
KIMKJ AI Library

The 2026 U.S.-Iran War and the Global Energy
Crisis

Table of Contents, Preface, Chapters and Appendices

Kim Kyung-jin

English PDF edition



1

The 2026 U.S.-Iran War and the Global Energy
Crisis

Kim Kyung-jin

The 2026 U.S.-Iran War and the Global Energy Crisis is an online AI Library book by Kim Kyung-jin. It
covers war, oil, the Strait of Hormuz, maritime security, energy markets, and the global
consequences of conflict.

Table of Contents

Prologue: The Night the AIS Signal Disappeared

Chapter 1: From Fire and Muscle to Coal

Chapter 2: Oil, Changing the Speed of War

Chapter 3: The Cold War, Oil, and the Middle East's Powder Keg

Chapter 4: Peace Within Grasp

Chapter 5: Twelve Hours of Operation Epic Fury

Chapter 6: Iran's Retaliation and the Gulf in Flames

Chapter 7: The War Before the War

Chapter 8: The Noose of 21 Miles

Chapter 9: Insurance Surrendered First

Chapter 10: Iran's Checkpoints

Chapter 11: The Birth of the Toll State

Chapter 12: 126 Dollars a Barrel

Chapter 13: The Limit of 400 Million Barrels

Chapter 14: Pipelines Cannot Replace the Sea

Chapter 15: Beyond Oil

Chapter 16: Empty Manila

Chapter 17: Asia's Contraction

Chapter 18: Aviation Halted First

Chapter 19: Windfalls Lost to Smoke



2

Chapter 20: The Paralysis of 40 Percent

Chapter 21: Night at the Kirishi Refinery

Chapter 22: New Grammar of Asymmetric Warfare

Chapter 23: Yuan Tolls

Chapter 24: Sanctions' Self-Destruction

Chapter 25: The Genealogy of Energy Weaponization

Chapter 26: The Extension of the Ultimatum

Chapter 27: Iran's Counteroffer

Chapter 28: No Kings

Chapter 29: The Power Grid Is the New Battlefield

Chapter 30: Data Centers, Semiconductors, and the Militarization of Power Consumption

Chapter 31: Nuclear Power's Two Faces

Chapter 32: The Decarbonization Paradox

Chapter 33: Chokepoint Economics

Chapter 34: The New Cold War Over Critical Minerals and Batteries

Chapter 35: Energy Security Redefined

Chapter 36: South Korea's Choice

Epilogue: The Day the Strait Opens, and the World That Does Not



3

Prologue: The Night the AIS Signal Disappeared

See every chapter

Next Chapter →

Friday, February 28, 2026, 10:35 a.m. Iran Standard Time. The Strait of Hormuz.

There is something called the Automatic Identification System, or AIS. Each ship broadcasts its
location, speed, direction, and cargo information over VHF radio frequencies. The signal is sent every
two to ten seconds. Coastal base stations receive this signal, satellites receive it, and monitoring
centers around the world display it as small triangles on their screens. Green for cargo ships, red for
tankers, blue for passenger vessels. On the Strait of Hormuz screen, more than one hundred vessels
typically pass through in a day, like ants in a line. One-fifth of the world's maritime oil shipments and
one-quarter of global liquefied natural gas trade pass through this twenty-one-mile waterway. In
barrels, that is twenty million barrels a day. Twenty percent of the oil Earth consumes daily.

That morning, the triangles began to disappear one by one.

Three hours earlier, at 1:15 a.m. Eastern Time on February 28, President Donald Trump had issued
the final execution order for Operation Epic Fury. Around 7 a.m. Iran Standard Time on Saturday,
Tomahawk cruise missiles launched from U.S. Central Command vessels entered Iranian airspace.
Simultaneously, B-2 stealth bombers and B-52 strategic bombers struck ballistic missile bases in
western and central Iran. The Israeli Air Force commenced its own operation, codenamed Operation
Roaring Lion, with approximately two hundred fighter jets. About nine hundred targets were hit in the
first twelve hours.

Supreme Leader Ali Khamenei died in an airstrike on his residence and office, the Leadership House.
His daughter, son-in-law, grandson, and daughter-in-law also lost their lives. Iranian Defense Minister
Aziz Nasirzadeh and Islamic Revolutionary Guard Corps Commander Mohammad Pakhpur died in
Israeli airstrikes. The Iranian government declared a forty-day period of mourning.

Hours later, the Islamic Revolutionary Guard Corps issued a warning over VHF Channel 16 to the
strait region. The message stated it would use force against all vessels attempting to pass through
the Strait of Hormuz.

London. The same day, afternoon.

In the world of maritime insurance, there is an organization called Lloyd's Joint War Committee (JWC)
that maps the risks of the world's oceans. When the JWC designates a particular sea area as a Listed
Area, all vessels passing through that area must pay an additional war risk premium on top of their
regular insurance. In peacetime, the war risk premium for the Strait of Hormuz was about 0.2 percent
of the hull value. This meant that a single very large crude carrier (VLCC) worth 150 million dollars
would pay approximately 300,000 dollars for insurance on a single transit through the strait.



4

On the afternoon of February 28, those numbers began to move. Within forty-eight hours, insurance
premiums jumped five times. 0.2 percent became 1 percent. The cost for the same VLCC to transit
rose to 1.5 million dollars. And soon after, insurance itself effectively disappeared.

Between March 1 and 2, among the twelve insurers in the International Protection & Indemnity Club
(P&I Club) group, Gard, Skuld, NorthStandard, London P&I Club, and American Club, among others,
sent notices canceling war risk insurance within seventy-two hours. These insurers, who covered 90
percent of the world's maritime shipping tonnage, declared they would cancel war risk coverage for
the Persian Gulf, the Gulf of Oman, and Iranian territorial waters.

Insurance was not canceled. To be precise, renewal under new terms was possible. What had been
an annual premium of 25,000 dollars became 30,000 dollars per week. It was roughly a sixty-fold
increase. The Lloyd's Market Association (LMA) later explained that insurance was not canceled but
rather that vessels were not moving due to safety concerns. Technically, that was correct. But from
the shipping industry's perspective, there was no practical difference between being unable to obtain
insurance and having premiums increase sixty times over.

A Greek shipowner's remark compressed the situation at the time. "There is no insurance for passing
through the Strait of Hormuz right now. No one will do it. The probability of being hit is too high. You
would have to be insane to attempt it without insurance."

It was the moment when economic blockade was completed before physical blockade.

We return to the AIS screen of the Strait of Hormuz.

On February 27, the day before the airstrikes, approximately 116 vessels passed through the strait.
On February 28, the day the airstrikes began, it decreased to 72. On March 1, according to Vortexa
satellite tracking data, four very large crude carriers transited. The previous day it had been
twenty-two. On March 4, five vessels transited the strait. On March 7, three. On March 8, two. On
March 10, two. And on March 14, the number of vessels confirmed via AIS transiting in both
directions reached zero. Zero vessels. For the first time since the war began, visible commercial
shipping movement had completely stopped on the world's most critical oil transport route.

The strait itself was not empty. About four hundred vessels sat in the Gulf of Oman. They could not
enter, could not leave, and simply waited. Major container shipping lines including Maersk,
Hapag-Lloyd, CMA CGM, and MSC suspended their transits through Hormuz. Approximately 140
container ships carrying 460,000 to 470,000 TEU of cargo were trapped in the Gulf waters.

Some vessels attempted to transit the strait at night with their AIS signals disabled. A tanker carrying
approximately one million barrels of crude oil that departed from Saudi Arabia's Jubail terminal turned
off its AIS signal around March 4. After approximately five days of dark transit, the signal reappeared
at 7 a.m. UTC on March 9. Satellite radar imagery detected a handful of vessels moving within the
strait without AIS. But it was not normal maritime transportation. It was a gamble with lives.
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On March 7, the Malta-flagged chemical tanker PRIMA was struck by Iranian drones while transiting
the Strait of Hormuz. The IRGC announced it had attacked a vessel that entered the strait despite
warnings. Three crew members went missing. In the three weeks since the war began, the Joint
Maritime Intelligence Center (JMIC) recorded twenty-three attacks on commercial vessels and
maritime infrastructure.

GPS jamming and AIS signal disruption also increased sharply. On March 4 alone, forty-four injected
signal zones and ninety-two denial areas were detected. More than 1,650 vessels were affected.
Hundreds of vessels near Fujairah and the Gulf of Oman appeared on digital maps as if clustered at a
single point. Actual locations differed from those displayed on screens. It was as though an electronic
fog had settled over the sea.

Iran had not only blockaded its own waters. Iran had gone on the offensive.

By March 5, Iran had launched more than five hundred ballistic missiles and approximately two
thousand drones. About 40 percent of the projectiles targeted Israel, and about 60 percent targeted
U.S. military bases and Gulf energy infrastructure in Bahrain, Kuwait, Qatar, Saudi Arabia, and the
UAE. The Jebel Ali port in Dubai, Camp Arifjan in Kuwait, Al Udeid Air Base in Qatar, and the U.S.
Naval Support Facility in Bahrain were struck. An Iranian projectile fell on the Crown Plaza Hotel in
Manama, Bahrain, causing civilian casualties.

When Qatar's major liquefied natural gas terminal was struck by Iranian missiles, two refining facilities
shut down. QatarEnergy declared force majeure on all export contracts. A significant portion of the
world's LNG supply faced disruption overnight. At the UAE's Fujairah port, crude oil loading was
suspended due to a drone-related fire.

Production in southern Iraq's oil fields dropped 70 percent, from approximately 4.3 million barrels per
day to 1.3 million. Exports fell to approximately 800,000 barrels, and storage facilities reached
saturation. Saudi Arabia, the UAE, and Kuwait also began reducing production because they lacked
vessels to ship oil. According to International Energy Agency tallies, by March 10, oil production from
Gulf producers had decreased by at least 6.7 million barrels per day, and by March 12, a minimum of
10 million barrels had vanished.

The IEA executive director characterized this situation as "the largest global energy security crisis in
history."

Oil prices moved.

On February 27, the day before the war, Brent crude futures were trading at approximately 72 dollars
per barrel. By Thursday, March 6, the end of the first week, they had risen to about 85 dollars. An 18
percent increase. The market was still holding back. On Friday, as expectations spread that the strait
closure would be prolonged, they rose more than 7 dollars further. Thereafter, oil prices climbed in
weekly increments. There were moments when prices approached 120 dollars, and there were days
when the market plunged 10 to 15 percent if President Trump mentioned that the war would end
soon. The market swayed with Trump's words. Traders called this jawboning.
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But an ever-widening gap existed between futures prices in financial markets and spot prices at
which actual crude was traded. Dubai crude, the spot price benchmark for Middle Eastern oil, had
risen 76 percent compared to February 27. It was more than double Brent futures' 36 percent
increase. Paper prices and actual oil arriving at ports in ships inhabited different worlds.

Over the course of March, Brent crude futures rose approximately 63 percent. It was the largest
monthly gain since Brent contracts began in 1988. The previous record was 46 percent in September
1990 during the Gulf War. WTI (West Texas Intermediate) also rose about 51 percent, posting its
largest monthly increase since May 2020. WTI exceeded 100 dollars per barrel for the first time since
July 2022.

On the last day of March, May Brent crude closed at 118.35 dollars per barrel.

This book traces where those numbers came from and where they are going.

What happened when the twenty-one-mile waterway closed did not end with rising oil prices. The
paralysis of insurance markets led to paralysis of maritime shipping, which led to production
shutdowns at Gulf oil producers, which led to saturation of storage facilities, which led to the closure
of oil fields. When oil stopped flowing, supplies of naphtha and ammonia, feedstocks for fertilizers,
were cut off. When Qatar's LNG stopped flowing, Asian power plants faced fuel shortages. As oil
prices rose, jet fuel more than doubled in price, and airlines began reducing routes.

Traffic congestion in Manila disappeared. The Philippine government, which imports 98 percent of its
oil from the Middle East, had declared a national emergency. The Thai government issued an
executive order to set air conditioners to 27 degrees Celsius or higher. In South Korea, a campaign to
reduce shower times began. In Japan, memories of the 1973 oil crisis were revived, and government
announcements appealed for restraint in buying up toilet paper.

Iran had not completely blocked passage through the strait. Vessels connected to China, Iran-flagged
vessels, and some vessels with which Iran had negotiated were permitted to transit. Passage fees
were millions of dollars per vessel. The settlement currency was not the dollar but the yuan. A new
maritime economic order was emerging over the twenty-one-mile waterway, excluding U.S. allies and
permitting China.

This book begins with the AIS signal that disappeared that night and follows the events that unfolded
around the world after the signal vanished.

How the physical blockade of the Strait of Hormuz transformed into an economic blockade of
insurance markets. How the oil price spike spread into a fertilizer crisis and how that spread into a
food crisis. What cracks appeared in dollar dominance as Iran began accepting yuan for passage
fees. How the war started by America led to a paradox that weakened American financial dominance.
How the fire burning in the Gulf interlocked with Ukraine's drone war. How oil at 118 dollars per barrel
shook American domestic politics.
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And at the end is South Korea. A nation dependent on imports for 92 percent of its energy, much of
which passes through the Strait of Hormuz. What this crisis asks of us.

Following the flow of energy reveals the causes of war. Following the consequences of war reveals
the reshaping of energy order.

From that night when the triangles on the AIS screen disappeared one by one, the story begins.

Lawyer Kim Kyung-jin, AI Expert

Specializing in AI legal policy. Former member of National Assembly. Author of numerous works.

If this book has stayed with you, even briefly, please support the publication of the next story.

(Voluntary support appreciated. Nonghyup Account 302-1096-0948-81, Account Holder: Kim
Gyeong-jin)

See every chapter

Next Chapter →

Attorney · Former Member of the National Assembly · AI Policy Researcher

kimkj.com

© 2026 Kim Kyung-jin. All rights reserved.

#KimKyungjin #AILibrary #2026USIranWarandGlobalEnergyCrisis



8

Chapter 1: From Fire and Muscle to Coal

← Previous Chapter

See every chapter

Next Chapter →

1.1 Mobility More Important Than Manpower

In the spring of 334 BCE, when Alexander the Great crossed the Hellespont, his army numbered
sixty-five thousand. It was a vast human procession mixing cavalry, infantry, physicians, prophets,
poets, prostitutes, harp players, Babylonian astrologers, and Phoenician merchants. The problem
that confronted this procession the moment it opened its eyes each dawn was not the armies of the
Persian Empire. It was grain. Approximately 122,000 kilograms of grain consumed daily by soldiers,
horses, and mules combined. Water was another matter. Before these numbers, the genius of tactics
and the superiority of weaponry became secondary concerns.

The energy that dominated warfare before the Industrial Revolution was 'muscle'. Human muscle,
horse muscle, ox muscle. To operate this biological energy required calories, and calories meant
food. A single Roman legionary required approximately three thousand calories daily to carry out a
day's march and combat. An amount equivalent to about eight hundred thirty grams of wheat. To feed
a single Roman legion of forty-eight hundred soldiers for just one week required about six kilograms
of grain per soldier, or approximately twenty-nine tons for the entire legion. Adding water, wine, and
olive oil only increased the weight immeasurably.

Here a fatal contradiction was embedded. The animals that transported food consumed food
themselves. A military horse's daily fodder consumption was eight to twelve kilograms. Far more
calories than a human. Hay was bulky, spoiled easily, and was difficult to transport in large quantities.
Since the draft animals pulling supply wagons had to put a portion of their cargo into their own
stomachs every day, the longer the supply line, the less food arrived for the soldiers. In logistics, this
is called the 'Tyranny of Distance.' Beyond a radius of roughly one hundred fifty kilometers from a
supply depot, the amount consumed by the animals begins to consume the amount the animals
carry. No matter how large the supply unit grows, this arithmetic does not change.

That is why the armies of antiquity plundered. Graced with the genteel name of 'Foraging', the reality
was stripping the farmland along their path bare. Armies were like locusts. If they lingered in one
place, they exhausted all the food in the surrounding area, so to survive they had to move constantly.
This is why Alexander's army, marching twenty-two thousand kilometers, could never remain in any
place for more than a month. Behind the brilliant exterior of a conquest campaign lay the ecology of a
large predator pack, moving in search of food.

The supply innovation that Philip II, Alexander's father, introduced to the Macedonian army was
precisely the optimization of this energy mathematics. He reduced slow ox carts and made horses
and mules the mainstay of supply transport. He required each soldier to carry his own equipment and
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several days' provisions. By reducing the tail, he increased the mobility of the teeth. Alexander added
one more element to this. He moved a fleet in parallel along the coastline to bring grain from the sea.
He had combined wind, a free energy, with supply transport. Water routes and maritime transport
were overwhelmingly more energy-efficient than overland transport. What took dozens of carts to
move overland, a single barge could carry.

The Mongol Empire represents another case where the efficiency of biological energy was pushed to
the extreme in a different direction. Mongol warriors did not pull slow supply wagons. Instead, each
warrior led three to five horses. The Mongol pony could survive on nothing but the dry grass of the
Central Asian steppes, an organism with extraordinarily high energy conversion efficiency. The
warriors drank mare's milk, and in urgent circumstances, stabbed horses' neck veins and drank their
blood. Horses were a means of movement, a combat platform, and a mobile food storage unit. With
no need for supply lines from the rear, Mongol armies could strike the enemy's rear at a speed that
settled peoples' armies could not imagine. Records indicate that daily maneuvers of more than one
hundred kilometers were possible, a figure comparable to twentieth-century mechanized units.

The common point in all these examples is one: the outcome of warfare was determined not by valor
on the battlefield but by the ability to reach the battlefield. No matter how elite an army, if it starves
before arrival, it is finished. The extreme evidence is Napoleon's 1812 Russian campaign. Leading a
force of six hundred thousand toward Moscow, Napoleon's supply line stretched approximately nine
hundred kilometers from its western end to its eastern end. The Russian army, as it retreated, burned
the grain in the fields and poisoned the wells. Scorched Earth tactics. Napoleon's army died more
from hunger and cold than from enemy bullets. Of the six hundred thousand who entered, fewer than
one hundred thousand returned alive. What defeated Russia was not the Russian army but Russia's
winter, and the essence of winter was the depletion of energy, food and heating fuel.

That is why, when you reread the military history of antiquity and the Middle Ages from the
perspective of energy, a larger picture hidden behind the scenes of combat becomes visible. The
Roman legions could conquer the Mediterranean world not because their swordsmanship was
superior but because they possessed a logistics system capable of transporting grain ceaselessly
through maritime supply routes. Hannibal, though he ravaged Italy for fifteen years while crossing the
Alps, could not capture Rome because supplies from the Carthaginian homeland were cut off.
Genghis Khan's Mongols conquered Eurasia not merely because their archery was superior but
because they possessed a self-contained energy system that moved without supply lines.

War was ultimately mathematics of energy. How efficiently could one produce, transport, and
consume calories? The side that won this mathematics won on the battlefield as well.

1.2 War That Devours Forests

In July 1588, the sails of the Spanish Invincible Armada unfurled across the English Channel. One
hundred thirty ships, thirty thousand men. The collapse of this vast armada before the English
Channel winds and Francis Drake's fire ships is widely known. There is a lesser-known story: what
happened in the forests of the Iberian Peninsula to build the Invincible Armada.
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An entire forest enters into a single warship. The construction of one One Hundred Ten-gun First
Rate Ship of the Line in eighteenth-century British Navy required approximately six thousand oak
trees. A forest equivalent to thirty to forty hectares. And not just any oak, but mature oak trees over
eighty to one hundred twenty years old. To create the curved surfaces of the hull required wood that
had grown naturally bent at specific angles, and the masts required pine trees over thirty meters tall
and perfectly straight. The six thousand oaks that went into HMS Victory alone, a single Victory was
an entire great forest.

In 1790, the British Navy possessed approximately three hundred warships. The construction of this
fleet consumed a minimum of one point two million oak trees, according to estimates. Considering the
average twelve-year service life of a vessel, tens of thousands of new oak trees were needed
annually. In the late eighteenth century, the British Navy's annual consumption of oak was fifty
thousand loads. An amount that amounted to nearly one quarter of England's entire timber demand.

From the Age of Exploration to the Napoleonic Wars, timber occupied the exact position that oil
occupies today. It was both a building material and an energy source. To melt iron and cast cannons
and gun barrels required charcoal, and producing one ton of wrought iron consumed approximately
fifty cubic meters of timber. An amount matching the annual growth of about ten hectares of Northern
European forest. The dual demand of naval construction and weapons production gnawed at
Europe's forests from both sides.

That England's forests began to decline was not the Navy's fault alone. Several factors combined:
expansion of farmland, livestock raising, and tannin extraction for leather tanning. Historical
ecologists like Oliver Rackham pointed out in a 1990 publication the exaggeration in the traditional
claim that shipbuilding destroyed England's forests. Trees regenerate. England's forest management
was more systematic than one might think. Yet at the same time, eighteenth-century documents
record that England's oak supply capacity was gradually declining and import dependence was rising.
One indisputable fact is that it became increasingly impossible for England to meet the timber
demands of its Navy from within the British Isles alone.

The geopolitical reverberations created by this timber shortage were enormous.

England turned its eyes toward Scandinavia and the Baltic coastline. In the eighteenth century, the
British Crown dispatched diplomats to the timber-rich nations of the Baltic to secure stable supplies of
naval stores, timber, pitch, tar, and hemp for rope, while simultaneously blocking access by
competitor nations like France. Between 1800 and 1815, during the Napoleonic Wars, three military
clashes erupted over these naval materials. In 1801 alone, England imported one thousand one
hundred eighty-six masts from the Baltic and one hundred ninety-eight masts from North America. A
maritime empire that could no longer build warships from its own trees waged diplomacy and war to
secure forests on the opposite side of the globe.

North America became the central stage of this 'timber geopolitics'. The White Pine of New England
was the mast material the British Navy craved. Straight, tall, light yet strong, this wood was superior in
quality to Baltic pine. The 1691 Massachusetts Bay Charter included a 'Mast Preservation Clause'. All
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pine trees with a diameter of twenty-four inches or larger were declared royal property. This clause,
which prevented colonial subjects from cutting trees that grew on their own land, would later become
one of the sparks of the American Revolution.

Looking at the structure of this contest over timber, it bears a striking resemblance to the geopolitics
of oil that would revolve around petroleum in the twenty-first century. When one's own resources are
depleted, they must be secured from abroad. Military force is needed to protect supply routes for
overseas resources. One must block competitors from accessing the same resources. If resource
supplies are cut off, military power itself becomes paralyzed. An empire that lost the forests lost the
seas, and an empire that lost the seas lost the world.

Wind was the hidden power of this era. Sailing fleets used wind, a free energy, to cross great oceans.
Distances the human muscle or animal strength could never traverse were opened by wind. Spain,
Portugal, the Netherlands, and England could pioneer colonies across the globe because they
possessed sailing vessels, wooden structures that captured wind energy.

Yet wind had a fatal limitation: it did not always blow. Wind does not blow at human will. When
headwinds blow, navigation is impossible, and when trapped in a windless area, one must drift on the
sea for days or weeks. In naval combat, the side that secured the windward position first held
advantage, and this natural variable could not be fully controlled even by an admiral's tactical genius.
Wind granted freedom, but that freedom always bore the shackle of nature's capriciousness.

Coal shattered this shackle.

1.3 How the Steam Engine Changed the Battlefield

In June 1866, war broke out between Prussia and Austria. Helmuth von Moltke, Prussia's Chief of
Staff, had already created the conditions for victory before the war even began. With railroads.

Moltke was someone who grasped the military potential of the railroad early. He was an early investor
and director of the Berlin-Hamburg Railway and published a paper in 1843 on 'What to Consider in
Choosing a Railroad Route.' Before Prussia even built its first railroad, he urged the General Staff to
support railroad construction militarily, and later established a 'Railway Section' within the General
Staff itself. According to one contemporary account, Moltke always consulted a German railroad
timetable when making important decisions.

In the war with Austria, Moltke activated five railroad lines running simultaneously from various
Prussian provinces toward the southern border. The time it took for each corps to move from their
peacetime stations to the border was merely days. Approximately two hundred thousand soldiers and
fifty-five thousand military horses were loaded onto railroads and transported to the front. While the
Austrian army had not yet completed its concentration, the Prussian army was already in battle
formation.

Four years later, in 1870, in the Franco-Prussian War, this railroad mobilization system became even
more refined. Moltke moved thirteen corps along nine Prussian and German railroad lines. On each
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line, a committee with military and civilian administrators was positioned to oversee transport. Civil
train service was suspended, and following a complex timetable, approximately five hundred
thousand soldiers, military horses, cannons, and equipment arrived at concentration areas within
eleven days. France, too, possessed more railroads and more locomotives than Prussia. According
to military historians, France was not behind in physical infrastructure. What France lacked was what
Moltke possessed: a General Staff system that integrated railroad operation into comprehensive
mobilization and operational plans. The combination of a machine, railroad infrastructure, and the
system, software, to operate it according to war needs. This was Prussia's decisive advantage.

Changes on the sea were equally significant. Steam-powered ships began replacing sailing vessels
from the mid-nineteenth century onward. The Naval Battle of Navarino in 1827 was the last major
naval engagement fought purely with sailing vessels. In the Crimean War (1853-1856), steam
warships demonstrated the mobility freed from the variables of wind and tide. Steam engines
operated regardless of wind or absence of wind, regardless of headwinds. The centuries-old axiom in
naval tactics, 'seize the windward', became meaningless overnight.

Yet the steam ship imposed a new shackle: coal. Sailing vessels used infinite wind energy, but once
a steamship ran out of coal, it became a heap of scrap metal. Unlike the self-sufficient sailing vessel,
a steam warship had to be regularly resupplied with coal to stay afloat. The geopolitical change this
fact created was enormous.

The British Empire possessed the world's highest quality Welsh steam coal. The British Admiralty
tested coal from across the world and concluded that Welsh coal surpassed all other coal in heat per
ton, combustion cleanliness, and storage durability. Possessing the finest fuel, Britain constructed a
massive infrastructure that stockpiled this fuel in advance at strategic points across the world's
oceans. Gibraltar, Malta, Port Said (Suez), Aden, Colombo, Singapore, Hong Kong, Bermuda, the
Falkland Islands, Saint Helena. The British Empire's network of coaling stations wove the entire world
together like a single chain. In the words of one maritime historian, the maintenance and
management of coaling facilities was the hidden foundation of British global maritime supremacy.

The geography of coaling stations was the geography of empire. Losing a harbor with coaling
capacity reduced a navy's operational range, and securing a coaling station opened the sea. One
reason for fierce diplomatic contests over small islands or harbors of unclear strategic value in the
late nineteenth century's scramble for colonies was the necessity of coal supply. During the
Russo-Japanese War (1904-1905), the worst hardship the Russian Baltic Fleet endured during its
eighteen thousand nautical mile voyage from Europe to the Far East was not the Japanese Navy but
the refusal of coal supply from ports in each country, mindful of Japan, Britain's ally. A fleet wandering
in search of coal arrived at the Tsushima Strait already exhausted.

Coal's revolution on land was not limited to railroads. Coal powered factories, and factories stamped
out weapons. Machine guns, rapid-fire rifles, multi-shot artillery, tens of thousands of kilometers of
barbed wire. These weapons created by the Industrial Revolution could not exist without coal energy.
Coal heated the furnaces of steel mills, steel from the furnace became gun barrels and artillery shells,
and those guns and artillery were loaded onto trains and sent to the front. The entire process of war
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became an industrial chain connected by a single energy source: coal.

The complete form of this chain was the 'Total War' of World War I. Total War is a system that
mobilizes not just soldiers on the front line but everything in the rear for war. Coal miners extract coal,
coal moves trains, trains transport steel, steel becomes artillery shells sent to the front. Conscripted
soldiers are loaded onto trains and arrive at the front, and when they fall, soldiers conscripted again in
the rear are loaded onto trains to replace them. The defending side, transported by train faster than
the attacker could replace losses, was reinforced more quickly. Both sides poured unlimited supplies
and manpower by rail onto the Western Front, which became deadlocked, and millions died in the
trenches.

The scene on the day the German mobilization order was issued in August 1914 compresses the
essence of this total war. Kaiser Wilhelm II approved mobilization on August 1. From that moment,
everything began to move according to the railroad timetable. The General Staff, led by little Moltke,
the nephew of the original Moltke, mechanically executed mobilization plans prepared over decades.
Millions of reservists received conscription notices and boarded trains at designated stations. When
the Kaiser later asked whether the war could be limited to fighting Russia alone, little Moltke replied
that the railroad mobilization system already in motion could not be halted. General Hermann von
Staab, the Chief of the Railroad Section, later claimed it could have been technically possible to
reverse course, but in the reality of that moment, the railroad timetable was stronger than diplomacy.

This is the ultimate change that coal and the steam engine brought to warfare. War began to operate
by the inertia of machines rather than human will. Once a mobilization system is activated, neither
politicians nor generals can easily halt it. The speed at which railroads transported troops exceeded
the speed at which diplomats exchanged telegrams. In the words of one military historian, the
extinguishing of the lights across Europe in 1914 was the result of the military-technological logic
established by Moltke in 1866 encroaching upon the supremacy of politics.

In the age of muscle, what limited the scale of war was food. An army could only be as large as it
could feed, and could only advance as far as food supplies reached. In the age of timber and wind,
what expanded the scope of war was the forest and the wind, but the capriciousness of the wind and
the slow growth rate of trees imposed constraints.

Coal shattered all these constraints. Suddenly, vast quantities of compressed solar energy from
hundreds of millions of years underground could be extracted and used all at once. An age of
industrial warfare dawned where coal powered railroads, railroads transported troops, and factories
stamped out weapons. Wars became faster, larger, and lasted longer. Battlefields that once saw tens
of thousands expanded to fields of hundreds of thousands, and battles that once lasted days
transformed into years of attrition.

Yet the age of coal was already coming to an end. As the twentieth century opened, a new fuel
appeared on the stage of war, one with higher energy density than coal, easier to transport, and
capable of moving machines faster. In 1911, Britain's First Sea Lord Jacky Fisher and Naval
Secretary Winston Churchill made the decision to convert the British Navy's fuel supply for capital
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ships from coal to oil. Britain possessed the world's finest coal within its borders, but not a drop of oil.
This decision drew Britain toward the Middle East, toward the establishment of the Anglo-Iranian Oil
Company (later BP), and into the twentieth century's greatest powder keg: the geopolitics of the
Persian Gulf.

From muscle to timber, from timber to coal. Each time the energy source changed, the grammar of
warfare changed. And the shift from coal to oil would shake the grammar of warfare once again, on a
scale incomparable to anything before. That story begins in Chapter Two.
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Chapter 2: Oil, Changing the Speed of War
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See every chapter

Next Chapter →

2.1 From Coal to Oil

In October 1911, thirty-seven-year-old Winston Churchill entered the office of First Lord of the
Admiralty. On his desk lay a report on German Imperial Navy's warship construction plans. Germany
was launching new battleships every year, and Britain's dominance at sea was being eroded at a
visible pace. The question Churchill faced was straightforward: how to build warships that were
faster, stronger, and could travel farther than Germany's?

The answer was not coal.

The coal of Wales had sustained Britain's naval supremacy in the nineteenth century. Major ports
worldwide had coal supply depots, and the British Navy was a giant steam fleet sailing across this
web. Coal was a resource buried infinitely beneath British soil, so from a security perspective, there
was no more reliable energy source. Britain was the world's largest coal producer, and coal was the
physical foundation of the empire.

But beside Churchill was Admiral John Fisher. As First Sea Lord from 1904 onward, Fisher was
known within the navy as the "Oil Maniac" for his relentless push toward oil power. Fisher had
conducted an oil combustion test on the destroyer HMS Hannibal in 1903, and by 1904, he had
turned HMS Spiteful into the first oil-only destroyer. Submarines and destroyers already used oil, but
the idea of using oil in capital ships that decided the fate of nations sounded like "madness" within the
Navy. This was because not a single drop of oil was produced on British soil.

In 1912, Fisher sent Churchill a letter: "What you want is a super-fast warship. All oil. Don't cling to
armor plates. That is truly foolish! The only means of defense is one thing, and one thing alone:
speed!"

Churchill posed a question to the Naval War College: what level of speed would be needed to
overwhelm the maneuvers of the German High Seas Fleet? The answer came back: 25 knots. This
was 4 knots faster than 21 knots, the limit of coal-powered battleships. Churchill later recalled:
"Without oil, we could not have achieved the power needed for that speed."

So the gamble began. On June 15, 1912, the British Admiralty approved construction of the Queen
Elizabeth-class, the next flagship battleships. These warships were designed as pure oil-only vessels,
burning not a single speck of coal. Five ships were built, and the first, HMS Queen Elizabeth, was laid
down on October 21, 1912. Displacement: 31,500 tons, eight 381-millimeter (15-inch) guns, designed
speed: 25 knots. It was faster, stronger, and could travel farther than any warship afloat at that time.
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Why oil defeated coal can be explained in the language of thermodynamics.

At the same weight, oil has twice the energy density of coal. This means you could travel twice as far
with the same size fuel storage space. Speed also increased. The Queen Elizabeth-class, powered
by twenty-four Yarrow oil-fired boilers and Parsons steam turbines, produced 56,000 horsepower and
surpassed the previous Iron Duke-class's 21 knots by 4 knots.

Supply methods changed. Coal-powered warships had to dock in ports and spend days loading coal.
In that process, hundreds of stokers wielded shovels to move coal, and the hull became covered in
black dust everywhere. Oil was different. Connecting a pipe was all it took. Refueling at sea from
tankers was possible while underway. By Admiral Fisher's calculation, the switch to oil cut the number
of stokers in half, and this workforce could be reassigned to gun turrets and ammunition magazines.
At the time, the British Navy's most serious concern was a shortage of trained sailors, so oil was also
a solution to the manpower crisis.

Concealment ability differed too. Coal-powered warships belched columns of black smoke from their
funnels. Enemy positions were exposed from tens of kilometers away. Oil burned cleanly with almost
no smoke, and this was a decisive tactical advantage.

All these advantages came at a price. Britain was the world's largest coal holder, but it produced not a
single drop of oil. The fuel that moved the imperial heartbeat was buried beneath another nation's
soil. This was the fatal dilemma hidden in Churchill's gamble.

Churchill confronted this dilemma head-on. On July 31, 1912, he established the Royal Commission
on Fuel and Engines. Admiral Fisher served as chairman. The commission members were filled with
experts in oil, geology, and naval engineering. Over three years, the commission submitted three
confidential reports, and the conclusion was clear: oil supplies are sufficient. However, large-scale
storage facilities must be built during peacetime, and supply sources must be diversified.

The decisive measure came in 1914. The British government purchased a 51 percent stake in the
Anglo-Persian Oil Company for 2 million pounds. This company, after discovering vast oil fields in
Masjed Soleyman in southwestern Persia (present-day Iran) in 1908, had built the world's largest oil
refinery of the time in Abadan. The transaction condition was that the company would supply 40
million barrels of oil to the Navy over twenty years. The British government essentially nationalized an
oil company. This company later changed its name to the Anglo-Iranian Oil Company, and then
changed its name once more to BP.

A paradoxical structure emerged: to maintain dominance at sea, Britain had to advance into the
deserts of the Middle East. The moment the British Navy's lifeline was tethered to Persian Gulf oil
wells, the Middle East became a permanent powder keg of great power geopolitics. To understand
why the Strait of Hormuz remains the chokehold on the world economy today, one must return to
Churchill's decision in 1912. The moment oil became the fuel of war, the lands where oil flowed could
only become battlefields.
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The oil revolution did not stop at sea. On land, another massive tectonic shift was occurring through
the internal combustion engine.

The steam engine had a fatal physical limitation. It required massive boilers, large quantities of water,
and coal, making it impossible to mount on anything but trains or large ships. Military movement was
bound to fixed railroad lines. In places without railroads, armies still had to rely on horses and human
legs.

The internal combustion engine, which generated power by burning gasoline and diesel, was small
and light. This engine rode onto carriages and became trucks, wrapped itself in armor and added
caterpillar tracks to become tanks, and fitted itself with wings and flew into the sky as aircraft. The
space of war expanded from the one-dimensional realm of railroads and trenches to the
three-dimensional realm of plains and sky.

The First World War was the first to demonstrate the power of the internal combustion engine on the
battlefield. In September 1914, when the German Army advanced to fifty kilometers outside Paris, the
French Army made an emergency requisition of hundreds of Renault taxis in Paris and transported
6,000 reserve troops to the front lines at night. It was not the cavalry but the internal combustion
engine mounted on civilian automobiles that turned the tide of the Battle of the Marne. In the later
stages of the war, British tanks trampled trenches and barbed wire and broke through, while in the
sky, propeller-driven fighter aircraft performed reconnaissance and bombing.

After the war, British Foreign Secretary Sir George Curzon said: "The Allies sailed to victory upon
waves of oil."

Coal moved trains. Oil moved tanks, trucks, and aircraft. The age of cavalry had ended. How quickly
and how far armies could move was now determined by the quantity of oil and the output of internal
combustion engines. The speed of war had changed.

2.2 The Real Victory and Defeat in Two World Wars

The textbook narrative of the Second World War goes like this: the ideological clash between fascism
and democracy, the tactical genius of great generals, the Normandy landings and the heroic battles
of Stalingrad. But when you look through the lens of energy at the internal structure of the war, a
completely different landscape unfolds.

In 1939, the world's oil map was extremely asymmetrical. The United States was an overwhelmingly
dominant oil empire, producing more than 60 percent of the world's crude oil output. Oil wells in
Texas, Oklahoma, and California spewed forth millions of barrels daily. The Soviet Union, centered
on the Baku oil fields, was the world's second-largest oil producer. These two countries formed the
core of the Allies.

The condition of the Axis powers on the other side was miserable. Germany produced no oil. Japan
produced no oil. Both nations had to import oil, and without it, not a single tank or fighter could move.
The Second World War began with this asymmetry and ended with it.
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Let us look at Japan's story first.

Until July 1941, the Japanese Empire was importing more than 80 percent of the oil it needed from
the United States. It was buying the blood that moved its own military from a potential adversary.
Domestic synthetic fuel production amounted to only 3 million barrels annually, and more than 90
percent of the rest depended on imports.

From 1937 onward, Japan had been invading China and waging all-out war. In 1940, with the consent
of the Vichy French government, Japan occupied French Indochina (present-day Vietnam). Initially,
the United States restricted the export of scrap metal and aviation fuel. But when Japan advanced
into southern Indochina in July 1941, President Roosevelt played his final card. On July 26, Japan's
assets in the United States were frozen in full. Oil exports were banned entirely. Britain and the Dutch
East Indies (present-day Indonesia) joined in.

In one stroke, Japan lost 88 percent of its oil imports.

The Naval Ministry reported to Emperor Hirohito: the time they could last on stockpiled oil was
approximately eighteen months. Half that if they went to war. Japan had to choose: either surrender
or march toward where the oil was.

The oil lay to the south. The oil fields of the Dutch East Indies were producing 65 million barrels
annually as of 1940. But to occupy the Dutch East Indies, they first had to neutralize Britain's
Singapore base and America's Philippine base. If the U.S. Pacific Fleet sailed out from Hawaii,
Japan's southern campaign would be vulnerable to a flanking attack.

On the morning of Sunday, December 7, 1941, the Japanese Navy launched an aerial attack on Pearl
Harbor. The Pacific War had begun. The direct cause of the start of the war was the American oil
embargo. Japan's huge resource plunder campaign as it surged southward in search of oil. That was
the true essence of the Pacific War.

In the early stages, Japan swiftly seized the oil fields of Southeast Asia. But transporting oil from
those fields to the Japanese mainland and front lines was an entirely different matter. Thousands of
kilometers of sea routes became hunting grounds for American submarines. The U.S. Navy
unleashed submarines across the Pacific and systematically sank Japanese tankers and transport
vessels. As tankers sank in succession in the South China Sea and Philippine waters, an odd
situation emerged: oil overflowed from the wells, but fuel was in short supply at the homeland and
fleet.

By the end of the war, Japan's fuel shortage reached a dire state. As aviation fuel to fly aircraft ran
dry, training flight hours for newly enlisted pilots were slashed to extremes. Sending less-experienced
pilots to the battlefield was tantamount to a death sentence, and eventually, kamikaze suicide
attacks, fueled only for a one-way journey, became institutionalized. In April 1945, when Yamato, the
largest battleship in history, was deployed in the defense of Okinawa, what remained of the Japanese
Navy's fuel allowed only a one-way voyage. It was a sortie with no oil to return. Yamato was hit by
bombing from the U.S. Navy air force and sank in the East China Sea.



19

An empire without oil ended in this way.

Germany's trajectory was no different. Only the path was different.

Blitzkrieg, Adolf Hitler's military invention, was a tactic where armored divisions pierced the enemy's
defense lines and executed flanking maneuvers hundreds of kilometers away. This tactic consumed
enormous quantities of fuel. Since Germany produced no oil, it relied on two things. One was the
Ploiești oil fields in Romania, the lifeline that supplied about 60 percent of German crude oil. The
other was coal liquefaction technology. Called the Fischer-Tropsch process, this technology extracted
synthetic fuel from coal. Large-scale synthetic fuel plants like Leuna operated throughout German
territory.

But as the war expanded across Europe, fuel demand grew geometrically, and supply could not keep
pace. When Hitler embarked on the invasion of the Soviet Union in June 1941 (Operation
Barbarossa), his ultimate objective was not Moscow. It was the Baku oil fields in the Caucasus
region. Baku was the heartbeat of Soviet oil production. Hitler told his staff: "If we do not obtain the oil
of Baku, we must lose this war."

The German Sixth Army became stuck at Stalingrad, the gateway to Baku. The Battle of Stalingrad,
which lasted from August 1942 to February 1943, is recorded as the turning point of the Second
World War. The Sixth Army was annihilated, and the Baku oil never fell into German hands. General
Erwin Rommel on the African front likewise overwhelmed the British Army tactically, but as his supply
line was cut and his tanks ran out of fuel, he retreated. What decided the battle in the desert was not
the general's genius, but the fuel gauge.

The final stage of war teetered between tragedy and comedy. In December 1944, Hitler made one
last desperate gamble on the western front. The Ardennes Offensive, also known as the Battle of the
Bulge. German armored units tried to break through Belgium's forests and seize Allied supply bases.
Capturing the Allies' fuel stores was one of the operation's key objectives. The plan was simple:
lacking their own fuel, they would steal the enemy's. The offensive succeeded initially, but the Allies
had destroyed their fuel depots beforehand or moved them to safety. Tiger and Panther tanks, their
fuel exhausted, were abandoned along the forest paths of the Ardennes. The world's most powerful
heavy tanks had become worthless scrap metal without fuel.

The picture on the Allied side was entirely different.

America was producing over 60 percent of the world's oil from Texas, Oklahoma, and California.
America's capacity to wage war, built on this oil, was something the Axis powers could never match.
While fighting a two-front war in both Europe and the Pacific, America also supplied vast quantities of
matériel to Britain and the Soviet Union through the Lend-Lease Act. A substantial portion of that aid
consisted of oil and petroleum products.

The 100-octane high-quality aviation fuel supplied by America filled the tanks of the British RAF's
Spitfires and the U.S. Army Air Forces' P-51 Mustangs. Without this fuel, victory in the Battle of Britain
and air superiority over German skies would have been impossible. To safely transport oil within the
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mainland while avoiding German U-boats in the Atlantic, America rapidly constructed a massive
pipeline spanning from Texas to the eastern seaboard: 24 inches in diameter and 2,100 kilometers
long, nicknamed the Big Inch. War demanded oil, and America answered with oil.

The true victor of World War II was not decided by generals' tactics. It was America's endless oil
fields crushing Germany's synthetic fuel plants and Japan's depleted fuel reserves through sheer
volume. A tank without oil was nothing but heavy scrap metal, and a fighter without fuel was a sitting
target in the sky. The outcome of the war was determined not on the battlefield but in the oil fields.

2.3 The Decisive Effect of Bombing Petroleum Facilities

As World War II unfolded, military strategists reached a harsh realization about the arithmetic of war.

Destroy one hundred enemy tanks on the battlefield, and the enemy manufactures one hundred more
in its factories. But destroy a single enemy refinery, and one thousand of the enemy's tanks cannot
move. The fact that targeting fuel is far more effective in deciding the outcome of war than targeting
weapons became the core logic of strategic bombing.

On the European front, the Allies focused on two primary targets.

First, the Ploiesti oilfields in Romania. This was the heart of Germany's crude oil supply, providing
roughly 60 percent of Germany's crude and producing about 40 percent of the German military's fuel.
Nine refineries were scattered around the city like coral reefs, and their distillation towers, cracking
units, boiler rooms, and storage tanks had to be destroyed with precision to shut down operations.

On August 1, 1943, the U.S. Army Air Forces launched 178 B-24 Liberator bombers from Benghazi,
Libya. Code-named Operation Tidal Wave. After flying 1,900 kilometers, they would drop their bombs
at extremely low altitude, between 60 and 240 meters,an audaciously unconventional operation for
the time. But clouds and navigation errors scattered the formation, and German air defense
commander Colonel Alfred Gerstenberg, having previously decrypted American codes, had
positioned 88-millimeter antiaircraft guns, barrage balloons, and fighter aircraft in readiness.

The result was devastating. Fifty-four bombers were shot down or failed to return, and 532 crew
members were killed, captured, or missing,the highest proportional loss rate of any U.S. Army Air
Forces operation in Europe. That day became known as Bloody Sunday. Forty-two percent of the
refinery's cracking units and 40 percent of its refining capacity were destroyed, but Germany
mobilized forced laborers to repair the facilities within weeks and brought idle equipment online,
restoring production to its original levels.

Operation Tidal Wave was tactically close to a failure. But the lesson it left behind was clear:
petroleum facilities must be attacked with precision, repeatedly, and relentlessly. In the spring of
1944, the Allies put that lesson into practice.

Second, synthetic fuel plants on German soil. This was the real knockout blow.
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On May 12, 1944, bombers of the U.S. Eighth Air Force struck the synthetic oil plant at Leuna in
central Germany. Leuna was Germany's largest facility for producing synthetic fuel from coal using
the Fischer-Tropsch process and Bergius hydrogenation.

Germany's Armaments Minister Albert Speer said he would never forget that day. "On May 12, 1944,
the outcome of the technological war was decided." He reported to Hitler: "The enemy has struck our
weakest point. If they persist in this course, we will soon lose any significant fuel production capacity."

The Allies did persist.

The numbers speak for themselves. The synthetic fuel plants' monthly production was 316,000 tons
before the attacks. By June 1944 it had fallen to 107,000 tons. By September it had collapsed to
17,000 tons. Aviation fuel production plummeted from 175,000 tons in April to 30,000 tons in July and
just 5,000 tons in September. On June 30, 1944, Speer wrote to Hitler: "By June 22, our aviation fuel
losses had reached 90 percent."

These numbers paralyzed the entire German military. The Luftwaffe could no longer put fighters in
the sky. Germany had developed the Me-262, the world's first jet fighter, only to leave it grounded in
hangars for lack of fuel. With no aviation fuel to train new pilots, training hours were cut to the bone.
Final engine test runs were reduced from two hours to thirty minutes. In May 1944 alone, the
Luftwaffe lost 489 trained pilots, but training schools produced only 396 replacements. Losses
outpaced replacements. The Luftwaffe was disarmed not by fighters but by the absence of fuel.

On the ground, the panzer divisions came to a halt. After the summer of 1944, German armor
operations became increasingly constrained by fuel shortages. During the Ardennes Offensive in
December 1944, Germany's fuel reserves were already insufficient to sustain the operation.
Capturing Allied fuel depots was part of the operational plan, but it failed. In early 1945, to contain the
Soviet forces at the Baranow bridgehead on the Vistula River, Germany massed 1,200 tanks. But
these tanks, starved of fuel, could not move and were pushed back by the Soviet offensive.

Speer's March 1945 report was the final diagnosis: "The German economy will face inevitable
collapse within four to eight weeks."

On the Pacific front, severing Japan's oil supply routes followed the same principle.

The U.S. Navy's submarine fleet made Japanese tankers its primary target. One by one, tankers
were sunk along the shipping routes from Southeast Asia to Japan's homeland, in the South China
Sea, the Taiwan Strait, and the Philippine waters. Japan was pumping oil from the southern oilfields,
but it could not transport that oil to the homeland.

Late in the war, Japan's aviation fuel stocks ran dry. Pilot training was reduced to bare minimums,
and this became the institutional backdrop of the kamikaze attacks. The strategy of carrying only
one-way fuel and crashing into enemy ships was born from the tragic reality that return was
impossible without fuel.
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And this lesson repeats itself precisely in the twenty-first century.

In the Ukraine-Russia war, instead of directly confronting Russian tanks and artillery on the front
lines, Ukraine struck deep into Russian territory's energy infrastructure with long-range kamikaze
drones. The Ust-Luga and Primorsk terminals, the critical Baltic Sea oil export ports near Saint
Petersburg, the Yaroslavl refinery, one of Russia's top five, along with the Ryazan refinery near
Moscow and the Tuapse refinery in the south, were engulfed in flames one after another. Russia's oil
export capacity was severely crippled, and Russia, one of the world's largest oil exporters, found itself
facing shortages of gasoline and diesel for domestic consumption.

In the 2026 Iran war, the core targets were not military installations but energy infrastructure. Iran
struck Kuwait's Mina Al-Ahmadi refinery, Saudi Arabia's Yanbu refinery, the UAE's Fujairah port, and
Qatar's Ras Laffan LNG facility. The United States targeted Kharg Island, which handles 90 percent
of Iran's crude oil exports. This was not a war against armies but a war to sever the economic
arteries. The logic of the 1944 Leuna bombing operated unchanged eighty years later.

Between Albert Speer's warning to Hitler on May 12, 1944, and the reality Asian governments faced
after the March 2026 blockade of the Strait of Hormuz, eighty years had passed. Yet the sentence
structure is strikingly similar: "The enemy has cut off our energy. If this continues, we cannot endure
much longer."

The phrase "the decisive effect of bombing petroleum facilities" is actually understating the case.
More precisely, it should be said this way: cutting off fuel is the most efficient method of waging war to
simultaneously paralyze all of the enemy's military systems, defenses, logistics, and economy. A war
targeting fuel rather than weapons began in World War II, continued through Ukraine's drone
campaign, and reached completion at the Strait of Hormuz in 2026.

The story of 2026, which begins with Part Two of this book, unfolds on the foundation of this ancient
grammar.
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Chapter 3: The Cold War, Oil, and the Middle East's Powder Keg
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3.1 The Establishment of the Petrodollar System

On the evening of Sunday, August 15, 1971, President Richard Nixon sat before television cameras.
He announced unilaterally that the United States would cease exchanging its dollar for gold. The
Bretton Woods System, which had been maintained for 26 years after World War II (fixing the dollar
to gold and other currencies to the dollar in a fixed international monetary order), collapsed with this
single announcement. The promise to exchange one ounce of gold for 35 dollars vanished. The dollar
became, overnight, a piece of paper backed by nothing.

The problem was clear. Without gold as an anchor guaranteeing the dollar's value, the world had lost
any foundation for explaining why it should continue to hold dollars. In February 1973, major
currencies abandoned their fixed exchange rates against the dollar and began to float freely. The
dollar's value fell visibly.

It was Secretary of State Henry Kissinger who resolved this crisis. Kissinger had to find a new
commodity to back the dollar in place of gold. What he chose was oil.

On June 8, 1974, Kissinger and Saudi Arabia's Crown Prince Fahd ibn Abdulaziz signed a six-page
agreement at Blair House in Washington. The official purpose was to establish the Joint Commission
on Economic Cooperation between the United States and Saudi Arabia. The document stated that
the two nations would modernize Saudi Arabia's administrative systems, construct infrastructure, and
transfer technology.

But the real core of this agreement lay in understandings not written in the document. Saudi Arabia
would price its oil in U.S. dollars only and settle payments in dollars. The enormous dollar revenues
from oil exports would be reinvested in U.S. Treasury bonds. In return, the United States would
guarantee the security of the Saudi royal family through military protection and would sell them the
latest weapons.

This is the substance of what is called the 'Petrodollar System' in common usage. There is debate
over whether this agreement was a formal treaty or an informal understanding. According to
Bloomberg News's 2016 information request to the U.S. National Archives, a secret agreement
existed in late 1974 in which the United States promised military assistance and equipment to Saudi
Arabia in exchange for Saudi Arabia investing a substantial portion of its oil revenues in U.S.
Treasury bonds.
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Regardless of its form, the result was clear. By 1975, all member states of the Organization of the
Petroleum Exporting Countries (OPEC) were trading oil in dollars. As the price of the world's most
important commodity came to be denominated in dollars, every nation on Earth needed to secure
dollars to import oil. To run factories, you need oil; to buy oil, you need dollars. This simple structure
created permanent global demand for the U.S. dollar.

The cycle that Kissinger named 'Petrodollar Recycling' also began to function. Oil-producing nations
earned dollars by selling oil and reinvested those dollars in U.S. Treasury bonds. Thanks to this flood
of funds pouring in from around the world, the U.S. government could tolerate fiscal deficits on a
scale that other nations could not bear and borrow at low interest rates. A self-reinforcing cycle was
completed: the world held dollars to buy oil, and oil-producing nations that earned dollars reinvested
them in America.

This system granted the United States unprecedented financial hegemony. And simultaneously, it
became a structural constraint requiring the United States to maintain permanent involvement in the
Middle East to sustain that hegemony. The U.S. had to protect oil-producing regimes that settled for
oil in dollars, and the U.S. Navy had to perpetually guarantee the safety of oil transport routes
stretching from the Persian Gulf to the rest of the world.

On January 23, 1980, President Jimmy Carter elevated this structural constraint to official doctrine in
his State of the Union Address. In Congress, Carter made this declaration:

"Any attempt by any outside force to gain control of the Persian Gulf region shall be regarded as an
assault on the vital interests of the United States of America, and such an assault will be repelled by
any means necessary, including military force."

This single sentence is the so-called 'Carter Doctrine.' Written by National Security Advisor Zbigniew
Brzezinski following the language of the Truman Doctrine, this declaration incorporated the Persian
Gulf into a zone of direct U.S. military operations. To back up this doctrine, Carter created the Rapid
Deployment Joint Task Force, which would later be expanded and reorganized into the United States
Central Command (CENTCOM). That the United States maintains military bases today in Bahrain,
Qatar, Kuwait, the United Arab Emirates, Saudi Arabia, and Iraq is the direct legacy of this doctrine.

From gold to oil. This transition saved the dollar's hegemony. And in exchange, it bound America as
the eternal watchman of the Middle East powder keg.

3.2 The 1973 Arab Oil Embargo

October 6, 1973, was Yom Kippur, the most solemn day in the Jewish calendar. In Israel, radio and
television broadcasts stopped, shops closed, and public transportation halted. Egypt and Syria chose
this very day. Egyptian forces crossed the Suez Canal and pushed into the Sinai Peninsula, while
Syrian forces attacked the Golan Heights. It was an attempt to reclaim the territory lost to Israel in the
Six-Day War of 1967.
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The initial course of the war favored the Arab side. Egyptian forces broke through the Bar Lev
defensive line at the Suez Canal, and Syrian tank units advanced deep into the Golan Heights. Israel
was in dire straits. President Nixon requested emergency military assistance to Israel worth 2.2 billion
dollars from Congress, and large-scale U.S. military shipments began.

King Faisal of Saudi Arabia had warned Nixon. Support for Israel would cause problems with oil
supplies. Nixon ignored the warning.

On October 17, 1973, the Organization of Arab Petroleum Exporting Countries (OAPEC) played its
card. It raised oil prices from 3.01 dollars per barrel to 5.12 dollars. Simultaneously, it halted oil
exports entirely to countries supporting Israel. It declared that it would cut production by 5 percent
monthly. The embargo targeted the United States, the Netherlands, Portugal, South Africa, and
Rhodesia.

The war ended in twenty days. Israel, armed with U.S. military assistance, reversed the military
situation, and a UN Security Council ceasefire resolution passed. But the oil embargo continued for
five months.

The actual oil that disappeared from the market represented roughly 7 percent of global supply. Saudi
Arabia's daily exports to the United States amounted to about 640,000 barrels, less than 4 percent of
American daily consumption of 17 million barrels. Yet this relatively small disruption created ripples
far beyond what arithmetic proportions would suggest.

