizer use + import dependence =
yield losses and unaffordable staples. World Bank/FAO estimate compounded effects could push millions
into acute food insecurity (e.g., Haiti, Yemen already at Crisis/Emergency levels).
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Quantitative insights:
« 2021-2022 spikes: Fertilizer prices doubled+; muted global demand impact but sharp cuts by
smallholders.
« 2026: Urea +35-46%; potential 100M+ at humanitarian risk if prolonged.
« Long-term: Sustained high energy = elevated fertilizer/food inflation; stagflation risks.

Summary of Risks and Outlook

« Short-term (2026 planting/harvest): Fertilizer shortages + price spikes threaten yields; food prices likely
to rise further into 2H 2026.

« Agribusiness: Higher costs erode margins; large producers may absorb via high output prices, but
smallholders/export-dependent economies suffer most.

« Food security: Exacerbates existing pressures (climate, conflict); net food importers hardest hit.

« Mitigation: Diversified sourcing, subsidies, efficiency gains (precision ag), and alternative
routes/fertilizers (though limited short-term).

This analysis draws from FAO, World Bank, USDA/ERS, IFPRI, and market data (Bloomberg/NDSU).
Prolonged Hormuz disruption amplifies 2022-style shocks into a broader energy-fertilizer-food crisis.
Monitoring FAO indices and Gulf trade flows will be critical.
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Defense, Cybersecurity, and Strategic Industries: Business Opportunities in
the Conflict Economy

The effective closure of the Strait of Hormuz in early 2026—triggered by Iranian military actions following
U.S.-Israeli strikes—represents one of the largest energy supply disruptions in modern history. Normally
handling ~20-21 million barrels per day (mbpd) of crude oil and petroleum products (roughly 20% of global
petroleum liquids consumption and 25-27% of seaborne oil trade) plus ~20% of global LNG trade, the strait
saw flows plunge to a trickle (e.g., vessel traffic down 80-87% in March 2026, with selective Iranian-
affiliated passages only).

This has driven sharp oil price spikes (Brent crude rising from ~$71/bbl pre-conflict to $100-$126+/bbl
peaks), inflation pressures, supply chain shocks in petrochemicals, fertilizers, plastics, and metals, and a
broader "conflict economy" where geopolitical risk creates winners in defense, cybersecurity, and strategic
sectors.

(The maps above illustrate tanker routes and the strategic geography: a narrow ~21-mile chokepoint at its
narrowest, with inbound/outbound shipping lanes. Over 80% of flows head to Asia, making it a global
vulnerability.)

Major Oil Transit Checkpoints Global Flows (Pre-2026
Conflict)
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Hormuz dwarfs others in volume. Alternative bypass pipelines (Saudi East-West ~5—7 mbpd capacity; UAE
Habshan-Fujairah ~1.5—1.8 mbpd) cover only a fraction of the ~20 mbpd shortfall.

Oil Export through Strait of Hormuz by
Destination (Pre-Closure)
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20%
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Asia absorbs the vast majority (~80%), with China alone at ~38%.

Defense Industry Opportunities

The conflict has accelerated demand for munitions replenishment, naval escorts, air/missile defense, drones,
and maritime security systems. U.S. Central Command has deployed dozens of weapons systems, while Gulf
Cooperation Council (GCC) states are replenishing stocks and seeking upgrades amid heightened threats.

Key Opportunities:

« Missile & Air Defense Systems: THAAD, Patriots, and interceptors (Lockheed Martin,
RTX/Raytheon). Global missile defense spending projected to surge.

« Naval & Maritime Security: Escort services, anti-ship defenses, and private maritime security
companies (PMSCs) for alternative routing or insurance-backed transit.

« Drones & Precision Munitions: Low-cost attritable systems and advanced seekers (General Atomics,
Boeing).

« European & Allied Contractors: BAE Systems, Leonardo, etc., benefit from NATO/GCC rearmament.
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Business Opportunities Surge in Conflict Economy
(Hormuz Impact)
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Defense stocks saw initial rallies, with long-term tailwinds from higher global budgets and U.S. political risk
insurance backstops (~$20—40B via DFC/Chubb).

Cybersecurity Opportunities

Geopolitical escalation has amplified nation-state cyber threats, particularly Iran-linked APTs targeting
energy infrastructure, operational technology (OT)/industrial control systems (ICS), and critical
infrastructure (e.g., oil/gas, utilities, maritime logistics). CISA and industry reports note heightened probing,
espionage, and potential disruptive attacks.
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Key Opportunities:

« OT/ICS Security for Energy Sector: Hardening SCADA, PLCs, and pipelines against cyber-physical
attacks.

« Threat Intelligence & Resilience Services: Real-time monitoring, zero-trust architectures, and Al-driven
anomaly detection tailored to energy/maritime.

o Supply Chain & Critical Infrastructure Protection: For oil/gas operators, LNG terminals, and rerouted
shipping.

« Maritime Cyber: Protection against GPS jamming/spoofing and port/logistics systems.

The energy sector—already highly exposed—tfaces surging demand for specialized cyber solutions, with
nation-state motivations (espionage, sabotage) dominating alongside ransomware.

Strategic Industries Opportunities
Beyond pure defense/cyber, the crisis creates broader plays in energy security, logistics resilience, and
alternative supply chains:

« U.S./Non-Gulf Energy Exports: LNG and oil producers (e.g., Exxon, U.S. shale) gain from
Asian/European diversification.

« War Risk Insurance & Reinsurance: Premiums spiked 50%+; U.S. backstops and specialized insurers
see massive volume.

» Pipeline & Alternative Routing Infrastructure: Expansions, new terminals, or Cape of Good Hope
rerouting logistics.