The embargo interacted with other forces to amplify the consequences. Fear sparked hoarding;
hoarding magnified shortages. When Iran's national oil company held an auction in December, bids
came in at 17 dollars per barrel. By the end of 1973, OPEC had set oil prices at 11.65 dollars per
barrel in Vienna. The price of oil, which had been 3 dollars at the embargo's start, had quadrupled in
four months. When King Faisal lifted the embargo in March 1974, prices did not fall from that level. A
permanent 300 percent price increase became entrenched.

Gas stations in the United States saw lines with no end in sight. One gas station in Connecticut
posted a sign: 'No Gas! Limit 10 gallons per customer.' American cars at that time consumed 2 to 3
liters of gasoline per hour at idle, and there were estimates that the fuel consumed while waiting in
line to refuel amounted to about 150,000 barrels per day. It was a situation of burning gasoline to get
gasoline. The Nixon administration imposed gasoline rationing and odd-even number plate
restrictions and reduced the interstate speed limit to 55 miles per hour, or about 88 kilometers per
hour. Orders came down to turn off neon signs.

The economic blow shook American society deeply. The U.S. economy grew 5.7 percent in 1973, but
the following year it contracted 0.5 percent. The unemployment rate surged from 4.6 percent in
October 1973 to 9 percent in May 1975. The consumer price inflation rate jumped from 3.4 percent in
1972 to 12.3 percent in 1974. Stagflation, the worst combination according to economics textbooks,
where prices rise while the economy stagnates, engulfed America. The Federal Reserve raised its
benchmark interest rate from 5.75 percent in 1972 to 12 percent in 1974, but could not contain
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inflation. Eventually, Fed Chairman Paul Volcker had to raise rates to 20 percent in 1980-1981,
accepting another severe recession, before inflation finally began to break.

In France, this period is remembered as the end of the 'Trente Glorieuses' (the Thirty Glorious Years).
The postwar prosperity that lasted from 1945 to 1973 ended at the oil embargo. Britain's Financial
Times ran a famous headline in late 1973: 'The Future will be subject to Delay.'

Japan suffered a more severe blow. Japan, which was dependent on imports for almost all of its oil,
maintained an average unemployment rate of 1.0 percent from 1960 to 1978, but there were
estimates that it reached 13.5 percent by 1980. Some research showed unemployment rates of 15
percent in the United States and France, and 23 percent in Britain. While there are debates about the
accuracy of these figures depending on the criteria used, there is no disagreement about the
magnitude of the shock.

The aftermath of the oil shock appeared in unexpected places. In South Africa, surging manufacturing
costs shook industrialization strategy, and mounting discontent in the Black community with the
apartheid regime exploded, becoming one of the causes of the 1976 Soweto Uprising. In Portugal,
inflation eroded the economic foundation of the dictatorship, leading to the Carnation Revolution in
1974.

Advanced Western nations drew lessons from this experience. In 1974, the International Energy
Agency (IEA) was established. It was a consultative body for jointly responding to oil crises. IEA
member nations agreed to maintain strategic petroleum reserves of at least 90 days of net imports.
Through the 1975 Energy Policy and Conservation Act, the United States introduced the Strategic
Petroleum Reserve (SPR) system and began storing crude oil in massive salt caverns in Texas and
Louisiana.

Efforts also began to reduce dependence on the oil-producing cartel. The development of the
Prudhoe Bay oil field in northern Alaska, the North Sea oil fields, and the deepwater oil fields in the
Gulf of Mexico accelerated. In the 15 years following the embargo, oil production outside OPEC
increased by 14 million barrels per day. Large automobile factories in Detroit shifted from producing
gas-guzzling large vehicles to small cars, and Japanese automobiles' share of the U.S. market
surged from 9 percent in 1976 to 21 percent in 1980.

The 1973 embargo was an event that brought the world economy to its knees without firing a single
shot. It was the first experiment in weaponizing energy, demonstrating that cutting off the flow of
resources could shake the economy of the most powerful nation.

3.3 From the Iran-Iraq War to the Gulf War

In the fall of 1978, strikes began in Iran's oil fields. Thirty-seven thousand petroleum workers stopped
work. Iran's crude oil production plummeted from approximately 5.8 million barrels per day to 1.5
million barrels. An amount equivalent to 4.8 million barrels per day, or 7 percent of world oil
production at the time, disappeared from the market.
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On January 16, 1979, Mohammad Reza Shah Pahlavi departed Iran. In February, Ayatollah Ruhollah
Khomeini proclaimed the Islamic Republic. One of the two pillars supporting U.S. Middle Eastern
strategy had collapsed. The United States had maintained stability in the Persian Gulf by treating
Saudi Arabia and Iran as 'Twin Pillars,' but one of them suddenly transformed into an adversarial
force overnight.

The actual supply disruption was on the order of 4 to 5 percent. Saudi Arabia increased production to
partially compensate. Yet oil prices more than doubled, from 13 dollars per barrel in mid-1979 to 34
dollars per barrel in mid-1980. In the spot market, transactions occurred at as much as 50 dollars per
barrel. Fear, rather than the shortage itself, drove up prices. Refiners and traders, fearing the
situation would worsen, hoarded crude oil, hoarding magnified shortages, and shortages amplified
fear in a vicious cycle. It was a second oil shock following the first.

Then, on September 22, 1980, Iraq's Saddam Hussein launched a full-scale invasion of Iran. The
eight-year Iran-Iraq War had begun.

America's position in this war was complicated. While officially neutral, with the balance of power in
the Middle East upset by the Iranian revolution, the United States sided with Iraq. It provided Saddam
Hussein with diplomatic support, military intelligence, and advanced technology. The calculation was
to prevent the Iranian revolution from spreading throughout the Middle East. At the same time, as
revealed in the Iran-Contra scandal, the United States was secretly selling Iran weapons
components. It served America's practical interests to have the two countries fight each other and
exhaust their strength.

The Iran-Iraq War became a direct threat to the global energy market with the 'Tanker War,' which
intensified from 1984 onward. Over the entire course of the war, Iraq attacked merchant vessels 283
times, while Iran attacked 168 times.

The course of events was as follows. To cut off Iran's sources of funding, Iraq attacked Iran's main oil
export terminal at Kharg Island and the tankers in its vicinity with French-made fighter jets. Iran
retaliated by targeting tankers supporting Iraq from Kuwait and Saudi Arabia. In 1985, an Iraqi missile
sank the 60,000-ton tanker Neptunia. Marine insurance rates surged, and tanker owners began to
avoid navigating the Persian Gulf.

In December 1986, the Kuwaiti government requested help from the United States. It asked that its
own tankers be protected from Iranian attacks. The Soviet Union received a similar request, and
information that Kuwait was in contact with the Soviet Union was conveyed to Washington. The
Reagan administration could not tolerate the Soviet Union expanding its influence in the Persian Gulf.

The United States came up with an ingenious solution. It had the American flag placed on eleven
Kuwaiti tankers. Thanks to this measure, known as 'Reflagging,' Kuwaiti tankers became, in legal
terms, American vessels and could receive U.S. Navy escort.

On July 24, 1987, Operation Earnest Will began. It was the largest-scale naval escort operation since
World War II. A squadron composed of destroyers, frigates, cruisers, and Coast Guard vessels
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escorted Kuwaiti tankers across the Persian Gulf. A total of 30 U.S. Navy vessels were deployed
simultaneously in this operation.

An accident occurred on the first escort mission. On July 24, 1987, the Kuwaiti tanker Bridgeton
(originally named Al Raka) flying the American flag struck a mine laid by Iran's Revolutionary Guard
Corps (IRGC) the previous night. The hull was pierced but did not sink. The United States was
unprepared for mine warfare. Failing to position minesweepers in advance proved a fatal mistake.

Two months earlier, on May 17, 1987, an Iraqi fighter fired two Exocet anti-ship missiles at the U.S.
Navy frigate USS Stark patrolling the Persian Gulf. Thirty-seven American sailors were killed. Iraq
apologized, saying it had mistaken the vessel for an Iranian tanker, but the incident demonstrated the
consequences of a single error in the fog of war.

On April 14, 1988, the U.S. Navy frigate USS Samuel B. Roberts struck an Iranian mine, suffering a
pierced hull and a broken keel. The vessel narrowly avoided sinking. The serial number of the
recovered mine matched a mine previously seized from an Iranian barge. Four days later, on April 18,
the United States launched Operation Praying Mantis. U.S. Marines and Navy forces destroyed two
Iranian offshore oil platforms, sank one Iranian frigate, and sank three or more speedboats. In a
single day, the Iranian Navy lost a significant portion of its fleet.

On July 3 of that year, the USS Vincennes cruiser mistook Iranian civilian airliner Flight 655 for a
fighter jet and shot it down. All 290 civilians aboard were killed. Paradoxically, this tragedy
accelerated the war's end. Already losing to Iraq on land and defeated by the United States at sea,
Iran's leadership accepted UN Security Council Resolution 598 in July 1988 and agreed to a
ceasefire.

The tanker war left one legacy. Saudi Arabia, recognizing the extreme vulnerability of the Strait of
Hormuz, began constructing an alternative transport route that bypassed the Persian Gulf. This was
the East-West Pipeline, stretching 1,200 kilometers from the eastern Persian Gulf coast to the Yanbu
port on the western Red Sea. The fear that closure of the strait would leave no way to export oil gave
birth to this massive infrastructure. How this pipeline plays a role in the 2026 Strait of Hormuz
blockade crisis will be discussed in Chapter 14.

Two years after the Iran-Iraq War ended, on August 2, 1990, Saddam Hussein moved again. This
time he invaded Kuwait. The Iraqi army occupied Kuwait in a matter of hours.

Oil lay behind the invasion. Burdened by debt from eight years of war with Iran, Iraq demanded that
Kuwait forgive 14 billion dollars in war debts but was refused. Hussein accused Kuwait of siphoning
Iraqi oil from the Rumaila oilfield. There was also resentment that Kuwait was exceeding its OPEC
production quota by producing 1.9 million barrels daily, driving down oil prices.

If Iraq seized Kuwait, a significant share of the world's proven oil reserves would fall into the hands of
a single dictator, and even Saudi Arabia would come under threat. It was time for the Carter Doctrine
to take action.
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With Iraq's invasion in August 1990, oil prices moved. The price, which had been 17 dollars a barrel,
more than doubled to 36 dollars by October. President George H.W. Bush formed a multinational
coalition of 28 countries. More than 500,000 U.S. troops were deployed to Saudi Arabia.

On January 16, 1991, coalition bombing began. President Bush authorized the emergency release of
the Strategic Petroleum Reserve that same evening. It was the first time in U.S. history that the SPR
was released for reasons of war. A release of 33.75 million barrels was planned, and the market
received a signal that global oil supplies would stabilize. The effect was immediate. Oil prices fell
sharply on the war's first day. In fact, the final release was reduced to 17.3 million barrels because
market stability had been achieved.

The ground war, which began on February 23, ended in 100 hours. Eighty thousand Iraqi soldiers
surrendered, and thirty thousand were killed in action. However, what the retreating Iraqi army did
would be remembered longer than the war's outcome.

The Iraqi army placed explosives in Kuwait's oil wells and set them ablaze. Between 605 and 732
wells were destroyed (estimates vary by source). This represented approximately 85 percent of
Kuwait's total wells. Daily, 5 to 6 million barrels of crude oil and 70 to 100 million cubic meters of
natural gas burned and disappeared. Black smoke blanketed the sky. Temperatures in surrounding
areas dropped about 5.5 degrees Celsius (10 degrees Fahrenheit) below normal. Soot and acid rain
clouds spread to within 800 kilometers of Kuwait and were detected in Turkey, Bulgaria, and
Pakistan.

When firefighters arrived, the area around the wells was filled with mines laid by the Iraqi army. Mine
clearance by the military had to be completed before firefighting could begin. The first well was
extinguished in April, and the last was capped on November 6. The fires burned for more than eight
months. Sara Akbar, a chemical engineer with the Kuwait Petroleum Company, later recalled those
days this way: she could not attend the liberation celebrations, for her entire industry was burning.

The Iraqi army did more than set fires. On January 23, 1991, it opened the valves at the Siah Island
offshore terminal and dumped 3 million barrels of crude oil into the Persian Gulf. The amount was
twelve times the Exxon Valdez spill of 1989. It took four days for coalition aircraft to bomb the loading
facilities and stop the discharge.

The Gulf War demonstrated the complete cycle in which oil became the cause of war, the weapon of
war, and the target of war, all within a single conflict. A dispute over oil revenues caused the invasion,
multinational forces were deployed to protect oil transport routes, and the defeated army destroyed oil
infrastructure as it retreated. For the first time, the Strategic Petroleum Reserve was released in
actual combat, and oil prices surged and collapsed with the war's trajectory.

The two oil shocks of the 1970s, the tanker war of the 1980s, and the Gulf War of 1991 repeatedly
confirmed one truth: the ability to safely control and transport oil from the Persian Gulf is the core
condition of global hegemony. To preserve the dollar's status, the United States had to guarantee the
security of oil-producing nations, and to honor that guarantee, it had to walk deep into the Middle
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East's wars.

And in 2026, at the end of that road, another crisis awaited. The Strait of Hormuz had closed.
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Chapter 4: Peace Within Grasp
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4.1 Oman's Mediation and the Third Geneva Negotiations

On Friday, February 27, 2026, Badr bin Hamad al-Busaidi, Oman's foreign minister, appeared on
CBS News' "Face the Nation" in Washington, D.C. His expression before the camera was bright. He
came to convey the results of the U.S.-Iran third round of indirect nuclear negotiations that had
concluded in Geneva the day before. Moderator Margaret Brennan asked him: President Trump had
said he was dissatisfied with the outcome of the negotiations,was diplomacy failing? Al-Busaidi
answered: "A peace agreement is within reach."

But behind those words lay a long diplomatic journey.

U.S.-Iran nuclear negotiations began on April 12, 2025. The trigger was President Trump sending a
letter to Iran's Supreme Leader Ayatollah Khamenei. The first high-level meeting was held in Muscat,
the capital of Oman, with Middle East envoy Steve Wittkoff representing the United States and
Foreign Minister Abbas Araghchi representing Iran. The two sides did not sit in the same room. It was
shuttle diplomacy, with Oman's foreign minister carrying messages back and forth through the
corridors. After the first round, both sides assessed it as "constructive."

A second round in Rome, Italy, was followed by a third technical round in Muscat. But even after
Trump's 60-day deadline passed, no agreement emerged. On June 12, 2025, Israel attacked Iran.
The United States also took part in strikes against Iranian nuclear facilities. It was twelve days of war.
In this air campaign, called "Operation Midnight Hammer," major Iranian nuclear sites were destroyed
and the negotiating table shattered. Throughout the second half of 2025, there was no direct
communication between the United States and Iran.

The turning point came from within Iran. At the end of December 2025, protests driven by economic
distress spread nationwide. It was the worst level since the 1979 Islamic Revolution. In January 2026,
Iranian security forces violently suppressed tens of thousands of protesters. Trump encouraged the
Iranian people to continue protesting while hinting at the possibility of military action. U.S. military
forces began concentrating in the Middle East. It was the largest deployment since the 2003 invasion
of Iraq. The aircraft carrier Abraham Lincoln Strike Group was positioned near Iranian waters.

In the midst of this pressure, an unexpected diplomatic move appeared. Regional countries including
Turkey, Qatar, and Saudi Arabia pressed both the United States and Iran to resume talks. Originally,
a framework was discussed in which Turkey would provide the venue and regional countries would
participate as observers, but Iran rejected this. Iran did not want to give Turkey mediation leverage or
be exposed to additional demands from other regional countries. Instead, Iran chose Oman.
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On February 6, 2026, in Muscat, indirect talks between the United States and Iran resumed. This
time, the composition of the U.S. delegation had changed. Trump's son-in-law Jared Kushner joined
Wittkoff. And for the first time, Admiral Brad Cooper, commander of U.S. Central Command
(CENTCOM), appeared at the negotiating table in full dress uniform. It was a silent message that an
aircraft carrier was waiting in the Arabian Sea. Iranian Foreign Minister Araghchi drove home a point
in public remarks: "Nuclear negotiations and the resolution of key issues must take place in a calm
atmosphere without threats and pressure."

On February 17, the second round was held in Geneva. The location was the residence of Oman's
ambassador in Cologny. It proceeded in an indirect format, with messages exchanged over
approximately two and a half hours. After the talks, both sides left without an official statement. There
were two key issues: the level of uranium enrichment and the question of transferring stockpiles of
highly enriched uranium abroad.

U.S. demands were clear. U.S. Secretary of State Marco Rubio laid them out: complete dismantling
of Iran's nuclear program, discussion of the ballistic missile program, cessation of support for regional
proxy forces, and improved treatment of its own citizens. Rubio said: "I am not confident we can
reach agreement with these people, but we will try."

Iran's position was on a different plane. Ali Larijani, secretary of Iran's National Security Council, drew
a clear line that Tehran would only negotiate on nuclear issues. This meant that ballistic missile
programs and regional influence could not be put on the table. Iran asserted its right to a peaceful
nuclear program under the Treaty on the Non-Proliferation of Nuclear Weapons (NPT) and
maintained that missile capability was central to national defense.

On February 26, the third round in Geneva. This would be the last conversation before war.

In the morning session, the two sides exchanged messages for three hours under Oman's mediation.
Foreign Minister al-Busaidi posted on social media that "creative and positive ideas are being
exchanged." The talks stalled temporarily when the U.S. side demanded zero uranium enrichment. A
break ensued while Wittkoff and Kushner met separately with the Ukrainian delegation, and talks
resumed in the afternoon.

At this point, Iran made a forward-looking proposal. According to the New York Times, the substance
of the proposal conveyed by four Iranian officials was as follows: suspension of nuclear activities and
uranium enrichment for three to five years. After that, joining a regional nuclear consortium and
maintaining only low enrichment at the 1.5 percent level for medical research purposes. The existing
stockpile of highly enriched uranium (460 kilograms at 60 percent purity) would be diluted in stages.
Monitoring access for IAEA inspectors would be permitted. Compared to Iran's previous declaration
that overseas transfer of highly enriched uranium was a "red line," it was a significant concession.

Iranian Foreign Minister Araghchi appeared on Iran's state-run Press TV and said: "We were able to
identify and discuss the key elements of a potential agreement. There are certainly differences, but in
most cases, we have at least reached a general understanding of how to resolve the issues." The two
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sides agreed to hold technical follow-up talks at the IAEA headquarters in Vienna. The date was set
for Monday, March 2.

Al-Busaidi announced after the talks that "substantial progress" had been made. The next day, after
meeting with Vice President JD Vance in Washington, he stood before CBS cameras. The key
message he conveyed was this: "The most important outcome is that Iran has agreed never to
possess nuclear material that could be used to make a nuclear bomb. This is something that was not
in the old agreement from the Obama era." The explanation was that zero stockpiling, rather than
whether enrichment takes place, was the key. Whether enrichment occurred or not, if a stockpile
could not be maintained, a bomb could not be made.

Al-Busaidi believed that disposal of existing stockpiles, establishment of a verification system, and
securing inspection access could all be completed within ninety days. He believed that if "we grant
diplomacy the space it needs," an agreement could be reached.

At the moment that interview aired, two aircraft carriers were waiting in the Persian Gulf. The Gerald
R. Ford Strike Group had joined the Abraham Lincoln.

4.2 The Secret Attendance of Britain's National Security Adviser

On March 17, 2026, the Guardian published a bombshell article.

The article stated that Jonathan Powell, Britain's national security adviser, had been attending the
third Geneva round in secret. Three independent sources confirmed his attendance. Powell had been
inside the negotiations building in an advisory role at the Omani ambassador's residence in Cologny
and had brought along a technical expert from the British Cabinet Office.

Behind Powell's attendance was deep concern about the competence of the U.S. negotiating team.
According to the Guardian, a former official who had been briefed on the talks testified this way:
"Wittkoff and Kushner did not bring an American technical team. They utilized IAEA Director General
Rafael Grossi as their technical expert, but that is not Grossi's role. So Jonathan Powell brought his
own team."

Powell's assessment was optimistic. Western diplomats and former officials told the Guardian this:
"Jonathan believed an agreement could be reached. But Iran had not yet come that far. There was
still a gap on the question of UN nuclear facility inspections." The British team was surprised by the
proposal Iran had put forward. It was not a finished agreement, but it was progress, and it was
unlikely to be Iran's final proposal. The British side expected that based on the progress made in
Geneva, the next round,that is, the Vienna technical talks on March 2,would naturally proceed.

There was one point that impressed British officials. Iran was prepared to make this agreement
permanent. Unlike the 2015 nuclear deal (JCPOA), Iran showed willingness to accept a structure
without a sunset clause, in which restrictions on the nuclear program would be maintained
indefinitely.
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But the most explosive part of the Guardian article was elsewhere. One source put it this way: "We
viewed Wittkoff and Kushner as Israeli assets who dragged the president toward war." There was
also a pointed observation that Wittkoff's official statements about Iran's nuclear program were full of
basic errors. Kushner had left during the talks,accounts differed on whether he left the Iranians with
the impression that Trump would welcome the agreed terms, or whether the American negotiating
team itself knew something extraordinary was needed to convince Trump to pursue diplomacy
instead of war.

Shortly after the Guardian report, a spokesman for 10 Downing Street issued a denial. "These
negotiations were bilateral talks between the United States and Iran, with Oman mediating. Jonathan
did not attend the Geneva talks and was not part of the talks at the residence." But this denial was a
subtle exercise in linguistic technique. It failed to directly contradict the report that Powell had been in
an advisory role inside the same building, even if he was not "part of the talks themselves."

Powell's attendance revealed the depth of diplomatic failure. Behind Britain's refusal to support the
U.S. attack on Iran under Prime Minister Keir Starmer lay precisely this context. British officials stated
they had found no evidence that Iranian missiles posed a threat to Europe or that Iran had acquired
nuclear weapons. Britain's judgment was that diplomatic options had not yet been exhausted. Powell
believed the path to resolution through negotiation remained open.

That path was blocked by bombing less than 48 hours after Powell left that building.

4.3 Trump's Ten-Day Ultimatum and the Collapse of Negotiations

While diplomats in Geneva were refining a draft agreement, a different clock was ticking in
Washington.

On February 19, 2026, President Trump issued an ultimatum to Iran at the inaugural meeting of the
"Board of Peace" in Washington. If a "meaningful" agreement was not reached within ten to fifteen
days, he warned, "really bad things will happen." The next day, February 20, Trump doubled down
before reporters. "Either you make a deal, or something unfortunate is going to happen to them. The
timeline is fixed."

Ten days. In diplomacy, ten days is the blink of an eye. Technical verification of the nuclear program,
adjustment of enrichment levels, design of an IAEA inspection system, the scope and timeline of
sanctions relief. None of these is the kind of thing that can be concluded within ten days. The 2015
JCPOA negotiations took two years.

According to Bloomberg, the deadline of this ultimatum was timed to March 2, when the IAEA Board
of Governors was to convene in Vienna. The board was scheduled to review a new draft resolution
condemning Iran. In June 2025, there had been a precedent: Israel initiated attacks within 24 hours of
an IAEA Board resolution condemning Iran. At that time, U.S. officials suggested that the IAEA
resolution provided legal justification for military intervention. The same pattern was repeating.
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To understand the effect of the ultimatum on the negotiating table, one must look at dynamics within
Iran. On February 17, Supreme Leader Khamenei rejected the negotiating conditions Trump had
proposed, declaring that "Trump does not have the capacity to bring down the Islamic Republic." He
also said Iran could sink the U.S. Navy. In early February, the IRGC released footage of the test
launch of the latest ballistic missile Khoramshahr-4. It had the range to strike Israel and U.S. bases in
the Middle East. Yahya Rahim Safavi, deputy commander of the IRGC's political department, drove
home a point: "Sitting at the negotiating table does not mean abandoning military capability."

U.S. demands became increasingly harsh. According to the Wall Street Journal, Washington
demanded closure of Iran's three major nuclear facilities: Fordow, Natanz, and Isfahan. Transfer of all
remaining enriched uranium to the United States. No sunset clause in the agreement. The United
States would provide only limited sanctions relief initially and would consider additional relief if Iran
complied over an extended period.

Iran's state IRIB TV reported that the Iranian delegation had completely rejected overseas transfer of
enriched uranium. Ali Shamkhani, a senior adviser to Khamenei, wrote on social media: if the core
issue was preventing Iran from acquiring nuclear weapons, Iran was prepared to put forward
measures to guarantee that. But Trump's insistence on controlling Iran's entire nuclear program was
a "fantasy," he said.

There is a scene showing how this gap collided. Shortly after Iran submitted its own proposal at the
Geneva talks on February 26, Iranian media reported that the U.S., demanding "zero enrichment"
and transfer of all 60 percent enriched uranium to America, had caused negotiations to stall
temporarily. Iranian diplomats told Reuters: "If the United States approaches the nuclear and
non-nuclear issues separately, we can reach a framework for agreement." Iran's demand was to
discuss only the nuclear issue. The U.S. demand was to discuss missiles and proxy forces as well.
This parallel line had never narrowed once since the first talks in April 2025.

But after the third round ended, the reactions of the two sides diverged. Oman's mediator and Iran
were optimistic. Al-Busaidi announced "substantial progress," and Araghchi announced they had
"identified the key elements of a potential agreement." But according to Bloomberg, the U.S. side left
Geneva disappointed. Reports said Trump was dissatisfied with the course of the talks, and this set
the stage for the attack on February 28.

On February 25, Trump addressed the U.S. Congress, mentioning Iran's resumption of its nuclear
program and declaring: "I will never allow Iran to possess nuclear weapons." On the same day,
Foreign Minister Araghchi said a "historic" agreement with the U.S. was "within reach." On the same
day, in the same time frame, one side was giving a speech preparing for war while the other was
announcing peace.

After the talks concluded on February 26, technical follow-up discussions in Vienna were scheduled
for March 2. Al-Busaidi announced that "after consulting with capitals, we will resume shortly."
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On the night of February 27, as Albukaisi met with Vice President JD Vance and recorded a CBS
interview, foreign embassies in Iran began their withdrawal. The U.S. State Department designated
Iran as a "State Sponsor of Wrongful Detention." According to the defense publication Axios, the
United States and Israel had originally planned to launch an attack a week earlier but had postponed
it.

While Oman's diplomat spoke in the CBS studio of peace within grasp, the Central Command was
conducting its final operational briefing. According to the defense publication Defense Update, at the
very moment Albukaisi met with Vice President Vance on the night of February 27, Oman's foreign
minister reported that Iran had agreed to zero enriched uranium stockpiles and full verification by the
IAEA. Hours later, Trump issued the final attack order to Central Command. It was a "No Aborts"
order at 3:38 p.m. Eastern time.

Saturday, February 28, 2026, around 7 a.m. Tehran time. The United States and Israel launched a
massive bombing campaign across Iran. Operation Epic Fury. The Israeli code name was Operation
Roaring Lion. Trump announced the attack through an 8-minute video posted to Truth Social at 2
a.m. Eastern time.

During the first 12 hours, roughly 900 American air strikes were executed. The Israeli Air Force
conducted the largest aerial campaign in history, with about 200 fighter jets striking approximately
500 military targets in western and central Iran. Within 24 hours, total strikes exceeded 1,000 targets,
and surpassed 1,250 within 48 hours.

The residence of Supreme Leader Khamenei was the first target. In the early morning of March 1,
Iranian state media announced Khamenei's death. The IRGC-affiliated Pars News Agency reported
that Khamenei's daughter, son-in-law, grandson, and daughter-in-law Zahra Hadadaadel had also
been killed in the air strikes. The Iranian government declared 40 days of mourning. Multiple military
leaders, including Defense Minister Aziez Nasirzadeh, IRGC Commander Mohammad Pakpour, and
Armed Forces General Staff Chief Ali Shamkhani, were killed. According to CBS News, intelligence
officials also reported that 40 Iranian officials had been killed in the initial strikes.

Foreign Minister Albukaisi posted a brief message on social media. "I am appalled. Substantive and
serious negotiations have been undermined once again." He added, "Neither American interests nor
the cause of global peace are well served by this."

In the single word "again" lay the full weight of Oman's frustration. In June 2025, a sixth round of talks
had been scheduled when Israel struck just before. This time, a Vienna technical meeting had been
set for March 2, but the attack began two days earlier. The pattern was clear: military action intruded
just as diplomacy approached resolution. This had now repeated twice.

On March 2, immediately after the attack, Wittcoff stated that Iran had asserted an "inalienable right"
to uranium enrichment in Geneva and rejected the American zero-enrichment proposal, even
claiming that 460 kilograms of 60-percent enriched uranium could produce 11 nuclear bombs.
However, experts raised the possibility that the American negotiating team had misunderstood Iran's
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proposal. The U.S. side had failed to properly understand Iran's offer to suspend enrichment for
years, or why Iran could not trust the American nuclear fuel supply offer.

An analysis in Common Dreams interpreted Albukaisi's CBS appearance this way: "The Omani
foreign minister stepped into the public spotlight to inform the American people. In the moment Trump
chose war, peace had been within reach."

Within reach. There were several ways to measure that distance. Albukaisi believed 90 days would
be enough. Powell thought one more round would do. The Vienna technical meeting was scheduled
for March 2.

Trump's clock was running at a different speed. On the morning of February 28, when B-2 stealth
bombers descended over the Persian Gulf, 48 hours remained until the Vienna meeting.
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Chapter 5: Twelve Hours of Operation Epic Fury
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5.1 Operation Launch

February 28, 2026, 10:15 AM Iranian Standard Time. In Minab, a port city in Hormozgan Province,
first-period elementary school classes were in full swing. Bankers in Tehran were heading to work on
their first day of the weekend. Market vendors in Shiraz were arranging pomegranates and pistachios
on display tables. Saturday is the start of the week in Iran.

Exactly three hours and twenty-five minutes earlier, on the opposite side of the Earth: Thursday,
February 27, 3:38 PM Eastern Time. Aboard Air Force One en route to Corpus Christi, Texas,
President Donald Trump received a phone call. It was Israeli Prime Minister Benjamin Netanyahu.
The intelligence Netanyahu had conveyed to Trump five days earlier,that Khamenei would be
meeting with senior security officials at the Tehran residence,had been finally confirmed. Trump
approved the launch of the operation.

2:00 AM Eastern Time on February 28 (07:00 UTC, 10:30 AM Iranian local time). Trump posted an
eight-minute video on his social media platform Truth Social. There was no address to Congress, no
press conference, no televised address to the nation. Advance notification to the Gang of Eight (eight
senior members of the congressional intelligence committee) just before the airstrikes began was the
sum total of official procedure. In the video, Trump declared: "The United States has initiated major
combat operations in Iran. We will destroy their missiles and completely sweep away the missile
industry from the ground."

The final thirty seconds of the video were a direct message to the Iranian people. "Your time for
freedom is approaching. Once we finish, take over the government. It will be yours." This statement
was the most explicit call since the Cold War for a U.S. president to publicly urge regime change in
another country.

As Trump's video began spreading across the internet, Tomahawk cruise missiles were already firing
from the vertical launch systems of the U.S. Navy Arleigh Burke-class destroyers USS Thomas
Hudner and USS Spruance deployed in the Persian Gulf. At 06:35 UTC, United States Central
Command (CENTCOM) issued an official statement: "CENTCOM and partner forces have initiated
airstrikes against Iran." At the same moment, the Israeli Defense Ministry announced its operation
code name: Operation Roaring Lion.

The first wave of the operation was to blind and deafen Iran first. In this phase,called Suppression of
Enemy Air Defenses, or SEAD in military terminology,over two hundred Tomahawk cruise missiles
flew toward early warning radar bases, surface-to-air missile batteries, and electronic warfare
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facilities throughout Iran. Over decades, Iran had built a dense air defense network using
Russian-made S-300PMU2 systems and its own domestically developed Bavar-373 air defense
system. That defense network was torn apart in minutes.

Through the breached air defense network, fourth and fifth-generation fighters from the U.S. Air Force
and Israeli Air Force poured in. F-35 Lightning II and F-22 Raptor aircraft swept out remaining air
defense assets and secured entry corridors for follow-on bombers. CENTCOM stated that it had
simultaneously struck at least nine major cities and twenty-six provinces across Iran. Tehran, Isfahan,
Shiraz, Tabriz, Bandar Abbas, Abadan, Mashhad. On the target list were not only Iran's military
facilities but also government buildings, the command structure of the Islamic Revolutionary Guard
Corps (IRGC), missile production facilities, and drone launch bases.

During the first twelve hours of the operation, the U.S. and Israeli combined forces carried out over
nine hundred airstrikes. This figure set a record for the first day of war. By one hundred hours after
operation launch, the cumulative number of targeted strikes exceeded five thousand. The United
States called this operation "Operation Epic Fury," and Trump later said he had chosen the name
himself.

Major financial markets around the world were closed for the weekend. But there was one place
operating twenty-four hours: the cryptocurrency market. Within minutes of news of the airstrikes, over
128 billion dollars in cryptocurrency market capitalization evaporated. Bitcoin plummeted from the
66,000-dollar range to below 63,000 dollars. Traders and energy analysts around the world could not
sleep that weekend, wondering how Asian stock markets would react on Monday, how far oil prices
would spike, what would become of the Strait of Hormuz.

This was the largest military operation the United States had conducted in the Middle East since the
2003 invasion of Iraq. But there was one decisive difference from the 2003 operation. This time, there
was no congressional authorization for war. Notification under the War Powers Resolution took place
only after the fact. Article I, Section 8 of the U.S. Constitution grants Congress the power to declare
war. Trump circumvented this on the basis of the president's powers as commander in chief.
Representatives Ro Khanna and Thomas Massie immediately objected on the day of the airstrikes
and demanded a congressional vote. In a post on X, Khanna wrote: "This is not 'America First.'"

Just two days earlier, on February 26, at U.S.-Iran indirect nuclear negotiations in Geneva, Oman's
Foreign Minister Badr Albuosaidi announced that "a breakthrough had been achieved." Iran had
promised not to stockpile enriched uranium, had accepted full verification by the International Atomic
Energy Agency (IAEA), and stated it could bring its enriched uranium stockpile "back to the lowest
possible levels." The negotiations were scheduled to resume on March 2. On February 25, Iranian
Foreign Minister Abbas Araghchi said: "A historic agreement has come within reach."

March 2 never came. The bombs fell first.

According to reporting by the Washington Post, Saudi Arabia's Crown Prince Muhammad bin Salman
had called Trump repeatedly urging an attack on Iran. The Israeli government had made the same
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request repeatedly. The Wall Street Journal reported that Senator Lindsey Graham had provided
Trump with the most persuasive arguments for attacking Iran. In a report to Congress on March 1, the
Pentagon acknowledged that there had been no evidence that Iran was planning to attack the United
States before the operation was launched.

The time gap between the negotiating table and the bombing was forty-eight hours.

5.2 Simultaneous Deployment of B-2, B-52, Tomahawk, and HIMARS

To understand the scale of firepower deployed in Operation Epic Fury, we must first establish a
comparison. On the first day of the 2003 invasion of Iraq, in the "Shock and Awe" operation, U.S.
forces struck approximately five hundred targets. During the first twenty-four hours of Operation Epic
Fury, the number of targets struck approached twice that. In the words of CENTCOM Commander
Admiral Brad Cooper, "It was nearly double the firepower of the first day of the Iraq invasion."

Looking at the list of deployed assets, one can see that nearly every type of strike platform in the U.S.
military arsenal was mobilized.

From the air. The B-2 Spirit stealth bomber was the most decisive weapon system in this operation.
Unit cost approximately two billion dollars. A number of the U.S. Air Force's total complement of
twenty-one B-2s were deployed. A B-2 formation departing from Whiteman Air Force Base in
Missouri flew east, crossed the Atlantic, passed through the Mediterranean, and reached the Middle
East. One-way flight time: eighteen hours. During the journey, they received refueling several times
from KC-135 and KC-46A tankers. Meanwhile, a B-2 formation flew west toward the Pacific. This was
a decoy. It was a deception operation meant to direct the attention of amateur aircraft trackers, some
media outlets, and intelligence agencies of various nations toward the Pacific. In a briefing, Chairman
of the Joint Chiefs of Staff Air Force General Dan Kane explained that it "was part of the plan to
maintain tactical surprise."

The B-2's mission was to destroy Iran's underground nuclear facilities. The weapon was the GBU-57
MOP (Massive Ordnance Penetrator). Six meters long, weighing approximately fourteen tons, it is the
heaviest bomb in the U.S. conventional arsenal, designed to penetrate reinforced concrete over thirty
meters thick before detonating. Each B-2 carries two MOPs. In Operation Epic Fury, the B-2
formation dropped fourteen MOPs on underground nuclear facilities at Fordow and Natanz.

The Fordow nuclear facility is a uranium enrichment installation buried eighty to ninety meters
underground in the mountains, ninety-five kilometers southwest of Qom in central Iran. Iran began
construction in 2006, and the U.S. Defense Threat Reduction Agency (DTRA) first became aware of
its existence in 2009. From that point forward, DTRA analysts grappled with the question of "how to
destroy a facility inside a mountain," and the answer was the development of the GBU-57.
Development began in 2004, it underwent test detonation in December 2020, and was first deployed
in combat in Operation Midnight Hammer in June 2025. Operation Epic Fury marked the MOP's
second combat use.
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Fordow had two main ventilation shafts. The B-2 formation dropped a total of twelve MOPs, six down
each shaft. The first bomb shattered the concrete covering of the ventilation shaft, and the rest
penetrated through the opening into the facility. Two additional bombs were dropped on Natanz. The
bombs' fuses were set to detonate only after penetrating deep underground. The overpressure effect
created by the underground explosions destroys the centrifuges used in uranium enrichment.
Centrifuges are extremely sensitive to vibration. IAEA Director General Rafael Grossi stated: "Taking
into account the scale of the explosive force deployed and the vibration sensitivity of the centrifuges,
we expect very severe damage to have occurred."

The Isfahan Nuclear Technology Center was inundated with over thirty Tomahawk cruise missiles
fired from Ohio-class nuclear submarines.

The B-2 formation's mission duration was approximately thirty-six hours. This was the second-longest
B-2 operational flight in history, after the B-2's Afghanistan mission following 9/11. Chairman of the
Joint Chiefs of Staff Dan Kane confirmed it was "the largest B-2 operational strike in U.S. military
history." Over 125 aircraft participated in this mission.

While the B-2 destroyed underground facilities, B-52H Stratofortress and B-1B Lancer bombers laid
waste to Iran's ground military installations. Ballistic missile silos, missile production facilities, drone
launch bases, and military airfields became targets for precision-guided bombs.

At sea. Over five hundred Tomahawk cruise missiles were fired from destroyers, cruisers, and
submarines deployed in the Persian Gulf and the Gulf of Oman. The Carl Vinson Carrier Strike Group
provided operational support in the North Arabian Sea, and the Nimitz Carrier Strike Group was
additionally deployed. Within minutes of operation launch, nine Iranian Navy vessels sank. Ultimately,
over twenty major Iranian Navy surface combatants were sunk or destroyed. This included Iran's
latest Soleimani-class frigates and submarines. The IRIS Shahid Bagheri, a drone carrier mothership
that the IRGC possessed as a key asset for blockading the Strait of Hormuz, also sank within the
operation's first hour. This vessel, a converted container ship that operated Shahed-series drones,
was also sunk.

In a statement, CENTCOM declared: "Not a single Iranian vessel remains operating in the Arabian
Gulf, the Strait of Hormuz, or the Gulf of Oman." Trump told reporters: "We've destroyed nearly
everything. Iran no longer has a navy, an air force, air defenses, or radar."

On the ground. HIMARS (High Mobility Artillery Rocket System) units forward-deployed in
gulf-adjacent nations struck anti-ship missile batteries and radar facilities on Iran's coast. For the first
time, PrSM (Precision Strike Missile) was deployed operationally on a large scale in this operation.
PrSM is a next-generation surface-to-surface missile fired from HIMARS, with a range approximately
double that of the older ATACMS.

At low altitude. An unexpected weapon made an appearance around the Strait of Hormuz. The A-10
Thunderbolt II attack aircraft and AH-64 Apache helicopters,considered relics of the Cold War,were
deployed. The IRGC Navy possessed hundreds of fast attack craft designed specifically for
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asymmetric warfare in the Strait of Hormuz. Using SM-6 interception missiles, which cost
approximately 5.3 million dollars per round, against these small fast attack craft was not economically
viable. Instead, the U.S. military used the A-10's 30mm GAU-8 rotary cannon and the Apache's
Hellfire missiles to destroy dozens of Iranian fast attack craft. The logic of cost-effectiveness operated
on the battlefield.

All this firepower poured down simultaneously from air, sea, and land. It was a real-world application
of what the U.S. military calls "Multi-Domain Operations." And this overwhelming firepower came with
a price. The number of Patriot interceptor missiles consumed in the operation's first four days equaled
eighteen months of U.S. production capacity. Tomahawk inventory also decreased critically.
Production lines at defense contractors Raytheon and Lockheed Martin shifted to three-shift
twenty-four-hour operations, but the pace of war outstripped the pace of production.

A summary of major deployed assets during the operation's first ten days is as follows: B-2 stealth
bomber, B-1B Lancer, B-52 Stratofortress, LUCAS drone (a new drone publicly unveiled in the
operation), Patriot interceptor system, THAAD ballistic missile defense system. The numbers from the
fact sheet the U.S. Defense Department released on March 9 were these: over five thousand targets
struck, fifty Iranian vessels sunk or destroyed, and seven U.S. military personnel killed in action.

Seven. This figure was from ten days after operation launch. The death toll on the Iranian side was
impossible to count at this point. The Iranian Red Crescent Society reported 787 deaths as of early
March, but that was only counting deaths that had arrived at hospitals.

5.3 Decapitation Operation

The first strike of Operation Epic Fury targeted not military installations, but a person.

At 06:45 UTC, 10:15 AM Iranian local time. Ten minutes after the U.S. and Israeli forces began
striking air defense networks throughout Iran, the Israeli Air Force unleashed precision-guided
munitions on a building in central Tehran. The target was the compound known as the "Leadership
House," which served as both the residence and office of Iran's Supreme Leader, Ayatollah Ali
Khamenei.

The background to this attack stretches back months. During Operation Midnight Hammer in June
2025, Israel had also planned to eliminate Khamenei. Trump refused. After that, Khamenei entered
an extremely reclusive existence. The bunker beneath his residence was so deep it took more than
five minutes to descend by elevator. Opportunities for him to appear above ground became extremely
rare.

The CIA had been tracking Khamenei's movements and schedule for months. On February 23,
Netanyahu called Trump. It was a report that Khamenei was scheduled to meet with top security
officials, and that the location had been confirmed. U.S. and Israeli military intelligence officers had
confirmed that Iran's leadership would be meeting simultaneously in three locations. It was an
opportunity to strike all three places at once.
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On the morning of February 28, Khamenei was above ground, not in the underground bunker. It was
broad daylight.

Israeli bombardment struck the building hard. Satellite images of the residence complex first reached
the public through video released by Iran International on March 2. The building had been completely
destroyed.

Iran's government's first response was denial. Foreign Ministry spokesman Esmail Baghaei
announced that Khamenei was "safe." Reuters reported that Khamenei had been "transferred to a
secure location outside Tehran." Iran's state news agencies Tasnim and Mehr repeatedly stated that
Khamenei was "alive and well and directing the battlefield."

Netanyahu said "evidence is mounting" pointing to Khamenei's death. Trump also emphasized the
possibility of death, saying "justice for the Iranian people." But confirmation was not easy.

Confirmation came just before midnight Iran Standard Time on February 28. An anonymous Israeli
official stated that "Khamenei died in an airstrike, his body was found, and his identity was confirmed
through intelligence assets." In the early morning of March 1, Iran's state media finally confirmed his
death officially. Pars News, under the IRGC, conveyed additional facts. Khamenei's daughter,
son-in-law, grandson, and daughter-in-law Zahra Hadad Adel died in the same airstrike.

Iran's government declared a 40-day national mourning period.

It was not only Khamenei. Through this decapitation operation, Iran's top security and military
leadership was almost entirely eliminated. The Israeli Defense Forces (IDF) confirmed the deaths of
seven Iranian security leaders. Defense Minister Aziz Nassirzade. IRGC Commander Mohammad
Pakpour. Former Secretary of Iran's Supreme National Security Council and Khamenei's top advisor
Ali Shamkhani. Chief of Staff of the Iranian Armed Forces Mohammad Bagheri. Four senior officials
from Iran's intelligence service. Iran International reported that a total of 48 top-level figures died in
airstrikes at the start of the war.

The 86-year-old supreme leader who ruled Iran for 37 years from 1989 had died. With him, the key
figures that made up Iran's regime's decision-making structure had vanished.

America and Israel's calculation was this: cut off the head and the body collapses. If the command
system is paralyzed, the Revolutionary Guards will split, the Iranian people will rise up, and the
regime will be replaced. Trump's words "take over your government" were based on this calculation.

Iran did not collapse.

Khamenei's second son, Mojtaba Khamenei, was alive. He was wounded in the airstrike that killed his
father but survived. Beginning March 3, the process of selecting a successor for the Assembly of
Experts (the council of 88 clergy with authority to elect the supreme leader) began. Normal
procedures were impossible. The Qom office of the Assembly of Experts was bombed. For members
to gather in one place was suicide. The meeting was held online, and five to six attempts at in-person
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meetings were foiled for safety reasons.

The IRGC moved. According to Iran International, the IRGC leadership exerted "repeated contact
and psychological and political pressure" on Assembly members to elect Mojtaba Khamenei as
supreme leader. Some members opposed hereditary succession. Eight members declared a boycott
of the online vote. One of the core ideologies of Iran's Islamic Revolution was the overthrow of
monarchy. The inheritance of power from father to son directly contradicted that ideology.

But war was ongoing. With American and Israeli bombing continuing and Iran firing missiles and
drones across the Gulf, a leadership vacuum meant imminent defeat. On March 8, the Assembly of
Experts elected the 56-year-old Mojtaba Khamenei as the third supreme leader of the Islamic
Republic of Iran through majority vote.

Assembly member Heydar Alekasir explained the reason for the election this way: According to the
late Khamenei's advice, Iran's supreme leader must be "a person hated by enemies." "Even the
Great Satan (America) mentioned his name." The very fact that Trump said days earlier "Khamenei's
son is unacceptable to me" paradoxically became proof of Mojtaba's qualification.

Trump said in an interview with ABC News: "He must have our approval. Without it, he will not last
long." The Israeli military had already warned that whoever succeeded Khamenei would be a target.
Netanyahu publicly stated the goal at a press conference: "We will destabilize the regime and make
change possible."

Russian President Vladimir Putin expressed "unwavering support" for Mojtaba's election. China
stated its opposition to any military threats against the new supreme leader.

Summarizing the results of the decapitation operation: America and Israel succeeded in eliminating
Iran's supreme leader and key security leadership. Militarily, it represented a remarkable
achievement in precision. But the political objectives,regime change or surrender,were not achieved.
The seat vacated by the dead leader was filled not by a more moderate figure, but by one filled with
rage over his father and family's death, most closely connected to the IRGC, and known to be even
more hardline than his father.

Pragmatists capable of discussing diplomacy were replaced by extreme militarists. Rob Geist Pinfold,
a lecturer at King's College London, analyzed Mojtaba Khamenei's first public statement and offered
this assessment: "The change in rhetoric from a new leader that the Trump administration might have
hoped for did not occur. What we are hearing is a doubling down on existing positions."

Mojtaba's first statement was issued through Press TV with an anchor reading it. He declared that he
would continue to blockade the Strait of Hormuz and would immediately close or target all U.S.
military bases in the region. It was a choice of continued fighting, not negotiation with America.

Linda Robinson, a senior fellow at the Council on Foreign Relations, commented after the operation:
"Removing Khamenei is not the same as regime change. The Revolutionary Guards are the regime."
The Stimson Center's analysis was more direct: "No bombing campaign in history, no matter how
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sophisticated or destructive, has ever achieved regime change."

5.4 Minab Girls School: 165

10:45 a.m. Iran Standard Time, February 28, 2026. Minab, a coastal city in Hormozgan Province. It
was one hour after U.S. and Israeli airstrikes began striking the entire southern region of Iran.

Minab sits in a strategic position overlooking the Strait of Hormuz. It is a hub for the IRGC Navy's
asymmetric capabilities, operating fast attack craft and coastal missile platforms. Eighty kilometers
west of the city is Bandar Abbas naval base, and 400 kilometers to the southeast is the military facility
at Konarak. On CENTCOM's targeting map, Minab was in the middle of a major U.S. operational
area.

In the Shahrak-e Al-Mahdi residential district of Minab sat Shajareh Tayyebeh elementary school,
meaning "good tree." The school was adjacent to a base complex of the IRGC Navy's Seyyed
al-Shohada Asif Missile Brigade. The precise meaning of "adjacent" must be clarified. According to
satellite image analysis, the school building was located inside the IRGC compound fence until 2013.
It was separated by its own fence before September 2016. After separation, the school had three
entrances, all directly accessible from public roads without passing through military security
checkpoints. It had been a civilian facility converted to a school for over ten years.

Saturday morning, the beginning of the Iranian week. Students, both girls and boys ages 7 to 12,
were in class on separate floors. At 10:45 a.m., when morning classes were underway, missiles
struck the school.

According to Amnesty International's analysis, the school appears to have been struck during
airstrikes on an IRGC base near the school. Amnesty analyzed visual and audio materials of missile
remains released by Iran's state media and concluded they matched debris from Tomahawk cruise
missiles operated exclusively by the United States. On March 2, Joint Chiefs Chairman Dan Kane
confirmed in a briefing that the U.S. Navy fired Tomahawks in southern Iran on February 28. The
targeting map released in an additional briefing on March 4 included Minab.

Investigations by multiple independent media outlets,the New York Times, CBC, NPR, and BBC
Verify,concluded it is likely that the United States was responsible for the attack. Al Jazeera's
investigation went further. Its analysis of attack patterns "raised fundamental questions about the
accuracy of intelligence" and reported that "the possibility of deliberate targeting cannot be ruled out."
The CBC investigation concluded that the school strike was part of a precision airstrike on the
adjacent military complex and resulted from "either a malfunction of the weapons system or a serious
intelligence collection error by CENTCOM."

According to Hormozgan Governor Mohammad Aseeri, missiles struck the school at 10:45 a.m., one
hour after the start of military operations. Iran's Foreign Ministry spokesman Baghaei stated that the
attack was a "double tap" strike pattern,successive strikes on the same target. The first strike
destroys the building, the second kills those rushing to rescue. Wikipedia's entry on the Minab school
attack notes, based on satellite analysis, that there were "triple tap" strikes.
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The roof of the two-story school building collapsed. Concrete poured down on the children in the
classrooms.

The death toll rose over time. Shiva Amelirad, head of Iran's Teachers Union Council, cited local
sources in Time magazine, reporting that more than 108 children had died. The Minab prosecutor
announced through Iran's state IRNA news agency that 150 "innocent schoolgirls" had died. The final
count from Iranian authorities was 165. Of the dead, 110 were students: 66 boys and 54 girls.
Twenty-six teachers and four parents were included. More than 95 were wounded.

Some Western media and human rights groups reported 175 to 180 deaths. Independent verification
was impossible with Iran's internet cut off. Iranian authorities had implemented intentional internet
blackouts beginning February 28. Amnesty International stated it was not safe to contact witnesses
and families directly.

America's first response was denial. The U.S. Defense Department spokesman and Israeli military
spokesman told Time and the Associated Press they were "not aware of the school being struck."
Trump told journalists: "If you ask whether America bombed a girls school, I will answer no."
Secretary of State Marco Rubio said: "U.S. forces do not deliberately target schools."

Iranian President Masoud Pezeshkian issued a statement: "The American and Zionist aggression
against Minab Elementary School will never be erased from the historical memory of our nation."
Foreign Minister Araghchi warned: "Crimes against the Iranian people will not go unanswered."

On March 3, a mass funeral was held in a square in Minab for the 165 victims. Thousands of
mourners gathered. Foreign Minister Araghchi posted on X with photos of newly dug graves: "These
are graves being dug for more than 160 innocent little girls. Their bodies were blown to pieces. This is
what President Trump promised as a 'rescue'."

Human Rights Watch stated in its statement shortly after the attack that it had verified 14 videos and
photos and analyzed approximately 40 satellite images over 25 years. In satellite photos taken after
the strike, the characteristic "pancaking" phenomenon of a top-down airstrike appeared, with the
school roof collapsed downward. Satellite images of Minab Hermod cemetery, about 3.5 kilometers
from the school, showed that large-scale burial preparations using heavy equipment began on March
1, the day after the attack. Satellite photos from March 4 showed individual graves freshly dug in
rows.

UNESCO condemned the attack as a "grave violation of international humanitarian law." Nobel
Peace Prize laureate Malala Yousafzai said she was "heartbroken and appalled." UN human rights
experts stated in a joint statement: "An attack on a school is a serious violation against children,
education, and the future of the entire community." "There is no justification for killing girls in a
classroom."

Euro-Med Human Rights Monitor emphasized that the mere proximity of military facilities does not
change the civilian nature of a school, and stressed that "the United States and Israeli forces are not
exempt from the legal obligation to carefully verify the nature of a target before striking."
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One more fact about this school must be noted. In January 2025, IRGC Commander-in-Chief
Hossein Salami visited Minab and inaugurated the "Martyr Absalan Specialty Clinic," located at
another corner of the military complex. This clinic, valued at 100 billion Iranian tomans (approximately
two million dollars) and covering 5,700 square meters, was equipped with pediatrics, obstetrics, and
dentistry and provided civilian medical services to residents of eastern Hormozgan Province. During
Operation Epic Fury, this clinic sustained no damage. It was separated by a distinct civilian entrance.
The clinic was spared, but the school was destroyed.

The Minab girls school incident was, as of March 15, the single attack with the highest civilian death
toll throughout Operation Epic Fury and throughout the 2026 Iran war.

The tragedy left a technical question. The Tomahawk cruise missile combines GPS, inertial
navigation, and terrain contour matching (TERCOM) to strike targets with accuracy within meters.
The missile likely struck the coordinates it was given precisely. The problem was not the missile's
precision, but the accuracy of the intelligence fed into the missile. Was the fact that the school had
operated as a civilian facility for over ten years reflected in the targeting database? Had outdated
information remained on the target list without updating? In an operation striking over 5,000 targets
simultaneously in twelve hours, did procedures to individually verify each target's current use
function?

As of late March 2026, the answer to that question had not been provided. A U.S. military internal
investigation was underway but had not reached final conclusions. Mike Cancionone of CSIS
predicted that "if an error could be traced to a specific individual, disciplinary action is possible," but
that "even if official acknowledgment comes, it may yield only limited consequences."

The names of 165 victims first became known to the world through a photo collage of 119 children
released by Iranian authorities on March 7. The children in the photos wore uniforms or looked
straight ahead like school portraits. Seven, eight, nine years old. There was a first-grader and a child
beginning to learn multiplication. A parent in Minab showed Democracy Now a blood-stained
mathematics notebook: "Mohannas Zari, Grade 1. This is that child's math book. This is the file with
homework."

Operation Epic Fury militarily destroyed or severely damaged Iran's nuclear facilities, missile forces,
navy, air defenses, and leadership. Within twelve hours of launching the operation, Iran's military
response capability had sharply degraded. During those twelve hours, the firepower projected by the
United States and Israel was on a scale unseen in any airstrike of the twenty-first century.