« Fertilizers/Petrochemicals & Critical Commodities: Alternative suppliers (e.g., U.S., Russia, others) and
stockpiling/resilience tech benefit from Gulf disruptions (plastics, helium, aluminum feedstocks also
affected).

« Defense Industrial Base Resilience: Domestic mineral/supply chain security (sulfur and other inputs
noted as strained).

Overall Market Impact Projection (Illustrative from Sector Analysis): Defense/cyber/strategic resilience
segments could see 25-40%+ localized surges amid sustained disruption, though duration depends on de-
escalation or U.S.-led reopening efforts.

This Hormuz-driven conflict economy underscores vulnerabilities in global energy chokepoints while
rewarding companies that deliver security, resilience, and alternatives. Firms positioned in U.S./allied supply
chains, with strong OT cyber capabilities or energy diversification exposure, stand to gain significantly in
the near-to-medium term.

Data draws from EIA, IEA, CSIS, congressional reports, and real-time 2026 market analyses as of April
2026.
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Financial Markets and Risk Management: Hedging Strategies for Volatile
Geopolitical Zones

Geopolitical risk remains a core driver of market volatility in 2026. The ongoing 2026 Iran conflict has
elevated this risk dramatically through the effective disruption — and near-closure — of the Strait of
Hormuz, one of the world’s most critical energy chokepoints. This event has triggered the largest oil supply
disruption in history, with profound implications for global energy prices, inflation, growth, and financial
markets.

The Strait of Hormuz, located between Iran and Oman, normally carries approximately 20 million barrels
per day of crude oil and petroleum products (roughly 20% of global petroleum liquids consumption and over
25% of seaborne oil trade), plus about 19% of global LNG trade (primarily from Qatar).

Following U.S.-Israeli strikes on Iranian targets beginning late February 2026, Iran responded with
retaliatory actions, including attacks on vessels and energy infrastructure. By early March, commercial
traffic through the strait dropped sharply (down ~90-95% in some analyses), with insurers withdrawing
coverage and shippers halting transits due to threats and incidents. This has been described as an effective
blockade or "closure" enforced through military and asymmetric means (drones, mines, vessel attacks).

Key impacts observed by April 2026:

« Oil prices: Brent crude surged from pre-crisis levels (~$70/bbl) to over $100-$118/bbl in waves, with
peaks nearing or exceeding $120 in volatile sessions. WTI followed similar patterns, with reports of
prices approaching or surpassing $100-$110. Refined products (diesel, jet fuel, gasoline) saw even
sharper spikes, sometimes exceeding $200 in spot markets.

« LNG and gas: European and Asian prices rose significantly (e.g., +70% in some gas benchmarks).

« Broader effects: Inflation pressures (headline inflation boosted by ~0.9—1% or more in affected regions),
growth downgrades, fuel rationing/hoarding in Asia, higher freight/insurance costs, and safe-haven
flows. Strategic petroleum reserve releases (IEA/G7/US) have been deployed at record scales to mitigate
the shock, but analysts warn of risks if disruption persists into Q2 or beyond (potential $150-$200/bbl
scenarios in tail cases).

This crisis amplifies classic geopolitical risk channels: supply shocks, uncertainty-driven risk aversion,
currency volatility (stronger USD, safe-haven CHF/JPY), and sector rotations.
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Map of vulnerability (as previously included, now with heightened relevance to Hormuz/Red Sea nexus):
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(Maritime chokepoints map highlighting the Strait of Hormuz as a critical vulnerable route amid current
tensions.)

Market Impacts and Empirical Insights

« Asymmetric and duration-dependent effects: Short disruptions act as oil price shocks with limited
persistence; prolonged ones (as seen in early 2026) evolve into inflation/growth shocks, hitting import-

dependent economies hardest (Asia, Europe, emerging markets). Demand destruction has begun in some

regions, but spare capacity (pipelines, SPR releases) offers only partial offsets (~4—5 mb/d reroutable at

best).

Equity and volatility: Initial sell-offs in cyclicals, with resilience in energy/defense sectors. VIX spikes

and rotations toward defensives observed. Safe-haven assets (gold, silver, USD, CHF) have performed

strongly.

Historical parallels: Echoes 1973/1979 oil shocks but with modern complexities (shale, renewables,

faster SPR responses). Markets price in risk premiums rapidly, but prolonged uncertainty weighs on
investment and capex.
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Hedging Strategies in the Context of the Hormuz Crisis
The 2026 events underscore the need for dynamic, multi-layered hedging:

1.Commodity Hedges:
o Oil futures, options, and swaps: Lock in prices or use collars for energy exposure. Producers/refiners
have actively hedged (e.g., selling back-end WTI curves).
o Energy sector allocation: Increased weighting in oil/gas producers, with caution on duration.
2.Safe-Haven Assets:
o Gold and silver: Strong performers amid risk repricing; often recommended for portfolios during
Hormuz-style shocks.
o Currencies: Long USD, CHF, JPY; short EM currencies vulnerable to energy/import costs.
3.Derivatives for Volatility and FX:
o VIX products or volatility hedges.
o Currency forwards/swaps for FX risk in exposed regions.
4.Portfolio and Sector Rotation:
o Shift to defensives (utilities, staples, healthcare) and away from high oil-consumption cyclicals.
o Defense/aerospace and infrastructure (alternative routes, pipelines) may benefit.
o Diversification via "friend-shoring" and political risk insurance (PRI).
5.Operational and Corporate Measures:
o Supply chain resilience, inventory builds, and alternative sourcing.
o Airlines/refiners with existing hedges (fixed-price contracts) have shown relative protection.
o Scenario stress-testing: Model short vs. prolonged closure (e.g., 1-3 months) using GPR thresholds.
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Research highlights asymmetry: Hedging efficacy improves in high-GPR regimes. Precious metals and
certain commodities excel, while bonds may underperform pure cost-push inflation scenarios—favoring a
broader diversifier mix (commodities, infrastructure, macro hedges).

Specific to Hormuz 2026:
« Investors rotated toward energy and domestic supply-chain plays.
« Gold/silver signaled economic slowdown risks alongside inflation.
« Smart money emphasized geopolitical hedging over growth narratives.

Recommendations
« Monitor closely: Real-time GPR Index, shipping data (AIS), insurance premiums, and diplomatic
signals (e.g., Trump deadlines, IRGC statements as of April 2026).
« Dynamic allocation: 5-15%+ in proven hedges, scaled by GPR levels and crisis duration.
« Stress testing: Include tail scenarios ($150-$200 oil, stagflation) alongside SPR mitigation.
« Opportunistic angle: Energy producers outside the Gulf (U.S. shale, others) and infrastructure for new
corridors may gain.

The Strait of Hormuz crisis of 2026 illustrates how a single chokepoint can transmit regional conflict into
global macroeconomic stress. While markets have shown some resilience via SPR releases and adjustments,
prolonged disruption risks stagflationary pressures and deeper volatility. Disciplined, evidence-based
hedging—combining financial instruments, asset rotation, and operational resilience—remains essential for
preserving capital in this elevated-risk environment.

This framework integrates historical patterns with real-time 2026 developments for practical risk
management. Markets evolve quickly; ongoing monitoring and adaptive strategies are critical.
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SECTION 8

CROSS-CUTTING THEMES
— BUSINESS RESILIENCE
AND ANTIFRAGILE
STRATEGIES
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Building Antifragile Organizations: Practical Frameworks for Crisis
Leadership, Scenario Planning, and War-Time Business Continuity

Antifragility, a concept popularized by Nassim Nicholas Taleb in Antifragile: Things That Gain from
Disorder, describes systems that do not merely withstand shocks but actually improve and grow stronger
from volatility, uncertainty, and stress. Unlike fragile systems (which break under pressure) or resilient ones
(which return to their original state), antifragile organizations treat crises as opportunities for evolution.

GANN/ AN
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CHANGE

In today's volatile world—marked by pandemics, geopolitical conflicts, supply chain shocks, and rapid

technological change—building antifragility is a competitive imperative. This guide synthesizes practical
frameworks, real-world research, data, case studies, and visuals to help leaders design organizations that
thrive amid disorder. It draws on Taleb's principles, recent academic and industry research (including post-
2008 and COVID-19 analyses), and tools like scenario planning and wartime leadership models.

Core Principles of Antifragile Organizations
Key traits include:

« Optionality and redundancy: Multiple pathways and buffers (not over-optimization).

« Decentralized decision-making: Empower teams closest to the problem.

» Controlled stress exposure: Small, frequent experiments ("via negativa" — remove what doesn't work).
» Learning acceleration and feedback loops: Institutionalize post-crisis reflection.

« Barbell strategy: 80-90% conservative core operations + 10-20% high-upside, low-cost bets.

Recent frameworks (e.g., a 2025 ResearchGate study) identify four dimensions: adaptive capacity,
redundancy management, stress exposure optimization, and learning acceleration.
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Practical Frameworks for Crisis Leadership

Crisis leadership shifts from peacetime consensus-building to wartime decisiveness. Ben Horowitz's
"peacetime vs. wartime CEO" model is foundational: In peacetime, focus on long-term culture and quality;
in wartime, prioritize speed, survival, and "done is better than perfect.

"Peacetime’ "Wartime

Little to no pressure Existential pressure

Qumhty is essential speepl is essential

e R

Work-life-balance Work-|iRe-what?
Area “Wartime” leadership “Peacetime” leadership
Getting things done Do it quickly, with good enough quality. Get things done, and do it well, with high quality.
“Done is better than perfect.” “Slow and stable is better than fast and wobbly.”
Conflict Be unafraid of conflicts when they help you Avoid conflicts, even if they'd help you move
move faster. faster.
Don't take conflicts personally: it's often not | Figure out why your conflicts happen, as they're
about you, but the stress of “wartime.” unwelcome during “peacetime.”
Allies If you need to work with another team to get | Make allies across the teams you work with;

things done, do so. Don't worry about allies. | they will help you get things done, and possibly
aid your career.

Internal politics If you have good standing with the CEQ/CTO, | Important for career advancement, especially in
then you're good. Everything else is usually a | senior positions. Manage upwards, sideways,
bonus. and down as well.

Priorities Work only on things the business needs, Also work on longer-term initiatives which can
right now. help the business.

Job stability Work like your job depends on it, because it | Job security, with time and space to do things
might. well,

Pacing yourself Know that always sprinting can end badly. Know that slow and steady can become too
Pace yourself. slow. Switch up gears sometimes.

A common risk to avoid | Avoid burnout, it's a big risk. Avoid stagnating or becoming bored, both are

risks.
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Antifragile Leadership Pillars (synthesized from multiple sources):

1.Mindset Shift: Reframe chaos as opportunity; embrace discomfort with Stoic practices.
2.Psychological Safety & Learning Agility: Reward experimentation and rapid feedback.

3.Decentralization & Autonomy: Push decisions downward; test via pilots/hackathons.
4.Bias for Action: Use OODA loops (Observe-Orient-Decide-Act) for fast iteration.

Practical Tool: The Key Person Test — Ask: "What happens if a key leader leaves tomorrow?" Build

redundancy and cross-training to pass it.

Leaders model vulnerability, share failure stories, and build "antifragile intelligence" through habits like

daily reflection and scenario stress-testing.

Scenario Planning: Turning Uncertainty into Strategic Advantage

Scenario planning prepares organizations for multiple futures rather than predicting one. Pioneered by Shell

in the 1970s (which anticipated the 1970s oil crisis), it remains vital today.