And when those twelve hours ended, Iran did not surrender. The IRGC issued a statement: "The
most powerful attack operation in the history of the Islamic Republic of Iran's armed forces will begin
shortly." Hours later, Iran began launching ballistic missiles and suicide drones at U.S. military bases
and energy infrastructure in Israel, Bahrain, Kuwait, Qatar, Saudi Arabia, and the UAE. Iran called
this retaliatory operation "Operation True Promise IV." Iran's state media also used another name: the
Ramadan War. It was the same name Egypt and Syria gave to the Yom Kippur War in 1973.
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The scale of weapons Iran fired in the first 36 hours of war: According to the UAE Defense Ministry,
165 ballistic missiles, 2 cruise missiles, and 541 drones flew at the UAE alone. Kuwait reported
intercepting 97 ballistic missiles and 283 drones. Bahrain shot down 45 missiles and 9 drones. Dubai
International Airport, Abu Dhabi Zayed International Airport, and Kuwait International Airport were
struck by Iranian missiles and drones. Explosions occurred near the Palm Jumeirah landmark in
Dubai. Fire broke out at Jebel Ali Port. Bahrain's state-owned oil company Bapco declared force
majeure after its refinery caught fire from Iranian attacks.

Flight operations across the Gulf have been cancelled. Aircraft over Iranian, Iraqi, Kuwaiti, Israeli, and
Bahraini airspace have disappeared from aviation maps.

Operation Epic Fury succeeded in destroying Iran's military capacity. Yet that success brought no
peace. Twelve hours proved enough to start a war. The planners of this operation would soon
discover that twelve hours would not suffice to end it. The Strait of Hormuz was closed, and the AIS
signals of tanker ships were going dark, one by one.
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Chapter 6: Iran's Retaliation and the Gulf in Flames
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6.1 Five Hundred Ballistic Missiles and Two Thousand Drones

At 8:30 AM UTC on February 28, 2026, simultaneous launch orders were issued across the Iranian
Revolutionary Guard Corps (IRGC) communication network. Tehran was still burning. Just hours
earlier, the joint U.S.-Israeli operation "Operation Epic Fury" had unleashed nearly 900 airstrikes
across Iran. Supreme Leader Ali Khamenei had died in his official residence bunker. Defense
Minister Aziz Nassirzadeh and IRGC Commander Mohammad Baqpoor died the same day. The
entire top leadership of the Iranian regime had been destroyed.

The Western calculation was this: remove the leadership, and Iran's military command structure
would be paralyzed. The regime would either collapse from within or at minimum be forced to the
negotiating table. That was the assessment.

That assessment was wrong.

The IRGC had spent decades preparing for precisely this scenario. A distributed command structure.
Underground missile bases. Mobile launch platforms. A system designed to function even after a
decapitation strike. Khamenei's death was not officially confirmed on state television until the early
hours of March 1, but the IRGC's retaliation came much faster. Before 9:00 AM UTC on February 28,
ballistic missiles were rising from underground silos and mobile launchers across Iran. At concealed
airfields in the Kavir Desert, Shahed-series suicide drones were taking off in waves.

During the first week of fighting, Iran launched approximately 500 ballistic missiles. Suicide drones
numbered over 2,000. Western intelligence estimated the figure at more than 2,400. There had been
an assessment that Israel destroyed roughly one-third of Iran's missile inventory on June 12, 2025,
during the previous war, but Iran had spent the intervening eight months restocking. As of February
2026, Israeli military intelligence estimated Iran possessed around 2,500 ballistic missiles. The types
of missiles Iran held were diverse. Short-range Fateh-110 class systems with ranges of 300
kilometers. The Khorramshahr-4, which traveled 2,000 kilometers. Iran's "hypersonic" Fattah-1 and
Fattah-2 missiles were included as well. The Fattah-1 was designed by adding a small solid-fuel
rocket motor to the reentry vehicle of conventional ballistic missiles, allowing it to change trajectory
during its descent. Iran claimed this missile reached speeds exceeding Mach 13. Fabian Hinz of the
International Institute for Strategic Studies noted that this classification "obscured more than it
explained," but it was true that maneuverable reentry vehicles (MaRV) placed increased burden on
existing interception systems. On March 1, reports indicated the Fattah-2 had entered combat use.
The Fattah-2 carries a hypersonic glide vehicle (HGV) rather than a maneuverable reentry vehicle. It
is capable of skip-glide flight through the atmosphere, making its approach vector difficult to predict.
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This category of weapon had never before seen combat use in the Middle East.

The targets were not limited to Israel.

Bahrain, Jordan, Kuwait, Qatar, Saudi Arabia, and the United Arab Emirates. All nations that Iran
judged to be hosting or acquiescing to U.S. military operations fell within range. Seven countries,
including Israel, came under simultaneous attack. According to Xinhua's timeline, explosions began
to be reported across Bahrain, the UAE, Qatar, Saudi Arabia, Kuwait, and Jordan around 9:30 AM
UTC on February 28. Iranian media announced that at least 14 U.S. military bases had been struck.

Iran's tactic in a single word: saturation. Simultaneous pressure from different altitudes, different
speeds, different directions. Slow drones launch first. Their role is to scatter air defense radar
attention and exhaust interceptor missile stockpiles. A single Shahed-series drone costs tens of
thousands of dollars. An intercepting Patriot missile runs 2 to 4 million dollars. An SM-6 costs over 4
million dollars. While swarms of drones drain air defenses, ballistic missiles following behind deliver
the main blow. Mix in cruise missiles as well, and an air defense system must simultaneously track
threats at low altitude, medium altitude, and high altitude. No air defense architecture was designed
to stop all three at one hundred percent effectiveness.

Prince Sultan Air Base in Saudi Arabia is a clear example. The base was home to U.S. Air Force E-3
Sentry airborne warning and control aircraft and KC-135 aerial refueling tankers. According to U.S.
officials who confirmed the details to the Wall Street Journal, Iranian missile strikes damaged at least
five U.S. Air Force refueling aircraft and destroyed an E-3 Sentry on the ground. The Washington
Post reported that at least ten service members were wounded, two of them seriously. At Camp
Buehring in Kuwait, the U.S. military compound came under strike, with six service members killed in
action. The waters near the U.S. Fifth Fleet headquarters in Bahrain were also hit by drones. Al
Dhafra Air Base in the UAE and Al Udeid base in Qatar were not spared.

On March 21, a more brazen incident occurred. Iran fired two long-range ballistic missiles at the
Diego Garcia joint U.S.-British military base in the Indian Ocean. A distance of roughly 3,800
kilometers from Iranian territory. According to U.S. officials cited by CNN and the Wall Street Journal,
one missile broke apart during flight and the other was intercepted by an SM-3 interceptor fired from a
U.S. Navy ship. Iran denied the attack entirely, but Israel insisted Iran had used a two-stage
intercontinental ballistic missile-class weapon. Regardless of success, Iran had shattered the
2,000-kilometer range limit it had set for itself. European capitals now fell theoretically within reach.

The military historical significance of this simultaneous attack on seven countries is unmistakable.
Compared to the Iran-Israel exchanges in April and October 2024, and the June 12, 2025 war, the
scale and simultaneity were in a different category entirely. It could not be compared to Iraq's Scud
missile provocations during the 1991 Gulf War. Iran had demonstrated that it possessed saturation
attack capability against which no single nation could mount one hundred percent defense.
CENTCOM announced within days that it had reduced Iran's missile-launch capacity by 86 percent.
Yet the "remaining 14 percent" had created damage sufficient to shake the entire Middle East.
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6.2 Cascading Strikes on Gulf Energy Infrastructure

Had Iran's retaliation remained confined to military bases, the character of this war might have been
different. Gulf nations would have found it disagreeable that U.S. military bases on their soil came
under attack, yet could have classified it as a matter between the United States and Iran. Iran did not
permit that classification.

Ras Laffan, a major industrial complex in Qatar. The world's densest concentration of liquefied
natural gas production facilities. Roughly 20 percent of global LNG supply originates here. Fourteen
massive LNG liquefaction trains stand in rows, with mega-capacity LNG carriers moored at adjacent
terminals.

On March 2, Iranian drones struck Ras Laffan and Mesaieed industrial zone. QatarEnergy
immediately announced a total halt to natural gas production. The order came from Energy Minister
Saad Sherida Al-Kaabi. Soon after, it declared force majeure across all LNG supply contracts.
According to Reuters citing internal sources, the gas liquefaction facilities alone would require weeks
to restart.

But the true catastrophe arrived on March 18.

That day, Israel conducted bombing strikes on Iran's South Pars gas field. South Pars is the world's
largest natural gas field, a resource shared by Iran and Qatar beneath the seabed. Iran was drawing
80 percent of its domestic natural gas demand from this field. Iran immediately announced retaliation.
Through Tasnim news agency, the IRGC specified five facilities it would strike "within hours": Saudi
Arabia's SAMREF refinery, the Jubail petrochemical complex, the UAE's Al Hosn gas field, Qatar's
Ras Laffan refinery, and Mesaieed petrochemical complex. And it kept its word.

Iranian missiles struck the LNG facilities at Ras Laffan with force. QatarEnergy announced that
"extensive damage" had been sustained. Tom Marzouk, director of gas and LNG at Wood
Mackenzie, told Al Jazeera that "Ras Laffan damage is severe enough that even if the conflict ends
and the Strait of Hormuz reopens, Qatar's LNG production will not fully recover within weeks." "It
could easily take months to return to full capacity, and the schedule for the North Field East and new
South Field projects will be affected as well," he assessed. Al-Kaabi of QatarEnergy expressed the
damage more directly. 17 percent of LNG export capacity had been lost. Annual revenue losses of
roughly 20 billion dollars were projected. Facility restoration would require three to five years. He
warned that "a single strike has set the regional economy back by 10 to 20 years."

Qatar's response was firm. The Foreign Ministry declared Iran's military and security attaché and his
staff as personas non grata and demanded they leave within 24 hours.

Saudi Arabia could not avoid the impact either. The SAMREF refinery at Yanbu on the Red Sea coast
came under strike. This refinery is a joint venture between Saudi Aramco and ExxonMobil. With the
Strait of Hormuz effectively closed, Yanbu represented Saudi Arabia's only alternative export route
for crude oil. Iran targeted precisely that alternative. The Saudi Defense Ministry announced it had
intercepted one ballistic missile aimed at Yanbu, but drones still got through. Dozens of additional
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drones headed toward Riyadh and the Eastern Region were also intercepted by Saudi air defenses.
Reports also surfaced that Greek-operated Patriot batteries intercepted two Iranian ballistic missiles
aimed at Saudi refineries.

Kuwait's situation was graver. Mina Al-Ahmadi, one of the world's largest refinery complexes, came
under repeated Iranian drone attacks. This refinery processes 730,000 barrels of crude daily. On
March 19 and 20, drones arrived on consecutive days. Fires broke out simultaneously in multiple
facilities, and Kuwait National Petroleum Company suspended operations at some units. No fatalities
were reported, but Kuwait International Airport's radar system and fuel tanks were struck by drones
as well. Kuwait's power and desalination facilities were hit, killing one Indian laborer. The Chief
Executive of Kuwait National Petroleum Company summarized the situation: "Iran essentially has
taken the global economy hostage."

In the UAE, U.S. military installations at Al Dhafra Air Base came under attack, and fires broke out
near Fujairah port. Near Dubai International Airport, a drone-related incident ignited a fuel tank,
temporarily halting flights. Bahrain's Bapco refinery also reported fires in warehouse facilities from
debris falling from "Iranian attack."

Iran's Foreign Minister Abbas Araghchi warned that these strikes represented only an "extremely
small fraction" of Iran's capability, and declared that any repeated attacks on Iranian energy facilities
would trigger "unlimited retaliation."

Consider the numbers. Qatar, responsible for 20 percent of global LNG exports, saw its key facilities
shut down. Saudi Arabia's only Red Sea export route faced disruption. Kuwait's largest refinery
sustained repeated hits. UAE ports and airports faced instability. All of this unfolded simultaneously
with the effective closure of the Strait of Hormuz. If the strait's blockade had stopped oil transport,
then infrastructure strikes had stopped oil production and refining itself. When these two conditions
converged, the energy supply capacity of the Gulf region collapsed structurally.

On March 19, after an Arab-Islamic foreign ministers conference held in Riyadh, Saudi Foreign
Minister Faisal bin Farhan told reporters: "There is a limit to the patience being shown now. We have
capacities and capabilities that are quite significant. If necessary, we will use them. Whether it takes a
day, two days, or a week, I will not say in advance."

Gulf nations faced a forced choice. Continue focusing on diplomacy and defense, or shift to an
aggressive response against Iran. Torbjorn Soltvet, Chief Middle East Analyst at Verisk Maplecroft
risk consulting, summarized the dilemma for CNBC: "Active measures to maintain neutrality, such as
restricting U.S. base access, proved ineffective at protecting Gulf states from Iranian strikes. But
military action against Iran could invite even more serious Iranian retaliation."

On March 26, six nations,Saudi Arabia, the UAE, Kuwait, Bahrain, Qatar, and Jordan,issued a joint
statement condemning attacks by Iran and Iran-backed Iraqi militias. This was a declaration that Gulf
states would no longer treat this war as someone else's problem.

6.3 Strikes on Israeli Territory
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Just before 2:00 PM on March 1, 2026, in Beit Shemesh, a city in central Israel. Located roughly 29
kilometers west of Jerusalem, a city of 130,000 residents. Tiferet Israel Synagogue in the Ramat Lehi
residential quarter. The time was the end of the Sabbath.

An Iranian ballistic missile made a direct hit on this synagogue. The building collapsed, and the
ceiling of the underground air-raid shelter came down with it. Nine people were killed. Three siblings
from the Biton family were among the dead: Yaakov (age 16), Avigail (age 15), and Sarah (age 13).
Twenty-eight people were wounded, two of them seriously. Search operations continued, with
concerns raised that more survivors might be trapped beneath the rubble.

Yehuda Shlomo, a paramedic with Magen David Adom (MDA), described the scene upon arrival:
"Massive structural destruction and smoke in the air, and tremendous chaos. Dozens of frightened
injured were making their way out of destroyed buildings."

Amnesty International released its investigation results on March 31. Based on analysis of verified
social media video, photographs, and video collected at the scene, the organization concluded that a
ballistic missile carrying a large warhead had been used. Israeli media estimated the warhead weight
at approximately 500 kilograms. Erika Guevara-Rosas, Senior Director of Research and Policy at
Amnesty, stated: "The weapon used in Iran's Beit Shemesh attack has extremely poor accuracy and
carries a large warhead, making its use in densely populated civilian areas entirely inappropriate."
According to 2024 analysis, Iranian ballistic missiles typically miss their targets by at least 500 meters
or more. The Beit Shemesh strike was the deadliest incident in Israel since the war began.

Questions arose about why the interception system failed to stop this missile. The Israeli military
confirmed that at least two interceptor missiles had been fired but missed. Reports also indicated that
warning sirens had not sounded in time in the Beit Shemesh area. Israel's air defense is structured as
a layered system: the Arrow-3 (exoatmospheric defense), Arrow-2 (upper atmosphere defense),
David's Sling (medium-range defense), and Iron Dome (short-range defense). Israeli military
spokesman Efi Defrin stated: "The air defense system operated but failed to intercept the missile." He
added: "This is not a new or unfamiliar type of ammunition."

Ammunition that was not new killed nine civilians. Israel's multilayered air defense was recording an
interception rate of 92 percent. Yet as Israeli military spokesman Daniel Shoshani acknowledged: "A
single ballistic missile can produce tragic results."

On March 21, Iranian missiles struck Dimona and Arad in southern Israel. Dimona is home to the
Shimon Peres Negev Nuclear Research Center, the cornerstone of Israel's nuclear weapons
program. Iranian state television reported that this strike was retaliation for an Israeli and American
attack that morning on Iran's Natanz nuclear enrichment facility using bunker-buster bombs. Nuclear
facility attacks were being met with nuclear facility counterattacks.

According to the Israel Ministry of Health, 116 people were wounded in Arad, seven of them
seriously. In Dimona, 64 people were wounded with one serious case. Soroka Medical Center
reported treating 175 injured from both cities. Israeli fire authorities explained: "In both Dimona and



55

Arad, interceptor missiles were fired but missed the threats. Two ballistic missiles carrying warheads
weighing hundreds of kilograms struck direct hits." The International Atomic Energy Agency stated
that no damage to the Negev Nuclear Research Center was reported and no abnormal radiation
readings were detected. However, IAEA Director General Rafael Grossi urged "maximum military
restraint in the vicinity of nuclear facilities."

Tel Aviv continued to suffer casualties. On February 28, a missile struck a residential building in Tel
Aviv, killing one civilian woman and wounding 22. On March 9, two construction workers at a site in
Yehud, outside Tel Aviv, were killed by fragments from an Iranian cluster munition. On March 17,
cluster munitions fell on an apartment building in Ramat Gan, killing two residents in their seventies
standing just outside a safe room. The appearance of cluster warheads on Iranian missiles
represented a new threat. In a March 11 report, the New York Times analyzed video of "flaming
debris falling" and raised concerns about international humanitarian law violations in light of the
civilian injury cases in central Israel.

Ben Gurion International Airport also remained unsafe. Missile fragments damaged three civilian
aircraft parked at the terminal. Israeli authorities limited maximum boarding on departing flights to 130
passengers.

Despite all this damage, Israeli fatalities remained markedly lower than those on the Iranian side. As
of late March, deaths from Iranian missiles on Israeli soil numbered around 15. According to the
Iranian Red Crescent Society's count as of March 6, at least 1,230 people had died in Iran. This
asymmetry served as evidence that Israel's multilayered air defense system and civil defense
infrastructure (safe rooms, warning sirens, the Home Front Command app) were functioning. Yet it
simultaneously proved that the system was not perfect, something Beit Shemesh demonstrated
plainly.

Israeli military spokesperson Shoshani attributed the sharp decline in missile launch frequency to the
success of the IRGC's launcher destruction operations. 'On the first day of war, hundreds of missiles
came flying. After that, there were days when the number dropped to single digits.' France24 reported
that by day five of the war, Iran's missile attack frequency had decreased markedly, but added that
the reason was 'unclear.' Was it due to U.S. and Israeli launcher destruction operations? Was Iran
preserving its remaining stockpile? Or was it preparing for a tactical shift in the next phase?

Prime Minister Netanyahu acknowledged in a statement released the night of the attack on Dimona
and Arad that it had been 'a very difficult night,' yet declared, 'We will fight the enemy with resolve on
all fronts.'

How far would that 'all fronts' extend? By the end of March 2026, no one could answer that question.
One thing was clear. Iran's retaliation had transformed this war from a bilateral conflict between the
United States and Iran into a regional crisis across the Middle East. The Gulf's energy infrastructure
burned, Israeli civilians died, and Kuwait's emir protested that 'we are being attacked without any
provocation by a neighboring Islamic nation we consider a friend.' America had started the war, but
America's allies were paying the cost. And that cost did not remain in the Middle East. As the



56

blockade of the Strait of Hormuz coincided with the destruction of Gulf energy infrastructure, the
global energy market began to shake.
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Chapter 7: The War Before the War
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7.1 The June 12, 2025 War

On June 12, 2025, the International Atomic Energy Agency (IAEA) board declared that Iran had
violated the Nuclear Non-Proliferation Treaty (NPT) safeguards agreement. It was the first time in
twenty years since 2005. Two days earlier, on June 10, President Trump said Iran had turned "much
more aggressive" at the negotiating table. Iran's Defense Minister Amir Aziz Nassirzadeh warned that
if conflict was forced upon them, they would strike U.S. military bases in the Middle East. Talks
continued at one table, while operational orders were being prepared at another.

In the early morning of June 13, the Israeli Air Force deployed approximately two hundred fighter jets
and began striking over one hundred targets inside Iran. The operation was named "Am Kalavi,"
which means "a lion rising" in Hebrew. The name carried a double meaning: the lion of the Jewish
people and, at the same time, the lion that was the emblem of the Iranian monarchy before the
Islamic Revolution. Israel summoned the Iran of the past to attack the Iran of the present.

The first strikes of the bombing campaign targeted the heart of Iran's nuclear program. The uranium
enrichment facility at Natanz, southeast of Isfahan,the pilot fuel enrichment plant (PFEP) above
ground was destroyed, and the underground fuel enrichment plant (FEP) suffered damage to its
centrifuges when the power supply infrastructure was cut. Satellite images showed two or three blast
craters on the surface above the underground facility. The Isfahan nuclear complex was struck three
times: twice by Israel, once by the United States. The uranium conversion facility (UCF), the uranium
metal production facility, the zirconium production plant, and the tunnel complex that stored nuclear
material all sustained damage. High-resolution satellite imagery taken on June 14 showed extensive
destruction across the entire Isfahan nuclear complex.

Attacks on personnel were more precise. Islamic Revolutionary Guard Corps (IRGC)
Commander-in-Chief Hossein Salami, Joint Chiefs of Staff Chairman Mohammad Baqeri, and IRGC
Aerospace Force Commander Amir Ali Hajizadeh were killed. At least fourteen nuclear scientists lost
their lives in car bombs and precision strikes. The Ministry of Defense headquarters in downtown
Tehran was also hit. A substantial portion of Iran's military leadership was eliminated on the first day
of the war.

Iran's counterattack was immediate and large-scale. Hundreds of ballistic missiles were fired at
Israel. Drones came first, followed quickly by missiles. Iran fired missiles at Israel nearly every night.
On June 15, Iran and Yemen's Houthi forces launched ballistic missiles simultaneously, striking
buildings in Bat Yam, Rehovot, and Tel Aviv. Nine were killed and about two hundred injured.
Sixty-one buildings sustained damage in Bat Yam alone.
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When the British Daily Telegraph analyzed radar data from Oregon State University, Iran's missiles
hit major military targets including Tel Nof Air Base, Glilot Intelligence Base, and the Ziporit Weapons
Manufacturing Facility with "remarkable accuracy." By the time the twelve-day war ended,
twenty-eight Israelis had been killed, twenty-three hundred homes were destroyed, two universities
and one hospital sustained damage. More than thirteen thousand Israeli citizens had to leave their
homes, and as of June 24, at least fifteen thousand were left homeless. Over six hundred ten Iranians
died in Israeli attacks. According to the Armed Conflict Location and Event Data Project (ACLED),
Israel conducted at least five hundred eight airstrikes against Iran, and Iran carried out at least one
hundred twenty missile and drone attacks against Israel.

The turning point came on June 22. The United States entered the war. President Trump initially took
an ambiguous stance, saying "nobody knows what I will do." But as the war entered its tenth day, the
United States deployed B-2 stealth bombers and submarine-launched Tomahawk cruise missiles to
strike three nuclear facilities at Fordow, Natanz, and Isfahan. Fordow was a facility buried deep inside
a mountain. Israeli Air Force weapons could not destroy it. Only American GBU-57 A/B bunker-buster
bombs could reach that depth.

The United States stated that the strike was limited and one-time. Iran responded the next day by
firing missiles at Al-Udeid U.S. Air Base in Qatar, but it had given advance warning to both Qatar and
the United States. It was a symbolic retaliation. There were no casualties.

On June 24, President Trump announced a ceasefire on social media. The condition was that Iran
cease hostilities for twelve hours, followed by both sides ceasing for another twelve hours. Iran's
Supreme National Security Council immediately declared victory. Israel announced it had agreed to
the ceasefire several hours later. The twelve-day war had stopped. Protests against the U.S. strikes
on nuclear facilities erupted in Tehran, and Iranian President Masoud Pezeshkian personally
attended the demonstration.

The most dangerous legacy left by this war was not destroyed buildings. It was missing uranium.
According to an IAEA report dated May 31, 2025, Iran possessed more than four hundred eight
kilograms of sixty-percent enriched uranium. If further enriched to weapons-grade ninety percent, it
could have produced about ten nuclear warheads. Iran had previously informed the IAEA that it would
take "special measures" to move nuclear material in case of military attack. On June 16, Iran
announced it had actually implemented those measures. There was an eight-day interval between
Israel's first strike and the U.S. strike on Fordow. Satellite imagery captured trucks moving from the
Fordow facility.

Vice President JD Vance admitted in a Fox News interview that he did not know whether the United
States had destroyed Iran's weapons-grade uranium stockpile. IAEA Director General Rafael Grossi
told CBS News, "I do not know where that material is, or whether some of it was destroyed during the
twelve days of attacks. Some of it may have been destroyed in the attacks, but some of it may have
been moved." The IAEA's eye, which had been monitoring Iran's nuclear program transparently, was
closed. On June 18, Iran's parliament passed legislation suspending cooperation with the IAEA. It
took effect on July 1. Inspectors could no longer access Iran's nuclear facilities.
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Analysis from Israel's Institute for National Security Studies (INSS) precisely identified the strategic
achievements and limitations of this war: "It inflicted serious damage on Iran's nuclear program and
long-range missile capabilities." But "regime change in Iran was not set as the war's objective."
Military infrastructure was destroyed, but the regime survived. Four hundred eight kilograms of
sixty-percent enriched uranium,neither the United States nor Israel knew where it was.

In September 2025, Iranian military authorities admitted that an earlier claim about shooting down two
Israeli F-35 fighter jets during the war had been false. The same month, results from a survey
conducted by GAMAAN of over thirty thousand Iranians were released. Forty-four percent answered
that the Islamic Republic bore responsibility for starting the war. The proportion blaming Israel was
thirty-three percent. Fifty-eight percent said the Islamic Republic had failed to protect its people.
Fifty-eight percent gave negative evaluations of Khamenei's conduct during the war. These numbers
revealed something: the war had weakened not just the regime's military power. It had undermined
the regime's legitimacy from within.

In December, IAEA Director General Grossi assessed that Iran was not currently resuming uranium
enrichment. Activity was detected at a newly constructed facility near Natanz, but no enrichment
activity was confirmed. Iranian Foreign Minister Abbas Araghchi made similar statements. But it was
clear what Iran held as a negotiating card: resuming cooperation with the IAEA, remaining in the NPT.
These would be Iran's main leverage in future negotiations. The analysis from Israel's Institute for
National Security Studies precisely summed up this impasse: "Iran finds itself in a deadlock with no
exit in sight. In its relations with the IAEA. In its relations with the United States."

In October, former Defense Minister Avigdor Lieberman posted a warning on X: "Those who think the
situation with Iran is over are wrong and are misleading people." "Iran is already actively moving to
strengthen its military." The twelve-day war brought no peace. It was pregnant with a greater war.

7.2 Iran's Protests and Bloody Crackdown, 2025-2026

On December 28, 2025, merchants in Tehran's Grand Bazaar shut down their storefronts. Shops
selling electronics and mobile phones closed first. The direct cause was the sharp spike in dollar
prices and gold values, and the vertical collapse of the rial's value. That day, in the open market, the
rial hit an all-time low of 1.44 million rials to the dollar. This is a currency that was seventy rials to the
dollar at the time of the 1979 Islamic Revolution. Even at the time of the 2015 nuclear deal (JCPOA),
it had been thirty-two thousand rials. Its fall to 1.44 million meant that Iranians' savings had become
nothing but numbers on paper.

The rial's collapse was not an overnight event. It was the direct hit from the June 12, 2025 war. After
the war, the rial lost an additional forty percent or more of its value. From roughly seven hundred
thousand rials to the dollar in January 2025, it rose to nine hundred thousand rials in July, and by
December to 1.44 million rials. The annual inflation rate exceeded fifty-two percent even by official
figures, and food prices rose an average of seventy-two percent year over year. In September, the
UN Security Council restored sanctions on Iran. In December, the Iranian government introduced a
new tier to its world's cheapest gasoline subsidy system, effectively raising fuel prices. Household
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burdens grew heavier.

The bazaar merchants' store closures led to students joining them the next day. Merchants and
students marched together toward Imam Khomeini Square in Tehran. Chants rang out: "Death to the
dictator." "Not Gaza, not Lebanon,I will give my life to Iran." "Dismantle the Islamic Republic."
Students from Amirkabir University, Beheshti University, Sharif University of Technology, Isfahan
University of Technology, and Yazd University joined the gathering. The protests spread from Tehran
to Mashhad, Isfahan, and Shiraz, then to over two hundred cities across all thirty-one provinces. It
surpassed the scale of the "Woman, Life, Freedom" protests triggered by the death of Mahsa Amini in
2022.

Iranian President Masoud Pezeshkian initially acknowledged the protesters' grievances and proposed
dialogue. State media rarely reported the protests as resulting from the economic crisis. But the firing
of the central bank director and the announcement of household subsidies did not calm the crowd.
The protesters' demands had already moved beyond economic improvement. Beheshti University
students issued a statement: "This criminal regime has held our future hostage for forty-seven years.
It will not change through reform or false promises."

On January 3, Supreme Leader Ali Khamenei spoke. He defined the protesters as "rioters" and said
they must be "put back in their place." That same day, the IRGC Lorestan Corps declared that "the
time for tolerance has ended," warning that it would deal "without mercy" with "rioters, organizers, and
leaders of anti-security movements." On January 5, the head of the judiciary ordered prosecutors not
to show "leniency" toward protest participants and to proceed quickly with trials.

On January 8, the internet was cut off. It was the most comprehensive internet shutdown in Iranian
history. The internet had been shut down during protests in 2019 and 2022. On both occasions,
widespread state violence followed after the shutdown. This time the sequence was the same. But
the scale was incomparable.

According to videos verified by Amnesty International and eyewitness testimony, security forces were
positioned on streets and building rooftops and repeatedly fired rifles and shotguns loaded with metal
pellets at protesters. They aimed at heads and torsos. The forces deployed in suppression included
the IRGC and its Basij battalions, Iran's police (FARAJA), and plainclothes agents. The massacre
was concentrated on January 8 and 9. Over those two days, the death toll soared into the thousands.

One video analyzed by the BBC verification team showed inside a morgue. According to forensic
examination, nearly two hundred bodies were laid out, with clear signs of trauma. The youngest
victim was sixteen years old. In video from the Beheshte Zahra cemetery in Tehran transmitted to
Amnesty, family members were seen wandering among black body bags searching for relatives. At
least one hundred twenty body bags were confirmed. One family member testified that when she
went to claim a body on January 9, she witnessed "a horrific sight of a morgue overflowing with
corpses."
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A healthcare worker in Fardis told Amnesty this: "Eighty-seven bodies arrived at Soleimani Hospital
that night alone. Parisian Hospital had four hundred twenty-three wounded." A healthcare worker in
Mashhad provided similar testimony. One witness said that in the Narmak area, "at least five or six
people in front of us were shot and fell." Video footage from Bakilabad showed security forces firing at
protesters from a high position like an overpass.

Amnesty also documented the authorities' treatment of family members: "The authorities demanded
that families of slain protesters pay large sums of money or sign an affidavit falsely claiming the
deceased was a Basij member, in order to receive the body." A message from relatives of a woman
shot to death in Tehran Province was made public: "The security forces shot her, and she died from
blood loss because she did not receive treatment. When someone dies, the security forces do not
easily hand over the body to family members. For the family to receive the body, they must write that
the person was a Basij member and was killed by protesters."

Estimates of the death toll showed extreme variation. This variation itself was evidence of the
information blockade carried out by Iran's regime. The U.S.-based Human Rights Activists News
Agency (HRANA) stated that as of February 5, 2026, it had confirmed and documented 7,015 deaths.
Of these, at least 6,508 were protest participants, and an additional 11,744 cases were under
investigation. The Norway-based Iran Human Rights NGO (IHRNGO) announced that at least 3,428
people were shot dead between January 8 and 12 alone. More than forty thousand were arrested.

However, other sources presented much higher figures. The Guardian reported in late January that
deaths could exceed thirty thousand, noting that less than ten percent of deaths may have been
officially registered. Time magazine, the Guardian, and Iran International cited local health officials as
reporting that between thirty thousand and thirty-six thousand five hundred people were shot dead
over those two days of January 8 and 9. The Iran International editorial board, after reviewing newly
obtained classified documents, field reports, and testimony from medical staff, witnesses, and family
members, confirmed that more than thirty-six thousand five hundred had been killed. They described
this as "the largest and most brutal massacre of street protesters in history over a span of two days."
The International Centre for Human Rights in Canada, through interviews with sources inside Iran's
public health system, estimated forty-three thousand deaths.

Iran's official government announcement was three thousand one hundred seventeen deaths. It
classified two thousand four hundred twenty-seven as "civilians and security personnel" and the rest
as "terrorists." UN Special Rapporteur on Human Rights in Iran Mai Sato stated on January 16 that at
least five thousand had died, while sources at healthcare facilities suggested it could reach twenty
thousand.

From the confirmed minimum of seven thousand seven to the maximum estimate of roughly
forty-three thousand. This enormous gap is the darkness created by internet shutdown, deliberate
evidence destruction, forced secret burials of bodies, and intimidation and coercion of family
members. An IRGC intelligence unit report obtained by Iran International reported at least twelve
thousand deaths to the Supreme National Security Council and the Presidential Office on January 11.
This figure came two days after the massacre. Yet Iran International wrote: Due to "the scale of the
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massacre, deliberate concealment, deliberate confusion in the registration and transportation of
bodies, pressure on families, and clandestine burial of some victims," it appears that "even the
security agencies themselves have not yet grasped the exact final death toll."

President Trump said in his 2026 State of the Union Address that "thirty-two thousand protesters
were killed." The European Union and Ukraine designated the IRGC as a terrorist organization.
Trump said those responsible for the massacre would "stand trial and be executed," and that regime
change would occur, though "it may not be imminent."

Protests came under authorities' control around January 19. But they did not completely disappear.
On February 21, students began a second round of protests at multiple universities. On February 24,
Basij and security forces attacked students who had been protesting for four days. On March 13, the
IRGC threatened that if protests resumed, it would conduct even larger suppressions than in January.

There was a university student named Raha Bohlouli Pour. She was shot to death by security forces
near Fatemi Square in Tehran on January 8. Her name, "Raha," means "freedom" in Persian. She
had interests in art and music. She was neither an organizer nor a public figure. She had not chanted
slogans or belonged to any faction. Iran International wrote: "She did not die because she wielded
power or made demands. She died because she embodied a way of existence that the state feared."

7.3 Trump's Military Mobilization

On January 2, 2026, President Trump issued a warning to Iran. If the Iranian government "violently
killed peaceful protesters," the United States would "go rescue them," he said. On January 13, he
expressed support for Iranian anti-government protesters and promised that "help is coming." That
same day, he announced that a U.S. "armada" was heading to the Middle East. It included the aircraft
carrier USS Abraham Lincoln and numerous Aegis guided-missile destroyers.

USS Abraham Lincoln departed the waters near the Philippines in the South China Sea around
January 15 and redirected its course toward the Middle East. The 9th Air Wing (CVW-9) included
F-35C Lightning II stealth fighters from Marine Fighter Attack Squadron 314 (VMFA-314).
Approximately fifty-seven hundred personnel moved with this strike group. It arrived in the Arabian
Sea near Oman around January 25-26. Until then, from January 5 to 25, there had been no aircraft
carrier in the waters under U.S. Central Command (CENTCOM) jurisdiction. It was the first such gap
since October 2023.

Air power augmentation began earlier. Between January 18 and 21, roughly thirty-five F-15E Strike
Eagles were moved from RAF Lakenheath in Britain to Muwaffaq Al-Salti Air Base in Jordan. On
January 21, a second contingent of twelve additional aircraft departed. CENTCOM publicly stated on
social media that the F-15E deployment would "improve combat readiness." This rare public
acknowledgment itself was part of the signal the Trump administration wanted to send. Analysts
tracking aircraft noted that dozens of U.S. military transport planes were heading toward the Middle
East. At Al-Udeid base, KC-135 air-refueling tankers increased to at least twenty. This number was
well above the normal peacetime level.
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On February 13th, President Trump ordered the USS Gerald R. Ford, the world's largest aircraft
carrier, and its escort vessels to depart for the Middle East. This 13-billion-dollar supercarrier carried
four squadrons of F/A-18 Hornet fighters, EA-18G Growler electronic warfare aircraft, E-2D early
warning aircraft, and helicopters. Combined crew and air personnel numbered over 5,000. The Ford
had been supporting operations off Venezuela (Southern Sphere Operations) in the Caribbean. On
February 20th, the Ford was spotted near the Strait of Gibraltar. After resupply at Souda Bay Naval
Base in Crete, Greece, it departed on February 27th toward the Israeli coast. Two aircraft carriers, the
Abraham Lincoln and the Ford, were simultaneously deployed to the Middle East. This was the
largest concentration since five carrier battle groups assembled during Operation Iraqi Freedom in
2003.

On February 24th, satellite imagery captured 11 F-22 Raptor fighters deployed at Ovda Air Base in
southern Israel. Photos from Chinese satellite company Maxar Vision showed the aircraft clearly on
the runway and taxiways. It was the first time the United States had stationed offensive weapons on
Israeli soil. U.S. Air Force aerial refueling tankers at Ben Gurion International Airport increased to 14
total. This ensured the Ford carrier air group's aircraft could reach Iran.

Gulf allied nations including Saudi Arabia and the United Arab Emirates refused to allow their bases
and airspace for attacks on Iran. They feared Iranian retaliation. This is why Muwaffaq al-Salti Base in
Jordan became the Pentagon's key deployment hub. Israel emerged as an alternative. On February
26th, reports stated that U.S. Navy Command personnel in Bahrain had been reduced to fewer than
100 essential staff. Satellite imagery confirmed all U.S. military vessels previously moored in
Bahrain's harbor had departed. Similar defensive measures had been taken in June 2025, just before
the nuclear facility strike.

On February 28th, the United States and Israel attacked Iran. Operation Epic Fury had begun.
However, the war did not end there. As Iran blockaded the Strait of Hormuz and struck Gulf energy
infrastructure, the United States had to continue reinforcing its forces.

As the war entered its second month, ground forces began moving. The USS Tripoli, stationed in
Sasebo, Japan, received deployment orders on March 13th with approximately 2,200 Marines of the
31st Marine Expeditionary Unit. It halted training near Taiwan and proceeded through the Malacca
Strait, past Diego Garcia, toward the Middle East, arriving in the CENTCOM area around March 28th.
The Tripoli is a 261-meter-long, 45,000-ton America-class amphibious assault ship capable of
operating F-35B fighters while projecting Marines ashore and by air. The 31st MEU is the only
forward-permanently-deployed expeditionary unit of the U.S. Marine Corps.

From San Diego, California, the USS Boxer departed on March 19-20th with approximately 2,500
Marines of the 11th Marine Expeditionary Unit. The Boxer amphibious combat group was
accompanied by USS Comstock and USS Portland. The voyage required approximately 22,200
kilometers, reaching the combat zone only by mid-April. The 11th MEU consisted of approximately
2,200 Marines and sailors, with approximately 2,000 additional sailors across the entire task force.
This unit had participated in a diversionary operation off Kuwait's coast during the 1990-91 Gulf War.
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On March 25th, the 82nd Airborne Division at Fort Bragg, North Carolina, received Middle East
deployment orders. Approximately 2,000 to 3,000 Immediate Response Force personnel were
involved. Major General Brandon Tegtmeyer, the division commander, and division staff relocated as
well. The 82nd Airborne Division is the U.S. Army's rapid response force, capable of deployment
worldwide within 18 hours. Its mission is to parachute into hostile or conflict zones, secure airfields,
and establish bases for subsequent operations. The 82nd Airborne had been deployed to the Middle
East following Qasem Soleimani's death in 2020.

With the two Marine expeditionary units combined, approximately 4,500 Marines and sailors would
arrive. Including 82nd Airborne personnel, approximately 7,000 additional troops deployed after war's
start. Approximately 50,000 U.S. troops were already stationed in the Middle East.

Secretary of State Marco Rubio stated in congressional briefing that the United States might need to
physically secure nuclear materials from inside Iran. "People have to go in and get it." He did not
specify who would perform the mission. The New York Times reported that the Marines and 82nd
Airborne could be deployed to forcibly regain control of the Strait of Hormuz or seize Kharg Island,
handling 90 percent of Iran's oil exports. CNN reported that Iran deployed additional personnel and
air defense systems to Kharg Island and began laying antipersonnel and antitank mines around the
island.

White House spokesperson Anna Kelly stated, "President Trump always maintains all military
options." President Trump himself continued leaving open the possibility of agreement with Iran. "We
are right in the middle of real deal possibilities. If I were a gambler, I would bet on a deal." However,
he warned: "If a deal is not reached, bad things will happen."

Mark Cancian of CSIS told Al Jazeera: "The United States is doing everything it would do for any kind
of attack. It has moved aircraft to the region and deployed support assets like AWACS aboard two
aircraft carriers." Michael O'Hanlon of the Brookings Institution noted that if the United States
intended to strike only remaining facilities of Iran's nuclear program, long-range B-2 bombers alone
would suffice. "The forces currently deployed are clearly designed to strike targets inside Iran and
prepare for retaliation." Ali Baez of the International Crisis Group warned that Iran was unlikely to
respond as limitedly as since June 2025. "Particularly if leadership feels targeted, Iran could respond
in a much larger and more comprehensive manner."

In a letter to the UN Security Council chairman, Iran stated it "does not want tensions or war and will
not start a war," but if the United States attacks, it will respond "resolutely and proportionally." "The
United States will bear full and direct responsibility for all unpredictable and uncontrollable
consequences."

Akhmad al-Hamidawi, leader of Iraq's Kataib Hezbollah, declared: "A warning to the enemies: a war
against the Islamic Republic will not be a picnic. You will taste death in its most bitter form, and
nothing of yours will remain in this region." Naim Kassem, leader of Lebanese Hezbollah, said: "Over
the past two months, several parties have posed a clear question to me: If Israel and the United
States wage war against Iran, will Hezbollah intervene or not?" He replied that Hezbollah was



65

"preparing for a possible invasion and has resolved to defend it."

In the 2003 Iraq War, the United States deployed approximately 250,000 ground troops. In Operation
Desert Storm in 1991, a coalition of 35 nations with over 700,000 personnel participated. By late
March 2026, total U.S. military presence in the Middle East stood at approximately 57,000 personnel.
By these numbers alone, a full-scale invasion of Iran seemed distant. However, the force composition
was different. Assault landing ships, Marine expeditionary units, airborne divisions. These were units
designed to occupy territory and seize specific positions. There was no room for Iranian authorities to
misunderstand the deployment.

According to ABC News, before the war, U.S. intelligence agencies obtained information that "Iran
intended to conduct surprise attacks using unmanned aerial vehicles against unspecified targets in
California in the event of a U.S. attack." From Iranian soil to American soil. The war's range was
crossing the ocean.

The 12-day war in June 2025 weakened Iran's military but did not topple the regime. The protests
from December 2025 through January 2026 dragged the regime's legitimacy to rock bottom but did
not deliver the killing blow. Operation Epic Fury in February 2026 eliminated the Supreme Leader but
closed the strait. So in March, the United States had to send Marines and airborne troops. At each
stage, there was a judgment that "this should be enough," and each time that judgment proved
wrong.
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Chapter 8: The Noose of 21 Miles
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8.1 Geography and Scale

The narrowest point of the Strait of Hormuz is 34 kilometers. It is shorter than the straight-line
distance from Seoul to Suwon. On clear days, the Musandam Peninsula of Oman is visible from the
Iranian coast. Through this narrow passage flows 20 million barrels of crude oil and petroleum
products daily. That is one-fifth of the world's daily oil consumption and more than one-quarter of all
oil traded by sea.

The number 34 kilometers is an illusion.

Not all of the strait is navigable. The seafloor is shallow and reefs are scattered, so only a portion of
the waters can accommodate very large crude carriers with deep drafts. The International Maritime
Organization has established a Traffic Separation Scheme within the strait to prevent collisions.
There are separate lanes for entering and exiting the Persian Gulf. Each lane is 2 miles wide,
approximately 3.2 kilometers. Between the two lanes is a 2-mile buffer zone for collision avoidance.
The actual width of sea lanes available for ships is roughly 6.4 kilometers in both directions
combined.

Consider how tight a 3.2-kilometer-wide channel is for a tanker 330 meters long and 60 meters wide.
Such a vessel requires several kilometers just to stop once its engines are cut. Two ships cannot
pass side by side in this waterway. They must proceed single file. This delicate choreography
continues 24 hours, 365 days a year.

Iran's coastline encloses the entire northern side of the strait. The tail end of the Zagros Mountains
extends to the sea, making the mountainside ideal for concealing anti-ship missile batteries and
coastal artillery. Within the strait are Qeshm Island, Hormuz Island, and Larak Island, which Iran uses
as military bases. The islands of Abu Musa and the Greater and Lesser Tunbs, over which the UAE
disputes sovereignty, also occupy positions here. These islands command the ability to monitor and
strike all ships passing through the strait at close range. High-speed craft of Iran's Islamic
Revolutionary Guard Corps deploy from these islands as operations demand.

As of 2024, an average of 20 million barrels of crude oil and petroleum products passed through the
Strait of Hormuz daily. This figure comes from the U.S. Energy Information Administration. In the first
half of 2025, this volume remained nearly unchanged. Eighty-four percent of this cargo was destined
for Asia. China, India, Japan, and South Korea received 69 percent of the crude oil passing through
Hormuz.
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Nor is it oil alone. Qatar accounts for approximately 20 percent of the world's liquefied natural gas
exports, and the only route for Qatar's LNG to reach the global market is through the Strait of
Hormuz. As of 2025, Qatar's annual LNG exports exceeded 112 billion cubic meters. This gas
supplies winter heating and power generation for South Korea and Japan, and serves as an energy
source for Europe after it cut Russian gas supplies. If the strait closes, there is no overland transport
route to replace this gas.

Alternative routes do exist, though limited. Saudi Arabia has an East-West Pipeline connecting the oil
fields along the Persian Gulf coast to Yanbu port on the Red Sea coast. Saudi Aramco states this
pipeline has a daily capacity of up to 7 million barrels. However, approximately 2 million barrels are
already used in normal operations, leaving spare capacity between 3 million and 5 million barrels.
The UAE has a pipeline directly connecting Abu Dhabi's oil fields to Fujairah port on the Gulf of
Oman, but its spare capacity is also modest after accounting for normal usage. Iraq, Kuwait, Qatar,
Bahrain, and Iran have no pipelines to bypass the Strait of Hormuz.

Even at maximum capacity, all alternative pipelines can replace only 3.5 million to 5.5 million barrels
daily. If Hormuz closes, approximately 14 million barrels of crude oil daily lose their destination. And
LNG cannot be rerouted by pipeline, so the damage accumulates entirely.

This is the physical reality of the Strait of Hormuz. A lifeline for the planet,20 million barrels daily,is
squeezed through a waterway 34 kilometers wide, with actual shipping lanes only 3.2 kilometers
wide. The total capacity of alternative routes falls short of even half this volume.

8.2 A History of Recurring Crises

In October 1973, Egypt and Syria launched a surprise attack on Israel, igniting the Yom Kippur War.
Arab oil-producing nations halted petroleum exports in retaliation against the United States and the
West for their support of Israel. This was the First Oil Crisis. The oil removed from markets
represented only about 6 percent of global supply. Yet with just 6 percent gone, oil prices surged from
three dollars to twelve dollars per barrel, a fourfold increase. Advanced economies sank into
stagflation. The world experienced for the first time the reality that oil could be a weapon.

The character of the Strait of Hormuz changed fundamentally in 1979. An Islamic revolution erupted
in Iran, toppling the Pahlavi dynasty and giving way to Khomeini's Islamic Republic. Iran, once an
American ally, became an adversary that called America "the Great Satan." Iran's oil production
plummeted, bringing the Second Oil Crisis. From this moment forward, Iran began viewing the Strait
of Hormuz not as a commercial waterway but as a strategic instrument to pressure the West. The
Islamic Revolutionary Guard Corps was established and asymmetric naval power was built up. A
doctrine took shape: "If our interests are threatened, we will close the strait."

The Strait of Hormuz became an actual battlefield during the Iran-Iraq War (1980-1988). Beginning in
1984, Saddam Hussein of Iraq attacked Iranian tankers and the Kharg Island oil terminal with
French-made Exocet missiles to cripple Iran's oil exports. Iran retaliated. It attacked Kuwaiti and
Saudi tankers supporting Iraq using Islamic Revolutionary Guard Corps speedboats, naval mines,
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and helicopters. During this eight-year campaign known as the Tanker War, Iraq conducted 283
attacks and Iran conducted 168. Lloyd's estimated that 546 merchant vessels were damaged during
this period and approximately 430 civilian mariners were killed.

The Persian Gulf became a sea swarming with missiles and mines. In 1987, Kuwait's government
devised an ingenious solution. It asked the United States whether it could place the American flag on
its own tankers. The Reagan administration, after deliberation, agreed. Operation Earnest Will, in
which the U.S. Navy escorted tankers, began. It was the largest naval convoy operation since World
War II.

Still, the U.S. Navy paid a steep price. In July 1987, during the first escort mission, the
American-flagged tanker Bridgeton struck a mine laid by Iran. In April 1988, the escort frigate USS
Samuel B. Roberts struck a mine, fracturing its keel and opening a 15-foot hole. About 60 crew
members were wounded. The U.S. responded with Operation Praying Mantis, striking Iranian naval
vessels and oil platforms. Two Iranian Navy frigates were sunk or severely damaged in the process.
In July 1988, the U.S. Navy cruiser USS Vincennes mistook an Iranian civilian airliner for a fighter and
shot it down. All 290 passengers and crew were killed.

The Tanker War was ghastly, yet one fact remained unchanged. The Strait of Hormuz never fully
closed. The U.S. Navy's overwhelming firepower suppressed Iran's blockade attempts, and Iran itself
calculated that if it closed the strait, its own oil exports would be cut off as well. Insurance costs
surged and some ships were attacked, but the flow of oil itself continued.

Tensions reached a peak again during Iraq's invasion of Kuwait in 1990 and the ensuing Gulf War in
1991. Iraqi forces sowed mines in the Persian Gulf, but under pressure from the coalition's air and
naval power, the strait remained open.

For decades afterward, whenever tensions with the West over nuclear development intensified, Iran
threatened to close Hormuz. In 2012, Iran's Navy conducted large-scale military exercises in the
strait, displaying its blockade capabilities. In 2019, several tankers near the Strait of Hormuz came
under attack in successive incidents. Yet each time, Iran did not cross the line. The calculation that
closing the strait would kill itself remained operational.

Global stock and oil markets grew accustomed to this pattern. "Hormuz crises ultimately resolve
through rhetoric." This was the lesson learned over half a century.

8.3 Why This Time Is Different

On February 28, 2026, the United States and Israel launched Operation Epic Fury, eliminating Iran's
Supreme Leader Ali Khamenei and striking military installations across Iran. A decades-long implicit
red line collapsed. For an Iran that had lost its leadership, closing the Strait of Hormuz was no longer
an act of suicide. In a situation where full-scale war had already begun, it became the choice of a side
with nothing left to lose.
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On March 2, a senior Islamic Revolutionary Guard Corps official made an official announcement. The
strait was closed, and all ships attempting passage would be targets of attack. And Iran acted on
these words.

The night of February 28, at least three tankers near the strait came under fire. One was engulfed in
flames off the Omani coast. On March 1, the tanker Skylight was struck by a projectile north of
Khasab, Oman, killing two Indian crew members and wounding three. On the same day, a crewless
surface vessel attacked the MKD VYOM, causing fire and explosion in the engine room. One Indian
crew member died. By around midnight on March 2, not a single tanker transmitting an Automatic
Identification System signal remained within the strait.

Attacks continued afterward. On March 6, a tug sent to rescue an attacked ship was struck by two
missiles and sank, with at least three crew members missing. On March 7, the Islamic Revolutionary
Guard Corps announced it had attacked the tanker Prima with a drone and the American tanker Louis
P with a drone within the strait. The tanker Sonangol Namibe, anchored in Kuwait's port, came under
attack from an unmanned surface vessel, causing an oil spill. The port was more than 800 kilometers
from the strait. The incident demonstrated that Iran's striking range extended far beyond the strait
itself.

As of March 12, confirmed attacks by Iran against merchant vessels numbered 21. According to the
Joint Maritime Information Center, 23 maritime attacks were reported in the Arabian Gulf, Strait of
Hormuz, and Gulf of Oman regions. Mariner deaths totaled at least five.

There are three fundamental reasons why this time is different from the past.

First is the method of physical blockade. Iran did not employ a conventional blockade by lining
warships across the strait. Instead, it used asymmetric tactics combining drones, anti-ship missiles,
unmanned surface vessels, and high-speed craft attacks. Mines were added to the mix. CNN
reported on March 10 that Iran had begun laying mines in the strait. The number of confirmed mines
reached dozens, but Iran retained 80 to 90 percent of its small minelayers, making it capable of laying
hundreds more. The mines were of the Maham-3 and Maham-7 varieties, modern weapons equipped
with magnetic and acoustic detection sensors. U.S. Central Command announced on March 10 that it
had destroyed multiple Iranian naval vessels, including 16 minelayers. Yet naval analyst Farzin
Nadimi assessed that most of Iran's small fast-attack craft remained intact.

Dozens of mines are, from a military standpoint, a scale that mine-countermeasures vessels can
clear. The problem was not military removal but psychological and economic effect. The mere
possibility of mines ties up a hundred-million-dollar tanker. Ship owners, captains, crew, and insurers
all refuse to accept that gamble.

Second is the insurance market's response. On March 1 and 2, seven of twelve international
Protection & Indemnity insurance clubs sent cancellation notices for war risk insurance covering the
Persian Gulf, Gulf of Oman, and Iranian territorial waters. These included Gard, Skuld,
NorthStandard, the London P&I Club, and the American Club. The cancellations took effect from
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March 5.

War risk insurance operates on this structure. Ship owners pay annual premiums and receive
coverage worldwide during peacetime. However, to enter high-risk zones designated by London's
Joint War Committee, they must pay an additional premium each time. Before the war, this additional
premium was 0.125 to 0.2 percent of hull value. When war started, this rate jumped to 1 percent in a
single day. To transit the Strait of Hormuz required 1.5 to 3 percent, and 5 percent for ships
connected to the U.S., UK, or Israel. For a 150-billion-won LNG carrier, this meant an additional
insurance premium exceeding 1.5 billion won per transit. Estimates suggested total insurance costs
for transiting Hormuz could reach 100 to 140 billion won per vessel.

Insurance existed. The Lloyd's Market Association stated on March 23 that war insurance for strait
transit remained possible. It said 88 percent of Lloyd's insurers maintained underwriting capacity. Yet
this meant insurance "existed," not that ships "were moving." In the same statement, the LMA said
that the reason ships were not moving was not a lack of insurance, but because captains and owners
judged the safety risk to crews and vessels too high.

Ship owner Harry Vafias's words sum up the situation. His family owns or manages about 100
tankers, bulk carriers, and LPG carriers. He told Lloyd's List: "Right now, there is no insurance for
transiting the Strait of Hormuz, and nobody wants to do it. The probability of being hit is too high. You
would be insane to do it without insurance."

The results showed in numbers. Before the war, approximately 138 cargo ships passed through the
Strait of Hormuz daily. On March 7, only one commercial ship transited the strait and zero tankers.
According to Lloyd's List tracking, 142 vessels in total transited the strait from March 1 to 25, a span
of 25 days. In the same period in 2025, 2,652 vessels passed through. That was a 94.6 percent
decline. Barely one day's pre-war traffic was squeezed into 25 days.

Third, this time Iran not only closed the strait but opened it again on its own terms.

Iran established a selective control system blocking most vessels while allowing some passage.
Instead of the central bidirectional shipping lanes previously used, it opened a new route through
Iranian territorial waters between Qeshm and Larak islands. This passage lay just 20 miles from the
Iranian mainland, directly off Bandar Abbas, home to Iran's principal naval base.

The procedure works as follows. The ship's operator submits the vessel's International Maritime
Organization number, cargo list, final destination, crew roster, and ownership information to an
intermediary connected to the Islamic Revolutionary Guard Corps. The Guard Corps reviews this. It
questions sanctions status, cargo content, and geopolitical character. If approved, an authorization
code and route instructions are issued. When the ship approaches the strait, the Guard Corps
confirms the code via very high frequency radio. If confirmed, an Iranian escort vessel appears to
guide the ship through Iranian territorial waters around Larak Island. Without the authorization code,
passage is denied. In mid-March, Islamic Revolutionary Guard Corps Navy Commander Alireza
Tangsiri announced that the container ship Selen had been turned back for "failure to follow legal
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procedures and lack of authorization."

According to Lloyd's List tracking, 26 vessels transited the Islamic Revolutionary Guard
Corps-controlled route from March 13 to 25. These included vessels flagged to China, India,
Pakistan, Malaysia, Egypt, and South Korea. The Chinese-owned tanker Bright Gold transited this
route on March 23. Two Indian gas carriers and one Saudi tanker bound for India were granted
passage. A Pakistani tanker received Iranian authorization and transited on March 16. On March 26,
Malaysia announced it had received authorization for its vessel's passage.