4-Step Process:

1.Identify critical uncertainties (high-impact, high-uncertainty drivers, e.g., consumer behavior shifts or

geopolitical tensions).

2.Build 2x2 matrices (two axes = two key uncertainties).

3.Develop plausible scenario stories.

4.Derive strategies, options, and early-warning indicators.

Example 2x2 Matrix (retail sector during digital/metaverse disruption):

Driver 1

(Maximum development)

A
Scenario 1 Scenario 2
(Mini Dri;erzl ) ‘ Driver 2
inimum development {Maximum dev&lupment)
Scenario 3 Scenario 4
v
Driver1

(Minimum development)

Page 132



T

Physical presence is the
preferred mode of living

Customers prefer
physical stores

SAME OLD, SAME OLD

Physical location remains an
essential factor in branding, sales
and customer engagemant,

How to succeed

We attract customers with certain
products. while our profits come
maostly from higher-markup items.
Subscription services that make
customers’ lives easier are a big
part of our business.

A

AR AT BRICK-AND-MORTAR
Expertize In metaverse market
dynamics, generational trends. and
youth culture is essential for retail
brands to thrive.

How to succead

We focus on AR product visualisation
to attract customers to the store. We
bundle goods with metaverse-
related digital products and services
1o increase sales.

<

PRICE IS KING

Price is the most important factor for
customaers. Price comparison among
retailers has increased, prompting
every industry player to take action.

How to succead

We avoid unnecessary costs via
automation of digital tasks and
innovative delivery services. We use
A/B testing and AT bundling to
optimise prices.

v

AVIRTUAL=-FIRST FUTURE
Metaverse requires retail to be
simultaneously online and offline.
Every store needs a digital storefront
aperating in virtual worlds.

How to succeed

We have hired new talent to build a
digital twin of aur physical retail
stores and expanded our offering to
digital goods to tap into the global
market.

Customers prefer
online shopping

»

Metaverse pushes life
into the digital sphere

Tools like driver analysis or quantitative modeling enhance it. Research shows organizations using scenario

planning respond 3.4x faster to disruption.

Integrate Macro Risks: Use WEF Global Risks reports for interconnections (e.g., economic downturns
linked to supply chain failures and societal polarization).
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War-Time Business Continuity: From Survival to Antifragile Advantage
Traditional business continuity plans (BCPs) focus on recovery; war-time versions emphasize antifragility
under existential pressure (e.g., conflicts, pandemics). In Ukraine and Israel case studies, leaders used

distributed teams, cloud infrastructure, cyber defenses, and imperfect-but-fast BCPs.

War-Time BCP Framework:

o Supply Chain Antifragility: Map tiers deeply (80% of chains disrupted in recent years; third-party
failures #1 cause). Diversify, build redundancy, and use Al for real-time visibility.

« Digital & Operational Resilience: Cloud migration, scenario-tested continuity.
» People-First Continuity: Mental health support, relocation options, adaptive HR.

« Holistic Risk Integration: Combine ERM with BCP; embrace "positive stress" via small disruptions.

Visualizing Global Supply Chain Risks (interactive maps reveal tiered exposures and heatmaps):

Global Events Affecting Container Shipping
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Recent BCI data: ~80% of organizations faced 1-10+ disruptions annually; tier-4+ mapping rose sharply.
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Data, Research, and Case Studies
Crises Comparison (2008 vs. COVID-19): COVID caused sharper but often faster recoveries in adaptable
sectors. High ESG-rated firms showed ~2.59% higher abnormal returns per SD and lower volatility.
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Crisis Response & Performance: HBS analysis of 3,000+ firms found strong COVID responses
(healthcare, supply chain, products/services) linked to +2.2-2.47% stock outperformance.

Thriving Examples:
« Amazon (2008): Launched/expanded AWS amid financial crisis — barbell bet that became dominant.
« Netflix: Pivoted from DVDs to streaming; self-disruption built antifragility.
« Toyota (2011 tsunami): Diversified supply chains post-shock, emerging stronger.

« Tech winners (Zoom, Datadog, Veeva) during COVID via rapid adaptation.

Supply Chain Disruption Stats (illustrative of systemic impact):

S VAL E IS i i — 70 Key Figures of 2025

L

6% = 94%

of Companies _ still lack full
Have Full Supply ; end-to-end
Chain Visibility visibility

W Y

Implementation Roadmap & Measurement
1. Assess: Use self-audit on the four dimensions (adaptive capacity, etc.).

2.Build: Implement barbell strategies, run quarterly scenario workshops, adopt wartime protocols when
indicators flash.

3.Measure: Track innovation rate, post-shock growth vs. peers, response time, employee adaptability
scores.

4.Tterate: Institutionalize learning loops.

Organizations that invest here don't just survive—they dominate. Start small: Run one scenario exercise this
quarter and test one low-stakes experiment.
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Talent and Human Capital Strategies: Retaining Talent and Managing
Workforce Morale in War-Affected Regions

War-affected regions pose profound challenges to human capital management. Conflicts drive displacement,
infrastructure destruction, trauma, economic volatility, and accelerated brain drain. Organizations in or near
these zones—Ilocal businesses, multinationals, NGOs, or governments—must adapt strategies to retain
skilled workers, ensure operational continuity, and sustain workforce morale under extreme stress.

As of early 2026, global forced displacement exceeds 123 million, driven by ongoing conflicts. Ukraine's
experience since 2022 shows a labor supply contraction of roughly one-quarter of the pre-war workforce due
to emigration, mobilization, and casualties. Unemployment spiked above 20% initially before partially
recovering, while real wages showed resilience amid persistent disruptions.

The 2026 Strait of Hormuz crisis, part of the broader 2026 Iran war, began after U.S. and Israeli strikes on
Iran on February 28, 2026. Iran responded by effectively blocking the Strait—through which ~20% of global
oil and significant LNG/fertilizer flows pass—via threats, drone/missile attacks on vessels (at least 2024
confirmed by early April), and selective passage regimes. Maritime traffic dropped ~95%, oil prices surged
(Brent briefly over $100—120/barrel in scenarios), and ripple effects hit Gulf states (UAE, Saudi Arabia,
Qatar, Kuwait, Bahrain), with strikes on infrastructure, airports, data centers, and energy facilities.

This has created a hybrid war zone: direct threats in Iran, spillover missile/drone attacks on Gulf neighbors,
airspace closures, flight halts (e.g., Dubai disruptions), and economic shocks including fuel shortages, food
import crises (Gulf relies on Strait for ~80% of caloric intake in some estimates), and desalination plant
risks. Migrant workers (often 40—-88% of Gulf populations) face heightened dangers, job insecurity, stranded
status, and potential wage/remittance disruptions. Expatriate talent exodus has accelerated, with evacuations
urged and businesses reporting talent mobility challenges. Global knock-ons include hiring freezes (e.g.,
Unilever), slowed workforce planning, and morale pressures from inflation and uncertainty in distant
markets.
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Key Challenges Across War-Affected Regions (Including Hormuz/Gulf 2026)

« Displacement and talent flight: Brain drain intensifies as skilled professionals (IT, engineering,
healthcare, finance, energy) emigrate or relocate. In the Gulf, expat-heavy workforces see rapid
outflows; similar patterns in Ukraine, Syria, and Yemen. Remittances to origin countries (e.g., South
Asia) drop, while host economies lose institutional knowledge.

« Safety, trauma, and morale erosion: Constant threats, family separation, power/infrastructure failures,
and PTSD drive burnout, absenteeism, and disengagement. Gulf reports highlight migrant worker
vulnerabilities under the kafala system amid attacks; Ukrainian surveys show high stress from
mobilization and shelling.

o Economic and operational strain: Oil/LNG disruptions spike inflation and costs; supply chains
(fertilizers, petrochemicals) falter. Labor participation shifts (e.g., women filling gaps in Ukraine;
potential four-day weeks or rationing in Gulf). Hiring freezes and workforce reductions (up to 15% in
exposed sectors if prolonged) emerge.

« Skill mismatches and loss: Veterans, IDPs, and returning migrants need reskilling. Infrastructure damage
(e.g., QatarEnergy facilities potentially taking years to repair) exacerbates shortages in energy, tech, and
logistics.

Proven and Emerging Strategies for Talent Retention

1.Safety, Security, and Transparent Communication
o Regular welfare checks, risk assessments, evacuation/relocation support, and hybrid/remote options
where viable. In Gulf contexts, coordinate with embassies and use multi-modal extraction plans.
o Visible leadership "enduring with the team" builds trust; frequent, honest updates counter rumors
and uncertainty.
2.Competitive Incentives and Flexibility
o Hazard pay, family support, retention bonuses, and adjusted compensation to offset inflation.
o Flexible hours, remote/hybrid models (proven in Ukraine), and relocation aid for at-risk staff or
diaspora incentives. Gulf firms may need to revamp packages amid energy-driven cost pressures.
3.Mental Health, Wellbeing, and Purpose-Driven Culture
o Employee Assistance Programs (EAPs), trauma counseling, and workload adjustments. Foster
belonging via recognition, mentorship, and linking work to broader resilience (e.g., "contributing to
national/regional stability").
o Community initiatives and social cohesion help, especially for migrant or health workers.
4.Professional Development and Reskilling
o Internal academies, upskilling, and pathways for veterans, women, IDPs, and returning migrants
signal commitment. In energy-dependent Gulf, target skills in diversification (tech, renewables)
amid disruptions.
5.Data-Driven, Context-Specific HRM with Human Rights Due Diligence
o Workforce analytics to identify flight risks; bundled policies (financial + non-financial). Adapt to
local norms while prioritizing duty-of-care and conflict-sensitive practices. Monitor via pulse
surveys for early morale signals.
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Key Challenges Across War-Affected Regions (Including Hormuz/Gulf 2026)

« Displacement and talent flight: Brain drain intensifies as skilled professionals (IT, engineering,
healthcare, finance, energy) emigrate or relocate. In the Gulf, expat-heavy workforces see rapid
outflows; similar patterns in Ukraine, Syria, and Yemen. Remittances to origin countries (e.g., South
Asia) drop, while host economies lose institutional knowledge.

« Safety, trauma, and morale erosion: Constant threats, family separation, power/infrastructure failures,
and PTSD drive burnout, absenteeism, and disengagement. Gulf reports highlight migrant worker
vulnerabilities under the kafala system amid attacks; Ukrainian surveys show high stress from
mobilization and shelling.

o Economic and operational strain: Oil/LNG disruptions spike inflation and costs; supply chains
(fertilizers, petrochemicals) falter. Labor participation shifts (e.g., women filling gaps in Ukraine;
potential four-day weeks or rationing in Gulf). Hiring freezes and workforce reductions (up to 15% in
exposed sectors if prolonged) emerge.

« Skill mismatches and loss: Veterans, IDPs, and returning migrants need reskilling. Infrastructure damage
(e.g., QatarEnergy facilities potentially taking years to repair) exacerbates shortages in energy, tech, and
logistics.