And there was a transit toll.

Iranian MP Alaeddin Boroujerdi said in an interview with the London-based Persian satellite
broadcaster Iran International, "War has costs. Of course, we should collect tolls from ships passing
through the Strait of Hormuz." The amount was 2 million dollars per vessel, about 3 billion Korean
won. According to Lloyd's List, at least two ships settled this toll in Chinese yuan. The payment was
brokered by a Chinese shipping services company and remitted to Iranian authorities in yuan.
According to the Atlantic Council, March transaction volume on China's Cross-Border Interbank
Payment System (CIPS) hit a record high for the year.

The Iranian parliament did not stop there. MP Mohammadreza Rezaei Kouchi declared through the
Revolutionary Guards-affiliated news agencies Fars and Tasnim that parliament was pursuing
legislation to formally codify Iran's sovereignty and control over the Strait of Hormuz and to create a
legal framework for collecting tolls.

Military blockade is an act of war. When war ends, it disappears. But law is different. If the Iranian
parliament codifies sovereignty over the strait and toll collection in domestic law, even when a
ceasefire or peace agreement is reached, that law does not automatically vanish. One of Iran's five
conditions for ending the war was "recognition of Iran's sovereignty over the Strait of Hormuz."

The UN Convention on the Law of the Sea (UNCLOS) guarantees transit passage rights through
international straits. Article 44 stipulates that straits-adjacent states must not obstruct transit passage.
However, Iran signed this convention in 1982 but did not ratify it. On this basis, Iran claims it is not
bound by the convention's transit passage provisions.

Gulf Cooperation Council (GCC) Secretary-General Jasem Mohamed al-Budaiwi characterized Iran's
toll collection as "an invasion and violation of the UN Convention on the Law of the Sea." Sal
Mercogliano, a maritime historian at Campbell University, said, "There is nowhere in international law
that says you should set up a toll gate and squeeze ships."

But legal disputes are one thing, and reality is another. Iran held physical control of the strait. No
matter how powerful the U.S. Navy, the challenge of suppressing Iran's 1,000-mile coastline, mobile
anti-ship missiles hidden in mountainous terrain, a fleet of small fast attack craft, mine-laying
capability, and guaranteeing the safety of merchant vessels was an entirely different order of
magnitude. Retired U.S. Army Colonel Richard Allen Williams said in an interview with Radio Free
Europe/Radio Liberty (RFE/RL), "I cannot think of an easy way to militarily reopen and maintain
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Hormuz."

Lloyd's List assessment was equally sobering. Even in the most optimistic escorted convoy scenario,
strait traffic would remain at about 10 percent of normal, and it would take months to clear over 600
stuck vessels.

International Energy Agency (IEA) Executive Director Fatih Birol described the situation as "the
largest supply disruption in the history of the global oil market." Approximately 15 million barrels of
crude oil and 5 million barrels of petroleum products were trapped inside the Persian Gulf per day.
Iraq and Kuwait had to reduce production as storage tanks filled. Brent crude topped 100 dollars per
barrel on March 8th, then climbed to 126 dollars. This was a rise of more than 40 percent from the
pre-war level of 73 dollars.

In 1973, when only 6 percent of supply was cut off, oil prices quadrupled. During the Tanker War in
the 1980s, the strait never fully closed. In March 2026, 20 percent of global oil supply was cut off,
strait traffic dropped 95 percent, and the total capacity of alternative routes fell short of even one-third
of the lost volume.

If previous crises had been convulsions within the system, the March 2026 Strait of Hormuz was a
hand tightening the system's own windpipe. And that hand was demanding a toll. Not in dollars, but in
yuan.
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9.1 The IRGC's Blockade Declaration

Monday, March 2, 2026, prime-time news on Iran's state television IRINN. Standing before the
camera was Ebrahim Jabari, senior advisor to the Commander-in-Chief of the Islamic Revolutionary
Guard Corps (IRGC). He wore a military uniform. His face was expressionless. And from his mouth
came a single statement that froze the world's energy market.

"The strait is closed. Any attempt to pass will result in revolutionary guard and naval forces setting the
vessel alight."

This declaration bore no resemblance to the rhetorical threats Iran had repeated in the past.
Previously, whenever Iran faced stalled nuclear negotiations with the United States or escalating
international sanctions, it invoked the Strait of Hormuz. It would disrupt tanker routes with small
high-speed boats, or deploy anonymous proxy forces to attach limpet mines to ships. A so-called
gray zone tactic. A method of maintaining enough ambiguity to avoid full-scale war while exhausting
the adversary. In June 2019, when the Japanese tanker Kokuka Courageous and the Norwegian
tanker Front Altair were struck in the Gulf of Oman, Iran officially denied involvement. Ambiguity had
been its shield.

Jabari's declaration was that shield cast aside. "Any attempt to pass will be set alight." The ambiguity
vanished. Only an unambiguous declaration of an act of war remained.

The declaration had context. Two days earlier, on February 28, the United States and Israel launched
Operation Epic Fury. B-2 stealth bombers, Tomahawk cruise missiles, and sea-launched
precision-guided munitions simultaneously struck Iran's nuclear facilities, IRGC command centers, air
defense networks, and ballistic missile bases across the country. Supreme Leader Ayatollah Ali
Khamenei was killed. It was the worst military shock since Iran's founding. In the chaos of the
regime's symbol vanishing, the IRGC played its retaliation card: the blockade of the Strait of Hormuz.

Jabari did not stop there. That same day, a spokesman for Khatam al-Anbiya, the command
overseeing the IRGC's military and asymmetric forces, appeared on multiple outlets including Al
Jazeera with a more specific warning. "Not a single liter of oil will pass through the Strait of Hormuz.
Every vessel associated with the United States, Israel, and their allies is considered a legitimate
military target." He added: "You will not be able to artificially suppress oil prices. Expect two hundred
dollars per barrel."

It was not merely declaration and warning. The IRGC was translating words into action.
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From the night of February 28, the day of the bombing, every merchant ship transiting the Strait of
Hormuz began receiving repeated VHF radio warnings. "No vessel can pass through the Strait of
Hormuz." The UK Maritime Trade Operations Center (UKMTO) of the British Navy confirmed this
broadcast and issued a major military activity alert across the Persian Gulf, Strait of Hormuz, Gulf of
Oman, and northern Arabian Sea.

Physical reality was transforming rapidly. The U.S. Fifth Fleet's reconnaissance assets and
commercial satellite imagery captured military movements unfolding along Iran's southern coast in
real time. From Iran's naval bases at Bandar Abbas and the port of Jask, facing Oman's Musandam
Peninsula, dozens of armed speedboats poured into the strait's critical choke points. These boats
were small. Instead, they carried multiple rocket launchers, anti-ship missiles, and explosives for
suicide attacks.

There was movement beneath the surface too. Ghadir-class and Fateh-class miniature submarines
were deployed into the shallow waters of the strait. What they dispersed was not nineteenth-century
contact mines. They were smart mines that recognized the magnetic and acoustic signatures of
specific vessels and detonated as the target passed overhead. On March 10, U.S. military
intelligence officially confirmed that Iran had begun laying mines in the Strait of Hormuz. President
Trump immediately demanded their removal, and the U.S. military announced it had destroyed
sixteen Iranian mine-laying vessels.

Along the coastline, ground firepower took position in the mountainous terrain. Khalij Fars anti-ship
ballistic missile batteries, capable of speeds exceeding Mach 3, moved into combat positions.
Hundreds of Shahed-series suicide drones, whose effectiveness was proven on the Ukrainian
battlefield with low cost and high efficiency, were mounted on launch racks. The narrow corridor,
thirty-four kilometers wide with an effective shipping lane of just 3.2 kilometers, became a
multilayered kill zone.

The next day after the declaration, the IRGC fired two surface-to-ship missiles near a Greek-flagged
empty tanker approaching the strait entrance. The missiles struck the water less than one nautical
mile from the ship. A massive waterspout erupted. It was not a miss. It was a warning shot
demonstrating that radar was locked on target and that the vessel could be sunk at will.

And real blood was shed.

On March 1, approximately five nautical miles north of Khasab port on Oman's Musandam Peninsula,
the Palau-flagged tanker Skylight was struck by an unidentified projectile. Fire broke out in the engine
room and crew quarters near the stern, releasing a massive plume of black smoke, and four Indian
crew members among the twenty aboard were injured. The Oman Maritime Safety Center confirmed
all personnel were evacuated. According to analysis by maritime tracking data firm Windward, the
Skylight itself was a vessel subject to sanctions by the Office of Foreign Assets Control (OFAC) under
the U.S. Treasury Department, part of the so-called shadow fleet smuggling Iranian oil. Iran had
attacked one of its own vessels. Windward called this "not precision targeting but indiscriminate threat
for area denial." Whose ship it was did not matter. Passage itself through those waters was the target



75

of fire.

That same day, approximately fifty-two nautical miles north of Muscat, the Marshall Islands-flagged
tanker MKD Vyom was struck by an unmanned drone boat laden with explosives. An explosion and
fire broke out in the engine room, and one Indian crew member was killed. The vessel manager
V.Ships Asia confirmed the death through statement and pledged support to the family. The Indian
embassy in Mumbai issued a statement as well. All twenty-one crew members were evacuated
aboard the Panama-flagged MV SAND.

On March 2, the U.S.-flagged Stena Imperative, moored at Bahrain port, was struck twice. One port
worker was killed and two injured. The Iran-linked Athe Nova, attempting unauthorized strait passage,
came under attack from two drones. The Tasnim news agency affiliated with the IRGC reported that
the vessel "attempted illegal passage." The Gibraltar-flagged commercial tanker Hercules Star was
also confirmed struck off the UAE coast.

The IRGC's attack range extended beyond the twenty-one-mile bottleneck of the strait. At 10:40 p.m.
UTC on March 4, in the northernmost reaches of the Persian Gulf approximately eight hundred
kilometers from the strait, the Bahamas-flagged Suezmax-class tanker Sonangol Namibe, moored
near Mubarak Al Kabeer port in Kuwait, was engulfed in an explosion. A massive boom sounded
along the port side of this vessel, 158,425 DWT and 273 meters long, and the captain observed a
small craft departing the scene. It was an Iranian unmanned surface vessel. The hull was breached,
and seawater began flooding the ballast tanks. The UKMTO warned of possible oil spillage from
cargo tanks with environmental consequences. The vessel, owned by Angola's state oil company
Sonangol, had been waiting to load eighty thousand tons of Iraqi-origin fuel under contract with Iraq's
State Organization for Marketing of Oil (SOMO). All crew survived, but the message was
unmistakable: anywhere in the Persian Gulf could be struck.

By March 8, the UKMTO had confirmed ten maritime attacks. By March 12, this had risen to
twenty-one. Five sailors had lost their lives. The nationality and ownership of attacked vessels
showed no consistent pattern. Sanctions-targeted tankers connected to Iran (Skylight), Western
commercial tankers (Hercules Star), independent tankers under neutral flags (MKD Vyom), vessels
with mixed ownership connected to Russian trade (Sea La Dona). Windward's analysis was clear:
"Not precision strikes based on affiliation, but area denial effects to suppress commercial maritime
traffic itself."

Iran did not conduct a conventional naval blockade with hundreds of warships arrayed in formation. It
chose to devastate a small number of vessels with brutality, creating extreme terror. It was not
warships that blocked the strait. It was fear that blocked the strait.

Leaders of various nations convened emergency national security councils in the dead of night.
Admiral Brad Cooper, commander of U.S. Central Command (CENTCOM), said at a press
conference on March 3: "Currently, there is not a single Iranian naval vessel transiting the Arabian
Gulf, Strait of Hormuz, Gulf of Oman. At minimum, seventeen have been destroyed." The U.S.
military was neutralizing Iran's navy. Yet the strait remained closed. Not because Iran's naval force
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was blockading it. A handful of drone boats, several intelligent mines, a few missile batteries hidden
in coastal mountains were sufficient. And it was not burning tankers on the water that proved this
sufficiency, but the insurance market in London's financial district.

9.2 War Risk Insurance's Withdrawal

Modern maritime commerce rests upon invisible infrastructure. Not steel, not fuel. Insurance.

Building a single ultra-large crude carrier (VLCC) of three hundred thousand tons costs between 120
million and 150 million dollars. The crude oil filling this vessel is worth between 100 million and over
200 million dollars depending on international oil prices. Combined, the assets moving in a single
voyage total at minimum 300 million dollars, approximately 400 billion Korean won. Should this vessel
be struck and hundreds of thousands of tons of crude spill into the sea, environmental cleanup costs
and damages would exceed this amount many times over. No shipping company on earth would put
assets of this scale to sea without insurance.

Marine insurance consists of multiple layers. Hull insurance covers physical damage to the ship itself.
Cargo insurance covers loss of the crude oil or LNG aboard. Protection and Indemnity insurance
(P&I) covers third-party liability, environmental damage, and crew casualties. All three layers must be
intact for a vessel to move. If even one layer collapses, the ship stops.

The heart of this insurance system is in London. At 1 Lime Street in the City of London stands Lloyd's
of London. This insurance market, which began in Edward Lloyd's coffeehouse in 1688, has
underwritten the risks of world maritime trade for 336 years. Under Lloyd's sits the Joint War
Committee (JWC), a coordinating body composed of underwriters from the Lloyd's market and the
London International Insurance Association (IUA). This committee monitors oceans worldwide,
designating sea areas where war, terrorism, piracy, or other threats pose high risk of vessel
destruction as "listed areas."

Middle Eastern waters, including the Strait of Hormuz, were already included in this risk designation
long before. Vessels entering risk areas must pay an "additional premium" (AP) above basic annual
insurance, known as the war risk premium (WRP). In peacetime, this premium was 0.01 percent to
0.05 percent of vessel value. For a 150 million dollar VLCC, this meant 15,000 to 75,000 dollars.
Compared to the freight revenue from a single tanker voyage, it was negligible.

From the night of February 28, when Operation Epic Fury was launched and the IRGC began issuing
VHF warnings, things began to change.

On the morning of Monday, March 1, as London underwriters returned to their desks after the
weekend, they immediately raised the premium upon understanding the situation. According to
Lloyd's List, as of March 2, the war risk premium for vessels transiting the Strait of Hormuz had
jumped to 1 percent of vessel value. In a single night, the rate had jumped twenty to one hundred
times from the previous level. For a 150 million dollar VLCC, this meant 1.5 million dollars. But this
was only the beginning.
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Far higher rates were applied to vessels connected to the United States, Britain, and Israel. Lloyd's
List reported that premiums for these vessels rose to 2.5 percent to 5 percent. For a 150 million dollar
vessel to transit the strait once, the premium would be 3.75 to 7.5 million dollars.

As the first week of March passed, the premium rose higher. According to subsequent Lloyd's List
reporting, the rate climbed to 10 percent of vessel value. For a five-year-old VLCC worth 138 million
dollars, a single transit of the strait required paying 10 to 14 million dollars in insurance out of pocket.
An amount far exceeding the freight revenue a tanker earns transporting crude. A structure in which
launching the vessel guarantees losses of millions of dollars.

On March 2, something more lethal than the premium surge occurred. Major member companies of
the International Group of P&I Clubs moved in concert. Gard, Skuld, NorthStandard, London P&I
Club, American Club. They issued notices canceling war risk coverage for Iranian waters, the Persian
Gulf, adjacent waters, and the Strait of Hormuz. The effective date specified in the notices was
midnight, March 5.

One point requires precise clarification. The Lloyd's Market Association (LMA) stated in an official
declaration dated March 23: "Reports continue that ships cannot transit the strait because war risk
insurance has been canceled or is unavailable. This is inaccurate. War risk insurance remains
available for purchase at Lloyd's and the London market." According to LMA investigation,
eighty-eight percent of major Lloyd's marine war insurance participants retained the willingness to
underwrite hull war risk for U.S. and British-affiliated vessels, and over ninety percent retained
willingness to underwrite cargo war risk.

Insurance did not disappear. The insurance premium rose to economically unbearable levels. An
irregular warfare research institute analyzed this phenomenon in three stages. Stage one: premiums
spike. Costs rise but operations do not stop. The Hormuz premium jumped from 0.2 percent to 1
percent of vessel value, adding roughly 800,000 dollars per VLCC voyage. Stage two: existing
coverage expires and renewal terms become harsh. When P&I clubs issue seventy-two-hour
cancellation notices, shipowners must renegotiate at wildly inflated rates. According to Lloyd's List
confirmation, coverage was not completely withdrawn but a 25,000 dollar annual policy was replaced
by a 30,000 dollar weekly arrangement. The practical effect was identical. Stage three: when this cost
exceeds the shipping company's break-even point, no one purchases insurance even if available.

The result appeared after March 5.

As news of the P&I clubs' war risk coverage cancellation spread through Reuters and Bloomberg
terminals, urgent radio communications poured from the control rooms of shipping company
headquarters worldwide. Maersk of Denmark, Hapag-Lloyd of Germany, CMA CGM of France, MSC
of Switzerland-Italy, COSCO of China, HMM of Korea. The world's six largest container shipping lines
all suspended transits through the Strait of Hormuz.

Maersk issued a statement on March 1: "We suspend all vessel transits through the Strait of Hormuz
until further notice. Services calling at Persian Gulf ports may experience delays, route changes, and
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schedule adjustments." Hapag-Lloyd went further. "Due to official closure of the Strait of Hormuz by
relevant authorities and deterioration of the regional security situation, we suspend all vessel transits
through the strait until further notice. This measure is not a discretionary decision but an essential
response to current conditions and regulatory constraints." CMA CGM issued an immediate "take
shelter" order to all company vessels in or bound for the Persian Gulf. MSC completely halted new
booking acceptance for all Middle East-bound cargo.

Hapag-Lloyd introduced war risk surcharge from March 2 for cargo departing from or arriving at the
upper gulf, Arabian Gulf, and Persian Gulf. Up to 3,500 dollars per container. This cost is passed
entirely to shippers.

The insurance withdrawal did not remain confined to the insurance market. It immediately transmitted
to the maritime labor market. With the JWC classifying the waters as a high-risk combat zone, hazard
pay became mandatory for crew members. Under the BIMCO (Baltic International Maritime Council)
standard war risk clause (CONWARTIME), the captain may refuse orders to enter the Persian Gulf if
he judges the risk to vessel and crew as "too high." The seafarers' legal right of refusal was activated.
No amount of money a shipping company offered could compel civilian crew into combat zones.

Harry Vafias, a Greek shipowner representing a family operating approximately one hundred tankers,
bulk carriers, and LPG carriers, told Lloyd's List in an interview: "Currently, there is no insurance
available for transiting the Strait of Hormuz, and no one will do it. The probability of being struck is too
high. You would have to be insane to attempt it without insurance."

Iran did not implement a traditional naval blockade through a massive fleet. It struck a handful of
merchant vessels, scattered mines, and made declarations on television. What ultimately sealed the
blockade was the calculator of insurance actuaries in London's City. A spreadsheet strangled the
strait before a missile did.

Before the physical blockade even began to bite, an economic blockade made of numbers and
contracts suffocated the Strait of Hormuz. An analysis by an irregular warfare research institute
pinpointed the meaning of this crisis with precision. "The next chokepoint may be closed not by mines
or missiles, but by an underwriter's notice of rate adjustment. Coverage exists technically, but at a
price no shipowner will pay."

9.3 March 1st, the AIS Screen

Under International Maritime Organization regulations, all vessels above a certain size must keep
their Automatic Identification System switched on. This device broadcasts a ship's position, heading,
and speed at intervals of just seconds. Ship tracking services like MarineTraffic and Kpler gather
these signals and display the flow of global maritime traffic on real-time maps. On these digital maps
showing the Strait of Hormuz and the Persian Gulf, there should normally be dense tangles of vessels
entering to load crude oil and departing fully laden, forming vast ribbons. Hundreds of ships per day.
These tracks were vital signs showing that twenty million barrels of petroleum flowed through the
economic arteries of the world every day.
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On Friday night, February 28th, change began immediately after Operation Epic Fury commenced.
Tankers in the Persian Gulf sought to exit the strait before conditions deteriorated. On February 28th
alone, 116 vessels transited the Strait of Hormuz. The number was similar to the previous day.

On Saturday, March 1st, the number of transiting vessels fell to 72. It was not yet unprecedented, but
the decline was clear. This is data from Lloyd's List Intelligence.

As night fell, the situation changed dramatically.

Shortly after midnight on March 2nd, tanker signals began vanishing from the AIS screen. Wikipedia's
article on the Hormuz Crisis recorded this moment as follows: "Shortly after midnight on March 2nd,
no tankers in the strait broadcast automatic identification system signals." The same article, however,
noted a qualification: "The data is incomplete and based on satellite navigation systems."

After the IRGC's official blockade declaration broadcast globally on television on March 2nd,
merchant traffic through the Strait of Hormuz plummeted by more than 80 percent. According to
Windward's daily maritime intelligence report, not a single vessel flying the flag of the United States,
United Kingdom, or EU transited the strait between March 1st and 2nd. The limited traffic that
remained consisted primarily of dry bulk carriers.

With each passing day, the screen grew emptier.

On March 4th, 5 vessels transited the Strait of Hormuz. By March 8th, that had fallen to 2. Both were
Iranian-flagged, and there were no inbound transits. This represented roughly one-third of the
seven-day average of 5.88 vessels. But even this soon ceased.

On March 14th, Windward's daily report recorded the AIS-confirmed transit count for that day: zero in
both directions. A 100 percent decline compared to the previous day. Complete emptiness compared
to the seven-day average of 2.57 vessels. The report stated: "The first visible halt in commercial
shipping through the chokepoint since hostilities began."

According to S&P Global Market Intelligence, only 21 tankers transited the strait from the start of the
war through mid-March. Before the war, more than 100 vessels passed through daily. Lloyd's List
Intelligence tallied 111 transits of cargo vessels of at least ten thousand deadweight tons during the
period from early March through the third week of March. Of these, 78 were eastbound, leaving the
Persian Gulf, and 33 were westbound, entering it. Most of the westbound traffic consisted of
sanctioned or shadow fleet vessels.

By flagging, transiting vessels were 26 percent Iranian, 17 percent Greek, and 9 percent Chinese.
More than 60 percent of total traffic consisted of vessels connected to Iran,whether Iranian-owned,
Iranian-flagged, sanctioned, part of shadow fleets, or calling at Iranian ports,or vessels transiting with
Iranian permission. The remainder were so-called "dark transit" vessels attempting to pass through
under cover of darkness with their AIS transponders switched off.
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By mid-March, Windward detected by satellite 8 large "dark ships" of 290 meters or more operating
with AIS transponders off near the strait. One was a U.S.-sanctioned vessel spotted near Khor
Fakkan port in the UAE on March 16th before switching off its AIS and disappearing. A tanker
estimated to have loaded about one million barrels of crude at Saudi Arabia's Ju'aymah terminal
around March 4th transited the strait with AIS disabled, then switched its signal back on at 7 a.m.
UTC on March 9th, five days later. A handful of adventurous shipowners were gambling in the
darkness, betting on dramatically elevated freight rates.

But where had all the vessels gone that could not enter the strait?

According to CNBC, roughly 400 vessels were waiting in the Gulf of Oman. Splash247 reported that
more than twenty thousand seafarers were stranded on both sides of the strait. Off the coast of
Fujairah on the UAE's eastern shore, tankers, LNG carriers, and container vessels that had given up
on entry lay anchored, covering the sea. According to Lloyd's List analysis, approximately 140
container vessels were trapped inside the Persian Gulf, carrying between 460,000 and 470,000 TEU
(Twenty-foot Equivalent Units). This figure included 15 vessels from MSC (totaling 109,000 TEU), 14
from Maersk (70,000 TEU), and 2 large vessels from COSCO.

This fleet, feet stuck to the sea, burning through enormous fuel costs and demurrage fees, floated
within striking range of drones and missiles whose arrival time remained unknown. Assets worth
hundreds of billions of dollars hung suspended in this danger. Qatar declared force majeure on LNG
exports on March 5th. It meant that 20 percent of global LNG supply could evaporate in an instant.
Spot LNG shipping rates jumped tenfold, from thirty thousand dollars per day to three hundred
thousand.

The effect of the Strait of Hormuz shutting down spread instantly beyond the digital screen, flowing
through the capillaries of the real economy. Crude oil is extracted, loaded onto tankers, and arrives at
Asia's refineries after a voyage of roughly one month. For oil to continue flowing from the end of the
pipeline, new tankers must constantly enter through the gateway of the strait. The empty AIS screen
in early March was a schedule predicting that Asian refineries' storage tanks would run dry one month
later.

Phones rang off the hook in the crude procurement departments of refineries in Ulsan and Yeosu,
Korea; Kawasaki, Japan; and Ningbo, China. Traders scoured global markets seeking to secure
American shale oil, North Sea Brent, and West African crude. With a supply chain handling 27
percent of global maritime crude trade simply vanished, finding replacement barrels was
mathematically nearly impossible.

International crude prices responded. Brent crude, which had traded at roughly 65 dollars per barrel
before the war, breached 100 dollars on March 8th. This was the first time in four years since 2022. A
rise of approximately 40 percent compared to prewar levels. Oil continued climbing until it reached
126 dollars per barrel. Analysts called it the largest supply disruption in global oil market history since
the energy crisis of the 1970s.
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Japanese Prime Minister Takaichi Sanae announced that approximately 70 percent of Japan's oil
imports passed through the Strait of Hormuz and that his nation would begin releasing strategic
reserves. EU High Representative for Foreign and Security Policy Kaja Kallas pointed out that 85
percent of oil and gas transiting the strait was destined for Asian nations. President Trump declared
on March 12th that the U.S. Navy would escort tankers through the strait, and on March 15th
demanded that nations using the Strait of Hormuz provide direct military protection for the route.

But reality told a different story. German Defense Minister Boris Pistorius said, "This is not our war.
We did not start it." Sixteen nations,Germany, Spain, Italy, Estonia, the United Kingdom, Australia,
South Korea, and Japan,rejected Trump's request to join a naval coalition. Trump condemned this as
"a very foolish mistake" and shot back, "The United States needs no one's help." Later, he called
NATO "cowards" and mocked it as "a paper tiger without America."

On March 19th, the United States commenced an air campaign to reopen the Strait of Hormuz. It
dropped GBU-72 5,000-pound bunker-busting bombs on underground missile bunkers positioned
along the Iranian coast. An additional 2,500 Marine personnel were deployed to the Middle East. The
fact that these were amphibious assault-trained units sparked speculation about a possible assault on
Kharg Island, Iran's largest oil export terminal. On March 26th, Israel announced it had killed Alireza
Tangsiri, the IRGC Navy commander directing the blockade, in an airstrike. Israeli Defense Minister
Israel Katz stated that Tangsiri bore "direct responsibility for the blockade of the strait and acts of
terror bombing."

The day after Tangsiri's death, March 27th, the IRGC did not back down. Instead, it expanded the
blockade. "All vessels transiting to and from ports of the United States, Israel, and their allies are
barred from the strait." That same day, two Chinese-flagged vessels were intercepted by Iran as they
attempted to enter the strait. The Thai-flagged bulk carrier Mayuree Naree ran aground on Qeshm
Island.

Iranian Foreign Minister Abbas Araghchi announced on March 26th that vessels of five nations,China,
Russia, India, Iraq, and Pakistan,would be permitted to transit the strait. Malaysian and Thai vessels
were approved for passage following consultations with Iranian President Masoud Pezeshkian. On
March 27th, Iran accepted a UN request and permitted transits of humanitarian cargo and fertilizer
carriers. This measure reflected concern about the impact on global food production if fertilizer
supplies were cut off during the spring planting season.

India, meanwhile, acted independently. Between March 14th and 24th, five Indian-flagged LPG
carriers transited the Strait of Hormuz under escort by Indian Navy destroyers, then proceeded
toward India after joining up in the Gulf of Oman. Operation Sankalp was the name given to this
deployment. On March 15th, the Pakistani-flagged Aframax tanker Karachi transited the strait with
AIS switched on, carrying crude loaded in Abu Dhabi. According to MarineTraffic records, this was
the first instance of a non-Iranian commercial vessel transiting the strait with AIS active since the war
began. The Liberian-flagged Suezmax tanker Shenlong, operated by Greek firm Dynamis Tankers
Management, also transited the strait around March 8th carrying approximately one million barrels of
Saudi crude before arriving in Mumbai, India.
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These individual transit cases demonstrated that the strait was not physically sealed entirely.
However, they represented exceptional passages by vessels that had obtained Iranian permission,
flew the flags of nations friendly with Iran, had military escort, or attempted the gamble in darkness
with AIS disabled. For the vast majority of commercial vessels, Western-affiliated ships, and
uninsured vessels, the strait remained closed.

According to Lloyd's List Intelligence, China-affiliated vessels made only 11 transits of the strait
between March 1st and 15th. Most were general cargo ships, and tankers were rare. China
maintained friendly relations with Iran while negotiating safe passage for crude tankers and Qatar
LNG carriers. However, on March 12th, a Chinese-owned vessel heading from the Middle East Gulf
to Jebel Ali broadcast "China Owner" on its AIS as it transited, only to be hit by shrapnel. This incident
discouraged subsequent Chinese vessel transits.

U.S. Treasury Secretary Scott Bessent announced that the Development Finance Corporation and
insurance firm Chubb would launch a twenty-billion-dollar reinsurance support program to address
insurance issues for vessels transiting the strait. President Trump declared via social media that the
DFC would "provide reasonably priced political risk insurance and guarantees for vessels of all
nations." However, Moody's credit rating agency assessed that the program, lacking liability cover,
would fall short of resolving the shipping blockade of the strait. UK Treasury Secretary Rachel
Reeves met with Lloyd's Chairman Charles Roxburgh to discuss maritime insurance support
measures.

Despite all these moves, the AIS screen of the strait showed little change. A timelapse video created
by Euronews from MarineTraffic data between March 25th and 26th showed only a handful of tankers
(in red) and cargo vessels (in green) carefully threading through the strait. The shipping lanes, once
as dense as a city road during rush hour, now appeared as empty as a rural highway at dawn.

A report by Columbia University's Center on Global Energy Policy summarized the situation as of
March 11th: "This vital passage is effectively closed to tanker traffic, stranding almost a fifth of world
supplies of crude oil, oil products, and liquefied natural gas."

An empty AIS screen. A 21-mile waterway that carried twenty million barrels of petroleum daily lay
silent. Hundreds of ships drifted isolated at sea. Tens of thousands of seafarers were trapped.
Insurance surrendered. Oil prices hit 126 dollars per barrel. The main artery of the world economy
had been severed. This is the record of March 2026.

The strait was not physically destroyed. Its floor was not holed, nor was a giant barrier erected. Water
depth remained 60 meters. Width remained 34 kilometers. Water still flowed. Only ships stopped
flowing. A handful of drone boats, a few intelligent mines, one television declaration, a few rate
adjustment notices from insurers. With these, one-fifth of the world's petroleum supply halted.

What this truth tells us is one thing: the energy supply chain of the modern global economy appears
vast, but the pillars supporting that vastness are surprisingly thin. A 21-mile waterway, one line of
insurance contract language, and the fear of shipowners and seafarers. If these three collapse,
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everything else collapses with them.

The ship icons that vanished from the AIS screen after midnight on March 1st. The emptiness
revealed more than just the absence of vessels. It compressed into a single screen the depth of
modern civilization's dependence on oil, the narrowness of the physical pathway that dependence
traverses, and the fragility of the systems that attempt to protect that narrow route.
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Chapter 10: Iran's Checkpoints
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10.1 The New Route North of Larak Island

On March 16, 2026, the maritime traffic analysis team of Lloyd's List Intelligence, headquartered in
the City of London, detected a peculiar pattern. AIS (Automatic Identification System) signals from
vessels transiting the Strait of Hormuz began appearing again, one by one, but their trajectories
differed entirely from the established routes. The bidirectional shipping lanes established by the
International Maritime Organization (IMO) as Traffic Separation Schemes (TSS), which tankers and
LNG carriers had followed for decades, sat empty. Instead, vessels were hugging the Iranian
mainland coast, navigating through the narrow waterway between Qeshm Island and Larak Island.

This was the new game being played by Iran's Islamic Revolutionary Guard Corps (IRGC).

To understand that rule, we must look again at the geography of the Strait of Hormuz. The narrowest
point of the strait is 34 kilometers. The internationally recognized shipping lane was positioned in the
middle of these 34 kilometers, in a broad, deep channel tilted toward the Omani waters. Each
bidirectional lane was 3.2 kilometers wide, with a 3.2-kilometer buffer zone between them. Under the
United Nations Convention on the Law of the Sea (UNCLOS), all vessels of any nation are
guaranteed the right of transit passage through such international straits, allowing them to pass
unobstructed and expeditiously. The coastal states on either side of the strait, Iran and Oman, cannot
impede or halt this passage. Article 44 of the Convention made this clear.

The IRGC turned this route into a sea of death. Beginning immediately after war broke out on
February 28, they laid mines, activated anti-ship missile batteries, and unleashed suicide drones and
armed speedboats. On March 1, the tanker Skylight was struck north of Khasab, Oman, killing two
Indian crew members and injuring three. That same day, the MKD VYOM was attacked by a drone
boat (unmanned suicide vessel), igniting fires in the engine room and triggering explosions; one
Indian sailor died. On March 6, the tugboat Mussafah 2 was struck near the strait, claiming the lives
of four crew members. This was the deadliest single attack by casualty count. On March 11, the
Thai-flagged container ship Mayuree Naree was struck by an unidentified projectile north of Oman at
13 nautical miles, causing fires; the Omani Navy rescued 20 crew members. By mid-March, the
International Maritime Organization (IMO) counted at least 18 merchant vessels struck. At least
seven people had died.

Once insurers withdrew their war-risk coverage, the route became a vacuum that no one would enter.
The International Group of 12 Protection and Indemnity (P&I) clubs, which provide marine liability
insurance for 90 percent of global maritime tonnage, completely withdrew insurance coverage for
vessels transiting the Strait of Hormuz on March 5. Navigation without insurance meant exposing
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assets worth hundreds of millions of dollars with no protection, a gamble no rational operator could
accept.

And Iran offered an alternative: abandon the existing route and go around the north of Larak Island
instead.

According to USNI News, Iran changed the system under which vessels had used the southern route
near Omani waters, establishing a new route that went around Larak Island. Lloyd's List Intelligence
called this route the "IRGC-controlled corridor" between Qeshm Island and Larak Island. The
Associated Press described it this way: "In normal times, vessels use the bidirectional lanes in the
middle of the strait. But an increasing number of ships are taking a different path around the north of
Larak Island, which positions them within Iranian territorial waters, closer to the Iranian coast."

The fatal characteristic of this new passage lay in the geography itself. The waters north of Larak
Island formed a narrow corridor squeezed between the Iranian mainland and the islands Iran had
fortified. Unlike the existing TSS route, which adjoined Omani territorial waters and left room for U.S.
Navy or coalition maritime forces to monitor and intervene, this route lay within waters over which Iran
could clearly assert sovereignty. As Jatin Dua, an anthropology professor at the University of
Michigan, explained to USNI News, this route cut through Iranian territorial waters. The moment a
vessel entered those waters, the right of transit passage guaranteed in international straits vanished.
In Iranian territorial waters, Iran was the law.

Maritime risk analyst Timer Raanan assessed it this way in a Lloyd's List webinar: "This is
unprecedented. It is not how traffic moved before the war, and it represents a very unsettling
development in Iran's assertion of control over strait traffic."

On the port side, the Iranian coast stretched like a screen, lined with Shahed suicide drones and
Khalij Fars anti-ship ballistic missiles. On the starboard side, Qeshm Island and Larak Island were
studded with IRGC Navy speedboat bases honeycombed into the rock. Both sides of the vessel lay
within Iran's firing range. The passage rarely exceeded 2 kilometers at its widest, and it was not
waters designed for 300,000-ton Very Large Crude Carriers (VLCCs) with a draft of 20 meters. The
seabed was irregular, currents were strong, and reefs lurked in many places. It was shallow water.
For a VLCC to pass through this narrow channel, it had to reduce engine power to minimum and
crawl with tugboat assistance. A helmsman's mistake or mechanical failure that took the vessel even
dozens of meters off course risked running aground or drifting into Iranian minefields.

CBS News described Larak Island as Iran's "toll booth," noting that "this island, just miles off the
Iranian coast, had become the concrete chokepoint of Iran's total control of the strait." Lloyd's List
reported tracking 33 transits via Larak Island in late March, but recorded not a single passage through
the normal southern route.

The geographic shift created consequences that were both military and legal. The U.S. Navy Fifth
Fleet had positioned carrier strike groups in the waters, but entering Iranian territorial waters was an
entirely different matter. If a U.S. Navy destroyer entered the waters north of Larak Island claiming to
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protect American merchant vessels, it would constitute an illegal incursion into Iranian territorial
waters. From Iran's perspective, this would provide justification for exercising the right of
self-defense; from America's, it would be a gamble requiring acceptance of escalation. Operation
Epic Escort, the Pentagon's emergency plan for forcing passage through Hormuz, was theoretically
possible but carried the risk of direct engagement with IRGC attack craft and coastal anti-ship
missiles deployed on Qeshm and Abu Musa Islands.

Foreign Policy's analysis pinpointed the paradox precisely. U.S. war planners had spent decades
preparing for an Iranian closure of the strait, yet the strait was effectively closed. The total number of
vessels transiting in March fell short of the pre-war daily average. According to Lloyd's List
Intelligence, some 110 vessels passed through daily before the war; after the war, that fell to fewer
than 10 per day. From March 1 to 25, the recorded total was 142 transits, compared to 2,652 for the
same period in 2025. A 94.6 percent decline. The strait's historical average is about 138 vessels in 24
hours. The 25-day total for March 2026 barely matched a single pre-war day.

Of those 142 vessels, 67 percent had direct trade or ownership ties to Iran; as March progressed, this
figure rose to 90 percent. The remainder were mostly Greek-owned or Greek-linked vessels (15
percent) and Chinese vessels (10 percent). Iranian crude oil shipments maintained more than 1.5
million barrels per day, and Vortexa, an energy analytics firm, estimated that about 1 million barrels
had transited the strait since March 1. At least eight very large gas carriers (VLGCs) carrying Iranian
liquefied petroleum gas (LPG) also passed through after March.

Iran did not completely close the strait. Instead, it transformed the strait into its private property. It
established a system in which Iran decided who could pass, when, and under what conditions. The
free sea became Iran's private tollbooth. As Eurasia Group chief Ian Bremmer wrote on social media,
the strait was not "completely closed." Iranian tankers continued to pass through, carrying oil to China
and generating revenue for Iran.

The free sea had become a sea of permission. And that permission came with procedures.

10.2 The Transit Procedure

Shipowners and operators seeking to transit the Strait of Hormuz had to make a phone call first. On
the other end was an intermediary connected to the IRGC.

According to information Lloyd's List Intelligence obtained from three separate sources, the
procedure worked as follows. Between 72 and 96 hours before a vessel approached the strait
entrance from the Gulf of Oman, the operator would contact "IRGC-approved intermediaries." These
intermediaries were Iran-connected individuals operating outside Iran. Once contact was made, the
operator had to submit extensive documentation.

The documentation list resembled that of a border checkpoint. The vessel's IMO number (the unique
identifier assigned by the International Maritime Organization), ownership structure (the equity chain
down to the actual owner), the type and quantity of cargo loaded, the final destination of that cargo,
and a complete roster of all crew members including their names and nationalities. All this data was
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transmitted through the intermediary to the IRGC Navy's Hormozgan Provincial Command.

The IRGC then began vetting the data. Lloyd's List called this process "geopolitical vetting." It
involved checking against sanctions lists, reviewing cargo suitability (oil received priority over all other
cargo), and most critically, verifying whether the vessel had any connection to the United States,
Israel, or their Western allies. If the ship's owner, the company that purchased the cargo, the
insurance provider, or the nationality of the crew had any connection to a country Iran designated as
hostile, transit was denied.

Iran's Foreign Ministry letter to UN Secretary-General António Guterres wrapped this principle in
diplomatic language. The strait, it stated, was open to "non-hostile vessels," but only on condition that
they "act in coordination with Iran's competent authorities."

Denials began to accumulate. IRGC Navy Commander Alireza Tangsiri posted directly to the social
media platform X (formerly Twitter) on March 25, stating that he had turned back the container ship
Selen because it had attempted to transit the strait "without following legal procedures and without
permission." "All vessels transiting these waters must go through full coordination with Iran's maritime
authorities," he declared. Two days later, on March 27, Israel killed Tangsiri in an airstrike on Bandar
Abbas. Yet the system he had built continued to function after his death.

An even more dramatic scene unfolded on March 27. Two COSCO container ships, the CSCL Indian
Ocean and the CSCL Arctic Ocean, attempted to pass around Larak Island but suddenly reversed
course and returned into the Persian Gulf. The MarineTraffic website's satellite data captured this
maneuver in real time. The Hong Kong-flagged Lotus Rising had also been turned back the day
before at the same island. Despite being Chinese-flagged, they had failed IRGC vetting. The IRGC
released a statement immediately after. "After America's corrupt president falsely claimed that the
Strait of Hormuz is open, three multinational container ships this morning moved into the designated
corridor for authorized vessel traffic, but were turned back after warnings from the IRGC Navy." A
follow-up statement followed: "The passage of all vessels to and from ports of Zionist-American
enemy allies and supporters is prohibited, regardless of destination or route."

Vessels that passed vetting were issued a unique clearance code and routing instructions by the
IRGC. This code functioned as a kind of digital pass, linked to the ship's AIS transponder. When a
vessel with the code reached the waters near Larak Island, VHF radio communication began. Al
Jazeera's reporting captured this scene vividly: "When a ship enters the strait, IRGC commanders
demand its clearance code over VHF radio, shouting for it. The ship responds, and if approved, a
boat arrives from the Iranian side to escort the vessel throughout its passage through Iranian
territorial waters around Larak Island." Vessels without matching codes, or codes altogether, were not
permitted to transit.

The number of vessels passing through this procedure was extremely limited. According to Lloyd's
List, from March 13 to 27, only 26 vessels transited the strait using the pre-approved route under the
IRGC "toll booth" system. At least nine of these were confirmed to have taken the detour around
Larak Island, and 21 more could not be confirmed either way due to absent AIS data. During the
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same period, not a single vessel transited the normal route with AIS active. After March 15, AIS
records for the normal route stood at zero.

Separately, Lloyd's List tracked 46 "dark transits" in March, vessels that passed through the strait with
AIS disabled. Both sanctioned and non-sanctioned vessels turned off AIS to evade tracking.
Windward identified eight large "dark vessels" exceeding 290 meters (950 feet) operating in the strait
with AIS off, including U.S.-sanctioned vessels.

A sea where 110 vessels moved freely each day had become a controlled zone where only a handful
of vessels carefully passed under armed IRGC escort. Once a free sea, the Strait of Hormuz had
become the most difficult checkpoint to transit in the world.

Security consulting firm Control Risks warned in a client briefing that the United States was unlikely to
long tolerate this system, if it represented an attempt to enforce Iran's complete control of the strait
rather than individual diplomatic exceptions. "Western-linked shipowners and operators will not
voluntarily send vessels into Iranian waters, but others are more likely to accept the risk," it said.
Analysts offered a further warning: Iranian approval did not automatically guarantee safe passage.

What captains and crew had to endure went beyond document checks and code verification. For the
hours while gray IRGC speedboats heavily armed with machine guns flanked the tanker, forcing it
along its course, tension gripped the bridge. Iran's maritime control was not merely an administrative
procedure but a display of power combining physical coercion and psychological pressure. An NBC
News analyst summarized it this way: "The Islamic Revolutionary Guard Corps confirms the vessel's
information and essentially operates like a toll booth."

Procedures that did not exist before the war, submission that would have been unthinkable before the
war. After the toll booth route opened around March 13, the frequency of Iranian attacks on merchant
vessels dropped noticeably. The last attack came on March 19 when the maritime tug Halul 50 was
struck off Ras Laffan, Qatar. The reason for the decline was obvious. Iran had acquired a more
effective and sustainable tool than indiscriminate attacks: systematic control.

And at the end of all these procedures, an invoice was waiting.

10.3 Two Million Dollars Per Transit, Payment in Yuan

Iranian legislator Alaeddin Boroujerdi appeared on Iran International, a Persian-language satellite
broadcaster based in Britain, and said: "Wars cost money. Of course we should do this, and we
should collect transit fees from ships passing through the Strait of Hormuz."

Legislator Mohammadreza Rezaei Kouchi told the IRGC-affiliated news agencies Fars and Tasnim:
"Since we are providing security for the strait, it is only right that ships and tankers pay such fees."

The size of those transit fees reached a maximum of 2 million dollars (roughly 2.8 billion won) per
vessel transit.
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Bloomberg first reported on March 24, 2026, that Iran had begun collecting transit fees from some
merchant vessels passing through the Strait of Hormuz, with fees up to 2 million dollars being
requested on an ad hoc basis. According to sources who requested anonymity, some vessels had
actually paid this amount. On March 26, Bloomberg reported in a follow-up that the Iranian parliament
was drafting legislation to codify these transit fees. The semi-official Fars news agency, quoting an
anonymous legislator, reported that the bill was set to be finalized the following week and would
legally recognize Iran's "oversight" of Hormuz.

CNN, NBC, Al Jazeera, CNBC, and Foreign Policy followed with reports. Lloyd's List confirmed: "Not
all vessels paid the transit fee directly, but at least two did, and payment was made in yuan." Jasem
Mohamed al-Budaiwi, Secretary-General of the Gulf Cooperation Council (GCC), became the first
senior official to publicly condemn Iran for levying fees in exchange for transiting the strait. Foreign
Policy identified this fee-collection system as the first instance in modern maritime history of a nation
unilaterally imposing tolls on passage through an international strait.

The arithmetic those figures create is worth following.

According to CNN's calculations, approximately 20 million barrels of crude oil pass through the Strait
of Hormuz daily during peacetime, equivalent to about ten VLCCs (very large crude carriers).
Receiving $2 million per tanker would yield $20 million per day. Over a month, that comes to roughly
$600 million (850 billion won). Including LNG carriers, monthly revenue could exceed $800 million.
CNN calculated this figure represents 15-20 percent of Iran's monthly oil export revenue in 2024.
According to another source, transit fees around $0.50 to $1.20 per barrel were negotiated based on
cargo volume.

When this figure is placed alongside others, its significance becomes clear. Egypt's revenue from
transit fees through the Suez Canal falls between $700 million and $800 million monthly in normal
years. The Suez Canal has been an internationally recognized artificial waterway since its opening in
1869, operated by the Egyptian government exercising legitimate sovereignty. The amount Iran
seeks to extract from the Strait of Hormuz is comparable to Suez Canal revenue. The difference lies
in this: Suez is an artificial waterway while Hormuz is a natural strait; Suez's toll collection is
internationally recognized under law while Hormuz's is not.

Iran's semi-official news agency Tasnim went further. Based on the premise that approximately 120
vessels pass through the strait daily in peacetime, it estimated that collecting $2 million per ship in
special security service fees could generate annual revenue exceeding $100 billion (roughly 150
trillion won). While this figure would be difficult to reach under wartime conditions of severely
restricted passage, it revealed Iran's ambition to maintain this checkpoint even after the war's
conclusion.

Iran's Majlis (parliament) civil committee was drafting legislation on Strait of Hormuz transit fees, with
a parliamentary vote expected in late March or early April. The bill legally recognized Iran's
sovereignty, dominance and supervision over the strait. If passed, it would mark the first permanent
sovereignty-based toll on an international strait in modern maritime history. According to Foreign
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Policy's analysis, Iran had even raised in preliminary negotiations with the United States the idea of
converting the Strait of Hormuz into a permanent cash-generating mechanism like the Suez Canal.
Recognition of Iranian sovereignty over the Strait of Hormuz was one of five conditions Iran set for
ceasefire.

James Kraska, a professor of international maritime law at the U.S. Naval War College, told CNN:
"Imposing transit fees violates the rules of transit passage. Under international law, coastal states
have no legal basis to collect tolls from international straits like Hormuz." Articles 26 and 44 of the UN
Convention on the Law of the Sea are explicit. All vessels have the right of transit passage through
straits used for international navigation, and charging fees for passage itself is prohibited even within
territorial waters. States may charge foreign vessels only for services actually provided.

However, there was one complicating fact. Iran signed the 1982 UN Convention on the Law of the
Sea but did not ratify it. The United States likewise failed to ratify it. Israel is not a signatory. Iran
placed this non-ratification status at the core of its legal argument,claiming it was not bound by a
treaty it had not ratified. According to Lawfare's March 2026 analysis of U.S. legal experts, this
distinction sat at the center of Tehran's legal claim.

U.S. Secretary of State Marco Rubio warned reporters after the G7 Foreign Ministers meeting in
Paris on March 28: "This is illegal, unacceptable, and dangerous to the world. It is crucial that the
world has a plan to confront this." G7 foreign ministers jointly stressed the absolute necessity of
restoring safe and toll-free freedom of navigation. Yet all commitments came with the caveat that they
could only be implemented after hostilities ended. As long as the war continued, Iran's toll booth
operated unchallenged. Saudi Foreign Minister Prince Faisal bin Farhan pressed for implementation
of wartime countermeasures through five bilateral meetings with European and Indian counterparts at
the G7 summit, but achieved no results.

But what shook the global financial order more than the $2 million amount was the currency in which
this toll was to be paid.

Chinese yuan (RMB). Not the dollar.

Lloyd's List reported: "Not all vessels paid transit fees directly, but at least two did, and those
payments were made in yuan." Settlement was processed through Chinese intermediaries. The
payment bypassed the Western-controlled SWIFT system entirely, instead flowing through China's
Cross-Border Interbank Payment System (CIPS) under the People's Bank of China. The English
edition of Seoul Economic Daily confirmed this: "Iran is allowing only ships from friendly nations like
China and India to pass through the strait, and reportedly collected approximately $2 million in transit
fees from some vessels in Chinese yuan."

Some reports indicate settlement was processed through Kunlun Bank, a Chinese bank that has
historically mediated Iran-China transactions outside the SWIFT system. Other reports mentioned a
secret payment network called Chuxin that China had established for Iran. This network was a
bypass channel capable of processing yuan payments while completely circumventing U.S. sanctions
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monitoring. The $400 billion, 25-year cooperation agreement signed by Iran and China in 2021
became the foundation for this payment infrastructure. China received discounted-price Iranian crude
in exchange for becoming Iran's largest economic partner, with all transactions conducted outside the
dollar system.

To understand what this payment structure means, we must go back to 1974. That was when the
petrodollar system was established through an agreement between Saudi Arabia's King Faisal and
U.S. President Richard Nixon. Saudi Arabia agreed to receive payment for all oil exports exclusively
in dollars, and the United States guaranteed Saudi Arabia's security. For the 52 years following this
agreement, nearly all oil on earth was traded in dollars. Buying oil required dollars, and global
demand for dollars became the structural foundation supporting American financial hegemony.

Iran's insistence on receiving Strait of Hormuz tolls only in yuan was an act aimed at the heart of this
52-year-old structure.

The scale of CIPS reveals the substance of this trend. During 2025 alone, yuan transactions
processed through CIPS totaled $245 trillion, a 43 percent increase from the previous year. The
infrastructure was already in place before the war. China had established yuan swap lines with over
40 central banks, and some Middle Eastern central banks were examining the digital yuan (e-CNY)
platform mBridge.

From February 28 when the war began through March 15, between 11.7 million and 16.5 million
barrels of Iranian crude moved from Iranian ports to Chinese refineries. Not through normal
international shipping systems, Western insurance, or dollar settlement. Instead through shadow
fleets,vessels operating to avoid sanctions,and all payments occurred outside U.S. dollars. During
March, shadow fleet vessels accounted for over 80 percent of ships transiting the Strait of Hormuz. In
February, that figure had been about 15 percent.

Within this structure, Western shipping companies faced an impossible dilemma. Converting $2
million in yuan and remitting it to Iranian accounts directly violated U.S. sanctions against Iran. If
detected by the U.S. Treasury Department's Office of Foreign Assets Control (OFAC), they faced
frozen assets in the United States and expulsion from the dollar financial system. Yet without paying
the toll, ships could neither enter nor exit the Persian Gulf.

Asia Times' analysis illuminated the situation broadly. The dollar does not lose its throne overnight,
nor is the yuan ready to bear all the burdens of a global reserve currency. China still maintains capital
controls, and the openness and credibility of its financial markets lag behind the United States. Even
countries dissatisfied with the U.S. dollar show little enthusiasm for replacing one currency
dependency with another. Yet trends matter. Russia already sells energy to China in yuan, and in
March 2026 alone, India settled 60 million barrels of Russian crude in yuan and dirhams. BRICS
nations are discussing non-dollar settlement mechanisms. Iran's yuan-based Hormuz policy did not
create a new direction in global finance so much as accelerate a flow that already existed.
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European Business Magazine captured the essence of this situation most sharply. A bifurcated oil
market had been born: tankers settling in yuan pass through Hormuz, while those settling in dollars
are blocked by insurance gaps, minefields, and IRGC targeting. One commodity with two prices, one
waterway with two currencies, one barrel of oil with two systems. The very division the dollar had
sought to prevent was being accelerated by the war fought to preserve it.

And then Iran's new supreme leader spoke.

10.4 Selective Opening

On March 12, a newscaster on Iran's state television Press TV read a statement with a photograph
displayed behind him. The statement's subject was Mojtaba Khamenei, who had been elected as the
new supreme leader on March 9 by the Assembly of Experts,an 88-member body of clerics,following
his father Ali Khamenei's death in the U.S. and Israeli airstrike on February 28. He was 56 years old.
He did not appear personally before cameras. In that same strike, he lost his wife Zahra, a sister, a
nephew, and a brother-in-law, and his teenage son Mohammad Bagher was reported killed. He
himself was reported injured. Israeli security assessments concluded he had sustained a leg injury,
though the severity remained unclear. Iranian-American dissident Amir Salarian told The Guardian,
"He does not appear to be in a condition to deliver speeches." Two weeks into the war, no video or
audio recording of the new leader had been released.

Though delivered by proxy, one sentence in the statement struck global energy markets.

"The lever of the Strait of Hormuz blockade must continue to be used."

This single sentence confirmed that Iran's control of the strait was not a wartime byproduct but a core
element of state strategy. The Soufan Center's analysis concluded that Mojtaba Khamenei views
Hormuz not merely as an artery of the global economy but as an extension of Iran's national security
and a strategic lever in confrontation with the United States and Israel. His first official statement
signaled escalation and regional pressure. Rob Geist Pinfold, a lecturer in international security at
King's College London, told Al Jazeera: "We have not actually heard any of what the Trump
administration may have hoped for,a change in rhetoric from the new supreme leader, for instance.
What we are hearing is a repetition of established positions."

The statement contained other content as well. It said Iran would not abandon avenging the blood of
martyrs, and that research had been conducted on opening other fronts where the enemy was
inexperienced and extremely vulnerable, which would be activated if the war continued and served
Iran's interests. It recommended to neighboring countries the immediate closure of U.S. military
bases in the Middle East, warning that those bases would be attacked. Armed groups in Yemen
would carry out such operations, it added, and armed groups in Iraq wanted to help.

Oil prices rose immediately after this statement. According to CNBC, the upward momentum in oil
prices accelerated following Mojtaba Khamenei's remarks.

Two weeks later, on March 26, Iranian Foreign Minister Abbas Araghchi released a specific list.
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China, Russia, India, Pakistan, and Iraq.

Official permission for transit through the Strait of Hormuz was granted exclusively to vessels of these
five nations. Iran's Foreign Ministry confirmed this position in a letter to the United Nations'
International Maritime Organization (IMO). "Vessels of non-hostile nations may pass after
coordination with Iranian authorities." Vessels of the United States, Israel, and their Western allies
were barred from passage regardless of what they paid.

Examining each of these five nations reveals Iran's calculation.

China is Iran's largest crude importer and a permanent Security Council member capable of vetoing
Western resolutions against Iran. It is also the nation providing yuan settlement infrastructure through
CIPS. Before the war, the vast majority of Iranian crude went to China, and even after the war began,
Iran's oil exports maintained over 1.5 million barrels daily, continuing to flow to China. Tankers of
China's state-owned shipping companies COSCO and China Merchants Energy Shipping transited
the strait with minimal friction and the most favorable rates. China imports 45 percent of its crude
through the Hormuz region. It maintained strategic reserves of 90 to 130 days and operated Chinese
regional refineries (so-called teapot refineries) processing Iranian crude at prices discounted $9-$12
per barrel relative to Brent oil.

Russia is a military ally that, after the Ukraine war, faced Western sanctions alongside Iran and
formed an anti-Western coalition with it. Weapons deals, intelligence sharing, and coordination at the
United Nations were occurring. Most China-bound transactions of Iranian and Russian crude were
being settled through CIPS via yuan or barter.

India maintains friendly relations with the United States while following a traditional non-aligned
course. As one of Asia's largest energy consumers, it occupied a position requiring it to monitor both
Iran and the United States. Iran offered India an incentive. On March 13, Indian-flagged LNG carriers
Shivalik (IMO: 9356892) and Nanda Devi (IMO: 9232503) exited the Strait of Hormuz. Though AIS
data was sporadic, Shivalik appeared to have taken an unusual route around Larak Island. Between
March 14 and 24, five Indian-flagged LPG carriers transited the strait in three separate passages, and
under Operation Sankalp they returned safely with escort from Indian Navy frigates in the Gulf of
Oman. Diplomatic negotiation with Iran enabled these transits. Iran's ambassador in Tehran
reportedly provided India direct assurance of safe passage.

This arrangement also served as a strategy to prevent India from joining the U.S.-led anti-Iran
maritime coalition. So long as India remained on Iran's approved passage list, India's incentive to
participate with the U.S. Navy in forced-opening operations on the Strait of Hormuz diminished.
Indian refineries were already settling Russian crude in yuan and UAE dirhams, and Iran's incentive
pushed India further from the dollar-centered energy system.

Pakistan is Iran's border neighbor and a gas pipeline importer. The government-owned Aframax
tanker Karachi (IMO: 9903413) passed through the strait on March 16 with Iranian permission.
According to TankerTrackers.com, this vessel confirmed to have used the toll booth route. Iraq
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shares a border with Iran and is a major importer of Iranian gas and electricity.

Beyond the official five-nation list, individual negotiations were permitting passage. Malaysia
announced on March 26 that it had received permission from Iran for vessel transits. Turkey's
Transport Minister Abdulkadir Uraloğlu also stated on March 13 that Iran had approved passage of
Turkish vessels. A Saudi tanker carrying one million barrels of crude bound for India was permitted to
pass. India, Pakistan, Iraq, Malaysia, and China were all negotiating vessel transit arrangements
directly with Tehran.

Meanwhile, the situation differed drastically for nations excluded from this list.

South Korea, Japan, and Taiwan,nations with over 70 percent dependence on Middle Eastern
crude,faced the equivalent of a severed energy artery. Empty tankers sat anchored off Fujairah and
Khasab. IMO Secretary-General Arsenio Dominguez told Al Jazeera that approximately 2,000
vessels were waiting on both sides of the strait. Maritime information analysis firm Windward reported
that many operators chose to maintain position outside Hormuz rather than undertake long-distance
alternative routes. Large vessels including the tanker Callisto lay anchored in Muscat's Sultan
Qaboos Port, with local residents coming out to photograph this unprecedented scene.

Major European shipping companies also abandoned entry. Western-flagged vessels like Maersk,
those insured through Western policies, and tankers carrying crude destined for U.S., European, or
Japanese ports were blocked from passage by any route. Six cruise ships became trapped in the
Persian Gulf, stranding at least 15,000 passengers. Saudi cruise line Aroya, Celestyal Cruises'
Discovery and Journey, MSC Cruises' Euribia, and TUI Cruises' Mein Schiff 4 and 5 could not exit the
strait.

Iran's selective opening dealt a fatal blow to Saudi Arabia. The world's largest oil exporter depended
on the Strait of Hormuz for approximately 60 percent of its pre-war export capacity, and once Iran
closed the strait, that route was effectively paralyzed. Saudi Arabia urgently increased the utilization
rate of its East-West Crude Oil Pipeline, which bypasses Hormuz and connects to the Red Sea port
of Yanbu. Though the pipeline had the capacity to transport five million barrels daily, actual
throughput was far less.

Sultan Ahmed Al Jaber, chairman of the Abu Dhabi National Oil Company (ADNOC), told U.S. Vice
President JD Vance during a Washington meeting: "If Iran takes Hormuz hostage, every nation pays
the ransom,at the gas pump, in grocery stores, at pharmacies, in every household." He characterized
Iran's actions as economic terrorism. According to the Financial Times, the UAE had proposed the
formation of a Hormuz Security Force to dozens of countries.

Yet the deepest significance of the five-nation approval list lay in this: Iran was fracturing America's
alliance network without firing a single shot. The waters open to China remained closed to Japan;
those open to India remained closed to South Korea. A structure had been created in which access to
energy supply was determined by whether a nation was a U.S. ally or not.
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On March 26th, Israel killed Alireza Tangsiri, commander of the IRGC Navy, in an airstrike on Bandar
Abbas around 3 a.m. local time. IRGC Navy leadership, including Intelligence Director Behnam
Rezaei, was eliminated together. Israeli Defense Minister Israel Katz defined Tangsiri as 'directly
responsible for terrorist operations of mine-laying and blockade in the Strait of Hormuz.' A U.S. Navy
admiral warned IRGC Navy soldiers to 'abandon your posts or die.' Tangsiri had served as
commander of the IRGC Navy since August 2018 and was the person who directly commanded
mine-laying and blockade operations in the Strait of Hormuz.

The Maritime Executive, a maritime industry publication, assessed that without Rezaei's intelligence
network, 'the IRGC Navy would be mostly neutralized.' However, the same analysis added this:
because the toll booth system itself had already become bureaucratized, it could continue to function
even after its creator disappeared.

On the same day, President Trump extended by 10 days his moratorium on airstrikes against Iran's
energy infrastructure, moving the deadline to April 6th. British Prime Minister Keir Starmer directly
acknowledged the nature of this situation: reopening the Strait of Hormuz would require negotiation
with Iran, even if the war stopped.

Karen Young, senior researcher at Columbia University's Center for Global Energy Policy, told
CNBC: that Iran cannot operate toll booths in the Strait of Hormuz is 'very clear.' 'It will not be
accepted or tolerated by the Gulf Cooperation Council states, UAE, Saudi Arabia, and Oman.' But
before that 'clarity' became reality, in late March 2026 the Strait of Hormuz's reality consisted of this:
2,000 ships waiting their turn at the entrance to the Persian Gulf, tankers crawling through narrow
waters north of Larak Island under IRGC speedboat escort, two million dollars in tolls settled in yuan,
and a sea open only to China and India, closed to South Korea and Japan.

Freedom of Navigation: since the end of World War II in 1945, the U.S. Navy had guaranteed this
right across global waters. U.S. Energy Secretary Chris Wright acknowledged that America was not
yet 'prepared' to escort tankers in the Strait of Hormuz. In the 2002 Millennium Challenge wargame,
an enemy force modeled on Iran defeated the materially superior U.S. military. That outcome was
becoming reality 24 years later.

The paradox: a war started by the United States was dismantling the maritime order the United States
had maintained. Iran's checkpoint stood at the heart of that paradox. The yuan flowed quietly yet
steadily into the space the dollar had left behind.
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11.1 Iran's Parliament Pushes for Toll Legislation

March 26, 2026, morning, Tehran. Fifteen parliamentarians gathered in the conference room of Iran's
Islamic Parliament (Majlis) National Security and Foreign Policy Committee. The agenda was simple:
a bill to impose tolls on all commercial vessels passing through the Strait of Hormuz. When the
semi-state-run news agencies Fars and Tasnim transmitted this news simultaneously, energy traders
in London and New York had to check their screens twice. No state in history had ever imposed tolls
on a natural strait.

The bill's formal title was the 'Strait of Hormuz New Management Plan.' Congressman
Mohammadreza Rezai Kouchi, chair of the committee, led the effort, and the time needed to pass it
through committee was less than half a day. The bill consisted of eight articles: establishing legal
grounds for security measures within the strait, ensuring vessel navigation safety, preventing
maritime environmental pollution, introducing a toll system based on the Iranian rial, prohibiting
vessels and cargo from the United States and Israel from transiting, codifying Iran's state and military
sovereignty, building cooperative joint management with Oman, and restricting vessel transit from
countries participating in unilateral economic sanctions against Iran.

The bill was able to pass committee in a single day because it was not creating something new but
rather belatedly codifying into law what was already happening in reality. Since early March, the
Islamic Revolutionary Guard Corps (IRGC) had been operating what amounted to checkpoints
between Qeshm Island and Larak Island. Vessels seeking to pass through the strait had to submit
their IMO identification number, cargo manifest, crew list, actual ownership structure, and final
destination to intermediaries linked to the Revolutionary Guard. Vessels that passed inspection were
assigned a navigation code and an escort by Revolutionary Guard speedboats. The cost of that
escort was two million dollars per vessel.

What the bill sought to formalize was precisely this system.

Chairman Rezai Kouchi appeared on state television and said, 'Parliament seeks to legally formalize
Iran's sovereignty, control, and oversight of the Strait of Hormuz while creating a revenue source
through toll collection.' He added, 'The Strait of Hormuz is a passage like any other. We are providing
security, and it is entirely natural that vessels and tankers pay us tolls.'

Alaeddin Boroujerdi, a member of the National Security and Foreign Policy Committee, did not hide
the bill's motivation in an interview with Iran International, a Persian-language satellite broadcaster
based in London. 'War costs enormous amounts of money. Naturally, we must collect tolls from
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vessels passing through the strait.'

A bill for the costs of war. This was the bill's true name.

For twenty-six days after the war began on February 28, the United States and Israel's 'Operation
Epic Fury' systematically destroyed Iran's military infrastructure. Nuclear facilities, missile bases, air
defense systems, command and control centers. On March 30, President Trump posted on Truth
Social that if a deal was not reached quickly, he could destroy all of Iran's power plants, oil wells,
Kharg Island, and desalination facilities, reducing them to complete rubble. Kharg Island is the heart
through which over ninety percent of Iran's crude oil exports pass. Power plants and desalination
facilities are critical infrastructure directly tied to the survival of the Iranian people.

Iran's calculation was this: if the United States threatened to destroy oil export infrastructure, Iran
would instead earn money at the chokepoint through which oil passes. If Iran could not sell its own oil,
it would install a tollgate at the door where others' oil passes. It was a new revenue model born of
war.

On the day the bill passed committee, data from maritime intelligence firm Windward showed a single
number: normal commercial traffic through the Strait of Hormuz had declined by ninety-five percent
since the war began. In the week from March 15 onward, only sixteen vessels with their AIS
(Automatic Identification System) turned on passed through the strait. IMO Secretary-General
Arsenio Dominguez told Al Jazeera that approximately two thousand vessels were waiting on both
sides of the strait. Lloyd's List reported a larger number, stating that the number of vessels stranded
in and around the Persian Gulf had reached thirty-two hundred.

These vessels were drifting, waiting only for Iran's toll bill to be finalized.

Lloyd's List reported that by the third week of March, twenty-six vessels had passed through the strait
on pre-approved routes under the Revolutionary Guard's 'toll booth' system. At least two of them
were confirmed to have paid tolls in Chinese yuan. According to Lloyd's List, a Chinese shipping
services company acted as an intermediary to process the payment.

The bill now awaited a vote in the full parliament, review by the Guardian Council, and the president's
signature. The vote was expected to take place between late March and early April. If the bill passed,
the Revolutionary Guard's ad hoc extortion would transform into a permanent system grounded in
Iranian domestic law.

The bill contained one subtle mechanism. It designated the currency for toll payment as the Iranian
rial, not the dollar. For Iran, expelled from the SWIFT (Society for Worldwide Interbank Financial
Telecommunication) network by American financial sanctions, it needed to create its own cash flow
outside the dollar payment system. If tolls were collected in rials, shipping companies would need to
purchase rials through third-country channels, which would have the effect of propping up the Iranian
currency that had suffered repeated collapses. It was like placing an oxygen mask on a domestic
economy devastated by war.
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Actual payments in the field were being made in Chinese yuan, not rials. The gap between the bill's
language and reality revealed Iran's double strategy. Legally asserting sovereign rights while
materially relying on Chinese financial infrastructure. Declaring a challenge to dollar hegemony while
using the yuan as the tool of that challenge.

There had been similar attempts in the past. In 2019, in opposition to the Trump administration's
first-term 'Maximum Pressure' policy, parts of Iran's parliament had proposed a toll bill for the Strait of
Hormuz. Back then it was abandoned without proper debate. There was no war. There was no
blockade. The Revolutionary Guard did not yet substantially control the strait.

2026 was different. The strait was closed, mines had been laid, tankers were burning, and two
thousand vessels were adrift. The bill was merely catching up with reality.

11.2 Mojtaba Khamenei's First Public Statement

March 12, 2026, day thirteen of the war. A news anchor at Iran's state broadcaster (IRIB) began
reading a script. On the screen hung a single still photograph of a man wearing a black turban. There
was no voice, no video. Only the photograph and the anchor's recitation.

Mojtaba Khamenei. Fifty-six years old. A man who lost his father Ayatollah Ali Khamenei, his mother,
his wife, his sister, his nephew, and his brother-in-law in the first strikes by the United States and
Israel on February 28. A man selected as the next supreme leader by the Assembly of Experts on
March 9. A man who said he learned the news of his selection through state television.

It was not even certain whether he was alive. Israeli intelligence disclosed on March 11 that Mojtaba
had been wounded in the legs in the same strikes that killed his father, and the extent of his injuries
was still being assessed. Unconfirmed reports circulated that he had fallen into a coma and had his
legs amputated. Western intelligence agencies disagreed over whether the statement was truly his or
had been written by his associates.

Regardless of whether the statement was authentic, its content altered the trajectory of the global
economy.

Among the sentences the anchor read aloud was one passage.

'The lever of blocking the Strait of Hormuz must undoubtedly continue to be used.'

It took minutes for this single sentence to spread across the world. Oil prices reacted immediately.
According to CNBC, oil prices showed additional upward momentum shortly after the statement.

Mojtaba's statement began with a brief eulogy of his father. 'After his martyrdom, I had the opportunity
to view his body. What I saw was a mountain of strength, and I heard that his robust hand held a
clenched fist.' He then praised the patience and courage of the Iranian people and thanked the
military's fighters who 'had blocked the enemy's path with powerful blows.'

And then he came to the core.
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'I promise everyone this: we will not stop seeking vengeance for the blood of our martyrs,' he said.
'The vengeance we intend is not limited to the supreme leader's martyrdom. Each person of the
nation who has been martyred by the enemy is an independent target of vengeance.'

He demanded reparations. 'We will receive reparations from the enemy. If the enemy refuses, we will
take from them property in whatever measure we deem appropriate, and if that proves impossible, we
will destroy property of equal scale.'

And then came Hormuz. A declaration that the blockade of the strait is not a temporary tactic but a
permanent lever. A demand for the immediate closure of U.S. bases. 'I recommend that you close
those bases as soon as possible. Because you have now realized that America's claim to provide
security and peace has been nothing but lies.' A warning that if the bases are not closed, they will be
attacked.

The statement also hinted at the possibility of escalation. 'Research has been conducted on opening
other fronts where the enemy is inexperienced and extremely vulnerable. If the state of war continues
and aligns with our interests, we will activate them.'

The Soufan Center's analysis precisely identified the nature of the statement. That Mojtaba sees
Hormuz not as an artery of the global economy but as an extension of Iran's national security. And
that simultaneously, he did not completely close the door to a political settlement. The Soufan Center
assessed the message as: 'This is war, and Iran will continue fighting, but the responsibility to stop
the war lies with the other side.'

Rob Geist Pinfold, a lecturer in international security at King's College London, told Al Jazeera, 'There
is nothing of what the Trump administration might have expected, such as a shift in rhetoric that could
come from a new supreme leader. What we are hearing here is a doubling of the existing position.'

Mojtaba Khamenei had long been a 'hidden hand' in Iranian politics. He had never held an official
government post or high religious position. His record lay in the shadows. Close ties to the
Revolutionary Guard and the hardline militia Basij. A reputation as the backstage orchestrator of
bloody suppression during the 2009 Green Movement, the anti-election-fraud protests. Allegations
raised by Western intelligence agencies of anonymous real estate holdings worth hundreds of
millions of dollars in Europe. He was a man skilled at concealing the reality of power.

His fixation on tolls was not only a matter of external policy. Internal power dynamics were at stake.

For the new supreme leader ascending to power following his father's death, the most urgent task
was maintaining the Revolutionary Guard's loyalty. With American sanctions drying up oil export
revenues, war costs snowballing, and resources desperately short to cover military payroll and
operational expenses. The entity directly collecting tolls at the Strait of Hormuz is the Revolutionary
Guard. The cash collected was likely to go directly to the Revolutionary Guard's operational fund
without passing through the government's official budget.
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By delegating 'this lever' to the Revolutionary Guard, Mojtaba created a structure of paying for loyalty
in cash. Externally, a proclamation of economic hostage-taking against the West. Internally, a
promise to the military. Follow me, and I will hand you an inexhaustible revenue stream.

Zeidon Alkinani, a Middle East analyst for Al Jazeera, saw through this structure. He noted that by
focusing the statement on armed resistance, it 'allowed him to avoid discussion of economic reform,
state building, and several fundamental issues important to ordinary Iranians.'

On the same day the statement was issued, Iranian President Masoud Pezeshkian hinted at the
possibility of ending the war if certain conditions were met. There was a subtle gap between the
supreme leader's statement and the president's remarks. Mojtaba: determination to fight to the end.
Pezeshkian: conditional negotiation. A power struggle within Iran was unfolding over the direction of
the war.

However, in Iran's constitutional structure, final decision-making authority rests with the Supreme
Leader. The president is an executor. Moztaba's statement represented official state policy, while
Pezeshkian's remarks represented flexibility within the boundaries of that policy.

The Trump administration, using Pakistan as a mediator, transmitted a 15-point ceasefire proposal to
Iran. The most critical condition was 'ensuring complete freedom of passage through the Strait of
Hormuz.' Iran's response was contained in Moztaba's statement: Keep the strait closed. Keep using
the lever. The hardline newspaper Kayhan went further, presenting Iran's ceasefire preconditions as
including 'withdrawal of all U.S. troops from the Middle East' alongside 'international formalization of
toll collection on the Strait of Hormuz.'

In previous negotiations, Iran demanded sanctions relief and recognition of rights to peaceful nuclear
technology. Control over the Strait of Hormuz was not on the list of demands. War created new
demands. Because the blockade proved more effective than anticipated. As CNN's analysis stated,
'The scale of impact inflated Tehran's ambitions.'

11.3 Monthly Potential Revenue of 600 to 800 Million Dollars

Let's start with the numbers.

In peacetime, approximately 120 to 140 large merchant ships passed through the Strait of Hormuz
daily. These vessels carried 20 million barrels of crude oil and petroleum products per day. To this we
add LNG (liquefied natural gas) carriers departing from Qatar. One-fifth of global maritime oil
transport and one-quarter of worldwide LNG trade pass through this waterway.

Iran charges 2 million dollars per vessel (approximately 3 billion won).

CNN's calculation is this: Under normal circumstances, if 20 million barrels of crude oil move daily,
approximately 10 Very Large Crude Carriers (VLCCs) would transport them. At 2 million dollars per
vessel, that is 20 million dollars per day. In a month, approximately 600 million dollars. Including LNG
carriers, it could exceed 800 million dollars per month.
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Iran's semi-official TASNIM News Agency presented even bolder figures. If 120 vessels per day each
pay 2 million dollars, the annual total reaches 100 billion dollars (approximately 150 trillion won). This
equals 20 to 25 percent of Iran's GDP. If the 3,200 vessels stuck in the Persian Gulf collectively clear
their accumulated tolls in one payment and exit the strait, 6.4 billion dollars (approximately 9.6 trillion
won) would flow into Iran's hands at once.

Of course, these figures are propaganda. During war, 120 vessels do not pass through daily. By the
end of March, traffic through the strait had fallen to 5 percent of peacetime levels. The 2 million
dollars per vessel itself reflects the peak risk premium in the war's immediate aftermath, and would
necessarily adjust as the system stabilizes over time.

So we need a comparison. Egypt's Suez Canal.

The Suez Canal recorded a record 9.4 billion dollars in toll revenue in fiscal year 2023. More than 50
vessels pass through daily, and 12 percent of global trade flows through this canal. The average toll
per vessel is approximately 400,000 dollars. This revenue formed a cornerstone of Egypt's national
finances and a source of foreign exchange. (In 2024, attacks on the Red Sea by Yemeni Houthi
forces caused revenue to plunge to 4 billion dollars, but this was an exceptional situation.)

The case Iranian lawmakers repeatedly cited while pushing through their legislation was none other
than Suez. 'Just as vessels pay tolls at the Suez Canal, it is natural that we receive compensation in
exchange for providing security at the Strait of Hormuz.'

This analogy contains a critical flaw.

The Suez Canal is a man-made artificial structure. Construction began in 1859 and took ten years,
followed by more than 160 years of continuous maintenance and dredging. A new channel was
added in 2015. Because enormous capital and labor were invested in building and maintaining the
canal, there is economic justification for collecting tolls: recovery of construction costs and coverage
of maintenance expenses.

The Strait of Hormuz is a natural waterway. At its narrowest point, it measures 34 kilometers across.
What Iran did was not build the strait but block it. It laid mines, attacked oil tankers, threatened with
speedboats and anti-ship missiles, then announced, 'We will provide security.' It is no different from
an arsonist setting a fire and then billing for firefighting services.

CNN presented a more realistic scenario. If, after the war, traffic through the strait recovers to 50 to
60 vessels per day (half peacetime levels), and the toll per vessel adjusts to 400,000 dollars (Suez
levels), Iran could generate stable monthly revenue of 600 to 800 million dollars. Annually, 7.2 to 9.6
billion dollars. Roughly equivalent to the Suez Canal's normal annual revenue of 9.4 billion dollars.

This comparison reveals the scale of Iran's ambition. Iran seeks to replicate overnight through war
and force the revenue structure Egypt built up over 160 years of constructing and maintaining its
canal.
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History provides a precedent. The 1956 Suez Crisis. Egyptian President Gamal Abdel Nasser
nationalized the Suez Canal, which had been controlled by Britain and France. Britain, France, and
Israel intervened militarily but withdrew in the face of opposition from the United States and the Soviet
Union, and Egypt secured permanent control of the canal. For the subsequent 70 years, the Suez
Canal became Egypt's most stable source of foreign currency.

Iran wants to Suez-ize Hormuz. To make control of the strait a fait accompli through war, to gain
international recognition of that control in peace negotiations, and to cement toll collection as a
permanent institution through legislation. This is why 'international recognition of Iran's sovereignty
and control over the Strait of Hormuz' ranks among Iran's five ceasefire conditions.

Skepticism dominates assessments of whether this vision could be realized. Karen Young, a senior
fellow at Columbia University's Center on Global Energy Policy, told CNBC: 'It is practically
impossible for Iran to establish toll gates. GCC countries will neither accept nor tolerate such
measures.'

Yet there was a gap between the judgment of impossibility and the reality actually unfolding. Chinese
and Indian vessels were already paying tolls and transiting the strait. South Korean and Egyptian
vessels were included in Iran's list of 'friendly nations' and permitted passage. Even if the system
lacked international recognition, if it functioned in reality, its effects were identical.

The impact on South Korea's economy was immediate. With 70 percent dependence on Middle
Eastern crude oil, South Korea took a direct hit from the Hormuz crisis. The skyrocketing maritime
shipping costs and insurance premiums from toll charges were passed directly into the per-unit cost
of crude imports. Goldman Sachs projected supply shortages could reach 800 million barrels, and
Brent crude exceeded 165 dollars per barrel.

11.4 The Gap Between International Law and Reality

In 1429, Danish King Erik VII began charging tolls on all foreign vessels passing through the Øresund
Strait. At Kronborg Castle in Helsingør, the very castle Shakespeare chose as the stage for Hamlet,
ships had to drop anchor and wait their turn. Those who refused to pay tolls faced cannon fire from
both shores. These strait tolls, known as the 'Sound Dues,' comprised two-thirds of Denmark's state
revenue in the sixteenth and seventeenth centuries. This toll system, which lasted 428 years,
provoked the anger of European powers including Britain, France, Sweden, and Prussia, sparked
several wars, and was finally abolished by the Copenhagen Convention of 1857. In return, Denmark
received 33.5 million rigsdaler from twelve nations, equivalent to roughly one year of Denmark's state
expenditure at the time. The United States paid an additional 393,000 dollars through a separate
bilateral agreement.

In 2026, 169 years later, what Iran seeks to do at the Strait of Hormuz is exactly what Denmark did at
the Øresund. Physically dominate a narrow strait and extract money from passing vessels. There is
one difference: In 1857, the international community reached consensus that strait tolls were relics of
an old order that impeded free trade. In the 169 years since, no nation had imposed tolls on a natural
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strait. Iran would be the first.

CNN directly referenced this historical precedent: 'In the nineteenth century, Denmark imposed tolls
on the Danish Strait, but in the face of protests from multiple nations, it agreed in 1857 to the
Copenhagen Convention, which abolished the so-called Sound Dues.' Iran's toll system would be
without precedent in modern maritime history.

From the perspective of international law, the legal status of the Strait of Hormuz is clear. Article 37 of
the United Nations Convention on the Law of the Sea (UNCLOS) grants special status to straits like
Hormuz that are 'used for international navigation between one part of the high sea or exclusive
economic zone and another part.' Article 38 provides that all vessels and aircraft of all states enjoy
the right of 'transit passage' through such straits without hindrance. Article 44 specifies that states
bordering the strait 'shall not hamper' transit passage, and this right cannot be suspended for any
reason.

James Kraska, a professor of international maritime law at the U.S. Naval War College, explained to
CNN: 'The Strait of Hormuz is a strait used for international navigation with overlapping waters of Iran
and Oman. Iranian and Omani law apply in these waters. However, because it is an international
strait, the right of transit passage applies to all nations, permitting unobstructed passage on the
surface, in the air, and underwater by submarines.' His conclusion was that international law contains
no legal basis for imposing tolls.

Secretary of State Marco Rubio told reporters shortly after a G7 foreign ministers meeting held in
France: 'If Iran decides to control the Strait of Hormuz and determine that the international community
must pay to pass through, this is not only illegal but unacceptable and dangerous to the world. The
world must have a plan to deal with this.' The G7 foreign ministers issued a statement emphasizing
'the absolute necessity of restoring safe and toll-free freedom of navigation.'

Gulf Cooperation Council Secretary General Jasem Mohamed Al-Budaiwi condemned Iran's toll
collection as 'an assault on the United Nations Convention on the Law of the Sea.'

The United Nations Security Council adopted Resolution 2817 on March 11. The resolution defines
Iran's regional attacks as violations of international law and serious threats to international peace and
security, reaffirming that the navigation rights and freedom of merchant ships and commercial vessels
must be respected. It included language condemning all Iranian actions and threats to close, obstruct,
or interfere with international navigation through the Strait of Hormuz.

International law defines Iran's actions as unlawful. UN Security Council resolutions exist. The G7
issued a statement. The GCC issued a condemnation.

Yet Iran possessed a legal defense argument.

Iran signed but never ratified the 1982 United Nations Convention on the Law of the Sea. For more
than 40 years, Iran remained a signatory to this convention ratified by 168 countries without ratifying
it. The United States also did not ratify it. Iran's argument was this: We are not a state party to the
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convention, so we are not bound by the transit passage provisions. In our territorial waters, only
innocent passage, not transit passage, applies. Innocent passage can be temporarily suspended if it
poses a threat to the coastal state's security. We have the right to restrict the passage of
hostile-nation vessels during a state emergency of total warfare.

Analysis from Israel's National Security Institute (INSS) identified the weakness in this logic. The right
of transit passage is established not only in the United Nations Convention on the Law of the Sea but
also as customary international law. Because the overwhelming majority of nations worldwide accept
this legal principle, the dominant legal view is that Iran is bound by it regardless of whether it has
ratified the convention.

A legal scholar and former U.S. Navy officer writing for Just Security identified the fundamental
contradiction in this situation: 'The Hormuz crisis reveals a basic vulnerability in maritime law. Transit
passage rights are strongly protected in doctrine, but actually enforcing them proves difficult when a
coastal state has the will to violate the rules.'

This is the essence of the problem: the gap between law declaring Iran's actions unlawful and
actually stopping those unlawful acts.

The narrowest point of the Strait of Hormuz spans 21 nautical miles (39 kilometers). As Jason Chuah,
a maritime law professor at London City University, explained to Al Jazeera, the entire width of the
strait consists of the territorial waters of Iran and Oman. There is no portion corresponding to the high
seas. Iran claims 12 nautical miles from its coastline as territorial waters, as does Oman. The physical
structure of the strait itself favors Iran.

Iran exploited this geographic advantage skillfully. The central shipping channel of the strait,
designated as an international route, became a danger zone of mines and attacks. To avoid this
danger zone, vessels had to divert northward around Qeshm and Larak islands off Iran's coast,
entering Iranian territorial waters. The moment a vessel enters Iranian territorial waters from
international waters, the legal character of passage changes. Iran charges fees ostensibly for
'security services' within its territorial waters.

Iran's Foreign Ministry sent a letter to the 176 member states of the International Maritime
Organization: 'Non-hostile vessels, provided they do not participate in or support hostile acts against
Iran and fully comply with declared safety and security regulations, may safely transit the Strait of
Hormuz through coordination with Iranian authorities.' It was a letter that packaged unlawful force
control as legitimate administrative procedure.

Apurva Mehta, a partner at Indian law firm ANB Legal, told Al Jazeera: 'It remains unclear which
vessels must pay tolls and in what currency they should be settled. However, commercial
considerations appear likely to override questions about the legitimacy of these tolls. Countries will
likely prioritize getting their cargo through even if they must pay the tolls.'

This was the reality of March 2026.
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The U.S. Navy's Fifth Fleet was stationed in Bahrain. Yet the American Navy did not physically block
the Revolutionary Guard's toll system. U.S. Energy Secretary Chris Wright admitted to not being
"prepared" to escort tankers through the Strait of Hormuz. To physically halt the toll system would
require intercepting Iranian patrol boats and, in some cases, blocking Chinese merchant vessels that
brokered payment in yuan. Neither Washington nor Beijing was ready to assume that level of
escalation.

Mine countermeasures capability was also a problem for the U.S. Navy. Of the fourteen
Avenger-class minesweepers the American Navy possessed, only four remained, all
forward-deployed in Sasebo, Japan. Four Littoral Combat Ships could be equipped with
mine-clearing modules, and twenty-five Sea Dragon minesweeping helicopters could be deployed,
but only three LCS were stationed in the Middle East. The escort operations, ship reflagging, and
large-scale task force formations used during the 1987-88 Tanker War could not be replicated in
2026.

Global shipping companies and cargo owners made a capitalist, pragmatic calculation. Should they
risk a hundred-million-dollar tanker and the millions of barrels of crude it carried being sunk or seized
by Iranian missiles? Or should they pay a two-million-dollar toll and pass safely? The answer was
clear. Lloyd's of London classified the Gulf waters as the highest tier of war-risk zones and charged
war insurance premiums reaching several percent of ship value. A two-million-dollar toll might have
cost less than war insurance.

Amanda Bjorn, head of claims at Singapore-based maritime insurance broker Cambiaso Risso Asia,
told Bloomberg: "In the end, it comes down to whether you can trust Iran. This will become a barrier
to global trade that blocks the freedom of navigation we have enjoyed for the past century."

Vessels from China, India, Malaysia, Egypt, South Korea, and Pakistan began passing through the
strait with Iranian approval. It was selective opening. American and Israeli ships were blocked. Ships
from Western allies faced restrictions. Vessels from countries Iran classified as "friendly" were
allowed passage. Tolls were paid in yuan. Chinese shipping service companies acted as
intermediaries.

This arrangement directly violated the non-discrimination clause, a core principle of the United
Nations Convention on the Law of the Sea. As confirmed by Iranian Foreign Minister Abbas Araqchi,
Iran was allowing passage on a discriminatory basis depending on political alignment.

But declaring a violation is not the same as stopping it.

On March 27, 2026, responding to United Nations requests, Iran announced it would expedite and
quickly process the passage of humanitarian aid and agricultural cargo through the strait. Iran's
ambassador to Geneva, Ali Bahreini, confirmed this agreement. It was a gesture of humanitarian
concession. At the same time, it reaffirmed the fact that Iran held control of the strait. Only those who
can "expedite" passage can also "block" it.
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That same day, China's COSCO announced to customers that it was resuming general cargo
container reservations to Gulf ports including the UAE, Saudi Arabia, Bahrain, and Qatar. However,
ship-tracking data confirmed that on March 27, two Chinese container ships attempted to exit through
the strait but turned back. This indicated either that the Revolutionary Guard's system was not
functioning consistently or that the agreement on passage conditions remained incomplete.

The gap between law and reality is a pattern repeated in history. Denmark was able to collect tolls in
the Sound for four hundred twenty-eight years not because law permitted it, but because the cannons
of Kronborg Castle permitted it. Britain, France, and Sweden protested repeatedly and even went to
war, but so long as cannons commanded the strait, tolls continued. The toll was abolished not
because Denmark lost a legal argument, but because by the middle of the nineteenth century the
military power and economic pressure of the great naval powers overwhelmed Denmark's cannons.
And even then, Denmark did not withdraw for free. It received 33.5 million rigsdaler in compensation.

Whether Iran knows this history is unknown. But what Iran is doing is the twenty-first-century version
of what Denmark did. Instead of Kronborg's cannons, the Revolutionary Guard's speedboats,
anti-ship missiles, and suicide drones. Instead of the customs house in Helsingør, checkpoints
between Qeshm and Larak islands. Instead of rigsdaler, yuan.

There is one difference. In 1857, the international community had the will and the capability to abolish
strait tolls. Whether the international community in 2026 possesses that will and capability remains to
be proven.

On March 26, Israel killed Revolutionary Guard Navy Commander Major General Alireza Tangsiri and
Intelligence Officer Brigadier General Behnam Rezaei in an airstrike on Bandar Abbas. Israel's
defense minister identified Tangsiri as "the person directly responsible for terror operations including
the laying of mines and the blockade of the Strait of Hormuz." Maritime analysts assessed that the
loss of Rezaei's intelligence network could weaken the Revolutionary Guard Navy's operational
capacity, but the bureaucratized toll system would persist. The commander was dead, but the system
survived.

The birth of the toll state laid bare the fundamental limits of international law. The articles of the legal
codes drafted in the conference rooms of Geneva had no power to change reality when faced with
mines floating over the Strait of Hormuz and speedboats below. UN Security Council Resolution 2817
condemned Iran's actions, but the resolution could not remove the mines. G7 foreign ministers
emphasized "freedom of navigation without tolls," but that declaration could not tear up a
two-million-dollar bill.

Law says: tolls are illegal. Reality answers: without tolls, you cannot pass.

In this gap, an era of global maritime order was coming to an end.

Attorney Kim Kyung-jin, artificial intelligence expert

Specialist in AI legal policy, former National Assemblyman, author of numerous works
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Chapter 12: 126 Dollars a Barrel

← Previous Chapter

See every chapter

Next Chapter →

12.1 A Timeline of Oil Price Surge

On February 27, 2026, at 4:00 p.m. London time, Brent crude for May delivery closed at $71 per
barrel on the ICE Futures Exchange. Energy traders wrapped up that afternoon unremarkably. U.S.
shale oil production had reached a record high of 13.58 million barrels per day, and even after
OPEC+ production cut agreements, the global crude oil market remained in a state of structural
oversupply. Goldman Sachs' commodities team was forecasting an average Brent crude price of $65
for 2026. Few people questioned the consensus that "the era of low oil prices would continue."

Twelve hours later, the trajectory of Tomahawk cruise missiles was traced across Iran's night sky.
Operation Epic Fury had begun.

Reconstructed in numbers, the events that unfolded in the 48 hours following the outbreak of war
went like this. On March 1, the Islamic Revolutionary Guard Corps (IRGC) announced a complete
blockade of the Strait of Hormuz. On the same day, three oil tankers near the strait came under fire,
and one caught fire off the coast of Oman. According to ship tracking data from Vortexa, only four oil
tankers passed through the strait on March 1, including three Iranian vessels. It was a waterway
through which an average of 24 vessels passed daily.

Brent crude hit $84.57 intraday on March 3. A 19% increase from before the war began. It was the
day that Maersk, CMA CGM, and Hapag-Lloyd simultaneously announced they would suspend
passage through the strait. Lloyd's List Intelligence estimated that approximately 200 international
crude and petroleum product tankers were stranded inside the Persian Gulf.

On March 8, Brent crude broke through $100 per barrel. It was the first time since Russia's invasion
of Ukraine in 2022. Only one commercial vessel passed through the strait that day. Just one ship in a
waterway through which an average of 138 vessels transited daily. A CNBC energy correspondent
was left speechless reporting this number. On the same day, Iranian drones and missiles struck the
Bapco refinery in Bahrain, and explosions were reported near the Ras Tanura oil terminal in Saudi
Arabia. The entire Gulf energy infrastructure had come within range.

On Monday, March 10, as markets opened, Brent crude shot to a peak of $119.50 intraday. WTI
(West Texas Intermediate) also hit $119.48. Neil Atkinson, former director of oil at the International
Energy Agency (IEA), appeared on CNBC and said this: "A de facto closure of the Strait of Hormuz is
an event the energy market has never experienced. Unless something changes soon, we are
entering an energy crisis of unprecedented proportions."
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And Brent crude reached $126 per barrel.

From $71 to $126. An increase of approximately 55%. The time required was just over 20 trading
days. CNBC reported that this was the largest monthly increase in the history of the Brent crude
futures contract since its inception in 1988. The previous record was a 46% increase in September
1990 during the Gulf War.

While the Western benchmark recorded $126, the shock felt by Asian markets was far more severe.
On March 19, Dubai crude reached $166 per barrel. It was an all-time high. According to S&P Global
Platts price assessment standards. Dubai crude is the price indicator for crude oil flowing from the
Middle East to Asia. With the Strait of Hormuz blocked, making physical delivery impossible, crude oil
that could not be delivered was trading more than $60 higher than deliverable Brent, a distorted
structure had formed.

Natasha Kaneva, head of commodities research at JPMorgan, explained this gap this way: "If the
strait does not open, this price difference will not persist for long. Brent and WTI will eventually have
to follow upward. As Atlantic inventory drains, the entire global market will have to reprice itself at
much tighter supply levels."

Susan Bell, senior vice president of energy consulting firm Rystad, spoke more bluntly about the
Dubai crude price in the Singapore market: "It is almost a fictitious price."

The gap between Brent and Dubai crude was a product of geography, not numbers. The same oil, yet
a $60-per-barrel difference emerged depending on whether it had to pass through Hormuz or not. A
21-mile-wide waterway had split the global crude market in two.

There is one more number that needs to be noted. The daily price volatility of crude oil during this
period. On March 23, when President Trump suggested the possibility of U.S.-Iran negotiations, Brent
crude dropped $12 in a single day, from $114 to $102. And it rose again when the Iranian side denied
this. Tyler Goodspeed, chief economist at ExxonMobil, said this at the CERAWeek conference: "The
number of scenarios in which the strait remains closed for longer and with greater certainty far
exceeds, and is far more probable than, the scenario in which the strait returns to normal traffic."

From $71 to $126, the one-month timeline proved something clear. The global crude oil market did
not adjust prices gradually. The moment physical supply chains were severed, the entire price
discovery mechanism built up over decades collapsed all at once.

12.2 The IEA's Declaration

On Wednesday, March 11, 2026, at the headquarters of the International Energy Agency (IEA)
located at Rue de la Muette in Paris's 9th arrondissement. Shortly after an emergency video
conference of energy ministers from 32 member states concluded, IEA Secretary-General Fatih Birol
took the podium for a press conference.
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Birol used little diplomatic rhetoric. "The challenge the oil market faces is unprecedented in scale. IEA
member states have unanimously agreed to the largest emergency oil reserve release in history."
Four hundred million barrels. It was the largest scale in the IEA's 52-year history since its founding.

Comparing this number to the past clarifies the scale. At the time of Russia's invasion of Ukraine in
2022, the IEA released 182.7 million barrels. Four hundred million barrels exceeds that by more than
double. This is the sixth time the IEA has conducted an emergency joint release since its founding.
During the 1991 Gulf War, 2005 Hurricane Katrina, 2011 Libyan civil war, and the 2022 Ukraine war,
twice. And in 2026.

There was precise arithmetic behind Birol calling this "the largest supply disruption in the history of
the global oil market." According to the IEA's March Oil Market Report, the total crude oil production
in the Middle East fell by at least 10 million barrels per day (b/d) as of March 12 due to the war and
strait blockade. As exports became impossible due to the closed strait, Kuwait and Iraq hit storage
capacity limits and reduced production itself by up to 70%. Saudi Arabia and the UAE also began
partial production cuts.

During the 1973 Arab oil embargo, the amount that disappeared from the market was approximately
4 to 5 million barrels per day, roughly 6 to 7 percent of global consumption at the time. During the
1979 Iranian Revolution, it was approximately 2 to 4 million barrels. The 2026 Hormuz blockade
reduced a waterway through which 20 million barrels of crude oil and petroleum products passed
daily to a thin stream, and combined with the production decline across the Middle East, resulted in
global oil supply falling by more than 8 million barrels per day within a month. To quote the IEA
directly, it was "the largest supply disruption in the history of the global oil market."

The specific distribution of the 400 million barrel release was as follows. The United States
contributed 172 million barrels. That is 43 percent of the total. U.S. Secretary of Energy Chris Wright
stated that "releases will begin next week and will take approximately 120 days at the planned
release rate." Releasing 172 million barrels over 120 days amounts to approximately 1.4 million
barrels per day. Japan committed to releasing 800,000 barrels starting March 16. Prime Minister
Sanae Takahashi of Japan, which procures approximately 70 percent of its crude oil through the
Strait of Hormuz, decided on early release, citing an "extremely high level of dependence on the
Middle East." The United Kingdom pledged 13.5 million barrels, and Germany and Austria also
participated in the release.

The market's reaction differed from Birol's expectations. Shortly after the release announcement,
Brent crude fell from around $120 to about $90. A drop of roughly $30. However, this effect did not
last days. On Friday, March 14, Brent crude climbed back above $100. It had risen more than 17
percent again within two days of the release announcement.

Why did an unprecedented volume of 400 million barrels fail to stabilize the market? Analysts at
Macquarie ran the numbers. Four hundred million barrels represents roughly 4 days of global
production and roughly 16 days of the crude oil and petroleum products passing through the Strait of
Hormuz. To quote Macquarie directly, "If that does not sound like much, it is not."
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CNBC presented more direct arithmetic. The U.S. release rate of 1.4 million barrels per day
represents only 15 percent of the supply lost to the Hormuz blockade. The remaining 85 percent of
the gap goes unfilled elsewhere. Moreover, the U.S. Strategic Petroleum Reserve (SPR) was already
in a depleted state following 2022 releases. Crude oil stored in the underground salt caverns of Texas
and Louisiana totaled approximately 415 million barrels. This was 58 percent of the maximum
capacity of 715 million barrels. If 172 million barrels are drawn down further from here, the SPR drops
to around 243 million barrels. According to NPR reporting, refilling operations at the underground salt
caverns have also been delayed due to physical damage.

Birol added this at the end of the press conference: "Let me be clear: the most important thing for the
restoration of stable oil and gas flows is the resumption of shipping through the Strait of Hormuz." The
reserve release is a bridge. It is not a replacement for the severed artery, but rather buying time until
the artery opens again.

Angie Gildea, global head of oil and gas at KPMG, summarized the situation: "There is no substitute
for restoring access to the Strait of Hormuz. The tools at our disposal,strategic reserves, export
diversions, floating storage,can provide some mitigation, but they are not structural solutions."

The IEA, acknowledging supply-side constraints, turned its attention to the demand side. The IEA's
March report downwardly revised its 2026 global oil demand growth forecast by 210,000 barrels per
day from the previous month to 640,000 barrels per day. Demand forecasts for March and April were
cut by an average of more than 1 million barrels per day. Jet fuel demand plummeted due to flight
suspensions at major Middle Eastern airports, and petrochemical plants began reducing operations
due to supply disruptions in naphtha and LPG.

Demand destruction. With supply lines cut, there was no choice but to forcibly reduce consumption
even at the cost of economic growth. It was the same logic as the Sunday driving bans and
55-mile-per-hour highway speed limits that appeared during the 1970s oil shocks. In March 2026, the
IEA's 400 million barrel release was a signal that "we have pulled out our biggest weapon," and at the
same time, a confession that "that weapon is not enough."

12.3 The $200 Scenario

On March 11, the day the IEA's 400 million barrel release announcement came out, a spokesman for
the Islamic Revolutionary Guard Corps issued a statement: "Expect oil at $200 per barrel."

Whether hyperbole or warning. Wall Street analysts began seriously examining this figure.

Goldman Sachs moved first. The team led by Daan Struyven, co-head of commodities research and
head of oil research, revised its forecasts three times after the war began. In chronological order, it
went like this:

March 2 (shortly after the war began): Goldman Sachs calculated that approximately $14 per barrel of
geopolitical risk premium was reflected in the current oil price. This was a price corresponding to a
scenario in which the Strait of Hormuz was completely closed for four weeks and bypass pipelines
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operated partially. If the strait were only 25 percent blocked with pipelines operational, the additional
increase would be $1 per barrel. If the strait were completely closed with no offsetting measures, $15.

March 11: Goldman Sachs significantly revised its forecast. It adopted as a base case the scenario in
which the volume passing through the strait remained at only 10 percent of normal for 21 days before
gradually recovering over 30 days. The previous forecast had assumed 10 days of disruption. The
Brent forecast for March-April averaged $98. In the upside risk scenario, $120.

March 22: A third revision. The base case changed again. It extended the period during which the
volume through the strait remained at 5 percent of normal to six weeks, then assumed gradual
recovery over one month. The cumulative crude loss in this scenario exceeds 800 million barrels. The
2026 annual Brent average forecast was $85 (up from $77). The near-term March-April forecast was
$110 per barrel.

Goldman Sachs had two extreme scenarios. In the "adverse scenario," the disruption lasts 10 weeks
and Brent peaks at $140 before declining to $100 in the fourth quarter. In the "severely adverse
scenario," the 10-week disruption is compounded by physical destruction of energy infrastructure,
causing Brent to surge to $160, remaining at $115 even in the fourth quarter. Goldman Sachs warned
that in extreme circumstances, prices could theoretically approach or exceed WTI's July 2008 peak of
$147.25.

Barclays' forecast was more aggressive than Goldman Sachs. Barclays projected that if the war
persists two more weeks, Brent could test $120, and in the upside scenario could reach $150 before
month's end.

Neil Shearing's team at energy consulting firm Capital Economics looked at a longer time horizon. In
a scenario where the war persists for three months, Brent could reach an average of $150 over the
next six months, they analyzed.

Marko Papic, geopolitical strategist at BCA Research, presented the arithmetic more ruthlessly. In his
March 28 report, he wrote: Currently (through mid-April), the war is causing the world to lose
approximately 4.5 to 5 million barrels per day of crude oil, roughly 5 percent of global supply.
However, by mid-April, this number doubles. Strategic reserve releases become exhausted, and
Russian crude oil freed by sanction waivers also runs out. "This will be the largest supply loss in the
history of crude oil."

Qatar's Energy Minister Saad al-Kaabi spoke more directly. He warned that if the war continues, oil
prices could reach 150 dollars a barrel, natural gas prices could hit 40 dollars per million BTU, which
could lead to "collapse of world economies."

If asked whether the figure of 200 dollars a barrel has materialized, as of March 31, the answer is no
according to Brent futures. Brent crude trades around 112 dollars by late March. However, the
physical market tells a different story. Dubai crude hit 166 dollars, and reports suggested it briefly
touched 170 dollars. Richard Harbourne of energy consulting firm Wood Mackenzie explained the
gap this way: "Everything is a function of how long the Strait of Hormuz stays closed. The entire
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market is updating assumptions in real time."

The disconnect between the futures market (paper market) and the physical market. This was the
most important structural characteristic of the energy market in March 2026. Futures prices moved 12
dollars on a single statement from President Trump. The expression "Trump's jawboning is moving
the market" became common among traders. Ben Cahill, director of the Center for Energy and
Environmental Systems Analysis at the University of Texas, who attended the S&P Global
CERAWeek Conference, said: "In some ways it is working. It is preventing a larger reaction in the
futures market. But the reality of disruption in the physical market is hard to ignore."

Goldman Sachs, Barclays, Capital Economics, BCA Research. The point at which their outlooks
converged was singular: it is not whether 200 dollars will arrive. It is how long the Strait of Hormuz will
remain closed. Chevron CEO Mike Wirth said at CERAWeek: "The very real and physical
consequences of the Strait of Hormuz closure are spreading across the world." Shell CEO Wael
Sawan added at the same gathering: "Disruptions starting in South Asia are spreading to Southeast
Asia, Northeast Asia, and as April approaches, to Europe."

200 dollars is not a number. It is a function of time.

12.4 The Specter of Stagflation

What a barrel of 126 dollars means is not merely a change in numbers on a gas station sign. It is a
signal that the nightmare that destroyed Western economies in the 1970s,stagflation, where prices
soar while growth stalls,has returned to the 21st century.

Economics has a rule of thumb commonly used to calculate the impact of oil prices on the global
economy. According to Goldman Sachs' March 2026 report, for every 10 percent increase in oil
prices, U.S. headline PCE inflation rises by about 0.2 percentage points, and GDP growth falls by 0.1
percentage points. The International Monetary Fund's estimates fall within a similar range. A
sustained 10 percent rise in energy prices pushes global inflation up by 40 basis points (0.4
percentage points) and cuts economic growth by 0.1 to 0.2 percentage points.

Let me apply this rule of thumb to March 2026's reality. The rise from 71 dollars per barrel before the
war to 126 dollars is approximately 77 percent. By the rule of thumb, U.S. inflation alone faces
additional upward pressure of more than 1.5 percentage points. Goldman Sachs presented U.S. PCE
inflation forecasts for December 2026 as 3.1 percent in the base scenario, 3.6 percent in the severe
scenario, and 4.0 percent in the extremely severe scenario. Spring peaks reached 2.9 percent, 4.6
percent, and 4.9 percent respectively. The OECD projected U.S. 2026 inflation at 4.2 percent, 1.2
percentage points higher than pre-war forecasts.

Europe fared worse. The EU presented inflation forecasts ranging from 2.6 percent to 4.4 percent
depending on the war's severity. Chris Williamson, chief economist at S&P Global Market
Intelligence, said while announcing March eurozone PMI results: "The eurozone PMI is sounding the
alarm for stagflation. The Middle East war is rapidly pushing up prices while suppressing growth." The
March eurozone composite PMI stood at 50.5, dropping from 51.9 the previous month and hitting a
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10-month low. It was barely above the 50 line that marks the boundary between economic expansion
and contraction.

British inflation was forecast to exceed 5 percent in 2026. The highest figure in Europe.

The path of price increases does not end at gasoline and diesel prices. When crude oil prices rise,
naphtha prices rise, and when naphtha prices rise, prices for plastics, packaging materials, chemical
fibers, and pharmaceutical ingredients rise. But in the 2026 Hormuz crisis, the most dangerous
transmission channel was fertilizer. Persian Gulf countries account for one-third of global urea
exports and one-fourth of ammonia exports. Fertilizer producers in the Middle East have held a
dominant position in the world market by having access to cheap natural gas as a raw material. Up to
40 percent of the world's nitrogen fertilizer exports pass through the Strait of Hormuz. As the strait
closed, urea prices surged 50 percent since the war began, while ammonia rose 20 percent.

Brazil stood in the thick of this blow. Brazil is almost entirely dependent on imported fertilizer, roughly
half of which enters through the Strait of Hormuz. Brazil accounts for approximately 60 percent of
global soybean exports and is a major exporter of corn and sugar. If fertilizer shortages or price
spikes persist, farmers have no choice but to reduce fertilizer use, which directly translates into lower
yields. The shadow of a global food crisis in the second half of 2026 was beginning to take shape
here.

The mechanism by which prices rise while growth simultaneously halts works like this: the surge in oil
prices acts as an invisible tax on households. When fuel, heating, and electricity costs claim a larger
share of income, the rest of consumption shrinks. Dining out, travel, and appliance purchases are
postponed. When consumption falls, corporate revenues fall, and when revenues fall, investment and
employment fall. Gasoline prices in the United States exceeded 5 dollars per gallon in the second
week of March. California broke through 5 dollars per gallon first.

Carmen Reinhart, professor at Harvard Kennedy School and former chief economist of the World
Bank, said: "There is growing risk that inflation will rise and growth will slow." Gita Gopinath, former
chief economist of the IMF, calculated that even if oil prices in 2026 average 85 dollars per barrel,
global economic growth would be 0.3 to 0.4 percentage points lower than pre-war forecasts (3.3
percent). If not 85 dollars but 126 dollars, or 150 dollars, that figure would decline far more sharply.

Comprehensive economic analysis firm SolAbility modeled GDP losses by scenario. If the war ended
immediately, global GDP loss would be 590 billion dollars (0.54 percent of world GDP). If the war
lasted several months, losses would grow to 3.5 trillion dollars (3.15 percent of world GDP). This
calculation includes not only the shock from oil and LNG but also the spillover effects of disruptions in
the fertilizer supply chain.

Gregory Daco, chief economist at EY-Parthenon, raised the probability of a U.S. recession within the
next year to 40 percent. In normal times, the recession probability is 15 percent. Goldman Sachs also
raised the U.S. recession probability to 30 percent, forecasting that the unemployment rate would rise
from 4.4 percent in February to 4.6 percent by year-end.
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Before all these numbers, central banks found themselves in an impossible position. Look at the
Federal Reserve's dilemma. Inflation is soaring in the 3 to 5 percent range, so rates must be raised.
Yet the economy is simultaneously slowing, so raising rates would bring forward a recession. Cutting
rates would fail to control inflation. The European Central Bank postponed its scheduled rate cut on
March 19. It raised inflation forecasts and lowered GDP growth forecasts. This is stagflation's
definition. Prices rise, growth stops, and central banks cannot move.

Mary Daly, president of the Federal Reserve Bank of San Francisco, said in a mid-March CNBC
interview: "When you combine rising prices at the gas pump with the reality that inflation is exceeding
our targets, it is difficult to be reassuring to consumers." Mark Zandi of Moody's Analytics spoke more
directly: "If oil prices stay around 100 dollars per barrel, gasoline prices will approach 4 dollars a
gallon by next week. Inflation will accelerate rapidly, eroding consumer purchasing power and
hammering consumption, GDP, and jobs."

Christopher Knittel, energy economist at MIT, highlighted the time variable: "A week or two ago, I
would have said: if the war ended today, the long-term spillovers would be fairly small. But what we
are seeing now is physical destruction of infrastructure. This means this war's aftermath will be
long-lasting."

Lutz Kilian, energy economist at the Federal Reserve Bank of Dallas, added in the same vein: "Some
damage to Qatar's LNG facilities will likely take years to repair. Kuwait's refineries and tankers in the
Gulf will also require refurbishment and refueling. Even in the best scenario, the recovery process will
be slow."

A barrel of 126 dollars. Behind that number lies this chain. A surge in oil prices raises gasoline and
diesel prices. Fertilizer prices shoot up. Food prices rise. Logistics costs rise. All consumer goods
prices rise. Households close their wallets. Companies cut investment. Employment shrinks. Yet
prices keep rising. Central banks must raise rates, but doing so worsens the economy. Cutting them
makes inflation worse.

There is one decisive difference between the 1970s and 2026. In the early 1980s, Fed Chair Paul
Volcker raised the benchmark interest rate to 20 percent and beat inflation into submission. The price
was severe recession and mass unemployment, but the size of U.S. national debt could then absorb
that impact. In 2026, U.S. national debt stands around 36 trillion dollars, exceeding 120 percent of
GDP. For every 1 percentage point increase in rates, annual interest costs grow by hundreds of
billions of dollars. The Volcker solution is no longer an option.