Proven and Emerging Strategies for Talent Retention

1.Safety, Security, and Transparent Communication
o Regular welfare checks, risk assessments, evacuation/relocation support, and hybrid/remote options
where viable. In Gulf contexts, coordinate with embassies and use multi-modal extraction plans.
o Visible leadership "enduring with the team" builds trust; frequent, honest updates counter rumors
and uncertainty.
2.Competitive Incentives and Flexibility
o Hazard pay, family support, retention bonuses, and adjusted compensation to offset inflation.
o Flexible hours, remote/hybrid models (proven in Ukraine), and relocation aid for at-risk staff or
diaspora incentives. Gulf firms may need to revamp packages amid energy-driven cost pressures.
3.Mental Health, Wellbeing, and Purpose-Driven Culture
o Employee Assistance Programs (EAPs), trauma counseling, and workload adjustments. Foster
belonging via recognition, mentorship, and linking work to broader resilience (e.g., "contributing to
national/regional stability").
o Community initiatives and social cohesion help, especially for migrant or health workers.
4.Professional Development and Reskilling
o Internal academies, upskilling, and pathways for veterans, women, IDPs, and returning migrants
signal commitment. In energy-dependent Gulf, target skills in diversification (tech, renewables)
amid disruptions.
5.Data-Driven, Context-Specific HRM with Human Rights Due Diligence
o Workforce analytics to identify flight risks; bundled policies (financial + non-financial). Adapt to
local norms while prioritizing duty-of-care and conflict-sensitive practices. Monitor via pulse
surveys for early morale signals.
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Managing Workforce Morale

One-on-one check-ins, open dialogue, and recognition programs.

Opportunities for meaningful contribution (e.g., supporting recovery or veterans).

In Hormuz-affected areas, address inflation fears and job security directly to prevent disengagement or
turnover spikes. Ukrainian firms maintained operations through culture-focused motivation; Gulf
employers face similar needs amid expatriate unease.

Case Studies

Ukraine (2022-2026): Hybrid work, flexible policies, and belonging-focused leadership helped sustain
output despite shortages. Retention relied on purpose and training.

Hormuz/Gulf 2026: Early signs include expat drawdowns, hiring caution, and morale strain from
attacks on hubs (Dubai, data centers). Strategies emphasize rapid safety measures, compensation
adjustments for inflation, and contingency planning for talent mobility. Prolonged disruption risks
broader exodus, underscoring the need for bundled retention (safety + incentives + development).

Recommendations:

Integrate conflict-sensitive HR due diligence and robust duty-of-care.

Partner with governments/NGOs for relocation, training, veteran/migrant integration, and remittance
support.

Track metrics: retention rates, engagement scores, continuity.

Plan for recovery: "victory after victory" via human capital rebuilding, reversing brain drain, and
leveraging crises for diversification (e.g., resilient skills in Gulf).

Conclusion:

In war zones like Ukraine or the 2026 Hormuz theater, talent equals resilience. Proactive strategies

addressing safety, wellbeing, flexibility, purpose, and development not only curb attrition but aid societal

recovery. Evidence from multiple conflicts shows bundled, adaptive approaches work—reducing flight,

sustaining morale, and positioning organizations for post-conflict growth. In an interconnected world, even

distant firms must monitor such shocks for indirect talent and morale impacts.

This draws on real-time insights as of April 2026; ongoing adaptation is critical as situations evolve.
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Post-Hormuz Conflict Recovery Scenarios: Long-Term Business
Implications, Regional Stability Pathways, and Shifts in Global Trade
Architecture

The 2026 US-Israel-Iran conflict triggered a severe disruption in the Strait of Hormuz, one of the world's
most critical energy chokepoints. Starting in late February 2026, Iranian actions effectively closed or
severely restricted the strait, halting the flow of approximately 20-21 million barrels per day (mb/d) of crude
oil and petroleum products—equivalent to ~20% of global petroleum liquids consumption and ~25% of
seaborne oil trade—plus significant LNG volumes (around 20% of global LNG trade, primarily from Qatar).

This led to immediate oil price spikes (Brent crude reaching $100—110+/bbl in March), supply shortfalls of
9-11 mb/d after buffers, and cascading effects on fertilizers, shipping, and global GDP. Asia bore the brunt
(~80-89% of flows), with China, India, Japan, and South Korea heavily impacted.

As of early April 2026, partial recovery via bypass pipelines (Saudi East-West/Petroline and UAE Habshan-
Fujairah) has mitigated some losses, but full normalization depends on diplomacy, security, and
infrastructure. Below are three plausible recovery scenarios, grounded in EIA, IEA, Kpler, Dallas Fed, and
UNCTAD data, with long-term implications for business, regional stability, and global trade.

Background: Pre-Conflict Flows and Immediate Impacts

Pre-conflict (2025 baseline):
« QOil: ~20.3 mb/d through Hormuz (Saudi Arabia ~37%, Iraq ~23%, UAE ~13%, Iran ~11%, Kuwait
~10%). ~80-90% destined for Asia.
« LNG: ~290 million cubic meters/day equivalent (~20% global trade), mostly Qatar to Asia (74-82% of
exports).
« Other: Significant fertilizer and petrochemical trade.

Strait of Hormux closes

Brent Crude

WTI Crude Oil Spot Prices

3/13/26| $103.00 $93.4s
3/31/26| $109.35 |$99.47| $9.88
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Welfare impacts (short-run full closure simulation; developing Asia/Africa hit hardest):

Global Welfare Impact of Full Strait of Hormuz Closure

Full Closure, Short-Run | Striped countries directly aftected by conflict

Welfare change (%)

+5+
l *
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\
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Recovery Scenarios (2026-2035 Horizon)

1. Optimistic: Rapid Reopening and Normalization (Probability ~40%; Strait reopens by Q3 2026)
Diplomatic breakthroughs or US-led escorts restore full transit. Bypass pipelines (Saudi ~5-7 mb/d to
Yanbu/Red Sea; UAE ~1.5-1.8 mb/d to Fujairah) handle interim flows. Prices fall back to $70-85/bbl by
late 2026.

Business Implications: Short-term volatility (insurance premiums +200-300%); quick rebound in Gulf
exports. Energy majors resume status quo; limited capex on alternatives.

Regional Stability: De-escalation pacts; GCC-Iran confidence-building (e.g., maritime security
forums).