The specter of stagflation is composed of numbers. 126 dollars, 166 dollars, 4.2 percent, 0.4
percentage points, 3.5 trillion dollars, 40 percent. Each of these numbers, taken separately, is merely
a variable in an economic model. But when these numbers begin moving simultaneously, their sum
changes reality far larger and faster than the model predicts.

As of March 31, the Strait of Hormuz remains effectively closed. Brent crude trades around 112
dollars. One month and one day have passed since the war began. The date Marco Papic of BCA
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Research called the "oil cliff" is approaching,mid-April. The point when strategic petroleum reserve
releases are exhausted and sanctioned Russian crude hits bottom. By then, people may say that
today's 126 dollars was the floor.

The numbers have not finished speaking.
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Chapter 13: The Limit of 400 Million Barrels
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13.1 The IEA's Largest Strategic Petroleum Reserve Release in History

Wednesday, March 11, 2026, Paris. Fatih Birol, Secretary General of the International Energy
Agency (IEA), stood in the emergency press conference room at the organization's headquarters.
The previous night, energy ministers from 32 member countries had gathered via video conference
and unanimously decided on a response. Birol made the following statement: "The challenge we face
in the oil market is unprecedented in scale. That is why IEA member states have undertaken an
emergency joint response on an unprecedented scale."

400 million barrels. This number appeared on the screen at the press conference.

This was the sixth emergency release in the IEA's 52-year history since its founding in 1974. Yet the
sum of all five previous releases did not match this single one. During the 1991 Gulf War, the United
States released 33.75 million barrels. When Hurricane Katrina struck in 2005, the actual amount
delivered was 11 million barrels. During Libya's civil war in 2011, the entire IEA released 60 million
barrels of strategic reserves. Following Russia's full-scale invasion of Ukraine in 2022, the IEA
released about 182.7 million barrels over two separate occasions, and the United States separately
poured an additional 180 million barrels into the market over 180 days. That was the largest scale in
IEA history.

The 400 million barrels released in March 2026 more than doubled that record.

The United States took on the largest share. Energy Secretary Chris Wright announced that the
United States would release 172 million barrels from its strategic reserves. That was 43 percent of the
total. French President Emmanuel Macron stated that G7 countries alone would cover 70 percent of
the total release, announcing that France's share was 14.5 million barrels. Japan, South Korea,
Germany, and the United Kingdom divided the remainder among themselves.

When the Wall Street Journal reported the news of this agreement a day early on Tuesday night,
Brent crude fell sharply to around $87 per barrel. The price, which had soared close to $120 shortly
after the war began, dropped more than $32 in a single night. However, when Birol finished his official
announcement on Wednesday, oil prices began to move again. Brent crude closed around $91, up 4
percent on the day of the announcement. By Friday of that week, it had broken through $100 again.
According to CNBC, oil prices rose more than 17 percent following the IEA's historic release
announcement.

The reason the market was unmoved by this massive number came down to arithmetic.
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Let us look at the figures the IEA itself disclosed. Based on 2025 data, crude oil and petroleum
products passing through the Strait of Hormuz averaged 20 million barrels per day. Since the war
began, export volumes through this strait fell to 10 percent or less of prewar levels. Birol himself
admitted at the press conference that "roughly 15 million barrels of crude oil and 5 million barrels of
petroleum products are cut off from global markets each day."

Dividing 400 million barrels by the daily loss of 20 million barrels gives us 20 days. CNN reported this
calculation and wrote that "all would be absorbed within 26 days." Francesco Pesole, a strategist at
Dutch bank ING, summed it up in one sentence: "The market sees this release not as a bazooka but
as a water pistol."

Angie Gildea, global lead for oil and gas at KPMG, reached the same conclusion in a statement to
NPR: "All the tools at our disposal, including strategic reserves, alternative export routes, and floating
inventory at sea, can offer only modest relief at the margins of the crisis; they cannot be a structural
solution. There is no way to replace the reopening of passage through the Strait of Hormuz."

Birol himself knew this fact. His closing remarks at the press conference made that clear: "Let there
be no misunderstanding. The passage through the Strait of Hormuz must be restored for a stable flow
of oil and gas to recover."

Maksim Sonin, an energy expert at Stanford University's Hydrogen Initiative, told PBS News: "This
release will provide short-term stabilization effects. But if the war continues and the Strait of Hormuz
remains effectively blocked, that effect will diminish." Pesole from ING added one more sentence:
"Without a meaningful shift in military operations, Iran's hold over the strait will only grow stronger.
Given its ability to lay mines, it will. That is why the oil market views the IEA's 400 million barrels as a
water pistol, not a bazooka."

The IEA also issued a warning about the gas market. Birol pointed out that Asia was bearing the most
severe impact, stating that "there are almost no alternatives to replace missing LNG cargoes from
Qatar and the Emirates." His assessment was that global energy supply had declined by roughly 20
percent. It was not just crude oil. Gulf oil-producing nations had been exporting 3.3 million barrels of
refined products and 1.5 million barrels of LPG daily in 2025. This flow had nearly entirely stopped.

The 400 million barrels was not a solution to the crisis. It was buying time for the world to endure until
a solution arrived. And that time window was between three and four weeks.

The problem was that even that time window would be shortened by the gap between numbers on
paper and the actual reality.

13.2 The Physical Constraints of U.S. Strategic Petroleum Reserves

Drive south from Freeport, Texas, and you will find 500 acres of flat land along the Gulf Coast. Bryan
Mound. The largest of the four U.S. Strategic Petroleum Reserve (SPR) storage facilities. Above
ground lie only rusted pipes, pump motors, and terminals corroded by salt-laden sea wind. The oil
itself is underground. Between 600 and 1,200 meters below the surface, it sits in vast caverns made
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of salt.

The reason the U.S. Department of Energy chose salt caverns was cost. Storing crude oil in
above-ground tanks costs $15 to $18 per barrel. Salt caverns cost $3.50 per barrel. A single cavern is
large enough to hold the entire Willis Tower of Chicago. 60 meters wide and 600 meters deep. Sixty
such caverns are scattered across four locations along the Texas and Louisiana Gulf Coast. Total
capacity is 713.5 million barrels.

When the president signs an order for emergency release, the Department of Energy must extract the
oil from these caverns. Here is how it works: water is injected from the top of the cavern. Since water
is heavier than crude oil in a salt cavern, it sinks to the bottom and pushes the oil upward. The oil that
rises moves through pipelines to surface terminals, and from there travels to refineries by tanker or
pipeline.

This process has physical limits. According to official U.S. Department of Energy data, the maximum
amount of crude oil that can be extracted from the SPR in a day is 4.4 million barrels. This rate can be
maintained for 90 days. After that, the release rate decreases as the caverns empty. The time
required from when the Energy Secretary announces the release, calls for bids, signs contracts, and
begins delivery is 13 days.

13 days. Let me explain what this number means. Even if the president signs on a Monday, the oil will
not actually arrive at refineries and begin to be refined into gasoline or diesel for two weeks. During
those two weeks, refineries in Asia and Europe must make do with existing commercial stocks. When
stocks run out, factories shut down, trucks stop, and lines form at gas stations. This is why, even as
news of strategic reserve releases appears on screens, lines at gas stations remain unchanged.

If the United States releases its promised 172 million barrels over 120 days, that averages 1.43
million barrels per day. The IEA's total 400 million barrels divided over the same period equals about
3.3 million barrels per day. That is attempting to fill a hole losing 20 million barrels daily with only 3.3
million barrels per day. Natasha Kaneva, head of commodity strategy at JPMorgan, was more
pessimistic. She analyzed that the actual release rate for the G7 might reach only 1.2 million barrels
at most per day. At this pace, it would take nearly a year to release all 400 million barrels to the
market.

It cannot be released quickly enough, and releasing it slowly has no meaning.

To make matters worse, the U.S. SPR magazine was already half empty. After the Biden
administration released its largest-ever volume in response to the Russia-Ukraine war in 2022, SPR
inventory fell to its lowest point in 40 years. After the Trump administration took office, Energy
Secretary Chris Wright requested a $20 billion budget for SPR replenishment, but war broke out
before that could happen. As of March 2025, U.S. SPR holdings were about 395.3 million barrels.
This was 55 percent of total capacity of 713.5 million barrels.

Secretary Wright revealed another fact at the congressional hearing: the rapid release in 2022 had
caused structural damage to the storage facilities themselves. If water is injected too quickly and in
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too large quantities into salt caverns, the cavern walls erode faster than expected. According to a
report from Sandia National Laboratories, of the 60 caverns, 20 had already exhausted one complete
release cycle, and one cavern had completely exhausted its available release cycles and could no
longer be used. Cavern storage space was declining by roughly 2.4 million barrels annually due to
natural geological pressure and pressure reduction for maintenance. The cost of repairs exceeded
$100 million.

The world's largest emergency oil storage facility faced an emergency while unprepared for one.

The United States consumes roughly 20 million barrels of oil per day. A reserve of 395 million barrels
amounts to only 20 days of consumption if used by the U.S. alone. Even calculated on an import
basis, it amounts to 47 days. Subtract the 172 million barrels being released, and what remains is 223
million barrels. If the Iran war drags on for six months or longer, the United States loses its
emergency reserves for future crises. Hurricane season begins in June.

13.3 Easing Sanctions on Russia and Venezuela

On the evening of Thursday, March 12, U.S. Treasury Secretary Scott Bessent issued a statement. It
announced a temporary easing of sanctions on Russian crude oil. The statement indicated that a
General License would be issued permitting the purchase and delivery of Russian crude oil already
loaded onto tankers as of March 12 for 30 days. The license would be valid through April 11.

Bessent called this measure a "narrowly tailored short-term measure." He explained it was designed
"to stabilize global energy markets and lower prices." He added: "This measure applies only to oil
already in transit, and will not provide Russia's government with meaningful financial benefit."

The market read it differently.

Data from the Centre for Research on Energy and Clean Air (CREA) shows why. From March 1 to 15,
Russia earned an average of $513 million per day (about 472 million euros) from fossil fuel exports.
The total for 15 days was $7.7 billion (about 7.1 billion euros). This represented a 14 percent increase
compared to the February average.

Two factors converged to cause this surge.

First was the rise in oil prices themselves. With Brent crude hovering around $100, the price of
Russian Urals crude also climbed. Luke Wickenden, a Europe-Russia energy analyst at CREA,
explained to CBS News: "Before the easing of sanctions, Russian crude was being traded at a
discount of 10 to 20 percent below international rates. Now that discount has completely
disappeared. It is selling at essentially the same price as Brent crude."

Second was a shift in demand. With the Strait of Hormuz blocked, India could no longer source
Middle Eastern crude and urgently pivoted to Russian oil. According to CREA, India's average daily
imports of Russian crude surged 82 percent in the first three weeks of March compared to February.
Since roughly one-third of China's maritime crude imports had been routed through the Strait of
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Hormuz, Beijing too had to increase its Russian crude purchases. New buyers like Thailand and
Vietnam were also beginning to appear.

Bloomberg's ship-tracking data shows this shift in numbers. East of the Suez Canal, 18 tankers
carrying Russian crude were listed for sale. Total of 13.5 million barrels. Two weeks earlier, there
were 25 ships and 19 million barrels. This means they were being sold.

Summed up in one sentence: the war the United States began to eliminate Iran's nuclear threat has
ended up causing the United States to release with its own hands the very Russian sanctions it had
spent years tightening.

The Washington Post captured this situation precisely in its March 12 headline. Reporting the
Treasury's easing of Russian sanctions, it framed it as "an attempt to address the economic fallout of
the Iran war." A situation where, in trying to manage the economic costs of a war begun to strike Iran,
the United States has opened Russia's breathing room. EuroMaidanPress was more direct in its
headline: "Russia did not fix its oil revenues. The U.S. Air Force did."

Western sanctions had reduced Russian fossil fuel revenues for eight consecutive months, bringing
daily average earnings down to $501 million in January 2026, the lowest point since the invasion of
Ukraine. Then on February 28, the United States bombed Iran, and within two weeks, Russia's daily
average revenues had jumped to $554 million. Eight months of progress had been reversed in two
weeks.

President Zelenskyy said in a CNN interview on March 15: "Lifting sanctions will only help Russia."
Citing analysis from Ukrainian intelligence, he stated: "As a result of US and EU sanctions and our
deep strikes on Russian energy infrastructure, Russia faced a deficit exceeding 100 billion dollars in
2026 alone."

More dramatic changes were underway on the Venezuela side. On March 18, the US Treasury
Department issued broad licenses to ease sanctions on PDVSA (Petróleos de Venezuela S.A.),
Venezuela's state-owned oil company. The measure allowed US companies to purchase crude oil
directly from PDVSA and trade it on the global market. Given that Washington had essentially frozen
transactions with the Venezuelan government and oil sector for years, this represented a complete
reversal of policy.

Some background is necessary. The Trump administration had deposed and arrested President
Nicolás Maduro through military operations in January 2026, then declared that the United States
would essentially "operate" Venezuela. Energy Secretary Chris Wright visited Caracas in
mid-February, and Interior Secretary Doug Burgum visited in early March. Venezuela's National
Assembly passed major reforms lowering oil-related taxation under US pressure, just before Shell
and Chevron were poised to sign large production contracts.

Yet despite all these moves, Venezuelan crude would not immediately flood the market. Geoff
Ramsey, a Latin America expert at the Atlantic Council, offered this assessment: "Dramatic changes
in Venezuela's production levels take 12 to 18 months to materialize." Venezuela's oil output had
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collapsed from 3.5 million barrels per day when Hugo Chávez took power in 1999 to less than
400,000 barrels per day by 2020. Experts estimated that reviving depleted oil fields with devastated
infrastructure would require over 100 billion dollars in investment and a decade of work.

White House Press Secretary Karoline Leavitt invoked a 60-day exemption to the Jones Act (the
1920s law requiring US-flagged vessels for cargo transport between American ports), explaining that
the measure would allow "essential resources such as oil, natural gas, fertilizer, and coal to flow
freely into US ports" during the Iran war.

The pattern was clear. In March alone, the United States had launched a war to strike Iran, relaxed
sanctions on Russia to contain the oil spike that war created, brought Venezuelan oil into the global
market, and temporarily suspended its own maritime protection law. It had sought to suppress Iran
while conceding every other front.

Resistance surfaced across the Atlantic. The Atlantic Council published commentary from Vilnius,
Lithuania: "Once the United States begins loosening constraints, some European countries will also
demand the same measures from Brussels. That pressure is already visible." Hungarian Prime
Minister Viktor Orbán publicly called on the EU to end sanctions on Russian energy. European
Commission President Ursula von der Leyen warned that returning to Russian energy would be a
"strategic mistake," but German gas stations were forced to introduce emergency rules limiting price
increases to once per day, and Austria capped them at three times per week.

The energy crisis was now testing the cohesion of alliances themselves.

One layer of irony ran deeper still. A significant portion of Russian crude released by the US
Treasury's easing of sanctions consisted of floating inventory. Tankers carrying crude oil that had
failed to find buyers. As of late February, this amounted to approximately 6.9 million tons, worth 2.3
billion euros (roughly 2.5 billion dollars). Once these tankers sold their cargo, empty vessels could
return to Russian ports to load fresh supplies. CREA made this observation: "Clearing stranded oil
frees up tanker capacity, removing the bottleneck that had constrained Russia's export ability."

The easing of sanctions was temporary, lasting 30 days. But the money flowing into Russia during
those 30 days would finance Russia's war in Ukraine. It translated into the cost of missiles and
drones. Euromaidan Press posed this question in an article dated March 25: "When the sanctions
reprieve expires in early April, Washington will be unable to avoid asking whose war it was funding."

13.4 The Vanishing of Breathing Room

In the final week of March, Marko Papic, chief geopolitical strategist at BCA Research, sent a note to
clients. It carried no headline, but its message condensed to a single sentence: mid-April is a cliff.

Papic's calculation proceeded as follows: The war had caused the world to lose 4.5 to 5 million
barrels per day of oil supply. This represented roughly 5 percent of global supply. The scale was
comparable to past crises: the 2011 Libyan civil war or the 2019 Saudi Aramco facility attack. It was
not a level the market could not absorb.
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The problem was that this figure was not stable.

Papic identified three temporary buffers: First, the IEA's release of 400 million barrels from strategic
reserves. Second, temporary sanctions waivers the United States had issued on Russian and Iranian
crude. Third, the psychological effect of President Trump's repeated suggestions that "the war will
end soon," preventing futures traders from pricing in worst-case outcomes. According to Papic's
analysis, these three factors had kept oil prices around 100 dollars per barrel rather than at 200.

All three had expiration dates.

The market absorption of 400 million barrels of strategic reserves requires approximately 3 to 4
weeks. The sanctions waiver on Russian crude expires April 11. Trump's ultimatum to Iran expires
April 6. Papic identified the convergence point of these three deadlines as around April 19.

"That figure doubles in mid-April. It becomes the largest crude oil supply loss in recorded history."

CNBC reported, citing Papic: "The world will face an oil cliff in mid-April. Strategic reserves, sanctions
exemption volumes, Russian and Iranian supplies will all be exhausted."

Papic was not alone in sounding this alarm. Daan Struyven, co-head of commodities research at
Goldman Sachs, called the Strait of Hormuz closure "the largest supply shock in Goldman Sachs'
modeling history" in a March 22 client note. Goldman Sachs built its base-case scenario around traffic
through the strait remaining at 5 percent of normal for six weeks, then gradually recovering over a
month. In this scenario, cumulative oil loss exceeds 800 million barrels.

Yet Goldman Sachs unveiled a darker scenario. If strait passage remained constrained throughout
March, oil prices could exceed the 2008 record of 147 dollars per barrel, it warned. By mid-March it
was calculating that "the physical impact of the Strait of Hormuz is 17 times larger than the maximum
production loss from the April 2022 Russia-Ukraine war."

Wood Mackenzie took the argument further: "200 dollars per barrel is not outside the range of
possibility in 2026."

The physical market was already outpacing the futures market. Dubai crude, reflecting actual delivery
prices in the Gulf, surged 76 percent since the war began, reaching roughly 126 dollars per barrel.
Brent futures rose 36 percent over the same period. The widening gap between paper prices and
physical prices signaled that crude oil actually reaching refineries and petrochemical plants was
running short.

The US Energy Information Administration projected in its March 10 short-term outlook that Brent
would stay above 95 dollars per barrel for the next two months. The Federal Reserve Bank of Dallas
released modeling showing that a one-quarter closure of the Strait of Hormuz would reduce global
GDP growth by 2.9 percentage points. Goldman Sachs raised the probability of US recession to 25
percent.
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Governments were already in motion. The Philippines declared a national energy emergency on
March 24 and cut government agencies to a four-day work week. Germany imposed emergency rules
limiting gas station price increases to once daily. Austria capped them at three times weekly. Austrian
Economy Minister Wolfgang Hattmannsdorfer stated: "In times of crisis, profiteers must not gain at
the expense of commuters and businesses." The US national average gasoline price reached 3.98
dollars per gallon, a dollar higher than a month before. California averaged 5.84 dollars, with some
stations exceeding 7 dollars.

Assembled, these numbers sketched the outline of the "cliff" Papic had described.

By the final week of March, the world economy occupied this position: Strategic reserves spray water
from a fire extinguisher, yet the fire burns larger. The emergency infusion of relaxed Russian
sanctions loses its needle on April 11. Trump's "it will end soon" repeats weekly, yet the Iranian
Revolutionary Guards declare: "Not a single liter of oil will pass through."

A senior White House official told reporters in a background briefing: "We see Russia moving to
increase exports and fill that gap, so some breathing room remains."

CNBC appended one sentence to that statement: "That breathing room is real, but it is shrinking."

What comes after breathing room vanishes, no one has experienced. The oil industry holds no
precedent for a 20-million-barrel-per-day supply loss lasting more than a month. The 1973 Arab oil
embargo was an export ban, not a physical blockade. During the 1980 Iran-Iraq War, the strait itself
was never fully closed. In March 2026, the world was entering territory it had never entered since
petroleum made civilizations move.

Papic identified one further danger: production halts themselves. A blocked Strait of Hormuz leaves
Gulf producers nowhere to ship what they extract. Storage tanks fill and stop accepting more. Wells
shut down. The IEA's March Oil Market Report documented that 3 million barrels of Middle Eastern
refining capacity had already idled. From strikes or severed export routes. By Papic's analysis,
restarting shuttered wells demands weeks or months. Should the strait reopen tomorrow, additional
time passes before oil flows at full speed. Chevron's CEO warned: "Even with the strait reopened,
moving the right crude to the right place takes weeks. Risk premium will fall gradually, not all at once."

400 million barrels were a temporary span that delayed the bridge's collapse by three weeks. If the
bridge sits unrepaired beyond that, the temporary span bears only so much weight. With each page
the April calendar turns, that limit approaches.
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Chapter 14: Pipelines Cannot Replace the Sea
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March 11, 2026, Yanbu Port, Saudi Arabia. Above the Red Sea horizon, the black hulls of Very Large
Crude Carriers (VLCCs) lined up in rows. Not just one or two. Satellite data from Vortexa, a shipping
analytics company, showed more than twenty VLCCs anchored near Yanbu. During 2025, an
average of 760,000 barrels of crude oil per day were loaded at Yanbu. In the third week of March,
that number exceeded 4.1 million barrels per day. More than five times the volume. This was what
was happening at this port located at the western tip of the Arabian Peninsula, where the global oil
market clung to survival after the blockade of the Strait of Hormuz.

When Hormuz closed, the world searched for Plan B. And all eyes turned to the steel pipelines
crossing the Middle Eastern desert. Saudi Arabia, the United Arab Emirates (UAE), Iraq. There was
an expectation circulating through Wall Street trading desks that the bypass pipelines these three
countries possessed could fill the void left by the sea. Pipeline nominal capacities were added up,
graphs were drawn, scenarios were created. But there was a deep chasm between arithmetic and
reality. Pipelines could serve as relief valves, but they could not replace the sea.

14.1 Saudi East-West Pipeline

In 1981, when the Iran-Iraq War was burning ships in the Persian Gulf, Saudi Arabia made a
decision. It would change its export structure, which was held hostage by the Strait of Hormuz. A
pipeline departing from the Abqaiq oil processing facility on the eastern coast, crossing 1,200
kilometers through the Arabian Peninsula, and reaching Yanbu port on the Red Sea coast. Its name
was the East-West Pipeline, with the nickname Petroline. Two steel conduits,one with a 56-inch
diameter main pipe and one with a 48-inch diameter auxiliary pipe,pierced beneath the desert.

The moment had finally arrived for Plan B, after 45 years of waiting, to work.

On March 10, 2026, Saudi Aramco's CEO Amin Nasser said on a fourth-quarter earnings conference
call: 'The full capacity operation of the East-West Pipeline will occur within days.' The next day, March
11, the 48-inch line that had been transporting natural gas liquids (NGL) was converted to crude oil
transportation. The entire pipeline reached a capacity of 7 million barrels per day. In normal times,
approximately 2 million barrels of crude oil per day flowed through this pipe. The output was more
than tripled.

CEO Nasser continued his explanation on the same call. Of the 7 million barrels, approximately 2
million barrels had to go to two refineries on Saudi's western coast. At Yanbu, SAMREF, a joint
refinery of Saudi Aramco and ExxonMobil, processes 400,000 barrels per day, and YASREF, a joint
refinery of Aramco and China's Sinopec, processes 430,000 barrels per day. Subtracting domestic
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refining volume, the amount available for export was approximately 5 million barrels per day.

But 5 million barrels arriving at the pipeline's end does not mean 5 million barrels going out to sea.
Here a second bottleneck appeared. It was the loading capacity of Yanbu port.

Yanbu Port is the largest port on the Red Sea, with 34 berths and 10 terminals. It has a nominal
capacity to handle 210 million tons of cargo annually. However, there were only two terminals
available for crude oil loading: Yanbu North and Yanbu South. The combined loading capacity of
these two terminals was approximately 4.5 million barrels per day. Energy consulting firm Vortexa
estimated the effective loading capacity in wartime conditions to be approximately 3 to 4 million
barrels per day. European Business Magazine summed up this gap like this: 'The pipeline can
deliver. The port cannot dispatch. The gap between them is not an engineering defect but the physics
of berths, storage tanks, and tanker schedules.'

The actual numbers proved this. In the third week of March, 4.1 million barrels of crude oil were
loaded at Yanbu per day. The following week it remained at similar levels. There were days when it
reached 4.6 million barrels, but that was a temporary peak. Even as the pipeline pushed 7 million
barrels, the actual amount passing through the port remained trapped between 4 and 4.6 million
barrels per day. There was a gap of more than 2 million barrels per day between the pipeline's
capacity and the port's processing capacity, and that gap could not be bridged by engineering.
Increasing berths takes years. The war had already begun.

And there was a third problem. Tankers loaded with oil at Yanbu had to pass through the Bab
el-Mandeb Strait at the southern end of the Red Sea to reach Asia. This strait, which means 'Gate of
Tears' in Arabic, is located between Yemen and the Horn of Africa. 26 kilometers wide. And the
Yemeni coast here was controlled by the Houthis, an armed group supported by Iran.

From late 2023 through early 2025, Houthi rebels attacked merchant vessels passing through the
Red Sea with anti-ship missiles and drones in protest of Israel's Gaza war. It was only a year ago that
approximately 90% of the world's container ships were diverting around the Red Sea to the Cape of
Good Hope. Now the Houthis were declaring solidarity with Iran and beginning to move again.

On March 27, Reuters reported statements from a senior Houthi leader: 'We are militarily fully
prepared for all options. When the appropriate time is will be decided by our leadership.' On the same
day, the UK Maritime Trade Operations Center (UKMTO) raised the threat level in the Red Sea and
Bab el-Mandeb region to 'substantial.'

Saudi Arabia avoided Hormuz's front door by diverting crude oil through pipelines. But waiting at the
pipeline's end was another strait, another threat. Having locked Iran's front door, Iran was standing
before the back door through its proxy.

Richard Bronze, co-founder of Energy Aspects, told CNN: 'If Houthis begin threatening vessels, the
voyage time to Asia alone will add several weeks at minimum. That will deepen the crude oil shortage
in Asia.'



129

On March 28, the last weekend of the month, Houthi rebels fired two ballistic missiles toward
southern Israel. It was the Houthis' first major attack since the Iran war began on February 28. The
day before, Mohammed Mansour, Deputy Information Minister of the Houthi government, told CNN:
'Closing the Bab el-Mandeb Strait is a feasible option, and the consequences will be borne by
American and Israeli invaders.'

Plan B, after 45 years of waiting, was working. The pipeline pushed 7 million barrels, and Yanbu port
recorded its highest loading volume on record. But that success was incomplete. The physical
bottleneck at the port consumed the pipeline's capacity, and the military threat at the southern end of
the Red Sea undermined the safety of the bypass route. Saudi Arabia had not removed the danger
from Hormuz; it had merely changed the address of that danger.

14.2 UAE Abu Dhabi Pipeline

The United Arab Emirates moved 30 years later than Saudi Arabia, but with the same calculation. If
the Strait of Hormuz is blocked, exports cease entirely. An alternative is needed.

Design began in 2006, and construction started in 2008. Construction was undertaken by China
Petroleum Engineering Construction Corporation (CPECC). The cost ballooned from the initial
estimate of 3.3 billion dollars to 4.2 billion dollars (approximately 5.7 trillion won), an overrun of more
than 1 billion dollars. In June 2012, a 48-inch pipeline connecting the Habshan oil field in the interior
of Abu Dhabi to Fujairah port on the Gulf of Oman coast across 380 kilometers began operations. Its
name was the Abu Dhabi Crude Oil Pipeline (ADCOP). It was a route that completely bypassed the
Strait of Hormuz.

The nominal capacity was 1.5 million barrels per day. Under optimal conditions, it could reach a
maximum of 1.8 million barrels per day. In normal times, approximately 1.1 million barrels per day of
Abu Dhabi crude oil flowed through this pipe to Fujairah. It represented about 60% of UAE's crude oil
exports. The remaining 40% still went through Hormuz. From the beginning, this pipeline was
designed as a partial bypass for times of crisis, not as a complete replacement for the strait.

When the crisis hit, the Abu Dhabi National Oil Company (ADNOC) increased its operating rate.
Naveen Das, senior oil analyst at trade information firm Kpler, told CNBC: 'The ADCOP pipeline is
currently operating at a 71% utilization rate, with approximately 440,000 barrels of spare capacity
remaining per day. ADNOC can temporarily raise it to 1.8 million barrels per day if necessary.' Crude
oil exports through Fujairah averaged 1.62 million barrels per day for the month of March. This was a
38% increase from 1.17 million barrels in February.

But what was waiting at the end of the pipeline was once again a threat. Unlike Saudi's case, it was
not a threat at sea, but a threat falling from the sky.

On March 3, a fire broke out at the Fujairah Oil Industry Zone. It was debris from a drone intercepted
by the UAE air defense system falling onto a storage tank. A storage tank with a capacity of
approximately 3 million barrels operated by JSW Infrastructure was damaged. Major storage facility
operators including Vopak, VTTI, MENA, and GPS suspended operations citing safety. Bunkering
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operations continued only with remaining inventory on barges.

On March 6, Maersk, the world's largest shipping company, announced it was suspending all
operations at Fujairah port until further notice.

And on March 14, Saturday. A drone came again. This time it struck the Fujairah Oil Industry Zone
directly. In a photograph taken by an AFP journalist, black smoke billowed clearly from the facility.
The Fujairah Media Office announced: 'Civil defense teams immediately responded to carry out
firefighting.' Crude oil and fuel loading operations were suspended entirely. Bloomberg reported in the
evening that, like Yanbu, there was not a single tanker at Fujairah's crude loading point according to
tracking data.

On Monday, March 16, a third drone strike was reported. This time it was near a petrochemical
facility. On the same day, a projectile also struck a tanker anchored 23 nautical miles (approximately
43 kilometers) southeast of Fujairah. The vessel sustained minor structural damage.

Why did Iran strike Fujairah, which is outside Hormuz? The reason was clear. A clue comes from
what Iran's Foreign Minister Abbas Araghchi revealed to the state IRNA news agency on March 15:
'The weapons the United States used to attack Kharg Island were launched from the UAE. From a
place very close to Dubai.' On March 13, the U.S. struck over 90 military facilities at Kharg Island,
Iran's largest crude oil export terminal. Iran's claim was that the staging base for that attack was the
UAE.

The Islamic Revolutionary Guard Corps (IRGC) went a step further. Through Iranian state media,
they issued a warning: 'U.S. forces are stationed at UAE's Fujairah, Jebel Ali, and Khalifa ports, and
the surrounding residents and workers at these facilities must evacuate immediately.' It was a
declaration that the ports were legitimate military targets.

Pipelines can bypass maritime bottlenecks. But they cannot bypass the range of missiles and drones.
Fujairah was only 250 kilometers from the Iranian mainland. Iran's long-range kamikaze drones and
ballistic missiles easily reach that distance. A sentence compiled by Engineering News-Record
captures the situation: 'Bypass infrastructure was designed for brief disruptions. This is not that kind
of situation now.'

ADNOC's Ruwais refinery also suffered a strike. On March 10, this facility, one of the world's largest
refineries, shut down operations due to a fire caused by drone impact. While Ruwais is located on the
Persian Gulf coast and is separate from the bypass route of the ADCOP pipeline, a reduction in the
UAE's overall refining capacity meant that even if crude oil could be exported, refined products could
not be produced.

Arne Lohmann Rasmussen, senior analyst at Global Risk Management, an energy consulting firm,
told Middle East Eye: 'This is not a crude oil crisis. It is a diesel and jet fuel crisis. It is a refined
product crisis.'
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The ADCOP pipeline operated faithfully to its design purpose. It succeeded in sending crude oil
outside Hormuz. But the war destroyed the design assumptions of the pipeline. In 2008, when this
pipeline was being constructed, Iran's drone technology was at a rudimentary level. Iran in 2026 was
a nation with vast quantities of kamikaze drones capable of flying thousands of kilometers and
striking targets, and precision ballistic missiles. Infrastructure built on risk assessments from 40 years
ago was standing before the war technology of 40 years later.

14.3 Iraq-Turkey Pipeline

Iraq's situation was fundamentally different from Saudi Arabia and the UAE. For Saudi and UAE,
pipelines were alternative routes. It meant diverting a portion of existing exports to a different path.
For Iraq, the pipeline was the only escape route.

Before the war, Iraq produced approximately 4.2 to 4.5 million barrels of crude oil per day. More than
3.3 million barrels of this exited the Persian Gulf through ports in the southern Basra region. When
the Strait of Hormuz was blockaded, this route was completely cut off. In early March, Iranian drones
and missiles struck tankers and port facilities in southern Iraq, bringing operations at Basra terminals
to a complete halt.

When exports stop, production must also stop. This is because storage tanks have limits. If crude oil
is pumped but has nowhere to be sent, once the tank fills up, the valve of the oil well must be shut off.
Oil Minister Hayan Abdul Ghani announced that Iraq's crude oil production had dropped to 1.4 to 1.5
million barrels per day. This was about one-third of pre-war production levels. Exports were virtually
zero.

Approximately 90% of the Iraqi government's budget depends on oil export revenue. Zero exports
meant the state's finances approached zero.

In this situation, the world's attention focused on the Iraq-Turkey Pipeline (ITP). Starting from the
Kirkuk oil field in northern Iraq and running 970 kilometers to reach Ceyhan port on Turkey's
Mediterranean coast, this pipeline was Iraq's only overland route for exporting crude oil without going
through Hormuz.

The pipeline consisted of two pipes, 46 inches and 40 inches, with a combined design capacity of 1.6
million barrels per day. If this pipeline had operated normally, it could have diverted nearly half of
Iraq's southern exports to the Mediterranean. It was a scale that could have provided crucial relief to
the European market.

But this pipeline was empty.

To understand why, we must return to March 2023. The International Court of Arbitration had issued
a ruling holding the Turkish government liable for approximately 1.5 billion dollars in damages. The
court held Turkey accountable for allowing the Kurdistan Regional Government (KRG) to
independently export crude oil without approval from the Baghdad central government. Turkey
resisted the ruling and closed the pipeline's valve. Crude production in the Kurdish region fell roughly
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72 percent.

For the next two and a half years, Baghdad and Erbil (the KRG capital) engaged in a tug of war over
resuming exports. In September 2025, with American mediation, a temporary agreement was
reached, and exports resumed at a rate of 180,000 to 190,000 barrels per day. This represented only
12 percent of the pipeline's original capacity.

And then war came.

Baghdad made a request of Erbil. Send crude oil produced from the Kirkuk oil field through the
pipeline in the Kurdish region to Jihan. At minimum, 100,000 barrels per day, preferably 250,000
barrels. Combining this with production from oil fields in the KRG region, 450,000 barrels per day was
possible. In a world economy hungry for crude oil, the proposal seemed reasonable.

Erbil refused.

There were conditions. Baghdad would have to lift the restrictions on dollar transactions that it had
imposed on the Kurdish region beginning in January 2026. Under these measures, Kurdish
merchants had been unable to secure the foreign exchange needed to pay for imports. Erbil called
this "economic strangulation." The list of demands also included restructuring the tariff system,
guaranteeing the Kurdish banks access to the official exchange rate, and ending attacks by Shia
militias on Kurdish oil facilities.

Baghdad refused to link the two issues. Baghdad's position was that crude oil exports and tariff
matters were separate concerns. In an official statement, the Ministry of Oil characterized the KRG's
stance as "irresponsible behavior seeking to exploit Iraq's critical situation." It cited Articles 110, 111,
and 112 of the Constitution, reminding everyone that oil and gas were the common assets of all
Iraqis.

Masoud Barzani, the Kurdish leader in Erbil, urged both sides to meet. "We must stop opportunists
who want to deepen this division."

On March 16, Oil Minister Abdul Ghani unveiled an alternative. Baghdad would restore an old
pipeline segment bypassing the KRG region, routing through Mosul. "Only about 100 kilometers of
hydrostatic testing remain, and it can be completed in a week." Once this section became
operational, Baghdad could independently send 200,000 to 250,000 barrels per day of Kirkuk crude
to Jihan.

However, this section had been severely damaged by repeated bombings by armed groups, including
ISIS and the Kurdistan Workers' Party (PKK), since 2014. Repairs could take months, or possibly
years. Yerevan Saeed, a researcher at the Middle East Institute, assessed it this way: "Even if
Baghdad began repairs tomorrow, the timeline alone would be unrealistic in the midst of a national
emergency."
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There was another problem. The pipeline agreement with Turkey itself was set to expire on July 27,
2026. Turkey's Energy Minister Alparslan Bayraktar told Anadolu Agency: "A new energy architecture
will emerge after the crisis, and we are thinking about what opportunities that might present for us."
Ankara's calculation to turn the crisis into an opportunity to secure a new agreement on more
favorable terms was becoming apparent.

On March 18, a breakthrough finally came. Masrour Barzani, Prime Minister of the KRG, issued a
statement: "Considering the emergency situation facing our country and the responsibility we all
share, we have decided to permit the flow of crude oil through the Kurdish region pipeline as quickly
as possible." Iraq's state-owned North Oil Company announced that 250,000 barrels per day of
Kirkuk crude had begun flowing toward Jihan. Brent crude fell 1.38 percent to $101.99 per barrel, and
West Texas Intermediate (WTI) dropped 1.89 percent to $94.39. The market heaved a sigh of relief.

But that relief was short-lived. Two hundred fifty thousand barrels. This represented only 7.6 percent
of the 3.3 million barrels per day that had left Basra before the war. Yesar Al Maleki, a Gulf region
analyst at Middle East Economic Survey (MEES), told The National: "While these measures could
restore limited export capacity, they cannot compensate for the loss of Basra's exports. The
necessary infrastructure to divert large quantities of crude oil from the south through alternate routes
does not currently exist."

Iraq's pipeline story concealed a tragic structure. It was not that there were no pipes to send the oil.
The pipes existed. A pipeline with capacity for 1.6 million barrels per day stretched from Kirkuk to
Jihan. What blocked that pipeline was not only physical damage. It was the decades-old dispute
between Baghdad and Erbil, residual resentment over revenue distribution, dollar transaction
restrictions, clashes over constitutional interpretation, the fallout from international arbitration rulings,
and Turkey's strategic calculations. All of this had created an invisible valve inside the pipeline.

An oil state unable to move its oil. Yerevan Saeed of the Middle East Institute summarized the
situation in one sentence: "This is not sovereignty. This is paralysis. And that paralysis is a gift only
Iraq's competitors can afford to receive."

14.4 Combined 9 Million versus 20 Million

Let us gather the numbers.

Saudi Arabia's east-west pipeline. Designed capacity of 7 million barrels per day. After subtracting 2
million barrels for domestic refinery supply, export capacity is 5 million barrels. Yet the effective
loading capacity of the Yanbu port ranges between 4 million and 4.6 million barrels. There is a gap
between what the pipeline pushes out and what goes to sea.

The UAE's ADCOP pipeline. Nominal capacity of 1.5 million barrels per day, with a maximum of 1.8
million. Average actual export volume for the month of March was 1.62 million barrels. However,
Fujairah port had to intermittently halt operations due to repeated drone strikes.
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The Iraq-Turkey pipeline. Designed capacity of 1.6 million barrels per day. Actual flow rate after
resumption on March 18 was 250,000 barrels.

The International Energy Agency (IEA) summarized the reality of these pipelines in a Hormuz Strait
factsheet released in February: "Only Saudi Arabia and the UAE possess operational pipelines
capable of exporting crude oil while bypassing the Strait of Hormuz, with an estimated additional
available capacity of 3.5 to 5.5 million barrels per day (b/d)."

In peacetime, approximately 20 million barrels per day pass through the Strait of Hormuz. According
to UN data, in 2024, crude oil and condensate passing through the strait amounted to 14 million
barrels per day, while refined petroleum products totaled 6 million barrels per day.

If the IEA's estimate of effective bypass capacity is correct at 3.5 to 5.5 million barrels per day, the
supply shortfall remaining in the market is 14.5 to 16.5 million barrels per day. This exceeds Saudi
Arabia's total daily production (approximately 10 to 12 million barrels). No oil-producing nation in the
world can fill this gap.

But this arithmetic concealed one additional dimension.

What can be sent through a pipeline is crude oil. Thick, dark oil. It becomes diesel, jet fuel, naphtha,
and liquefied petroleum gas only after processing in a refinery. Of the 20 million barrels per day
passing through Hormuz, approximately 6 million barrels were already-refined petroleum products.
About 30 percent of the diesel that Europe imports and roughly half of its jet fuel came from the
Middle East. A pipeline cannot move these refined products in large quantities. A crude oil pipeline
carries only crude oil.

Even more fatal was liquefied natural gas (LNG). Qatar is one of the world's largest LNG exporters.
Approximately one-quarter of global LNG trade passes through Hormuz. LNG is a substance that
must be cooled to minus 162 degrees Celsius to remain in liquid form. It cannot be put into a pipeline.
It can be transported only aboard special carriers called Q-Max vessels. Those ships could depart
only through the waters of the Persian Gulf. Qatar has no bypass pipeline. The same is true for
Kuwait. When Hormuz closes, both countries face a complete halt to their exports. Goldman Sachs
forecast that Qatar and Kuwait's oil production could decline by 25 percent or more.

Ellen Wald, founder of Transversal Consulting and author of Saudi Inc., pointed out this structural
dilemma to Middle East Eye: "To maximize Saudi crude oil exports through the east-west pipeline,
that pipeline would have to abandon its function of transporting natural gas liquids and petroleum
products." Save the crude and the gas dies. Save the gas and the crude declines. A single pipeline
cannot perform both roles simultaneously.

Engineering News-Record diagnosed the essence of this situation as follows: "The pipeline system
was designed around crude oil, not for the complete spectrum of hydrocarbons passing through
Hormuz. Refined products,diesel, jet fuel, naphtha, and liquefied petroleum gas (LPG),require
separate infrastructure or maritime transport, which bypass pipelines cannot provide."
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In the end, this was a problem of arithmetic. And arithmetic was cruel.

Volume passing through Hormuz: 20 million barrels per day. Effective supply capacity via pipeline
bypass: 3.5 to 5.5 million barrels per day. Absolute supply shortfall remaining in the market: at
minimum, 14.5 million barrels per day.

When we convert these numbers to dollars, their weight becomes tangible. At one hundred dollars
per barrel, a daily supply shortfall of 14.5 million barrels means energy worth 1.45 billion dollars per
day (roughly two trillion won) vanishes from the world market. Over a month, that is 43.5 billion dollars
(roughly fifty-nine trillion won).

Saudi Arabia and the UAE's pipelines were a magnificent engineering achievement. The fact that
insurance taken out forty years earlier would activate forty years later was itself remarkable. As
Aramco CEO Nasser put it, Saudi Arabia had said it was "meeting most of its customers'
requirements by using storage facilities in Asia, the Mediterranean, and northwestern Europe." But in
the same conversation, he added one caveat: "provided this does not persist in the long term."

That conditional sentence said everything. The pipeline was a device for buying time, not for
replacing the sea. It was a short-term lifeline, not a long-term solution.

Steel pipe can pierce a desert. It can tunnel through mountains. But it cannot replace the sea's
capacity to carry, simultaneously, 20 million barrels of crude oil, 6 million barrels of refined products,
and one-quarter of the world's LNG trade. When a waterway twenty-one miles wide closes, 1,200
kilometers of pipeline cannot fill that void. This was the arithmetic the world learned in March 2026.
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2026 U.S.-Iran War and the Global Energy Crisis

15.1 The Fertilizer Crisis

March 5, 2026, in the office of a fertilizer wholesaler in Decatur, Illinois. An employee checked the
urea price from the Port of New Orleans and rose from his chair. The urea that had been $516 per
metric ton on Friday, February 27, had jumped to $683 in a week. A 32% increase. By March 9, the
cumulative increase had reached 77%. An analyst at CSIS (Center for Strategic and International
Studies) calculated that in December, one ton of urea cost 75 bushels of corn, but in the first week of
March, 126 bushels were needed. In the language of farmers, it meant they had to sell 68% more
grain to buy fertilizer.

While gasoline prices occupied news headlines, the fertilizer market was reacting faster and more
violently than oil.

The reason lies in scale. The Strait of Hormuz is not just an artery for oil. According to the United
Nations, one-third of global maritime fertilizer trade passes through this strait. The 2025 trade map
from Rystad Energy reveals its reality. As of 2025, global urea trade volume stands at approximately
50.8 million tons annually. Of this, 10.6 million tons come from countries within the strait, including
Saudi Arabia, Qatar, UAE, Iran, and Bahrain. Thirty-five percent of global urea exports and
approximately 30% of ammonia exports were tied to this narrow waterway.

The process of making urea cannot begin without natural gas. In the process called the Haber-Bosch
process, nitrogen from the air and hydrogen extracted from natural gas are combined at high
temperature and pressure to synthesize ammonia. Processing ammonia once more produces urea.
The Gulf states became fertilizer powerhouses not because of superior agricultural technology. It is
because natural gas is cheap and abundant. They essentially built fertilizer factories on top of gas
fields. So when gas production stops, fertilizer production stops with it.

On March 2, after an Iranian drone struck Qatar's Ras Laffan LNG facility, QatarEnergy announced a
halt to LNG production. When LNG stopped, the downstream production line that made urea in the
same facility also shut down. Hundreds of thousands of tons of fertilizer evaporated from the market.
This was compounded by a Reuters report that China had invoked restrictions on fertilizer exports to
protect its domestic market. The wall of supply rose simultaneously from two directions.

The blockade extends beyond fear into agricultural timelines. Spring planting in the Northern
Hemisphere concentrates between March and May. For corn, if nitrogen is not applied to the soil
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during the period when the stem forms just after sprouting, the cell structure fails to develop properly.
The loss in harvest is permanent. Typically, it takes 30 days for a ship carrying urea to travel from the
Persian Gulf to the U.S. Gulf at New Orleans. Counting backward from when the strait closed on
February 28, the volume that should have arrived during the critical spring fertilization period in late
March and April remained stranded at sea.

The letter sent to the White House by Zippy Duvall, President of the American Farm Bureau
Federation, conveyed urgency. He requested assurance of safe passage for fertilizer transport ships
through the Strait of Hormuz, and urged the temporary waiver of countervailing duties imposed on
imported fertilizers, as well as emergency securing of port and rail capacity. He warned that unless
the strategic supply of urea, ammonia, nitrogen, and phosphate fertilizers is guaranteed, U.S. crop
production will face disruptions, which directly threatens food security and national security.

The United States has domestic ammonia production capacity and is not facing a complete gap.
However, it had been relying on imports for substantial portions of urea and phosphate fertilizers.
According to an analysis by North Dakota State University (NDSU), the United States imported 2
million tons of fertilizers directly from the Gulf region in 2024. Moroccan phosphate fertilizers had
effective countervailing duties of up to 47% imposed since 2021 and were essentially blocked, and
China had halted phosphate fertilizer exports until August 2026. In a structure concentrated on Saudi
Arabian DAP (diammonium phosphate), if Hormuz closes, the U.S. phosphate fertilizer market faces
difficulty finding alternatives.

Countries in worse situations lined up. Based on 2024 figures, India imported 9.8 million tons of
fertilizers from the Gulf region. This represents approximately 54% of total fertilizer imports. IFFCO
(Indian Farmers Fertiliser Cooperative), India's fertilizer manufacturer, was already reducing urea
production due to skyrocketing LNG prices. India's monsoon season begins in June, and fertilizer
demand peaks in the months just before it. If the Hormuz blockade is not lifted before monsoon,
Indian rice and wheat harvests will take a direct hit.

Brazil imported 49.11 million tons of fertilizers in 2025. It is the world's largest fertilizer importing
nation. Approximately 45% of urea imports were sourced from the Gulf region. Australia reached 72%
of that ratio. Ethiopia was dependent on nearly all nitrogen fertilizers through supply lines via the Gulf,
and this shortage coinciding with Ethiopia's planting period meant an immediate food crisis.

NDSU's comparative analysis places two crises side by side. Shortly after Russia's invasion of
Ukraine in 2022, urea prices rose more than 40% and DAP increased more than 30%. However, at
that time, Russian fertilizers found workarounds. Sanctions changed the direction of trade flows, but
the goods themselves did not disappear from the market. 2026 is different. Gulf fertilizers are
physically trapped behind the strait. There is no exit. The mechanism is fundamentally different.

The fertilizer crisis reaches the dinner table with a time lag. When fertilizer prices rise, farmers reduce
usage or switch crops to soybeans that consume less nitrogen. Either way, corn harvests decline.
Because corn is the basic ingredient in livestock feed, rising corn prices bring up meat and dairy
prices. Corn is also the raw material for bioethanol and is used broadly in processed foods in the form
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of high-fructose corn syrup.

The analysis by IFPRI (International Food Policy Research Institute) frames it this way. The
immediate food security impact of the Hormuz blockade is regional. This is because the Gulf
countries themselves import most of their grains and oilseeds through the strait. However, if the
blockade is prolonged, a combination of reduced harvests due to fertilizer shortages and rising
energy costs could reignite global food inflation. Energy costs constitute a significant share of the
production costs for crops and livestock, and are directly reflected in post-harvest processing,
transportation, refrigeration, and packaging expenses.

An analyst named Heyl from Ninety One asset management explained in a CNBC interview that in
early 2026, the market has relatively high baseline food inventories that can provide some buffering,
but if agricultural harvests hypothetically decline by just 5% this year, food inflation will certainly occur
even if not to the point of famine, and emerging nations will absorb the shock first.

Chris Rollinson, Vice President of CRU, was more direct. Thirty percent of global urea trade comes
from Iran and countries within Hormuz's sphere of influence, and that volume is currently unable to
move in the market. Because fertilizer goes through long supply chains, if farmers fail to secure
necessary urea in time, crop harvests will inevitably decline, he added.

When a 21-mile waterway closes, cornfields on the opposite side of the globe wither. This is the
reality of the fertilizer crisis in March 2026.

15.2 Naphtha Shortage

The day naphtha spot prices in the Singapore petrochemical market broke through $1,000 per ton
was March 25. Sixty percent above prices one month earlier. In Northeast Asia (C&F Japan basis),
trading occurred between $1,010 and $1,050. According to a Seoul Economic report in Korea, a
Yeocheon NCC official stated that naphtha prices, which had been around $600 per ton before the
conflict, had roughly doubled to over $1,100.

Naphtha is one of several components that emerge when crude oil is distilled in a refining tower. A
light petroleum fraction with a lower boiling point than gasoline. Most people have never heard of this
name. However, when naphtha undergoes thermal cracking, ethylene and propylene are produced,
and these two substances become the starting point for all plastics, synthetic fibers, and synthetic
rubber on Earth. This is why the industry calls naphtha the 'Mother of all feedstocks.'

The Middle East accounts for approximately 22% of global petrochemical production capacity. One
hundred and ninety-three petrochemical complexes are in operation, and all products manufactured
in these plants exit to the outside world through the Strait of Hormuz. Eighty-four percent of Middle
East polyethylene exports pass through this strait. According to Drewry's analysis, if the blockade is
prolonged, 24% of global maritime naphtha volume disappears.

As Saudi Arabia's Ras Tanura refinery, UAE's Ruwais complex in Abu Dhabi, and Qatar's Pearl GTL
plant came under the range of drones and missiles or were directly struck, millions of barrels of
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refining production halted. Asia's naphtha cracking centers (NCCs), facilities that thermally crack
naphtha to extract ethylene and other products, floundered without raw materials.

The reactions came in sequence. On March 5, the ethylene cracker in Huizhou, China, a joint venture
between Shell and CNOOC (China National Offshore Oil Corporation), stopped operations and
notified customers of indefinite suspension of polyethylene shipments. On March 6, China's Wanhua
Chemical declared force majeure on TDI and MDI, core intermediaries for polyurethane. On the same
day, Japan's Mitsubishi Chemical Group began reducing production at its Kashima and Mizushima
ethylene crackers. Japan depends on imports for more than 60% of its naphtha, and 70% of that
comes from the Middle East. On March 10, Taiwan's Formosa Petrochemical declared force majeure.
In Korea, Yeocheon NCC declared force majeure, and Lotte Chemical and LG Chem also warned
customers they might follow the same measure. According to Korea International Trade Association
statistics, more than 50% of Korea's naphtha supply came from the Middle East. A Yeocheon NCC
official stated that approximately 70% of the supply volume passes through Hormuz, making
procurement difficult due to the blockade, which caused operating rates to drop to the lowest level.

Jim Fitterling, Chairman and CEO of Dow, spoke at the CERAWeek conference held in Houston. The
effective closure of the Strait of Hormuz has blocked nearly 20% of global petrochemical production
capacity. The die has already been cast for what will happen to the market for the rest of this year. A
supply chain collapse similar to what we saw during Corona is occurring, and it could take 250 to 275
days for normalization. Things will not reverse in an instant.

Fitterling also predicted the order when the strait eventually opens. Because more than 300 of the
approximately 430 detained vessels are tankers, oil and gas will exit first. Next comes fertilizers for
agriculture and food supply. Petrochemical raw materials will be placed somewhere down on that list,
he said. Because petrochemical cargo ships take 4 weeks to reach Asia, even after the strait opens, it
will take considerable time to clear logistics from the Arabian Gulf.

In an interview with Fortune, Kurt Barrow, Vice President of S&P Global, said: Asian plants' force
majeure declarations are beginning to show, but shortages are not yet visible in Home Depot stores.
However, that possibility exists. Chemicals go into everything.

The statement 'everything' is not hyperbole when you list the reasons. Polyethylene derived from
ethylene becomes food packaging film, milk carton coating, and garbage bags. Polypropylene
derived from propylene becomes automobile bumpers, washing machine interiors, and filter layers in
masks. Styrene becomes disposable cups and building insulation. PVC (polyvinyl chloride) becomes
water pipes, window frames, and electrical wire coverings. A report from India stated that PVC prices
rose 78% over the month of March, and Formosa Plastics declared force majeure on multiple
ethylene downstream products as of April 1.

Consider hospitals. IV bags, syringes, blood collection tubes, catheters, surgical gloves, sterile
packaging materials. All plastic. Modern medical systems cannot control infections or perform surgery
without sterile, disposable plastic instruments. When naphtha is cut off, the raw materials for these
items dry up.
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The asymmetry of the crisis becomes prominent. American petrochemical plants use ethane derived
from shale gas rather than naphtha as raw material. Ethane crackers are not directly affected by the
Middle East situation. U.S. plants were returning to full operation, and margins were rapidly
expanding. The cost gap between U.S. ethane-based polymer production and Asian naphtha-based
production widened to more than $1,200 per ton. The Western Hemisphere was reaping a windfall
while the Eastern Hemisphere faced existential threats. A 'two-speed economy' was born.

An LG Chemical official said in an emergency briefing held in the National Assembly: It would have
been good if the government had established a stockpiling system for naphtha as it did for crude oil
and LNG. Ethylene is called the 'rice of industry,' a core raw material, but there is no stockpiling
system.

When the rice of industry runs dry, factories stop, packaging materials disappear, and hospitals face
shortages of medical devices. The statement that there is almost nothing without plastic is not an
exaggeration. It is simply the compression into one sentence of the connection structure of modern
manufacturing.

15.3 Helium and Aluminum

Gas that makes balloons float. That is all most people know about helium. In March 2026, when an
Iranian missile struck Qatar's Ras Laffan industrial complex's LNG facility, the world was shocked to
learn that approximately 20% of global LNG supply had evaporated. In the shadow of that shock, the
semiconductor industry and hospitals were screaming. The cause was helium.

Qatar produced approximately 63 million cubic meters of helium in 2025. This is one-third of global
production of approximately 190 million cubic meters. The United States is number one globally with
81 million cubic meters, and Qatar is number two. After that come Algeria and Russia, but Russian
helium is effectively blocked from Western markets due to U.S. and EU sanctions.

Helium is a byproduct that emerges when natural gas is mined. It is naturally separated during the
ultra-low-temperature separation process that creates LNG. There is no plant that produces helium
alone. When LNG production stops, helium production automatically stops with it. Saad Al-Kaabi,
CEO of QatarEnergy, said: To resume production, hostile activities must first cease.

The task helium performs in semiconductor manufacturing is precise. When etching circuit patterns
onto a silicon wafer (the substrate of semiconductor chips), the temperature of the wafer surface must
be maintained at an extremely constant level. Helium is a gas that transfers heat rapidly, so by
blowing helium onto the back of the wafer, heat is removed and temperature is evened out. Jacob
Feldgoize, an analyst at Georgetown University's Center for Security and New Technology, says
there is no substitute for helium in this process. Helium is also used in the purge process, which
removes toxic residues left after cleaning.

South Korea's exposure is highest. According to the Korea Trade Association, Korea sourced 64.7%
of its entire helium imports from Qatar in 2025. Korea is the country where Samsung Electronics and
SK Hynix produce approximately two-thirds of the world's memory semiconductors. Taiwan's
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dependence on helium from Gulf Cooperation Council (GCC) countries reaches 69%. TSMC,
Samsung, SK Hynix. If helium does not flow into the production lines of these three companies,
neither iPhone chips nor NVIDIA's AI server chips can be manufactured.

Helium consultant Phil Kornbluth explained the physical constraints of this crisis at a March 4
Gasworld webinar. Approximately 2,000 specialized helium transport containers are in circulation
worldwide. A considerable number of these containers are stranded in Qatar or stuck on cargo ships.
Containers can hold liquid helium for 35 to 48 days. After that period, helium evaporates. Even if the
strait opened tomorrow, supply normalization would take at least another two months, Kornbluth
predicted. It is because the process of repositioning containers and reverifying supply relationships
would take several months.

According to a Scientific American report, at the time this crisis arrived, the helium market was
actually in a surplus state. Having weathered four previous shortage incidents, semiconductor
companies had expanded inventories and improved recycling systems. SK Hynix stated it had
diversified supply and secured sufficient inventory, and TSMC said it does not anticipate meaningful
impact at the present time.

However, the issue is duration. If it ends quickly, the market will weather it with inventory. If it drags
on, the story changes. According to Kornbluth, if it lasts more than two weeks, industrial gas
distributors must relocate ultra-low-temperature equipment and newly verify supply relationships, a
process that takes several months even after Qatar production resumes. The amount of helium
consumed each week by fabrication plants in Korea and Taiwan becomes irrevocably reduced, and
wafer yield drops accordingly.

Hospitals face the same crisis. The superconducting magnets inside MRI machines operate at 269
degrees below zero, just above absolute zero. Maintaining this temperature requires thousands of
liters of liquid helium. MRI safety consultant Tobias Gilke said that without sufficient helium, the
scanner cannot function and becomes merely an expensive paperweight. About 40,000 to 50,000
MRI machines operate worldwide. When one stops, 20 to 30 scans disappear in a single day.

Priorities function. When there is a shortage, suppliers distribute to the most important places first.
MRI is medical use, so it receives high priority in distribution, and semiconductors rank high as well.
In Conblues' words, party balloons might get nothing.

Next to helium is aluminum. Aluminum is obtained by extracting alumina from bauxite ore, then
melting it through electrolysis. The amount of electricity used in this process is enormous, which is
why aluminum is called 'solidified electricity.' Middle Eastern Gulf countries produce aluminum by
making electricity from cheap natural gas. In 2024, aluminum production in the Gulf region was about
6.3 million tons,8 to 9 percent of global production.

War struck this structure. Bahrain's Alba, one of the world's largest aluminum smelters, halted
shipments to some customers due to disrupted transit through the Strait of Hormuz. Norsk Hydro
declared force majeure on Qatar's Qatalum smelter and entered a controlled shutdown due to a halt
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in natural gas supply. Full restart could take six months to a year.

Smelters outside the Middle East also suffer. When LNG and crude oil fail to arrive, power prices
spike in Europe and Asia, and aluminum smelters,where electricity costs more than 40 percent of
production cost,face losses the more they operate. Engine blocks for automobiles, fuselages for
aircraft, frames for solar panels, aluminum cans, electrical wires. It is difficult to find an industry that
does not use aluminum.

The incident of Qatar's LNG pipeline rupture led to wafer yield problems at Samsung Electronics
semiconductor plants thousands of kilometers away, canceled MRI appointments at Mount Sinai
Hospital in New York, and halted aluminum shipments from Bahrain smelters. The connection is
singular: natural gas. When gas stops, LNG stops. When LNG stops, helium disappears. When
power cuts off, aluminum furnaces cool. A single blow branches into three directions,a ruthless
butterfly effect.

15.4 Sulfur and U.S. Defense Industry

In March 2026, the Modern War Institute at West Point Military Academy released an analysis titled
'The Chokepoint We Missed: Sulfur, Hormuz, and a Threat to Military Readiness.' The title speaks for
itself. Military strategists have run Hormuz Strait closure scenarios through wargames for decades,
but they overlooked how a substance like sulfur could become the stranglehold on weapons
production.

Sulfur is a byproduct that emerges as an impurity when refining petroleum and natural gas. Sulfur
filtered out during the desulfurization process at refineries accumulates as yellow solid lumps, loaded
onto ships and sent around the world. The Middle East accounts for roughly 24 percent of global
sulfur production, and about 50 percent of worldwide maritime sulfur trade passes through the Strait
of Hormuz. After Operation Epic Fury began, this entire volume became trapped. Sulfur prices nearly
doubled since the start of hostilities.

The importance of sulfur lies in sulfuric acid. When sulfur burns, it becomes sulfur dioxide, and when
oxidized, it becomes sulfur trioxide; mixed again with water, it becomes sulfuric acid. Sulfuric acid is
one of the foundational working chemicals of industry. The United States consumes roughly 90
percent of its sulfur in the form of sulfuric acid.

Sulfuric acid plays a critical role in two places. First, fertilizer. All phosphate fertilizers,DAP, MAP,
TSP,require sulfuric acid. Sixty percent of global sulfuric acid demand comes from the fertilizer
industry. If Hormuz closes and sulfur supply stops, sulfuric acid for fertilizer becomes scarce,
deepening the fertilizer crisis from section 15.1 through a second pathway. NDSU calls this the 'sulfur
cascade.' Hormuz closure halts sulfur exports, sulfur shortage reduces phosphate fertilizer production
in countries like China, Morocco, and Indonesia that have no direct connection to the conflict,a
sequential collapse.

Second, the extraction of critical minerals. Among the methods for separating materials like copper,
nickel, cobalt, and uranium,so-called critical minerals,from ore is a process called leaching. Ore is
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soaked in sulfuric acid to dissolve the metals. The Democratic Republic of Congo and Zambia's
Copper Belt, which account for most of the world's cobalt mining, and Indonesia's high-pressure acid
leach (HPAL) projects, which supply more than half the world's battery nickel, all consume enormous
quantities of sulfuric acid. Indonesia depended on imports for roughly 75 percent of the sulfur it
needed. Without sulfur arriving, nickel and cobalt cannot be extracted from ore.

Analysis from the Soufan Center connects this chain to the defense industry. Cobalt and copper are
the backbone of modern military equipment,from artillery shells to anti-tank weapons, jet engines,
radar, guidance systems, and stealth technology. If sulfuric acid shortages disrupt the refining of
cobalt and copper, production of weapons made from these metals declines. Since Operation Epic
Fury began, the U.S. military has expended hundreds of Tomahawk and interceptor missiles.
Replacement orders went to defense contractors like Lockheed Martin and Raytheon, but they
returned the answer that they could not guarantee delivery schedules due to disruptions in critical
minerals and specialty chemicals.

According to one estimate by Foreign Policy, replacing a single Raytheon radar destroyed by Iranian
missiles in Qatar could take up to eight years and cost 1.1 billion dollars. The gallium needed to
manufacture that radar is a substance China has placed under export controls. When sulfur shortage,
gallium controls, and cobalt refining disruption overlap, the situation becomes one where the ability to
design weapons exists but there is no physical ability to produce them.

West Point's analysis explains this through a concept called 'prelogistics.' Military strategists have
traditionally focused on logistics: how to supply weapons and ammunition to the battlefield. But
prelogistics is a step further back: whether the supply of basic materials and chemicals needed to
manufacture weapons is possible. This is the question. In peacetime, this is an unremarkable
dependency. The Pentagon had never considered that a substance like sulfur could become the
stranglehold on military readiness.

A statement cited by Wikipedia summarizes the situation. The U.S. defense industry is experiencing a
'near-total' disruption of critical minerals supplies through the Strait of Hormuz.

There is a contradiction. The United States sent aircraft carriers and bombers to bomb Iranian military
facilities. To refill those bombs, cobalt, copper, and sulfuric acid are needed. To refine cobalt and
copper, sulfur is needed. That sulfur comes from Middle Eastern refineries and is exported through
the Strait of Hormuz,the very region the United States attacked. The material base for waging war is
being destroyed by the war itself. Using the Soufan Center's term, the war the United States started is
weakening America's own industrial base,a paradox.

On February 27, one day before the start of operations, the U.S. Department of Defense requested
from mining companies in the Defense Industrial Base Consortium (DIBC) project proposals to
increase domestic supply of 13 critical minerals on which the country is almost entirely dependent on
China. The United States does have reserves of rare earth elements and critical minerals. They are
scattered across California, Wyoming, and Alaska. But the infrastructure for separation, refining,
alloying, and magnet manufacturing does not exist. The country has ore but cannot process it. The
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Hormuz closure exposed this structural vulnerability along with price shock.

Analysis from the Oregon Group hits the core. If one seeks to find a single point of failure spanning
the production of such a wide range of metals, it is sulfuric acid. When sulfuric acid wavers, nickel
wavers too, copper wavers, cobalt wavers, uranium wavers, rare earths waver. And half the sulfur,the
raw material for that sulfuric acid,was passing through one place: Hormuz.

The mines in the Strait of Hormuz did not merely block tankers. They halted the raw material for
sulfuric acid that makes fertilizer. They halted the refining of nickel and cobalt that make batteries.
They halted the supply of copper and gallium that go into missiles. A 21-mile waterway was
dismantling the bonds of modern civilization at the elemental level.
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16.1 A Country Dependent on the Middle East for 98% of Oil Imports

On March 20, 2026, at a gas station on Kalayaan Avenue in Quezon City, Manila. An attendant was
tearing off black tape to change the numbers on the price sign. Diesel, which had been 89 pesos per
liter yesterday, was 105 pesos today. No one knew what it would be tomorrow. A dozen motorcycles
and jeepneys were lined up in front of the gas station, and behind them, a handwritten sign taped to
the wall read "Gas limit: 20 liters per person."

The Philippines is an archipelago nation composed of 7,641 islands. The ferries and Ro-Ro cargo
ships that connect the islands, the diesel generators that supply electricity to island and remote
areas, and the jeepneys and tricycles that transport the massive population of Metro Manila all run on
fossil fuels. Yet the Philippines produces almost no commercially viable crude oil within its own
borders. The Malampaya offshore gas field, which had partially met domestic demand, was entering
depletion. The country depends on imports for 98% of the oil it consumes.

More fatal than that was the source of the imports. According to the Philippine Department of
Energy's 2024 Energy Statistics Report, over 95% of the crude oil the Philippines imports comes from
the Persian Gulf. Saudi Arabia accounted for more than half, followed by the United Arab Emirates
and Iraq. The only facility where the Philippines can directly refine oil is the Petron refinery on the
Bataan Peninsula, which meets only 40% of domestic demand. The remaining 60% is purchased as
refined products,gasoline, diesel, and jet fuel,from Asia's refining hubs: Singapore, South Korea, and
China. Yet most of the crude oil these Asian countries refine passes through the Strait of Hormuz.
Whether directly or indirectly, the Philippines was completely exposed to the geopolitical risks of the
Middle East.

The Philippines lacked the financial and infrastructural resources to store months of strategic
petroleum reserves like the United States or Japan did, buried in underground rock formations or
stored in massive tanks. The Oil Deregulation Law, enacted in 1998, had transferred the
responsibility for reserves to private refineries, and not a drop of government-level strategic reserves
existed. The Philippines' energy security depended entirely on the 15-to-30-day commercial inventory
that private companies were required to maintain.

The Strait of Hormuz was sealed. After insurance for tankers vanished and AIS signals went dark, the
crisis the Philippines faced was not "price increases" but "physical depletion." More money could not
buy oil. Neighboring Asian countries were turning to national-priority policies and shutting off refined
product exports.



146

And this country was losing another artery besides oil. The Middle East was home to 2.4 million
overseas Filipino workers (OFW), another key pillar of the Philippine economy. In Saudi Arabia:
813,000; in the United Arab Emirates: 975,000; in Qatar: 250,000. The remittances they sent home
each month accounted for roughly 10% of Philippine GDP. When war broke out, airports throughout
the Middle East shut down one by one, and the Philippine government had to evacuate its citizens
trembling with fear of bombing before worrying about oil supply disruptions. Just after the war began,
Hans Cacdac, secretary of the Department of Migrant Workers (DMW), told reporters at a press
conference, "This is not yet a large-scale evacuation, since we have not reached alert level 4, but
eighty people in Dubai have requested repatriation." By March 14, the government had brought 1,315
Filipinos from the Middle East back to their homeland. It chartered entire flights and transported
people from Bahrain, Kuwait, Qatar, and Saudi Arabia. Many of them could only board the plane after
driving overland for hours to reach a safe departure point.

Oil was cut off, remittances were shrinking, and family members were trapped in a war zone. The
blockade of the Strait of Hormuz severed both the physical energy that moved the Philippines and the
financial energy that sustained its economy. The Philippines was the first and loudest country in Asia
to cry out in agony.

16.2 From "This is not a crisis" to "State of National Emergency"

Monday, March 23, 2026, at Malacañang Palace. Presidential Spokesman Claire Castro told
reporters at a regular briefing that the Philippines was not in "a state of crisis" but rather in a state of
"price disruption." Energy Secretary Sharon Garin shared that position. With 45 days of inventory
remaining and alternative supply lines being secured, she tried to persuade the public that panic
buying was unnecessary.

Twenty-four hours later, on the evening of Tuesday, March 24, President Ferdinand Marcos Jr.
signed Executive Order 110 at Malacañang. Declaration of a State of National Energy Emergency.
Effective for one year. The Philippines became the first country in the world to declare an energy
emergency in response to the Iran war. The government, which had insisted just yesterday that "this
is not a crisis," surrendered a day later.

With the emergency declaration, a joint committee, UPLIFT (Unified Package for Livelihoods,
Industry, Food, and Transport), headed by the president, was activated. Secretaries from the
Departments of Energy, Transportation, Social Welfare, Agriculture, Finance, Budget and
Management, and Socioeconomic Planning all participated in this whole-of-government response
system. The emergency declaration gave the government emergency procurement authority for fuel
and petroleum products, authority to crack down on hoarding and price gouging, and authority to
implement energy rationing plans. PNOC (Philippine National Oil Company) and its subsidiary
PNOC-EC were given authority to bypass bidding procedures and undertake emergency purchases.

Behind this dramatic reversal were numbers revealed in a Senate hearing. The Energy Department
reported the inventory situation as follows. Petroleum reserves that had been 55 to 57 days at the
start of the war had dropped to 45 days as of March 20. Jet fuel: 38 days. LPG, essential for cooking
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and restaurant operations for ordinary people: 23 days. And with the Strait of Hormuz blocked, these
numbers could only decline; there was no prospect of them being replenished.

Senator Loren Legarda poured out her anger at the Energy Department during the hearing.
Neighboring countries like Vietnam, Thailand, and Malaysia had built up strategic reserves in normal
times, but the Philippine government was fumbling to buy emergency quantities at double the normal
price after the crisis broke. The Budget and Management Department (DBM) approved an
emergency purchase budget of 20 billion pesos (approximately 406 million dollars). The money came
from the Malampaya Gas Field Fund. The plan was to buy 2 million barrels of diesel with this money,
but with the global market in panic, there were no ships available to immediately transport the oil even
with the money.

Petron called a tanker, the Sara Sky, loaded with 750,000 barrels (100,000 tons) of ESPO blend
crude from Russia to the Bataan refinery. This was thanks to a sanctions exemption the United States
issued, valid through April 11. It was the first moment in five years, since the war began, that Russian
crude oil was entering the Philippines. In a Bloomberg interview, the Energy Secretary said, "We are
consulting with the United States. We are reviewing all options, whether Iranian oil, Venezuelan oil,
all of it." The war of an ally had cut off the Philippines' energy, and the Philippines was buying oil from
the enemy of that ally.

Senator Imee Marcos, the sister of President Marcos, directly criticized the government's response.
"Doling out paltry relief amounts is a band-aid. What is needed is a realistic and comprehensive
strategic plan for the survival of every Filipino." Senator Bam Aquino argued that the government
needed to declare not just an energy emergency but a national emergency in order to have real
authority to control prices and respond to the crisis. Renato Reyes Jr., from the progressive citizens'
group Bayan, spoke more sharply. "The emergency declaration mentions no suspension of taxes, no
price controls, and no repeal of the Oil Deregulation Law of 1998. This is a declaration that avoids the
fundamental problems."

The Lowy Institute, analyzing this situation, summed it up in one sentence. The Philippine
Department of Energy's own statistical reports had documented with nearly mathematical precision
what would happen if the Strait of Hormuz were blockaded. Policymakers had the data. They had the
numbers. What they lacked was the urgency to act according to those numbers.

16.3 The Vanished Traffic Jam

Nicolas Torre III, director of the Metropolitan Manila Development Authority (MMDA), announced
figures at a press conference on March 24. Traffic volume on EDSA (Epifanio de los Santos Avenue)
had decreased by 5 to 8%. On a road where an average of 407,342 vehicles passed daily in 2023,
20,000 to 30,000 vehicles had disappeared. Director Torre explained, "After the oil price increase,
more people are not driving their vehicles, some have switched to carpooling, and some have shifted
to public transportation."
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In numbers, it is 5 to 8%. But anyone who knows Manila's roads understands what this means. EDSA
is a 23.8-kilometer, 10-lane highway that becomes a giant parking lot during rush hour. Exhaust, car
horns, vehicles jammed together trying to go first. Manila rarely drops out of the rankings for the
world's worst traffic congestion. That road was noticeably empty.

An Al Jazeera photographer captured rush hour on EDSA on March 26. The article title was "Manila's
streets empty." On a digital billboard was the phrase "Pray for the Middle East," and beneath it
passed only a few vehicles. It was the first sight of this kind since the strict lockdown of the COVID-19
pandemic in 2020.

Yet the silence then and the silence now were fundamentally different. During COVID, the silence
was the isolation of people who locked their own doors to escape the virus. Now it was the paralysis
of silence when people had no means to leave even if they wanted to go out to earn money.

The first to stop were the jeepneys. After World War II ended, Filipinos took the military jeeps the
Americans left behind and converted them into minibuses,that is the origin of the jeepney. It is Metro
Manila's cheapest form of public transportation and the lifeblood of a subsistence-level working-class
economy. Base fare: 13 pesos. As diesel prices soared from over 100 pesos per liter to 120, then 130
pesos, the math fell apart. A jeepney consumes an average of 30 liters of diesel per day. Thirty liters
multiplied by 130 pesos meant a daily fuel cost of 3,900 pesos. Yet the money drivers earned running
the vehicle all day was 300 to 400 pesos. The more they drove, the more they fell into debt.

On March 19, the National Union of Transport Workers, PISTON (Pagkakaisa ng mga Samahan ng
Tsuper at Opereytor Nationwide), launched a nationwide transportation strike. PISTON Chairman
Mody Floranda laid out the demands. Immediately abolish the value-added tax and excise tax on
petroleum products. Bring the fuel price back down to 55 pesos per liter. Repeal the 1998 Oil
Deregulation Law. PISTON reported that 70,000 people participated in the strike nationwide. Fifteen
to twenty strike locations emerged in Metro Manila alone, and transportation halted simultaneously
across Cebu, Iloilo, Pasig, and Bulacan.

Fifty-two-year-old jeepney driver Arturo Modelo told Al Jazeera, "Normally I earned 600 pesos (about
10 dollars) a day, but now I make only a third of that. I can't even give my kids lunch money." He
explained his reason for participating in the strike this way. "An unresponsive government only hears
when you do this. Anyway, there's no way to make a living on the road these days."

A second strike occurred from March 26 to 27. This time, not just jeepney drivers but also bus drivers,
UV express operators, motorcycle taxi drivers, and transport network vehicle service (TNVS)
drivers,over 20 transport groups united. It was called the "No to Oil Price Hike Coalition." On Friday,
March 27, thousands marched to Malacañang. Among the protesters, some waved the Iranian flag.
Jerome Adonis, chairman of the national labor federation Kilusang Mayo Uno (May 1 Movement),
said, "Filipinos did not start this war, and we do not want to be part of it. Yet we are suffering because
of it. It is as if the United States dropped bombs on us too."
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When public transportation stopped, the impact spread throughout the entire city. Several universities
in Manila switched to online classes. Ateneo de Manila University instructed students having difficulty
attending campus due to transportation issues to inform their professors. Philippine Polytechnic
University (PUP) switched to full online classes from March 26 to April 1. The stated reason was to
prepare for Holy Week travel, but the real reason was that students had no transportation to reach
school.

The government tried to put out the immediate fire by doling out subsidies. Emergency cash
assistance of 5,000 pesos (about 83 dollars) per person to motorcycle taxi drivers and transport
workers. Free bus service with a 1 billion peso budget from the Department of Transportation.
Discounted fares on MRT3 and LRT2 subway lines. Highway toll reductions. Yet 5,000 pesos
covered barely two days of fuel costs. PISTON countered, "This is not enough. None of these
measures touch the fundamental structural problems of the petroleum industry."

The empty EDSA was the most visual evidence that Manila's economy was shutting down. The
disappearance of traffic congestion from the world's most congested city did not mean the traffic
problem had been solved,it meant people had become unable to move. Residents in this city,
thousands of kilometers from the Strait of Hormuz, were learning with their bodies that when a narrow
21-mile waterway closes, even the jeepneys on their own neighborhood streets come to a stop.

16.4 A Wednesday at Baclaran Church

In 2026, Holy Week (Semana Santa) ran from March 28 to April 5. For this country where more than
80% of the population is Catholic, Holy Week is the year's largest and most sacred holiday. In normal
times, it is the week of a massive population migration when half the Metro Manila population boards
buses and ships to the terminals to head home to the provinces.

Yet the results the MMDA observed shortly before Holy Week showed this. Passenger numbers at
terminals and major thoroughfares were noticeably lower than in previous years. Edison Nebrija,
MMDA Traffic Management chief, appeared on a broadcast and said, "Normally by Friday around this
time, passengers overflow the terminals and you can already see the exodus on EDSA. But there
aren't as many as in previous years."

Father Jerome Secillano, head of the public affairs office of the Catholic Bishops' Conference of the
Philippines (CBCP), admitted in a radio interview that the fuel crisis might affect Visita Iglesia, a
Filipino Catholic tradition of visiting seven churches during Holy Week. "If the church only worried
about declining attendance, it would be selfish. What we worry about is that the oil price hike is
snowballing across every aspect of Filipinos' lives. People reducing travel to save money is
understandable."

The National Shrine of Our Mother of Perpetual Help at Baclaran in Parañaque. Tens of thousands of
worshippers stream in every Wednesday. People selling jasmine flowers, barbecue vendors, jeepney
touts,they mix inside and outside the church, and among them, worshippers clutching rosaries come
and go endlessly. Wednesday at Baclaran is Manila's festival and ritual where faith and life are
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tangled together.

Wednesday, March 25, was the day right after President Marcos declared the energy emergency. Al
Jazeera's local correspondent Ted Regencia photographed Baclaran Church on that day. The usual
bustling activity had almost vanished. The horn blare of jeepneys that had echoed outside the
Romanesque church had quieted, and the sound of the vendors' generators had stopped.

Ruben, a 27-year-old parking attendant outside the church, had been standing since 3 a.m. for more
than 12 hours, but his tip income was only about 6 dollars,not even half of normal. Emily Ruado, 59
years old, mother of four. She sold toilet paper and sundries around the church and earned 10 dollars
a day, but since the war, her income had shrunk to 5 dollars a day.

As public transportation shrank, the way people arrived at the church changed. Some people had
walked for hours instead of taking buses or jeepneys. They had no choice but to walk without
transportation. The boundary between walking as a traditional religious penance during Holy Week
and walking because there was no gas became blurred. Religious silence and economic paralysis
overlapped at the same time and place.

With buses and jeepneys reduced, the remaining choice was the subway. Passengers flooded into
Manila's MRT and LRT. The already inadequate subway system created bottlenecks during rush
hour. The fuel crisis had laid bare how underdeveloped Manila's public transportation infrastructure
actually was.

Beneath the silence of Holy Week, the fear of inflation was growing. Energy is transportation cost,
and a surge in transportation costs means a chain reaction of price increases in rice and basic
necessities. President Marcos announced, "We will provide fuel and fertilizer subsidies to farmers and
fishermen so that the increase in diesel prices will not be passed on to consumers." The presidential
office issued an administrative measure banning price increases on basic necessities through April
16, and the Department of Trade and Industry (DTI) promised to monitor weekly. Yet with the primary
source of urea, a key ingredient in fertilizer, located in the Middle East and its export routes passing
through the Strait of Hormuz, it was uncertain whether subsidy handouts alone could prevent
fundamental increases in food prices.

Energy Secretary Sharon Garin summarized in one sentence. "If global oil prices reach 200 dollars a
barrel, Filipinos will have to change their way of life." The worshippers at Baclaran Church were
already changing theirs. They walked instead of taking the bus. They lit candles and prayed. The
content of their prayers had changed. That tomorrow they could buy rice to feed their children. That
the jeepney their husband drove would move again. That the war in the Middle East would end.

The distance from Manila to the Strait of Hormuz is roughly seven thousand kilometers. The sound of
bombing in the Persian Gulf does not reach this place. Yet with each change in the numbers on the
gas station price board, with each jeepney that disappears one by one from the alley, with each
additional person walking toward the cathedral, the shock wave of war was silently cutting through
this city. There was a message displayed on the electronic billboard on EDSA Avenue: "Let us pray
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for the Middle East." For Manila's ordinary people, that prayer was not for the Middle East alone. It
was for themselves.
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Chapter 17: Asia's Contraction
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17.1 Thailand: Walk Up the Stairs, Set Air Conditioning to 27 Degrees, Wear Short-Sleeved Shirts

On March 6, 2026, Prime Minister Anuthin Charnvirakul's Prime Minister Order No. 2/2026 appeared
in the Royal Thai Government Gazette. The document declared an immediate and complete ban on
the export of gasoline, gasohol (ethanol-blended gasoline), diesel, aviation fuel, and liquefied
petroleum gas (LPG). Only small amounts bound for Laos and Myanmar were permitted as
exceptions. This was six days after the war began.

The legal basis for this order was the Fuel Emergency Decree, enacted in 1973. A law created
fifty-three years earlier, during the first oil crisis. Under this decree, the prime minister could directly
control the production, sales, transport, stockpiling, and import-export of all types of fuel. The
regulation also extended to all electricity and energy consumption activities. The prime minister held
authority to limit factory operating hours, reduce business hours for theaters and entertainment
venues, restrict vehicle traffic, and control building electricity use and advertising illumination. A law
dormant for over half a century had awakened and dusted itself off.

Thailand's swift response had reasons behind it. The nation's energy structure ranked among Asia's
most vulnerable. Ninety percent of crude oil was imported, and half of that passed through the Strait
of Hormuz. Over 55 percent of total electricity generation came from natural gas-fired power plants,
but as production from the domestic Erawan gas field declined sharply, the shortfall depended on
imported liquefied natural gas. According to S&P Global data, in 2025 Thailand imported
approximately 491,500 barrels per day of crude oil and condensate from the Middle East. As of March
2, 2026, the Middle East's share of Thailand's crude oil imports exceeded 51 percent.

Based on Thailand's Energy Ministry assessment as of March 1, the nation's domestic petroleum
reserves totaled 4.877 billion liters, equivalent to approximately 38 days of supply. Adding the 1.666
billion liters in transit through the Strait of Hormuz and 1.117 billion liters via alternative routes
provided an additional 22 days of supply. Combined, this amounted to 60 days. Compared to Japan's
254 days and South Korea's 208 days, these figures were suffocating.

The government recognized that an export ban alone would prove insufficient. Energy conservation
measures followed immediately. Public officials and government employees were ordered to work
from home, and official business travel was prohibited. The Energy Ministry issued directives to
government offices and large commercial facilities to set air conditioning temperatures no lower than
26 to 27 degrees Celsius. In a tropical country where temperatures hover around 35 degrees Celsius
year-round, raising air conditioning four degrees carried meaning beyond mere numbers. For people
working in Bangkok's high-rises, it meant spending eight hours a day drenched in sweat.
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Dress code relaxations followed. Both government officials and private sector employees were
advised to forgo neckties and formal jackets, favoring short-sleeved shirts and light clothing instead.
Directives instructed people to use stairs rather than elevators for the first three floors to reduce
electricity consumption. These were recommendations rather than legal mandates. However, when
Energy Minister Auttapol Rerkpiboon personally ordered the energy emergency monitoring center
into operation and instructed all relevant agencies to continuously assess market impacts, reserve
levels, and price trends, the boundary between recommendation and command blurred.

Meanwhile, the Oil Fuel Fund rapidly depleted. This fund had served as a buffer through which
successive Thai governments artificially suppressed domestic retail prices whenever international oil
prices rose. By March 22, the fund's deficit reached 2.801 billion baht, approximately one trillion
Korean won. As of March 24, the subsidy per liter of diesel fuel on expressways stood at 26.99 baht.
The figure had risen 2.9 baht from the previous day. Daily outflows from the fund approached 2.59
billion baht, roughly 92 billion Korean won.

On March 15 and 16, the Energy Ministry conducted surveys at approximately 1,500 gas stations
nationwide. The results proved grimmer than anticipated. Ten percent had suspended operations due
to fuel shortages, and nearly 70 percent faced either complete depletion of specific fuel types or
insufficient inventory. In Korat (Nakhon Ratchasima), a transportation hub in the northeast, long
queues formed at every gas station. In Mae Sot district in Tak Province in the west, three-kilometer
traffic jams were reported. Similar scenes unfolded in provincial cities like Suphan Buri and Nakhon
Sawan.

On March 26, a special cabinet meeting convened. The Thai government approved seven emergency
measures. These included review of consumer tax reductions, increasing welfare card limits for
vulnerable populations (from 300 baht to 400 baht monthly), supporting the transportation industry,
and expanding fertilizer subsidies for farmers. The same day, the government implemented a 6-baht
per liter increase in fuel prices. Signs reading "600 baht or less" appeared at gas stations. Deputy
Prime Minister and Finance Minister Ekniti Nitithanprapas declared, "Fuel prices must reflect actual
production costs." The logic was that distorting prices creates inefficiency throughout the entire
economy and wastes public resources.

Lighting decreased by half at Thailand's iconic shopping malls, including ICONSIAM and
CentralWorld, and escalator operations were minimized. In a country where tourism accounts for
nearly 20 percent of GDP, darkened and heated shopping malls themselves constituted economic
damage. In Chiang Mai, gas stations received only 10,000 liters of diesel per day, exhausting
supplies within hours. At one gas station in Songkhla Province in the south, signs reading "Diesel
Depleted" and "Temporary Pumping Halted" hung side by side.

Rayong Olefins, a petrochemical company and subsidiary of Siam Cement Group (SCG), announced
in mid-March that it would suspend factory operations. The firm could not secure essential raw
materials such as naphtha and propane due to the closure of the Strait of Hormuz. It was a force
majeure declaration, official notification that contract performance had become impossible. This
single document signaled the impending cascade shutdown of Thailand's petrochemical industry.
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At an online forum titled "Thailand's Survival Strategy Amid Middle Eastern Conflict" hosted by
Kasetsart University, macroeconomic specialist Wiparat Panpiemras from the Ministry of Finance's
Fiscal Policy Bureau offered this diagnosis: the Middle East crisis was not simply raising energy
prices but also driving up prices for metals, agricultural products, livestock, fertilizers, and petroleum
byproducts like plastics. It was causing currency, stock, and bond fluctuations in global financial
markets and creating disruptions in the global supply chain itself through shortages of production
inputs.

One statement starkly revealed the structure of Thailand as a nation. Deputy Prime Minister and
Energy Minister Phiphat Ratchakitprakarn admitted this fact during a live television interview:
Thailand's petroleum transport trucks were equipped with GPS devices. The government had
presented this as evidence of supply chain management. Yet that GPS had only measured the trucks'
traveling speed. There had been no tracking of where the trucks were heading, which routes they
took, or where final delivery occurred. Destination monitoring began only one day before this
interview, weeks into the crisis. Daily reporting obligations regarding petroleum traders' inventory and
movement routes were also introduced at that same time.

If the government could not track the final segment of the supply chain, it could not distinguish
whether demand surges resulted from actual consumption, hoarding by end-users, or systematic
diversion by intermediate distributors. Thailand's six refineries operated at full capacity throughout the
crisis. Petroleum supply was not the problem. The problem was an institutional structure with a blind
spot precisely at the point of highest pressure. And the minister himself confirmed this blind spot live
on air.

Thailand was already straining to shake off the nickname "the Sick Man of Asia." The 2026 economic
growth forecast stood at merely 2 percent. The energy crisis fell atop decelerating demand from
China, global trade tensions, household debt at extreme levels, inequality, and political instability. A
nation where exports comprise 70 percent of GDP and total trade volume exceeds 120 percent of
GDP. A nation where tourism accounts for one-fifth of GDP. This was a structure destined to buckle
first under rising fuel prices and global instability.

By late March, news arrived that Iran had permitted Thai-flagged vessels to pass through the Strait of
Hormuz. Thailand joined China, Russia, India, Pakistan, and Malaysia on the list of nations permitted
passage. However, the ability to pass through the strait and falling oil prices were separate matters.
On March 24, Brent crude fell 5 percent or more to 98.28 dollars per barrel. This came shortly after
reports that the United States had sent a ceasefire proposal to Iran. Analysts cautioned against
optimism. Without genuine resolution of Middle Eastern conflict, supply risk would continue hovering
above the market.

17.2 South Korea: Shorten Your Showers, Charge During Daylight, Ban Naphtha Exports

On Monday, March 3, 2026, Korean stock markets opened. The KOSPI plummeted 12 percent in a
single day. It was the worst daily decline in history. Circuit breakers activated. The following Thursday
brought a 10 percent rebound, followed by declines on Friday and Monday. Over four trading days,
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multiple trading halt mechanisms triggered in futures markets, and circuit breakers activated twice.
The won-dollar exchange rate hit 1,506.37 won during March 3 trading, the weakest level since 2009.

Numbers spoke to South Korea's vulnerability. Energy import dependency stood at approximately 94
percent. Seventy percent of crude oil imports passed through the Strait of Hormuz. Twenty-five
percent of LNG imports followed the same route. According to analysis from the Korea Economic
Research Institute (KEI), while petroleum held the largest share of South Korea's total energy
imports, its use was predominantly "non-energy." Petroleum as raw material for manufacturing
advanced products like semiconductors. Transportation fuel came second. When rising energy costs
combined with fluctuating industrial input requirements for advanced technology products, the
conflict's persistence held potential to create ripple effects across the Korean and global economies.

President Lee Jae-myung convened an emergency economic assessment meeting at the Blue
House. In a March 9 national address, the president stated that the Middle East crisis was imposing
"considerable burden" on the Korean economy, which depends heavily on trade and energy imports.
He instructed preemptive action to manage volatility expansion in financial and foreign exchange
markets. He announced plans to "promptly introduce" a fuel price ceiling. It was the first time in thirty
years.

According to data from the Korea National Oil Corporation (KNOC) and analysis by S&P Global,
South Korea held government-managed strategic reserves of 101 million barrels. Joint reserves of
approximately 10 million barrels, including 4 million barrels of Kuwaiti crude and 4 million barrels from
the Abu Dhabi National Oil Company (ADNOC), added further security. On March 11, South Korea
decided to participate in the International Energy Agency's decision to release 400 million barrels,
committing to release 22.46 million barrels. It was the largest release in Korean history. After the
release, 77.64 million barrels of government reserves would remain.

Strategic reserves buy time. Yet they could not solve one problem: naphtha.

Naphtha is a light fraction produced during crude oil refining and serves as a basic raw material for
the petrochemical industry. Naphtha cracking centers in Ulsan, Yeosu, and Daesan thermally
decompose this into basic chemicals like ethylene, propylene, and butadiene, which then become
plastics, synthetic fibers, synthetic rubber, vinyl, and synthetic resins. From trash bags to ramen
packaging, washing machine components, and semiconductor cleaning agents. South Korea
depended on imports for approximately 45 percent of its naphtha demand, with 77 percent of that
coming from the Middle East.

When the Strait of Hormuz closed, logistics ceased. Typically, Korean naphtha cracking centers
begin replenishing inventory after January, but geopolitical tensions had halted shipments entirely.
Most naphtha cracking centers could operate on existing inventory for roughly one and a half months.
A statement from a major Korean petrochemical company official appeared in industry publications:
"We have no choice but to reduce operations."
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Bloomberg News published an article titled "Oil Crisis Threatens South Korea's Trash Bags and
Ramen Supply" shortly after LG Chemical, South Korea's leading petrochemical company,
announced it would suspend operations at one of its three naphtha cracking centers. The Yeochun
NCC declared force majeure, stating it had no choice but to operate all facilities at minimum capacity
due to difficulty securing raw materials amid escalating Middle East tensions.

Simultaneous energy conservation campaigns toward the public began rolling out. According to CNN
reporting, the Korean government advised citizens to "shorten showers" and urged them to "charge
mobile phones during daylight hours." The rationale was that charging electrical devices during peak
sunlight hours when solar power generation reached maximum capacity would reduce the load on
gas and coal power plants. Vehicle odd-even rationing also took effect in the public sector, limiting
driving based on license plate numbers.

Coal-fired power plant environmental regulations were relaxed, and plants began operating at
maximum output. On March 27, Deputy Prime Minister and Minister of Economy and Finance Gu
Yun-chul held a joint press conference at the Government Complex Seoul. "Under grave awareness
equivalent to economic wartime conditions, the government will devote full effort to emergency
response while preparing for worst-case scenarios." The measures he announced were as follows:
naphtha export controls would take effect Friday. Panic buying of urea and urea solution (essential
liquids for reducing diesel vehicle emissions) would be banned starting that day. Crackdowns on
illegal misconduct would intensify, and imports would expand.

Park Dong-il, director of industrial policy at the Ministry of Trade, Industry and Energy, stated at a
business meeting: "Naphtha exports have been banned at the government level, and we are
considering the situation surrounding petrochemical products very seriously." The government forced
refiners to redirect naphtha production toward the domestic market rather than exports and secured
authority to direct naphtha production and distribution. According to Energy Ministry data, South
Korea was exporting approximately 11 percent of domestically produced naphtha, and this volume
would now return to domestic users. The ban period was five months. Priority supply was guaranteed
to medical, critical industries, and essential consumer goods sectors.

Deputy Minister Gu also previewed a second phase of response: in April, a "war supplementary
budget" of approximately 25 trillion won would be expeditiously drawn up using excess tax revenue
as the source. In the third phase, should conditions extend beyond May into the longer term, the
government would proactively prepare additional economic stabilization measures and implement
them immediately. All policy tools, including fiscal, tax, and financial regulatory measures, would be
mobilized, and the most effective policy combinations would be deployed according to
scenario-based response plans divided into three phases.

That same day, President Lee Jae-myung visited the Korea National Oil Corporation's storage facility
in Seosan, South Chungcheong Province, where he held an on-site discussion meeting with
executives from LG Chemical, Lotte Chemical, Hanwha TotalEnergies, and Hyundai Chemical. The
LG Chemical CEO expressed gratitude to the government for supporting Russian naphtha purchases
and payments. South Korea had halted trading in Russian petroleum since 2022. Faced with crisis,



157

that principle was being revised.

KEI's analysis outlined this crisis's ripple scope with precision. Recovery from surging oil prices and
supply chain shortages would require months to years. Impact extended beyond energy across
multiple dimensions: economic shock from soaring oil prices and supply chain shortages; short-term
pressure on the won and KOSPI; delayed-payment risks for tens of billions of dollars in Korean
construction investments in the Middle East; and unnecessary strain on the U.S.-South Korean
alliance. The 2026 growth forecast was marginally downward-adjusted from the existing 2 percent to
1.9 percent. The 0.1 percentage point decline appeared modest numerically, but the industrial field
paralysis concealed behind it was something numbers could not capture.

17.3 Japan: Record Strategic Reserve Release, Request to Refrain from Hoarding Toilet Paper

On March 11, Prime Minister Sanae Takaichi announced Japan would release 80 million barrels from
strategic reserves. It was the largest scale since the strategic reserve system was established in
1978. Japan did not await the IEA's coordinated decision. It moved first independently. On March 16,
actual release began: fifteen days of supply from private mandatory reserves and thirty days from
national reserves. Combined, the release equaled 45 days of national petroleum demand.

One figure lay behind this decision: 95.1 percent. The Middle East's share of Japanese crude oil
imports as of January 2026, according to official Ministry of Economy, Trade and Industry (METI)
data. The share transiting the Strait of Hormuz was approximately 73.7 percent. With Russian crude
imports reduced, Middle Eastern dependency had actually risen to 96 percent. If this route closed,
Japan's energy lifeline would be severed.

Japan's strategic reserves ranked among the world's highest. According to analysis by CSIS (Center
for Strategic and International Studies), approximately 470 million barrels existed: 146 days of
national reserves, 101 days of private mandatory reserves, and 7 days of joint reserves with Middle
Eastern oil-producing nations. Combined, 254 days of supply. LNG inventory also totaled
approximately 4 million tons, representing about three weeks of total consumption. A relatively sturdy
shield.

Yet in a survey conducted by Asahi Shimbun on March 14 and 15, 90 percent of respondents
answered that they felt "somewhat" or "greatly" anxious about the conflict's impact on the Japanese
economy. A shield's presence and fear were separate matters.

The most symbolic scene fear created was the toilet paper aisle. During the first oil crisis in 1973,
rumors spread in Japan that petroleum shortages would halt toilet paper production, triggering
nationwide hoarding. Photographs of people queuing at stores to hoard toilet paper carved
themselves deeply into Japanese collective memory. In March 2026, that memory resurfaced. Social
media began circulating speculation about potential shortages of toilet paper and daily necessities.

Manufacturing trade associations immediately moved to contain the damage. They stated that
Japanese toilet paper was produced almost entirely domestically and was not vulnerable to Middle
East supply chain disruptions. The government repeated the same message: "Buy according to need,
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not according to fear." The goal was preventing the kind of panic buying that had emptied shelves
during the pandemic.

The structural question this crisis posed to Japan diverged at LNG. Unlike crude oil, Japanese LNG
imports showed only about 6.3 percent dependency on the Strait of Hormuz. The largest suppliers
were Australia (39.7 percent), Malaysia (14.8 percent), and Russia (8.9 percent), whose LNG did not
transit Hormuz. An asymmetrical structure existed. Electricity was relatively secure, but crude oil
represented a critical vulnerability. With petroleum products comprising approximately 35 percent of
Japan's primary energy supply, blocking the crude oil route meant direct hits to gasoline, heating oil,
plastics, and transportation costs. Impact on households and industry emerged far faster and harsher
than effects on electricity bills.

According to estimates from the Nomura Research Institute (NRI), if crude oil maintains $120-130 per
barrel, Japan's 2026 GDP will decline 0.6 percent. If the blockade lasts a year, gasoline prices will
exceed 328 yen per liter, and household costs will rise roughly 36,000 yen annually (about 330,000
won). The government had been holding down gasoline retail prices to 161-165 yen per liter through
subsidies, but estimates suggested prices would spike to 185-200 yen without them.

Prime Minister Takaichi declined President Trump's request to dispatch naval forces to the Strait of
Hormuz. She cited constitutional constraints. Instead, she promised diplomatic engagement with
countries around the Middle East. She said regional peace was essential to both Japan and the
international community. It was a moment that starkly revealed Japan's position: managing economic
crisis without military contribution.

CSIS identified structural changes this crisis would trigger. Expansion of nuclear power, controversial
since Fukushima in 2011, would gain momentum. In its Seventh Energy Basic Plan, released in
2025, the Japanese government had set a policy to maximize nuclear energy use to respond to data
center power demand and electrification trends. As of March 2026, 15 reactors were operational, with
3 more preparing to restart. The assessment was that this energy crisis would strengthen the energy
security case for reactor restarts and new construction.

During Iraq's invasion of Kuwait in 1990, the Strait of Hormuz itself did not close. Oil could be
physically moved. It was managed through strategic reserve releases and alternative sourcing from
non-Middle Eastern producers. 2026 is structurally different. Oil exists, and producing nations want to
export it, but it cannot be physically transported. Replenishing released reserves is impossible as
long as the blockade persists. Stocks only diminish. Eighty million barrels bought 45 days. If the
blockade extends beyond three months, massive drawdown of reserves and sustained price spikes
become unavoidable.

17.4 Vietnam and Myanmar: Work-from-Home Recommendations and Alternate-Day Driving Rules

Myanmar's National Defense and Security Council (NDSC) announced a nationwide fuel rationing
system on March 3rd, with implementation beginning March 7th. It was an Odd-Even Driving Rule
restricting civilian vehicle road use by license plate numbers. On odd-numbered dates, only vehicles
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with license plates starting with odd numbers (1, 3, 5, 7, 9) could drive; on even-numbered dates, only
even numbers (2, 4, 6, 8, 0) were permitted. Electric vehicles were exempt. Public buses, taxis,
tanker trucks, freight vehicles, construction vehicles, and emergency service vehicles like
ambulances and garbage trucks could operate daily.

On March 22nd, the military government went further. It mandated work-from-home on Wednesdays
for all civil servants and government employees, effective March 25th. "This measure aims to
conserve fuel. Civil servants and government employees are not permitted to travel or use vehicles
for non-official purposes on that day." These were the words in a statement published in the state
daily The Mirror. The government recommended that private enterprises adopt the same measure
where possible.

A civil servant in the capital, Naypyidaw, offered candid thoughts to Mizzima news agency: "I have
doubts about the work-from-home system. Most of our government work remains paper-based and
not digitized. Even though Wednesday is designated as work-from-home, I suspect many of us will
still have to come in."

The next phase reported by Bloomberg was tighter. A barcode and QR code-based fuel rationing
system. Vehicles would be restricted to refueling once or twice per week depending on engine size.
The Energy Ministry announced it had secured 50 days of fuel reserves and was pursuing additional
imports through alternative routes beyond existing channels. However, long lines were already
forming at filling stations in Yangon and Mandalay starting March 4th. In a country with over 600,000
registered civilian vehicles, fear of fuel scarcity spread rapidly.

Myanmar's situation differed qualitatively from other Asian nations because the country was already
in chronic foreign exchange crisis and civil conflict following the military coup. For a military
government struggling to secure hard currency under international sanctions and isolation, oil imports
requiring dollar payment were a double burden. When diesel fuel for generators powering hospitals
and cell towers ran dry, it was only a matter of time before basic state functions stopped. Some
domestic airlines halted operations, and rising fuel prices drove airfares to spike.

Vietnam faced a structurally different crisis. Rising as "the world's factory" and drawing production
bases from global companies like Samsung, Apple suppliers, and Nike, the country was forced to halt
its growth engine when energy supply chains seized up. According to Al Jazeera, Vietnam
announced it would secure roughly four million barrels of crude oil from non-Middle Eastern countries.
Sam Reynolds, a researcher at the U.S. Institute for Energy Economics and Financial Analysis
(IEEFA), pointed out this volume represented only about six days of Vietnam's consumption.
Accounting for reported reserves of 20 days' supply, the assessment was that without additional
crude inflow, "the risk of fuel shortage is very high."

The Vietnamese government recommended work-from-home for businesses and encouraged
citizens to use public transport, bicycles, and carpools. It began drawing down the Fuel Price
Stabilisation Fund. It granted "Priority Pass" privileges to coal shipments to reduce LNG consumption
and shift to coal power generation. Vietnam's Civil Aviation Authority (CAAV) warned that export
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restrictions from China and Thailand could cause jet fuel shortages after April. Vietnam imports more
than two-thirds of its jet fuel, with roughly 60 percent coming from China and Thailand.

Laos faced the most acute situation in the entire Mekong region. More than 40 percent of the
country's 2,538 filling stations had closed during the previous week, according to reports. At
remaining stations, long lines and rationed supply continued. Universities received directives to
reduce in-person classes to three days per week. Students were urged to use bicycles and public
transport. Civil servants were advised to work from home. Authorities in Champasak Province
imposed fines on three filling stations in the Paksong area for selling above government-regulated
prices.

Cambodia experienced a gasoline shortage crisis the previous week. Sokimex, a major oil and LPG
importer, announced it would suspend LPG supplies from April due to transportation disruptions.
Cambodia has no refining capacity. Based on 2024 figures, it had depended on Thailand and
Vietnam for over 60 percent of oil imports, but when both countries restricted exports, it had to quickly
reroute supplies through Singapore and Malaysia. Energy Minister Keo Rottanak said imports from
these countries were increasing and that partnerships with global suppliers like Total and Chevron
were helping mitigate immediate risks.

In poor nations, energy crisis was not mere inconvenience. It meant freedom of movement stripped
away, factories grinding to a halt, schools closing their doors, hospital generators running dry. It was
the process of a state's basic functions switching off, one by one.

17.5 China and Thailand's Oil Export Bans: Cascading Effects of National Self-Interest

Thailand locked the gates first, on March 6th. Then came China.

Bloomberg reported on March 5th that the Chinese government had instructed its largest refineries to
halt diesel and gasoline exports. It was only six days into the war. By March 11th, the ban had
expanded to all refined fuel products: gasoline, diesel, and jet fuel. It applied immediately to all cargo
not yet cleared by customs. Supplies bound for Hong Kong and Macau and bonded fuel for
international aircraft refueling were exceptions, but all other doors closed.

China was Asia's third-largest fuel exporter, after South Korea and Singapore. In 2025 it exported
roughly 41 million tons of refined petroleum products worth $22 billion. Primary export destinations
were Singapore, South Korea, Japan, and Southeast Asian nations like Vietnam and the Philippines.
This volume simply vanished from the market.

There was reason China could remain relatively calm, unlike other Asian nations. Analysis from The
Diplomat clarified this. When war began, China held combined strategic and commercial oil reserves
of roughly 1.2 to 1.3 billion barrels, about 100 days' worth of 2025 consumption. It further increased
crude reserves in January and February 2026. Daily imports of 11.99 million barrels plus domestic
production of 4.42 million barrels meant 16.41 million barrels daily were being supplied to refineries.
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Critically, Iran allowed crude oil destined for China to pass through the Strait of Hormuz despite its
effective blockade. This was a privilege unique to China, notable enough that some Western
governments took notice. Beyond the Middle East, a diversified import structure brought crude from
Australia, Central Asia, Russia, South America, and Africa. While Japan and South Korea sourced
nearly all natural gas imports via seaborne LNG, China sourced more than half its gas through land
pipelines like Russia's Power of Siberia 1. One strait could close, but other routes remained open.

Yet China's national-first decision hit the rest of Asia hard. According to Modern Diplomacy's analysis,
China's export ban sent Asian diesel derivative prices to $150 per barrel, jet fuel to $163, and
gasoline to $139.80 as of March 17th, a spike from pre-war levels of $79-92. Australia, Bangladesh,
and the Philippines had relied heavily on Chinese fuel supplies, and they took direct hits.

It was not just China. Thailand banned most refined fuel exports, except to Laos and Myanmar, and
South Korea capped exports at the prior year's level while considering further restrictions. Indian and
Japanese refineries preferred to avoid overseas sales, choosing instead to meet domestic demand or
capture inflated regional prices. A South Korean refinery official put it plainly: "Refineries must
prioritize supplying the domestic market when petroleum products are scarce." Analysts estimated
that combined, these measures could force up to six million barrels per day of reduced refining
capacity across Asia.

The cascade struck the weakest link first: Cambodia. With no refineries and no meaningful reserves,
the country had normally imported refined fuel from Thailand, Vietnam, and China. When all three
restricted or banned exports, Cambodia had to send ships to Singapore and Malaysia, paying
premium prices for fuel. In Laos, 40 percent of filling stations closed, and drivers waited for hours.
ASEAN's economic ministers warned that supply disruptions were "raising freight, insurance, and
logistics costs, placing inflationary pressure on energy, food, and other essentials." If the conflict
dragged on, they cautioned, it could "affect the livelihoods of millions in the region and undermine
ASEAN's economic progress."

On March 31st, Reuters reported that China appeared ready to extend its refined fuel export ban
through April. However, small exceptions might be granted upon request from regional nations.
Discussions were underway for limited April exports of diesel, jet fuel, and gasoline to Southeast
Asian countries. Permitted volumes would be 150,000 to 300,000 tons. Spot exports remained
prohibited. No one could guarantee whether this volume would be sufficient to ease the crisis.

Malaysian fertilizer manufacturers halted new orders due to supply chain disruptions and soaring raw
material costs. This led to rising palm oil production costs, ripples that could spread through global
food supply chains. Malaysian semiconductor firms worried about helium supply disruptions. While
not yet affecting actual operations, a prolonged crisis could change that. Petrochemical firms like
Singapore's Aster Chemicals and Energy and Indonesia's PT Chandra Asri Pacific declared force
majeure, notification that they could not fulfill contract obligations.

This was the landscape created by Asia's energy austerity. The integrated energy supply chain that
had been tightly woven through comparative advantage and free trade in peacetime unraveled in
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mere weeks. Nations watched neighboring factories shut down and fuel lines grow endless, yet found
no choice but to guard their own fuel tanks first. When energy grows scarce, supply chains tear at the
seams. And those seams are always where the poorest countries lie, the smallest economies, places
without reserves and without refineries.

The blockade that began at the Strait of Hormuz reached thousands of kilometers away: filling
stations in Bangkok, LPG suppliers in Phnom Penh, university classrooms in Vientiane, diesel
generators in Yangon. War in the Middle East was commanding Asia's daily life. And this destruction
of the ordinary was still only beginning.
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Chapter 18: Aviation Halted First
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18.1 Cebu Pacific and Philippine Airlines' Route Reduction

The afternoon of March 24, 2026, at Manila's Ninoy Aquino International Airport Terminal 3. The
departure boards were covered in red text. CANCELED. CANCELED. CANCELED. Cebu Pacific's
Manila-Cebu flight at 2:40 p.m. Canceled. Manila-Davao at 3:15 p.m. Canceled. Manila-Palawan at
4:00 p.m. Canceled. The terminal floor was a tangle of families sitting with backpacks, businessmen
talking loudly into their phones, and mothers in line at the counter holding their children. That day,
Cebu Pacific and Philippine Airlines abruptly canceled a significant number of domestic and
international flights.

At the same moment, at Malacañan Palace, President Ferdinand Marcos Jr. signed Executive Order
No. 110. Declaration of a national energy emergency. It was the moment the Philippines became the
first nation in the world to declare an energy emergency in response to the Iran war.

Marcos' remarks in an interview with Bloomberg Television were brief and direct. "Several countries
have notified us that they cannot supply fuel to our airlines. So aircraft must carry a full round-trip fuel
load from their departure points." And he added: "Aircraft being grounded is a sufficiently realistic
possibility."

Jet fuel (Jet A-1, a kerosene-type fuel used in aircraft) is a fuel that demands extremely rigorous
quality standards among middle distillates extracted from crude oil. It must not freeze at minus 50
degrees in the stratosphere, and impurities must be nearly perfectly removed. Asian airlines had
obtained most of this fuel either by refining crude oil from the Middle East or by importing finished
products from Middle Eastern refineries. When the Strait of Hormuz was closed, this entire supply
chain was cut off.

Refineries made a cold calculus. With crude oil supplies dwindling, they adjusted the valves in their
distillation towers to prioritize diesel and heating oil production while reducing jet fuel output. In this
process, known as yield shift,a decision about what products to extract more of from the same
amount of crude,jet fuel was the first product to be sacrificed. When you stop trucks, people go
hungry, but when you stop planes, no one dies immediately.