Trade Architecture: Minor shifts; continued sea-lane dominance. Data: Bypass capacity covers only
~13-28% of lost flows initially, but full reopening eliminates shortfall.

2. Baseline/Moderate: Lingering Risks and Incremental Diversification (Probability ~45%; Partial
reopening + sustained premiums through 2028)

Intermittent tensions persist; strait operates at 60-80% capacity with escorts. Expanded bypasses
(Saudi/UAE maxed) + new LNG terminals and overland routes absorb ~5—7 mb/d permanently. Prices
stabilize at $90—110/bbl with risk premium.

Business Implications: Higher operating costs (freight/insurance +20-50% long-term); accelerated
diversification. Oil majors invest in US shale/LNG, renewables, and storage. Shipping/insurance sectors
boom; supply chains build redundancy (e.g., dual-sourcing). Winners: US exporters, pipeline operators.
Losers: Asia-dependent refiners (short-term GDP drag 0.2—1.3 pp).

Regional Stability Pathways: New Gulf security architecture (GCC+US/India patrols); Iran-GCC
economic dialogues. Reduced Iranian leverage pushes Tehran toward internal reforms or proxies.

Trade Architecture: Permanent shift of 3—5 mb/d to Red Sea/Mediterranean routes; revival of projects
like IMEC (India-Middle East-Europe corridor) or Turkey-Iraq pipelines.
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Bypass Infrastructure Maps (key to moderate/long-term resilience):
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LNG export shifts (Qatar/UAE destinations pre-crisis; Asia dominance accelerates diversification post-

crisis):

Qatar and UAE LNG exports by destination (%)

@WAsia W@Europe ®Middle East Others

78%

I 3

74%

I N

4%

23%
2%

4% 3%, A%
. —_— |
2021 2022 2023

82%

13%
5%
|

2024

3. Pessimistic/Transformative: Prolonged Instability and Structural Reordering (Probability ~15%;

Recurrent disruptions or full re-closure risks)

Escalation or infrastructure damage (e.g., Abqaig-style hits) keeps effective capacity low. Global demand

destruction (~1.7 mb/d) + recessionary effects. Prices >$120/bbl sustained.

« Business Implications: Energy transition acceleration (renewables + EVs displace 5-10% oil demand

by 2030); massive capex in alternative corridors (rail/pipelines via Tiirkiye/Jordan). Insurance markets

fragment; commodity traders pivot to Africa/US sources. Global GDP drag: 0.3-2.9 pp annualized

initially.

« Regional Stability Pathways: Heightened militarization or new alliances (e.g., Saudi-India energy

pact); potential Iran isolation or regime change dynamics. Food security crises in import-dependent

nations exacerbate instability.

« Trade Architecture: De-globalization in energy; rise of overland "friend-shored" routes, LNG spot
market boom, and intra-regional blocs. Asia diversifies permanently (more US/African LNG/crude).

Hormuz becomes a secondary route.

Pre- vs. Post-Conflict Global Oil Flows Context (illustrating Asia exposure and rerouting potential):
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Long-Term Business Implications (2030+)

Energy Sector: Diversification away from Hormuz (target: <15% global oil via strait) drives $900B+ in
new pipelines/rail (e.g., Basra-Aqaba, expanded East-West). Renewables and US LNG gain market
share.

Shipping/Logistics: Higher war-risk premiums become structural; longer routes via Cape of Good Hope
or Red Sea increase costs 10-20%.

Finance/Insurance: Reinsurance capacity strains; new derivatives for chokepoint risk.

Opportunities: Infrastructure investors, alternative energy firms, and resilient supply chain tech.

Regional Stability Pathways

Short-term: Ceasefire enforcement + international patrols.

Medium-term: Economic interdependence (GCC exports via new routes reduce Iran leverage).
Long-term: Multilateral frameworks (e.g., expanded IEA emergency response) or bipolar Gulf security
(US/GCC vs. Iran/China).

Shifts in Global Trade Architecture
The crisis exposes over-reliance on chokepoints, accelerating:

Pipeline/Rail Renaissance: 3—7 mb/d permanent bypass capacity; proposals for Mediterranean/Red Sea
links.

LNG and Non-Qil Commodities: Qatar/UAE pivot to floating storage/regas; fertilizer trade reroutes.
Geoeconomic Realignment: Asia reduces Middle East dependence (more US/Russian/African supply);
Europe benefits from Red Sea reroutes. Overall: more resilient but fragmented, higher-cost trade system.

Key Research Sources: EIA/IEA chokepoint reports, Dallas Fed modeling, UNCTAD trade disruption
analysis, Kiel Institute welfare simulations, and Vortexa/Kpler flow data. Recovery hinges on geopolitics,

but the crisis has already catalyzed structural change—businesses and governments ignoring diversification
do so at their peril.

This analysis draws on real-time 2026 data; scenarios are probabilistic and subject to rapid evolution.
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Post-Hormuz Conflict Recovery Scenarios: Long-Term Business
Implications, Regional Stability Pathways, and Shifts in Global Trade
Architecture

The Strait of Hormuz remains the world’s most critical energy chokepoint, linking the Persian Gulf to the
Gulf of Oman and global markets. Under normal conditions (pre-2026 crisis), it carried approximately 20—
21 million barrels per day (mb/d) of crude oil, condensate, and petroleum products—equivalent to roughly
20-25% of global seaborne oil trade and about 20% of total global petroleum liquids consumption.

Key pre-crisis dependencies (Q1 2025 data):

« Major exporters (crude + condensate shares): Saudi Arabia (37.2%), Iraq (22.8%), UAE (12.9%),
Iran (10.6%), Kuwait (10.1%), Qatar (4.4%). These five countries accounted for over 93% of flows.

« Primary destinations: Overwhelmingly Asia (China ~37.7%, India ~14.7%, South Korea ~12.0%,
Japan ~10.9%). The U.S. imported only ~0.5 mb/d via the strait (~2% of its petroleum liquids
consumption).

« Beyond oil: The strait handles ~19-22% of global LNG trade (primarily Qatar and UAE exports) and
roughly one-third of global seaborne fertilizer trade, with 80-83% of flows destined for Asia.

Hormuz-dependent corridors and countries include the GCC states (Saudi Arabia, UAE, Kuwait, Qatar,
Bahrain), Iraq, and Iran. Businesses in oil & gas production/export, refining, petrochemicals,
shipping/logistics, insurance, and downstream sectors (e.g., fertilizers, power generation) in these regions or
reliant on them face acute exposure.

In early 2026, the U.S.—Israel-Iran conflict dramatically altered this landscape. Since March 4, 2026, Iranian
actions have effectively disrupted or halted most commercial shipping through the strait, with tanker traftic
dropping from ~129 daily transits to a trickle (~1 mb/d, mostly Iranian-origin). Gulf exporters have diverted
limited volumes via pipelines and overland routes, but total regional exports have plunged (e.g., Saudi ~4.4
mb/d, UAE ~2.1 mb/d, Iraq sharply lower). This has triggered oil price spikes, supply shocks to Asia, and
cascading effects on global energy, food (via fertilizers), and shipping costs.

Immediate risks for businesses: Physical attacks on vessels, insurance premium surges, route blockages,
revenue losses from curtailed exports, and secondary shocks (inflation, currency volatility in oil-dependent
economies). Long-term: Heightened geopolitical volatility, potential for prolonged closure, and accelerated

push for diversification.

Charts and Visuals (pre-crisis baseline for context; current flows are materially lower due to 2026
disruptions):

Historical Oil Flows Through the Strait of Hormuz (million barrels per day):
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Historical il Flows Through Strait of Hormuz (million barrels per day)
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Approximate Bypass Pipeline Capacities
(million b/d)
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Background on Hormuz Dependency and Research Insights

Data from the U.S. Energy Information Administration (EIA), Visual Capitalist, [EA, UNCTAD, and tanker-
tracking firms (e.g., Vortexa, Kpler) confirm the strait’s centrality. Flows declined modestly from 2022 peaks
due to OPEC+ cuts and some regional refining growth, but remained structurally vital. Alternative routes
exist but are limited: Saudi Arabia’s East-West pipeline (up to ~7 mb/d to Yanbu on the Red Sea), UAE’s
Habshan-Fujairah pipeline (~1.5-1.8 mb/d to Gulf of Oman), and Iraq’s limited pipelines/trucking options.
Spare bypass capacity was estimated at ~2.6—5 mb/d pre-crisis—far below full Hormuz volumes.

The 2026 crisis has exposed these limitations: exporters have maximized existing pipelines, but overall
volumes have collapsed, forcing production cuts, overland trucking, and rerouting. Broader impacts include
LNG/fertilizer shortages and higher global food/energy prices.

Policy Recommendations for Businesses

Businesses operating in or dependent on Hormuz corridors (energy majors, shippers, traders, insurers,
manufacturers in GCC/Irag/Iran-adjacent supply chains) should adopt a multi-layered resilience strategy.
Prioritize immediate crisis response while building long-term redundancy.
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1. Diversify Routes and Infrastructure Investment Accelerate or co-fund expansions of bypass pipelines
(e.g., support Saudi/UAE capacity increases or new cross-peninsula links). Explore overland/rail “land-
bridge” corridors and non-Gulf sourcing (e.g., U.S., Canada, West Africa crude for Asian refiners).
Lobby governments for new mega-projects like expanded East-West or additional UAE/Oman pipelines.

2.Financial and Operational Risk Management Hedge oil/LNG price volatility aggressively via futures,
options, and swaps. Secure elevated war-risk, kidnap & ransom, and cargo insurance (expect premiums
to remain high). Implement scenario planning for prolonged closure (30-90+ days) and maintain
strategic stockpiles of 60-90 days where feasible.

3.Supply Chain Resilience and Diversification For importers (especially Asian firms): Build multi-
supplier portfolios and dual-sourcing contracts. For exporters: Develop downstream
refining/petrochemical capacity in bypass locations (e.g., Red Sea or Fujairah hubs). Shipping/logistics
firms: Invest in alternative routing protocols, convoy systems, or drone/escort partnerships with naval
forces.

4.Public-Private and Diplomatic Engagement Collaborate with governments on maritime security (e.g.,
U.S./coalition patrols) and diplomatic de-escalation. Participate in industry forums (e.g., via IMO, IEA)
to advocate for freedom-of-navigation guarantees. Explore private security or armed-guard options for
high-value transits when lanes reopen.

5.Sustainability and Long-Term Adaptation Accelerate transition elements: Increase renewables/ nuclear
in Gulf power mixes to reduce domestic crude burn; invest in green hydrogen/ammonia corridors that
could use existing infrastructure. Monitor fertilizer/LNG impacts and diversify agricultural inputs
globally.

Implementation Priorities by Business Type:
» Oil & Gas Producers/Traders: Immediate production curtailment plans + pipeline capacity contracts.
« Shipping & Logistics: Real-time vessel tracking + alternative routing software.
« Downstream/Importers: Supplier diversification + inventory buffers.
« Insurers/Finance: Dynamic pricing models incorporating real-time conflict data.

In summary, while the 2026 disruptions underscore the strait’s enduring vulnerability, proactive businesses
can mitigate risks by treating Hormuz dependency as a strategic imperative for diversification. Those that
invest now in resilience will emerge stronger amid ongoing geopolitical volatility. Regular monitoring of
EIA, IEA, and tanker-tracking updates is essential.
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