The Philippines suffered this blow earlier and more severely than any other nation. There were three
reasons.

First, the Philippines' oil self-sufficiency rate was near zero. The only operating refinery in the country
was the Petron facility on the Bataan Peninsula, and it could meet only 40 percent of domestic fuel



164

demand. The remaining 60 percent was imported as finished products from refineries in South Korea,
Singapore, China, and Malaysia. Yet 70 to 80 percent of the crude oil these countries' refineries used
came from the Persian Gulf through the Strait of Hormuz. With the strait closed, the countries that
could sell fuel to the Philippines essentially ceased to exist.

Second, the Philippines had no strategic petroleum reserve (SPR). The reserve figures Energy
Secretary Sharon Garin disclosed to the Senate were not government-owned reserves but
commercial inventory held by private refiners and distributors. Under the Oil Deregulation Law
enacted in the 1990s, private companies' legally mandated reserve was just 15 days of supply.

Third, the Philippines is an archipelago of 7,641 islands. Among the modes of transport connecting
these islands, aviation is not a luxury but a lifeline. Cities like Cebu, Davao, Palawan, Boracay, and
Mindanao are connected to Manila by air, and when these connections break, medical supply
transport, emergency relief, and industrial logistics all seize up simultaneously.

Cebu Pacific announced route reductions and flight frequency cuts from April through October. With
jet fuel prices soaring to more than double the 2025 average, the low-cost carrier's margins could not
sustain continued operations. Philippine Airlines also halted all Middle Eastern routes. Flights to
Riyadh, Dubai, and Doha were all suspended. On March 25, Philippine Airlines announced it had
secured jet fuel through the end of June but added it could guarantee nothing beyond that. No one
missed what the airline's statement meant when it said "the current global supply situation is
dynamic",it meant "we don't know either."

The jet fuel shortage shook another pillar of the Philippine economy: overseas Filipino workers
(OFWs). Millions of Philippine workers laboring in the Middle East, Hong Kong, Taiwan, and
Singapore and remitting dollars home were this country's hidden engine. In 2025, overseas
remittances exceeded $37 billion. But with planes grounded, workers could not depart. Workers
whose contracts were expiring crowded around Manila Airport, unable to board. Some had to
abandon their travel plans and return home. When remittances stopped, families' living expenses
stopped. When expenses stopped, domestic consumption declined. When consumption declined,
small business owners collapsed.

Resorts in Boracay and Cebu emptied. Tourism workers entered unpaid leave. Photos circulated on
social media of Cebu Pacific aircraft, marked with yellow tail fins, lined up on one side of the runway.
Someone commented on one of these photos: "When a bird loses its wings, it's just a chicken." In the
Philippines, aircraft were birds. And in March 2026, these birds' wings were broken.

It was not just the Philippines' story.

On March 25, Bloomberg reported signs of jet fuel hoarding across Asia. Korean airlines received
notices of fuel refusal at some overseas airports. South Korea's Ministry of Land, Infrastructure and
Transport began discussions about redirecting export jet fuel to the domestic market. The president
of Philippine Airlines revealed in an interview that they were reviewing fuel rationing. Vietnam's Civil
Aviation Administration warned that jet fuel shortages could begin in early April.
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Vietnam's situation was no less serious than the Philippines'. Vietnam imported more than two-thirds
of its jet fuel, and 60 percent of that came from China and Thailand. But China had halted refined oil
exports in March, and Thailand too had restricted refined petroleum product exports. Vietnam's two
major jet fuel importers, Petrolimex and Skypec, announced they could guarantee supply only for
March. They could not promise volumes after April.

On March 9, Vietnam's Civil Aviation Administration sent an urgent memo to the Ministry of
Transportation. "There is a risk of jet fuel shortage for Vietnamese airlines beginning in early April."
The memo instructed airlines to review their flight plans and told airport operators to secure additional
parking spaces for grounded aircraft.

On March 23, Vietnam Airlines announced it would suspend 23 weekly domestic flights starting April
1. Hai Phong-Buon Ma Thuot, Hai Phong-Cam Ranh, Hai Phong-Phu Quoc, Hai Phong-Can Tho, Ho
Chi Minh-Ban Don, Ho Chi Minh-Lak, Ho Chi Minh-Dien Bien. Most of these routes connected tourist
destinations. Beach resorts in Phu Quoc, Mekong Delta tours in Can Tho, and historical tours in Dien
Bien came to a halt due to jet fuel shortage. Viet Jet Airways also trimmed some routes. According to
Civil Aviation Administration documents, when jet fuel prices reached $160 to $200 per barrel,
Vietnam Airlines planned to cut an additional 10 to 20 percent of monthly flights. This meant potential
cancellations of up to 18 percent of international flights and up to 26 percent of domestic flights.

On March 15, Vietnamese Foreign Minister Le Hoai Trung asked Chinese Foreign Minister Wang Yi
for energy security cooperation. Prime Minister Pham Minh Chinh met with the Thai ambassador to
request jet fuel supply support. The Civil Aviation Administration said it was seeking alternative
sources from South Korea, Japan, Brunei, and India, but acknowledged that finding new suppliers in
the current market situation was extremely difficult.

On March 21, Vietnam signed a petroleum and gas production cooperation contract with Russia. And
that same week, gasoline prices had risen 50 percent since the war's outbreak, and diesel had risen
70 percent.

On March 18, SAS, the Scandinavian airline, announced it would cancel at least 1,000 flights in April.
CEO Anko van der Werff was terse: "Jet fuel prices doubled in ten days." SAS operates about 800
flights daily. In normal times, 1,000 flights would be half a day's schedule. But SAS' decision drew
attention not for its scale but for its reason: it was the first major European airline to cut routes purely
for fuel costs. Air New Zealand also announced it would cut 5 percent of all flights, about 1,100 flights,
from March 12 through early May. United Airlines CEO Scott Kirby wrote in a message to staff: "Here
is the reality: Jet fuel prices have more than doubled in three weeks."

Here are the figures on the jet fuel crisis. According to the International Air Transport Association
(IATA) Fuel Price Monitor, global average jet fuel prices rose 82.8 percent in a single month, reaching
$175 per barrel. The U.S. Energy Information Administration (EIA) raised its forecast for 2026
average jet fuel prices to $2.67 per gallon, 37 percent higher than previous projections. Jet fuel, which
normally accounts for 25 to 30 percent of airline operating costs, began to exceed 40 percent. Cathay
Pacific CEO Ronald Lam disclosed that March jet fuel costs were double the previous two months'
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average. Cathay Pacific had hedged only 30 percent of its crude exposure,its refining cost portion
had no hedging at all.

Korean airlines were no exception. In April, Korean Air raised its international fuel surcharge to a
maximum of 303,000 won per leg,more than triple the March maximum of 99,000 won. Asiana
Airlines also raised it to a maximum of 251,900 won. Jeju Air hiked surcharges by more than three
times depending on the route. The Incheon-Fukuoka fuel surcharge went from $9 to $29;
Incheon-Singapore climbed to $68. The Seoul Economic Daily reported that "fuel surcharges alone
on an Incheon-New York round trip could reach 500,000 won."

Jin Air cut 45 flights in April on routes such as Guam and Nha Trang. Air Premia reduced about 50
flights on Los Angeles, San Francisco, Bangkok, and New York routes in April and May. Air Busan,
Esteem Air, and Aero K also reduced or suspended routes to Southeast Asia and Japan. On March
31, Korean Air announced it was entering emergency management mode,the third airline after T'way
Air and Asiana Airlines. Korean Air's original business plan had assumed jet fuel at 220 cents per
gallon. The actual price was surpassing 450 cents.

Korea Herald reported that May fuel surcharges could reach the highest of 33 levels. The previous
record was level 22 during the 2022 Russia-Ukraine war.

What one Seoul household head told the Seoul Economic Daily compressed this situation. Mr. A,
who had planned a Tokyo trip the following month to celebrate his mother's birthday, checked an
airline reservation website and was shocked. Fares that had been in the 300,000-won range on
weekdays had jumped to 500,000 won. "For a family of four, that's an additional 800,000 won. I'm just
considering canceling the trip."

18.2 Complete Halt of Middle East Routes

Saturday night, February 28, 2026: Iran, Israel, Iraq, Jordan, Qatar, Bahrain, Kuwait, and the United
Arab Emirates simultaneously closed their airspace. Syria also shut its southern airspace near the
Israeli border for 12 hours. That day, 24 percent of flights to the Middle East were canceled. Flights to
Qatar and Israel saw half cancelled, Kuwait flights lost 28 percent. According to aviation data analyst
Cirium.

By March 3, more than 12,300 flights had been canceled at seven major Middle Eastern airports:
Dubai International, Hamad International (Doha), Zayed International (Abu Dhabi), Sharjah
International, Kuwait International, Bahrain International, and Dubai World Central-Al Maktoum
International. According to Flightradar24. By mid-March, cumulative cancellations surpassed 20,000
flights.

These numbers meant something. Dubai International Airport had been the world's busiest
international airport, serving 95.2 million passengers in 2025. Hamad International in Doha served
54.3 million; Zayed International in Abu Dhabi served 33 million. The three airports combined handled
182.5 million passengers annually,an average of 500,000 per day passing through them. When these
airports stopped or drastically cut operations, a hole opened in the global aviation network. CNN
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called it "the hole in the sky."

Over 30 years, Emirates (Dubai), Qatar Airways (Doha), and Etihad (Abu Dhabi) had built global
transit hubs connecting Asia, Europe, and Africa. Aviation consultant Mike Arnot explained: "Over 30
years, Middle Eastern airlines built customized carriers and hubs to connect the world." A significant
portion of passengers traveling from London to Singapore, Paris to Sydney, or Frankfurt to Seoul had
transited through Dubai or Doha. This model shattered.

Dubai and Abu Dhabi airports had actually been struck during Iran's retaliatory attack. Euronews
reported: "Both Dubai and Abu Dhabi airports were hit by Iranian attacks." Every time drone warnings
sounded over Hamad International in Doha, aircraft diverted to neighboring countries. Emirates,
attempting limited flight resumption with airspace closed, halted regular operations until March 7;
Etihad suspended flights on a similar timeline. Qatar Airways, with Qatar's airspace remaining closed,
could not determine when regular service would resume.

British Airways canceled flights to Amman, Bahrain, Dubai, and Tel Aviv through May 31 and to Doha
through April 30. Abu Dhabi flights were suspended through year-end. Austrian Airlines, part of the
Lufthansa Group, operated a crew evacuation flight from Muscat, Oman, to Vienna. Turkish Airlines
canceled flights to Iraq, Syria, Lebanon, Jordan, Doha, Dubai, Abu Dhabi, Kuwait, Bahrain, and
Dammam through March 19, and to Iran through March 20. Pegasus Airlines canceled flights to Iran,
Iraq, Amman, Beirut, Kuwait, Bahrain, Doha, Dammam, Dubai, Abu Dhabi, and Sharjah through April
12.

Tens of thousands of passengers were stranded at Middle Eastern airports. CNN described it as the
"largest repatriation operation since the COVID-19 pandemic" or the "largest since World War II."
Britain flew a government charter from Muscat, Oman, to London Stansted. The U.S. Embassy ran
buses for American citizens in Israel from Jerusalem and Tel Aviv to Egypt's Taba border. Canada
prepared charters once UAE airspace reopened. New Zealand deployed two Ministry of Defence
transport aircraft to the Middle East. Muscat airport became congested as evacuation and
repositioning aircraft poured in, prompting some restrictions on business aviation flights.

Sarah Goodwin, a crew member of Virgin Australia, stranded in Doha, posted a video on TikTok: "I
never imagined in my life I would hear the sound of missiles directly."

When the sky closed, the only way left was to go around. And going around was the start of a vicious
cycle.

After Russia's 2022 invasion of Ukraine, Russian and Ukrainian airspace had already been closed to
most international airlines. Parts of the eastern Mediterranean were also restricted due to the
Israel-Gaza conflict. Now, with Iranian, Iraqi, Kuwaiti, Syrian, Qatari, Bahraini, UAE, and Israeli
airspace additionally closed or severely restricted, the safe corridors across the Eurasian continent
became extremely narrow.

Aircraft flying between Europe and Asia had two remaining options. Northern route: going around
through the Caucasus and over Afghanistan into Central Asia. Southern route: going around through
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Egypt, Saudi Arabia, and Oman, then down along Africa's east coast. Both routes added 2 to 4 hours
compared to direct flights.

This added flying time meant exponential growth in jet fuel consumption. Average fares on the Hong
Kong-London route jumped 560 percent in a month, reaching $3,318. Bangkok-Frankfurt rose 505
percent to $2,870. The so-called "Kangaroo Route" from Sydney to London climbed 429 percent.
According to Alton Aviation Consulting.

Brian Terry, director at Alton Aviation Consulting, stated: "Even if the Iran war ends early, it will take
up to three months for lower prices to be reflected in jet fuel supply chains. The combination of
increased flight time from alternate routes, reduced seat capacity, and sustained high prices will
create ongoing upward pressure on fares for a considerable period." His forecast was that
Asia-Europe fares would remain 30 percent or higher above year-ago levels through October.

The insurance market delivered the final blow.

Just as marine insurance completed the naval blockade, aviation insurance completed the blockade
of the skies. The memory of Malaysia Airlines Flight MH17, shot down over eastern Ukraine in 2014,
remained deeply embedded in the insurance industry. Immediately after the war broke out, global
aviation insurers, including Lloyd's of London, refused to underwrite War Risk Insurance for all
commercial flights passing through Middle Eastern airspace or raised premiums tenfold to a
hundredfold. Indian airlines reported that War Risk Insurance premiums reached as high as 120,000
dollars for a round-trip flight by a single wide-body aircraft such as the Boeing 777 or Airbus A380.

Without insurance, aircraft cannot move a single meter from the runway. Insurance did not block the
skies through physical danger but through financial judgment. Missiles and drones blocked the sea,
but the insurers' calculators blocked the sky.

18.3 The Meaning of 45 Days of Reserves

March 24, 2026, a Philippine Senate hearing. Energy Secretary Sharon Garin took the witness stand.
Senator Lauren Legarda asked the question: "What is the worst-case scenario?" Garin's answer was
this: "The worst-case scenario is that the nation runs dry."

This single sentence shook Philippine society.

The numbers Garin presented were as follows: gasoline 53.14 days, diesel 45.82 days, kerosene
97.93 days, jet fuel 38.62 days, heavy fuel oil 61.49 days, liquefied petroleum gas 23.51 days. The
average was about 45 days. Kerosene was the most abundant at about 98 days, while liquefied
petroleum gas at about 24 days and jet fuel at about 39 days were the most urgent.

We must understand precisely what the 45-day figure meant. This was not 45 days of survival under
wartime rationing, but 45 days calculated on the basis of peacetime consumption levels. It meant that
with imports completely cut off, if consumption continued at normal rates, supplies would run out in 45
days. If rationing were imposed and demand suppressed, the period could be extended, but even
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then, two or three months represented the limit.

Moreover, these reserves were not government-owned strategic petroleum reserves. They were
entirely commercial inventory held by private refineries and distribution companies. The mandatory
stockpile required of private enterprises under the Petroleum Industry Deregulation Act was merely
15 days worth. The remaining 30 days consisted of commercial inventory that companies voluntarily
held, and the government lacked strong legal authority to forcibly requisition it.

Senator Legarda's rebuke followed: "You are saying this is not a crisis?" Just one day earlier, on
March 23, Malacañan Palace had officially announced that "there is no energy crisis." Within 24
hours, it had become a national energy emergency.

In a nation facing energy depletion, the question of "to whom should the remaining fuel be given first"
was not an economic problem but a political one. The Marcos administration had to confront this
issue.

The first priority was the working-class economy and food supply chains. The Philippines' public
transportation rests on jeepneys (modified American military jeeps introduced after World War II
converted into minibuses). Manila's working people could not commute without jeepneys. The
government provided cash subsidies of 5,000 pesos (about 83 dollars) to jeepney drivers, extended
operating hours for urban rail transit such as the MRT and LRT, and discounted fares. Diesel
subsidies were given priority for farmers and fishermen. Keeping the diesel generators of the National
Power Corporation (Napocor), which supplies electricity to island regions, operational was designated
as a critical task.

Second priority was industrial facilities and hospitals. Meralco, the power company supplying
electricity to Metro Manila, had already implemented a rate increase of 64 centavos per kilowatt-hour
in early March, and an additional 16 percent increase was announced for April. The inflation rate was
projected to reach 6.3 to 7.5 percent in March.

Aviation was placed at the bottom of these priorities. With diesel for trucks carrying rice running low,
fuel could not be spared for international flights. When the president acknowledged that "halting
aircraft operations is a realistic possibility," it was a declaration that he would accept the cessation of
aviation.

But the working people's anger could not be appeased by subsidies.

On March 19, PISTON (Pagkakaisa ng mga Samahan ng Tsuper at Operator Nationwide, the
Nationwide Association of Transportation Cooperatives and Operators), the jeepney drivers'
federation, launched a one-day strike. Chair Mody Floranda's demands were three-fold: abolition of
value-added tax and excise tax on petroleum products, a price ceiling of 55 pesos per liter, and
permission for a 5-peso fare increase.

Numbers lay behind the strike. Diesel that cost 57.60 pesos per liter in January rose to 126 to 130
pesos by late March. More than double. Gasoline jumped from 54.90 pesos to 94 to 99 pesos. Arturo
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Modello, a 52-year-old jeepney driver, told Al Jazeera: "I used to earn 600 pesos a day, but now I can
only make a third of that. I cannot even pay for my child's lunch." He explained his reason for striking
this way: "So a deaf government will listen."

On March 23, the No to Oil Price Hike Coalition was launched. It was an alliance of nationwide
transportation labor organizations including PISTON, Manibela, Laban TNVS, Kariders, and
Kagulong. A nationwide transportation strike spanning two days, March 26 to 27, was announced.

On the day of the strike, Manila was paralyzed. Commuters were stranded on Retex and Philcoa in
Quezon City and Sucat Road in Parañaque. Ateneo de Manila University excused students from
attendance due to transportation difficulties. Philippine Polytechnic University converted all classes to
online format from March 26 to April 1. In Cebu, too, most jeepneys ceased operations, and only
motorcycle taxis (habal-habal) and modern jeepneys crowded the streets in overloaded conditions.

On Friday, March 27, thousands of protesters marched to Malacañan Palace (the presidential
residence). Their demands were price controls on oil, abolition of fuel taxes, and stricter regulation of
the refining industry. Someone in the crowd waved the Iranian flag. The No to Oil Price Hike Coalition
claimed that the cause of the Philippines' economic suffering lay in "America's invasion of Iran."

The U.S. Embassy issued a travel alert on March 26: "A nationwide transportation strike is scheduled
for March 26 to 27. Complete paralysis of public transportation, additional traffic congestion, and
protests including near the embassy are anticipated."

On March 25, President Marcos signed legislation that would allow temporary suspension of fuel
excise taxes if crude oil prices exceeded certain thresholds. A four-day work week and expanded
work-from-home arrangements were also under consideration. However, the labor organizations
leading the strike judged that these measures were insufficient. There was a fact that even Energy
Secretary Garin acknowledged. Diesel in Singapore costs about 2.7 dollars per liter, while in the
Philippines it costs 2.3 dollars. The prices appear similar, but gas station prices in Malaysia, Vietnam,
and Thailand were half that level. The difference stems from government subsidies. Unlike its
neighbors, the Philippines has no government subsidies for petroleum products. This is because the
Deregulation Act places all pricing decisions entirely in the hands of private companies. Emmanuel
Layo, a professor of economics at Cebu University and chief economist for the Philippine Credit
Rating and Investment Service (CRISP), told Al Jazeera: "The culprit is the 1998 Petroleum Industry
Deregulation Act. Even minor price adjustments create serious problems. Half the population lives in
poverty."

The 45-day countdown was not a problem unique to the Philippines. Other Asian nations were
making similar calculations. The difference lay in the size of reserves and the government's capacity
to respond.

Japan held about 230 days worth of oil reserves, placing it among Asia's more adequately stocked
nations. This figure combines national and private reserves. South Korea held approximately 90 days
worth of strategic and private reserves. China's estimates vary, but it holds over 120 days worth of
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reserves and could partially substitute with Russian crude oil imports.

By contrast, the Philippines' 45 days, Vietnam's guarantee of March's aviation fuel, and Pakistan and
Bangladesh's fragile reserve structures showed where the energy crisis would arrive first and linger
longest. The Wikipedia entry for "Economic Impact of the 2026 Iran War" summarizes it this way:
"Among energy-importing nations dependent on the Strait of Hormuz, the vulnerable ones are in
Asia."

On March 23, the Philippines began importing Russian crude oil for the first time in five years. The
tanker Sara Sky, departing from Russia's Kozmino port, carried 100,000 tons of ESPO Blend
(Russian Far East crude), roughly 750,000 barrels, headed for the Petron refinery on the Batangas
Peninsula. Here was a situation in which America's ally was importing Russian oil to ease the
economic pain of a war America had started. No one explained this irony.

Vietnam also signed a petroleum and gas production cooperation agreement with Russia that same
week. It requested fuel assistance from Qatar, Kuwait, Algeria, and Japan. The Philippines'
Department of Energy engaged in emergency G2G (government-to-government) talks with the
governments of South Korea, Japan, and China.

The fact that aviation fuel ran out first revealed the anatomy of the energy crisis. When energy
becomes depleted, what dies first is what sits highest, what is most refined, and what is hardest to
replace. Aviation fuel meets all three criteria. A high-grade fuel that operates at 50 degrees below
zero, the only form of transportation with no alternative energy source, a supply chain that requires
months to recover once disrupted.

And when aviation stops, the reality of globalization is exposed. Globalization is a structure built on
the premise that people and goods can move anywhere on earth within 24 hours. Semiconductor
components arriving from Thailand to Japan in a day, emergency medicines shipped from Incheon to
Manila the same day, business people crossing from Seoul through Dubai to London in a single
day,this was the everyday reality of globalization. In March 2026, that everyday reality came to a stop.

Empty airport gates, aircraft lined up along the runway, red letters on the departure boards. This was
not merely a question of travel inconvenience. When a 21-mile waterway was blocked, the skyways
were blocked too. When the flow of energy was cut, the world's connections were severed. The
aviation crisis of March 2026 revealed this truth sooner and more plainly than anything else.

The Philippine Energy Secretary's remark in the Senate hearing that "the nation runs dry" was not a
metaphor. After 45 days, it truly does run dry. And those 45 days were the time to decide who would
live first.
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Chapter 19: Windfalls Lost to Smoke
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19.1 Russia's Opportunity

On February 28, 2026, as the United States and Israel's Operation Epic Fury struck Iran and the
Strait of Hormuz began to close, energy officials in Moscow on the opposite side of the globe could
not believe their eyes. The Brent crude price on their monitors rose from the 80-dollar range to break
past 100 dollars in a single day. Before the first week of March ended, Brent crude had reached $108
per barrel, and Urals crude, Russia's main export grade, had crossed the $100 mark.

Just ten days earlier, Urals crude had been in a pitiful state. Under Western sanctions and an oil price
cap, Urals crude sold for $28 per barrel cheaper than Brent crude. Between January and February
2026, Urals trading prices hovered between $53 and $59 per barrel. The oil price Russia's
government had assumed when drafting its 2026 budget was $59 per barrel. Reality fell short of that
figure. During the first two months of 2026, Russia's budget deficit reached $35 billion, and Sergey
Vakulenko, an energy analyst at the Carnegie Russia and Eurasia Center, forecast that Russia's total
2026 budget deficit would exceed $100 billion.

Then the Strait of Hormuz closed. A shipping lane carrying 20 million barrels per day had been
blocked.

Asia's major oil-importing nations, cut off from Middle Eastern petroleum, turned in unison. China,
India, Thailand, Vietnam. Their gaze shifted toward Russia. China's imports of Russian crude rose 22
percent in March compared to the previous month. India surged 82 percent. Brazil jumped 32
percent, and Singapore nearly tripled. Luke Wiekenden, an analyst at the Centre for Research on
Energy and Clean Air (CREA), explained to CBS News: "The 10 to 20 percent discount attached to
Russian crude oil completely disappeared. It is now trading at almost the same level as Brent crude."

The numbers told the story. According to CREA data, in the first 24 days after the Iran war broke out,
Russia's average daily oil export revenue reached 388 million euros. This was 20 percent higher than
the February average. The Financial Times called Russia the war's "biggest beneficiary" and reported
that daily revenues increased by $150 million. Bloomberg's vessel tracking data was more striking.
During the week through March 15, Russia's maritime crude export revenue reached approximately
$2.07 billion, an increase of $890 million from the previous week. This was the largest weekly
increase since Russia's full-scale invasion of Ukraine in February 2022.

The Kremlin did not hide this windfall. Spokesman Dmitry Peskov publicly acknowledged that "our oil
companies are capturing additional revenues in the current price environment," and President Putin
encouraged oil producers to "take maximum advantage of this upswing." However, he attached the
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caveat that this spike was "temporary." How prescient that qualification would prove to be became
clear just days later.

The arithmetic of the energy market was ruthlessly clear. Russia had not fired a single shot at the
Strait of Hormuz. The war unfolding in the Middle East was not Russia's war. Yet that war presented
Russia with a historic windfall in crude prices. The coffers that had grown empty from the costs of
invading Ukraine were refilling thanks to another nation's conflict. President Zelenskyy summarized
the situation this way: "According to our intelligence, with sanctions and our long-range strikes,
Russia was expecting a deficit exceeding $100 billion in 2026 alone. Yet in the past 14 to 15 days,
they earned about $10 billion. It means they can cover that deficit if the war continues."

General Richard Shirreff, former deputy commander of NATO's European forces, appearing on
CNBC, offered an analogy: "The Russian economy is like a climber in the death zone above 8,000
meters. The body is consuming itself, and there will be fatal damage in the long term. But at this
moment, they are gaining economically." A windfall earned in the death zone. This was the precise
coordinate of Russia's paradox in early March 2026.

19.2 America's Easing of Sanctions on Russia

On the night of March 12, 2026, a document appeared on the U.S. Treasury Department's website.
Its official name was a General License. The content was this: Effective March 12, the purchase and
delivery of Russian crude oil and petroleum products already loaded on vessels and at sea would be
permitted for 30 days through April 11.

Treasury Secretary Scott Bessent called this measure a "narrowly designed short-term action." He
added: "It applies only to oil already in transit, and it will not provide substantial financial benefits to
the Russian government."

Market reaction was the opposite of his words. Indian refiners moved immediately after the license
appeared. The United States had granted India a separate 30-day exemption a week earlier on
March 5, and from that point, Indian purchases of Russian crude were already surging. According to
CREA data, India's average daily import of Russian crude during the first three weeks of March
increased 82 percent compared to the February average. Buyers who had previously paid discounted
prices while nervously watching over their shoulders for sanctions risks now began confidently
purchasing Russian crude with permits from the U.S. government.

Bloomberg's data collided head-on with Bessent's language. The $28-per-barrel penalty (in effect a
discount) that sanctions had imposed on each barrel of Russian crude shrank rapidly after the license
announcement and fell to $4.80 on March 13, the lowest in four months. Urals crude had broken past
$100 and was selling at nearly double the $59 price Russia's government had assumed in its budget.
As noted earlier, maritime export revenues rose by $890 million in a week.

The structure of this situation can be summarized in one sentence: The United States bombed Iran,
the Strait of Hormuz closed, oil prices spiked, and to lower prices, the U.S. eased sanctions on
Russia, filling Russia's coffers.
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President Zelenskyy directly criticized the measure at a joint press conference with French President
Emmanuel Macron in Paris. "This easing alone could provide Russia with approximately $10 billion
for war. This does not help peace." He added another point: "Russia spends oil sales revenues on
weapons. Those weapons are all aimed at us. Easing sanctions so that more drones fly later,in my
view, that is not the right decision."

German Chancellor Friedrich Merz spoke more bluntly during a visit to Norway. "Six of the G7's
members expressed very clear views that this is the wrong signal. The U.S. government decided
differently. This is now a price issue, not a supply issue. I want to know what additional motivation
drove the U.S. government's decision."

Kari Hierman, senior fellow at the Brookings Institution, analyzed the situation as a clash of three
priorities: low gasoline prices, war with Iran, and pressure on Russia to end the Ukraine war. "The
United States chose low gasoline prices and the Iran war. It is the kind of decision you have to make
in a world where economic statecraft plays a large role."

Oil was not the only issue. With the Strait of Hormuz closed, supplies of Qatar's fertilizer feedstock
had been cut off. Spring planting season was approaching in America's Midwest. Without fertilizer,
farming cannot proceed. The United States had to shift course and import fertilizer from its adversary
Russia. Russian helium, aluminum, and nitrogen fertilizer exports were also contributing to national
revenue. The scale was smaller than oil, but the direction was the same. While American bombs fell
on Iran, Russian bank accounts were being filled.

Linas Kojala and Vytautas Lesevičius of the Atlantic Council warned of the danger of this paradox in
an analysis dated March 20. "Emergency measures for short-term market management can be
understood. But they must be precisely that. Temporary, narrow, and limited to cargo already in
transit. Converting this into broader sanctions relief would be rewarding Russia at the very moment
when financial pressure is finally beginning to work in the Ukraine war." They identified a vicious
cycle: once easing begins, it pulls discussion toward broader political negotiations with Moscow,
which naturally leads to discussion of additional sanctions lifting, and the two tracks feed each other
in a cycle difficult to escape.

Criticism erupted within the United States as well. Senator Jean Shaheen, a Democrat, issued a
formal statement: "While Putin helps Iran target U.S. forces in the Middle East, the President is filling
the Kremlin's war chest. Instead of tightening Russia's faltering economy, the war the President
recklessly started is delivering a windfall to Putin, and American households face higher prices."

As examined earlier in Part Four, the economic impact of the Strait of Hormuz blockade produced an
unintended second ripple here. The first ripple was a spike in oil prices and an energy crisis in Asia.
The second ripple was the internal collapse of the sanctions regime against Russia that the United
States itself had built. The world's mightiest nation could not sustain an economic war against a rival
in the face of a physical shortage of 20 million barrels per day.
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An Axios analysis captured the heart of the situation: "If you relieve sanctions, the stigma disappears
too. Once gone, that stigma is hard to restore." When the 30-day grace period expired on April 11,
could the U.S. government truly restore sanctions to their original state? This was a question that
Washington and Brussels policymakers had not answered by mid-March.

19.3 Yet Oil That Cannot Be Exported

Between the night of March 22 and the early morning of March 23, 2026, the sky over the Leningrad
region turned red. Two hundred forty-nine Ukrainian drones flew toward Russian territory through the
night, with many striking precisely at Primorsk Port, about 130 kilometers west of Saint Petersburg.
Primorsk is Russia's largest Baltic Sea crude oil export terminal. Daily export capacity is one million
barrels of crude and 300,000 barrels of diesel. It is the terminus of the Baltic Pipeline System (BPS)
operated by Transneft and a major departure point for the so-called shadow fleet carrying Russian oil
to avoid sanctions.

The drones struck fuel storage tanks and crude loading infrastructure simultaneously. According to
satellite images, at least five of eighteen visible tanks were damaged. Leningrad Region Governor
Alexander Drozdenko wrote on Telegram that "fuel tanks were damaged and fire broke out." As
firefighters worked to extinguish the blaze, port personnel were evacuated. Ukraine's General Staff
announced: "The Transneft-Primorsk oil terminal was struck, and damage to both the tank farm and
crude loading infrastructure was confirmed."

According to vessel data confirmed by Bloomberg, tanker loading at Primorsk ceased immediately.
Satellite imagery from NASA's Fire Information for Resource Management System (FIRMS) detected
fires at both the crude loading terminal and the petroleum products terminal. The fire burned for more
than a day.

Two days later, between the night of March 24 and 25, a second strike came. The target this time
was Ust-Luga port, about 80 kilometers south of Primorsk. Ust-Luga is another critical Russian Baltic
Sea export port, handling approximately 700,000 barrels of crude per day and hosting Novatek's gas
condensate and petroleum products processing facilities. During 2025, 33.9 million tons of petroleum
products were exported from Ust-Luga, and 16.8 million tons from Primorsk. Combined, the two ports
handled two million barrels of Russian crude per day bound for world markets.

Ukraine's Security Service (SBU) and General Staff confirmed that long-range drones from the Alfa
Special Operations Center, flying more than 900 kilometers, struck Novatek's petroleum products
facilities at Ust-Luga. Storage tanks and loading equipment were engulfed in flames. The column of
fire and smoke was observed from Saint Petersburg itself, and Russia's Emergency Ministry issued
an "air pollution alert" to residents. Pulkovo International Airport suspended takeoffs and landings for
hours due to drone threats.

And before a day had passed, a third strike followed. Between the night of March 25 and 26, drones
targeted the Kirishi refinery in the same Leningrad region. The facility, formally known as KINEF
(Kirishinefteorgsintez), is owned by Surgutneftegas and is Russia's second-largest refining facility.
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With an annual processing capacity of about 20 million tons, or roughly 350,000 barrels per day, it
handles 6.6 percent of Russia's total crude refining, and in 2024 produced two million tons of
gasoline, 7.1 million tons of diesel, 6.1 million tons of fuel oil, and 600,000 tons of bitumen.

According to Reuters, drones struck two primary processing units and multiple secondary facilities
with fire, bringing the refinery to a complete halt. Ukraine's General Staff later issued detailed damage
assessment: the primary crude distillation units ELOU-AVT-2 and ELOU-AVT-6 were damaged,
along with bitumen production facilities, hydroprocessing units, and the gas fractionation system. An
industry official said "the repair timeline is difficult to estimate."

Five days, three strikes. Primorsk, Ust-Luga, Kirishi. All three were in the Leningrad region, and all
were more than 800 to 1,000 kilometers from the Ukrainian border. It was an operation testing the
maximum reach of Ukrainian long-range suicide drones.

The timing of the attacks carried clear strategic intent. President Zelenskyy told Reuters:
"International pressure on Russia is decreasing." The United States had eased sanctions, Russia's
coffers were filling from the oil price spike, and international attention on the Ukraine war had shifted
to Iran. Zelenskyy laid out the logic of the attacks more directly in a CNN interview: "We responded to
their attacks on energy infrastructure. We responded with a powerful strike reducing Ust-Luga's
capacity. After our strike, only 40 percent of that facility's capacity remains."

The Baker Institute at Rice University, in a February 2026 report, conceptualized this strategy with the
term "Kinetic Sanctions." Legal sanctions create price discounts, and those discounts present
opportunities for arbitrage to intermediaries operating shadow fleets and paper companies. Starting
new paper companies and changing a tanker's flag is quick and cheap. But replacing energy assets
destroyed by explosives is slow and expensive. "Kinetic sanctions through large-scale physical
strikes can effectively isolate Russia from the market, and there is a crucial strategic impact there."

If sanctions were a war on paper, drones were a war in iron and gunpowder. Sanctions that the
United States and Europe enforced slowly through courts and compliance divisions, Ukraine enforced
in hours through drone operations teams. If crude oil physically cannot reach markets, shadow fleets
are meaningless no matter how numerous. The window for arbitrage closes.

Reuters tallied the results in a March 25 article. Ukrainian drone strikes, ship seizures, and Druzhba
Pipeline closures combined had halted roughly 40 percent of Russia's total oil export capacity,
approximately two million barrels per day. Reuters called it "the most severe oil supply disruption in
modern Russian history."

Break down how that 40 percent figure was composed. The Baltic ports of Primorsk and Ust-Luga,
struck by drones, repeatedly suspended loading. The Black Sea port of Novorossiysk had schedule
disruptions following drone attacks in early March. The Ukrainian section of the Druzhba Pipeline,
damaged by Russian airstrikes on January 27, had halted oil shipment to Hungary and Slovakia
entirely. Added to this, European navies detaining Russian shadow fleet tankers created additional
maritime bottlenecks. Russia's remaining major export routes were the pipeline to China and the
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Kozmino port in the Far East, whose combined exports totaled approximately 1.9 million barrels per
day.

Primorsk, according to March 26 Bloomberg reporting, partially resumed loading when the Suezmax
tanker Minerva Georgia docked, but Transneft said it was trying to reroute crude through other
channels. Yet the resumption was short-lived. Between the night of March 26 and 27, Ukrainian
drones struck both Primorsk and Ust-Luga again simultaneously. It was the third attack in five days.
NASA satellite data confirmed fresh fires at both ports. Pulkovo Airport suspended operations again.

Euromaidan Press, analyzing this attack pattern, reported: "This pace suggests Kyiv is trying to
destroy Russia's Baltic Sea oil export ports to an irreplaceable degree."

Drones flew not only over Russian territory. At 3:43 a.m. on March 25, a drone crashed into the
smokestack of the Auvere coal-fired power plant in Ida-Viru County in eastern Estonia. It had come
from Russian airspace. Estonian Prime Minister Kaja Kallas announced that the drone apparently lost
its way during the Ust-Luga strike on Russia. The same day, a drone from Russian airspace crossed
into Latvia and crashed with an explosion near the border. No injuries were reported. Two days
earlier, on the night of March 23, a Ukrainian drone had also crossed over Belarusian airspace and
crashed in the Varėna region of southeastern Lithuania.

All three Baltic states experienced drone intrusions within 48 hours. Ukrainian drones fell on NATO
member territory. Russian GPS jamming and spoofing were identified as the cause. When Russian
electronic warfare equipment disrupts or falsifies satellite navigation signals, drones lose their
position or fly on incorrect coordinates. In a situation where the distance from the Ukrainian border to
the target spans 1,000 kilometers, a small navigation error can be amplified into a deviation of tens of
kilometers.

Russian state TV broadcast claims that "the Baltic states opened their airspace for Ukrainian drone
flights." The Baltic states flatly denied this and requested air defense system support from the
European Union. Estonia's defense commander acknowledged that intercepting drones near the
Russian border faces "legal and tactical constraints." "We cannot engage drones in any place where
there is even the slightest risk of unintended escalation." Drone debris over the Baltic Sea was
evidence that this war was physically spreading beyond the Russian and Ukrainian border into
NATO's eastern flank.

The Russian government's response was twofold. First, the Defense Ministry announced it had shot
down 389 Ukrainian drones overnight, but the fires at the port did not stop. Second, Vice Premier
Alexander Novak, after consulting with oil companies, pushed forward a plan to completely ban
gasoline exports beginning April 1. This ban, reported by state news agency TASS, had been
implemented once in September 2025. That time, too, it was because domestic gasoline supply ran
short due to Ukrainian strikes on refineries. Kommersant explained the reason for this ban as follows:
as export prices surged, producers diverted gasoline to foreign markets instead of the domestic
market, creating a shortage in domestic supply.
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Here the complete circuit of paradox emerges. The Iran war drove up oil prices. Russia gained a
historic opportunity to sell oil at high prices. The United States even lifted sanctions on Russia to try
to lower prices. Yet Ukrainian drones burned the export ports, making it impossible to ship oil. There
was expensive oil to sell, but the port to load it onto ships was burning. To make matters worse, the
Druzhba pipeline had been cut off since January, and European navies were seizing shadow fleet
tankers.

Zelensky clarified the logic of this strategy in a press conference in mid-March. "Without sanctions,
the only thing fighting Russia's moneymaking is Ukrainian weapons. So our strategy does not
change. If Ukraine does not counterattack, no one will fight Russia's economy."

Al Jazeera analyzed Ukraine's strikes in a March 27 report as "designed to prevent Russia's war
chest from being refilled." Brent crude stood at $108.01 per barrel as of March 26. On February 27,
the day before the Iran war erupted, it was $70.71. It rose 53% in a month. If Russia could only sell oil
at this price, its fiscal deficit would vanish. The $100 billion deficit Zelensky mentioned would be
covered. Putin would secure funds to continue the war. For Ukraine, that was the one thing it had to
prevent.

Russia still had other export routes. Pipelines to China and far eastern exports through Kozmino port.
About 1.9 million barrels a day. This volume was beyond drone range. Russia's oil exports did not
stop completely. But the blockade of the western route meant most maritime exports to Europe, India,
and Africa were cut off. There were physical limits to how much could be loaded in Kozmino.

On March 29, Ust-Luga came under drone attack again. Same port, same facilities, same pattern.
Fires broke out again, and shipping halted again. Another attack was reported on March 31.
Bloomberg reported that Ust-Luga had suffered "additional damage."

This is why the chapter is titled "Windfalls Lost to Smoke." What the Iran war delivered to Russia was
a historic opportunity for high prices. What the U.S. sanctions relief added was a license to sell oil
legally. But what Ukraine's long-range drones took away was the physical passage itself to send that
oil to world markets. The price had risen. Permission was granted. But the ports were burning. The
black column of smoke rising over the Baltic Sea was the very image of Russia's windfalls
disappearing.

Bakulenko from the Carnegie Center acknowledged to CNBC that Russia's short-term gains from the
Iran war were "palpable," yet diagnosed that they did not address structural crisis in the Russian
economy. Inflation stood at 5.9%, and the central bank's base rate remained fixed at 15% with no
decline in sight. Conversion to wartime military production, rising food prices, labor shortages,
cumulative sanctions effects. Money earned from high prices was insufficient to offset all of this.

General Syrskyi of NATO's simile comes to mind again. The death zone at 8,000 meters above sea
level. The body is consuming itself. High oil prices amounted to handing one oxygen tank into his
hands. But even that tank had a hole. The hole was drilled by a drone worth tens of thousands of
dollars. The windfall that the Iran war gifted was scattering into thin air along with the smoke rising
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from Baltic ports.
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Chapter 20: The Paralysis of 40 Percent
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20.1 Simultaneous Strikes on Russia's Three Major Western Export Ports

On the night of March 22, 2026, the sky across the Gulf of Finland turned orange. Heikki Autto, chair
of the Finnish Parliamentary Defense Committee, told Reuters that he witnessed with his own eyes a
massive black column of smoke rising toward Primorsk from the Finnish coast. Jukka-Pekka
Lumilahti, commander of the Finnish Gulf Coast Guard, described it as "a massive fire, with a
massive volume of smoke." The source of that smoke was Primorsk, Russia's largest Baltic oil
loading terminal.

Primorsk is the terminus of the Baltic Pipeline System. It has nine berths capable of loading one
million barrels of crude per day, eighteen storage tanks with a capacity of fifty thousand tons each,
and annual processing capacity of up to seventy-five million tons. It is a key export hub for Russian
Urals crude and low-sulfur diesel, and the departure point for the shadow fleet that carries oil to India
and China to evade Western sanctions. Ukrainian drones struck this port's tank farm and loading
infrastructure with precision. Ukraine's General Staff announced via Telegram that "damage has been
confirmed to both the tank farm and loading infrastructure of the Transneft-Port Primorsk oil terminal."

The fire could not be contained. Days passed, and the blaze continued to burn, with loading
operations completely halted.

Before the fire at Primorsk was even extinguished, a second strike followed. In the early morning
hours of March 25, the port of Ust-Luga, located on the coast of the same Leningrad Oblast, came
under drone attack. Ust-Luga is another major oil export hub operated by Transneft. It processes
approximately seven hundred thousand barrels of crude per day and exported thirty-two million nine
hundred thousand metric tons of petroleum products during 2025 alone. Novatek PJSC's gas
condensate processing facility is also located there. Ukraine's General Staff confirmed that drones
struck Novatek's petroleum product facilities, with fires breaking out in storage tanks and loading
equipment.

Bloomberg reported that "Ukraine conducted its most intensive aerial assault in over a year, setting
fires at portions of the Ust-Luga port facilities." Alexander Drozdenko, governor of Leningrad Oblast,
wrote on Telegram that "the port sustained damage," but he did not disclose the specific extent of the
damage. Instead, the numbers spoke for themselves. The smoke rising from Ust-Luga's thirty-three
fuel storage tanks was observed from dozens of kilometers away off the Finnish coast, according to
reporting by Helsingin Sanomat.
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But this was not the end. Ukrainian forces repeated second and third assaults timed precisely to
when Russian firefighting crews attempted to extinguish the fires and resume loading. Primorsk and
Ust-Luga briefly resumed loading operations early in the week, but when drones swarmed again on
Wednesday night, operations halted once more. According to Reuters, this was "one of the largest
aerial assaults on Russian oil export facilities in four years of war."

While fires raged in the Baltic, the same was happening in the Black Sea.

In early March, Novorossiysk, Russia's largest Black Sea export port, came under drone attack by
Ukraine's Security Service (SBU). Novorossiysk is a port capable of loading approximately seven
hundred thousand barrels of crude per day and, since the naval base in Crimea was neutralized by
Ukrainian drones, has become the primary deployment site for Russia's Black Sea Fleet. Drones
operated by the SBU's Alpha Special Operations Center struck the port's oil terminal, warships, and
air defense systems simultaneously. Mayor Andrey Kravchenko of Novorossiysk confirmed that
explosions continued for hours, and video recorded by local residents showed flames shooting from
port terminals and the sound of explosions echoing across the city.

Novorossiysk's Sheskharis oil terminal is Russia's largest petroleum transshipment facility in the
south. The Caspian Pipeline Consortium (CPC) terminal is also located here. The CPC handles the
majority of Kazakhstan's crude exports, and U.S. oil majors Chevron and ExxonMobil hold stakes in
it. Approximately one percent of global oil supply passes through this terminal. When Ukraine struck
this terminal in November 2025, the U.S. State Department sent a demarche to Ukraine's
ambassador to the United States stating "refrain from attacking American economic interests." But in
March 2026, with oil prices spiking from the Iran war and the Strait of Hormuz blockaded, Ukraine's
strikes did not cease.

Following the assault on Novorossiysk, port authorities restricted nighttime vessel passage and
permitted only limited arrivals and departures during daylight hours. The port's export efficiency
plummeted to below fifty percent.

That these three ports were struck simultaneously was no coincidence. Primorsk and Ust-Luga are
twin hubs connected by the Baltic Pipeline System. According to Bloomberg's analysis of shipping
data, these two ports were processing approximately forty-five percent of Russia's maritime crude
exports, or 1.72 million barrels per day, right up until the attacks. Add Novorossiysk's seven hundred
thousand barrels, and the combined processing capacity of these three ports alone exceeds half of
Russia's total maritime oil exports. Ukraine struck all three simultaneously, repeatedly, and in
succession before defensive measures could be restored.

Ukraine's long-range drone technology, which had evolved steadily since 2025, made this operation
possible. Drones that once flew only in straight lines using pre-programmed coordinates now
performed zigzag flight patterns and evasive maneuvers under real-time operator control. The steel
mesh netting and defensive structures Russia had installed around critical storage facilities proved
useless against swarming drone tactics. When leading drones became entangled in the defensive
net, subsequent drones exploited those gaps to strike the vulnerable points of tanks and pump
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installations with precision.

Russia's Defense Ministry announced that it had shot down 389 Ukrainian drones in a single night.
But regardless of the number shot down, Primorsk and Ust-Luga were burning. The question was not
how many had been destroyed, but how many had reached their targets.

On the night of March 25, two drones launched by Ukraine veered off course and fell in Estonia and
Latvia. In Estonia, one struck a power plant but caused no damage. Latvian authorities announced
that "a Ukrainian drone appears to have deviated from its flight path." Smoke visible from the Finnish
coast over 1,000 kilometers from Primorsk, with drones falling on neighboring territory,a scene that
illustrated just how far the physical radius of this war had expanded.

That same week, Ukraine did not limit itself to targeting Baltic ports. The Saratov refinery, the
Bashneft-Ufaneftekhim refinery in the Bashkortostan Republic, and the Kirishi refinery came under
successive air strikes. The Kirishi refinery handles 6.6 percent of Russia's total refining capacity and
has processing capabilities of approximately seventeen million seven hundred thousand metric tons
annually, or about three hundred fifty thousand barrels per day. Bashneft-Ufaneftekhim is a critical
facility supplying fuel and lubricants to Russian forces and lies some 1,400 kilometers from the
Ukrainian border. Ukrainian drones traversed this distance without difficulty.

Ports burned, refineries shut down, and export terminals were destroyed. In mere days, Russia's
western coastal oil export infrastructure had turned to ash, and tankers began avoiding the ports
entirely due to fire hazards.

MarineTraffic ship-tracking data illustrated the result in numbers. More than fifty tankers sat waiting in
the Gulf of Finland with Primorsk or Ust-Luga marked as their destination. They had come to load
crude, but the ports they were meant to load at were burning.

20.2 Two Million Barrels Per Day Offline

In its March 25 report, Reuters calculated as follows: the halting of loading at Primorsk and Ust-Luga,
the delay in loading at Novorossiysk, and the virtual cessation of exports to Hungary and Slovakia via
the Druzhba Pipeline. Adding all of this together, approximately forty percent of Russia's total oil
export capacity,roughly two million barrels per day,was currently offline. Reuters described this as
"the most severe disruption to oil supplies in modern Russian history."

To understand this figure, one must examine the timing.

On February 28, 2026, as U.S. and Israeli strikes on Iran shut down the Strait of Hormuz,
international crude prices began to soar. Brent crude jumped from $70.71 per barrel on February 27
to $108.01 on March 26. With a critical chokepoint through which one-third of global maritime oil
shipments pass suddenly closed, the value of remaining supplies spiked. Russian Urals crude, which
had previously traded at a substantial discount to Brent, saw that discount gap narrow sharply
following the Iran war, eventually trading at near parity to Brent.
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Under normal circumstances, this would have been a windfall opportunity for Russia, struggling with
cash shortages under Western sanctions. Fortune cited Usha Haley, a professor of international
business at Wichita State University, reporting that "Russia stands as the largest short-term
beneficiary of the Iran conflict." Professor Haley stated, "This amounts to a rescue of Russia's oil
revenues, which had been in decline for an extended period."

But Ukraine destroyed Russia's export infrastructure physically at precisely this moment.

No matter how high prices climb, it does nothing if the ports needed to ship crude are burning.
Russian oil companies had to declare force majeure on supplies from Baltic ports,formally
acknowledging a complete state of emergency rendering contractual oil deliveries impossible due to
war and circumstances beyond their control.

Even before the Iran war, warning lights had been flashing in the Russian economy. According to the
Washington Post, Kremlin officials warned Putin that "a financial crisis could strike by summer," citing
weakened oil revenues and a ballooning fiscal deficit. A Moscow businessman stated that "a crisis
could hit in three to four months," noting that "restaurants are shutting down and thousands of
workers are being laid off." Russia's share of oil and gas revenues in the budget was projected to fall
from more than fifty percent in 2022 to twenty-three percent by 2026.

Against this backdrop, the forced halt of two million barrels per day in exports occurred.

With export routes blocked, crude began backing up inland. When storage tanks reach saturation,
shutting in wells becomes the only option. Restarting a well that has been shut down in Siberia's frigid
environment demands substantial expense and months of time. A single drone costs only tens of
thousands of dollars, yet the infrastructure paralysis and lost production capacity it causes carries a
price tag in the hundreds of millions.

The shock reverberated to the front lines. Russian forces require vast quantities of refined fuel to
operate mechanized units along the Ukrainian front. The cascade of refinery fires created bottlenecks
in military logistics. In the Moscow region, over four hundred fifty thousand residents experienced
blackouts due to power grid damage inflicted by Ukrainian drones. The war at the front and the
economy in the rear trembled simultaneously.

On March 27, Russian Deputy Prime Minister Alexander Novak ordered the Energy Ministry to
prepare legislation banning all gasoline exports beginning April 1. Bloomberg reported that "Russia
plans to ban gasoline exports to meet domestic demand amid soaring international fuel prices caused
by the Iran war." The embargo was scheduled to remain in place for a minimum of four months,
through July 31.

A nation once called "the world's second-largest oil exporter" forced to bar exports to secure gasoline
for its own population. For Russia, this was not merely a trade disruption but a signal that the financial
foundation supporting the war was running dry.
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In fact, this was not Russia's first gasoline export ban. Such measures had been implemented
intermittently since March 2024 and were extended in October 2025 through the end of February
2026. As Ukrainian drones intensified strikes on Russian refining facilities starting in the second half
of 2025, twenty percent of Russia's refining capacity went offline simultaneously between August and
October. At that time, gasoline shortages were first reported in Crimea and Russia's Far Eastern
regions. When ports came under attack in March 2026, the crisis expanded to an entirely different
dimension.

According to the Centre for Research on Energy and Clean Air (CREA) analysis for February 2026,
Russia's daily fossil fuel export revenue was 492 million euros. Of this, crude oil export revenue
accounted for 232 million euros. With forty percent of export capacity paralyzed, a substantial portion
of this revenue was evaporating. The International Energy Agency (IEA) assessed that Russia's oil
revenues had fallen to their lowest level since the war began in 2022.

Consider the timing of Ukraine's assault. At the precise moment the Strait of Hormuz was blockaded,
cutting off twenty percent of global oil supply, an additional forty percent of Russian oil export capacity
was paralyzed. The global oil market faced pressure from two directions simultaneously. The crisis
from the Middle East converged with the crisis from the Baltic.

Al Jazeera characterized the situation as follows: Brent crude rose from $70.71 on February 27 to
$108.01 on March 26. And Ukraine's strikes appeared "designed to prevent the Kremlin from
replenishing its war chest."

The essence lies in this single sentence. When oil prices rise, Russia makes money. Ukraine ensured
that Russia could not profit in the very moment oil prices surged.

20.3 Druzhba Pipeline Damage

Two months before Baltic ports were consumed by flames, another artery was severed deep inland.

On January 27, 2026, a Russian drone struck pipeline infrastructure near the Brody oil hub in western
Ukraine. The Brody hub is a critical juncture where the southern branch of the Druzhba Pipeline, the
"Friendship Pipeline," passes through. The Druzhba Pipeline, one of the world's longest crude
pipelines in operation since 1964, stretches over 4,000 kilometers from eastern Russia through
Ukraine and Belarus to Poland, Hungary, Slovakia, Czech Republic, and Germany.

Two days later, on January 29, Ukrainian Foreign Minister Andrii Sybiha posted photographs of the
destroyed Brody hub on social media. Burning infrastructure, destroyed high-pressure pumps and
control systems. Minister Sybiha formally attributed this damage to Russian attacks and notified
international partners of force majeure circumstances that rendered crude transportation physically
impossible. Sybiha stated that he was releasing the photographs preemptively "in anticipation of
Hungary once again protesting the Russian oil transport issue."

The flow of crude oil through the Druzhba southern branch has come to a complete halt.
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Two countries dependent on energy from this pipeline took a direct hit: Hungary and Slovakia. Both
countries had received exemptions from the European Union's sanctions on Russian oil and
continued importing Russian crude through the Druzhba pipeline. While the EU's share of Russian
crude imports fell from 26% in 2021 to about 3%, Hungary actually increased its dependence from
61% to 86%. Slovakia depended almost entirely on Russian crude oil, and its sole domestic refinery,
Slovnaft, was designed specifically for Russian crude.

As the pipeline stopped, diplomatic cracks began to show.

Slovak Prime Minister Robert Fico made public his phone conversation with President Zelensky on
February 27. Fico argued that Slovakia had a 'legal right' to import Russian oil until 2027 under the
EU exemption rules, while emphasizing the severe economic damage from the supply cutoff. More
than that, Fico threatened to withdraw Slovakia's support for Ukraine's EU membership. And Slovakia
halted emergency electricity exports to Ukraine.

Hungarian Prime Minister Viktor Orban resisted more forcefully. Hungarian Foreign Minister Peter
Szijjarto accused Ukraine of deliberately delaying pipeline repairs 'for political reasons,' while
requesting Croatia to supply alternative Russian oil through the Adria pipeline. On February 20,
Hungary declared that it would exercise veto power over the EU's 90-billion-euro aid package for
Ukraine unless crude oil supplies through the Druzhba pipeline were restored.

The EU found itself in a difficult position. The European Commission and the President of the
European Council issued a joint statement on March 17, declaring that they would provide technical
support and funds to Ukraine to ensure Hungary and Slovakia's energy security. Alternative supplies
of non-Russian crude through Croatia's Omisalj terminal had begun, and the EU Oil Coordination
Group announced on February 25 that there was no immediate threat to Hungary and Slovakia's
energy security. This was on the basis that both countries had begun releasing strategic reserves and
using alternative supplies through the Adria pipeline.

But this was not merely an energy issue. Former Slovak Foreign Minister Miroslav Wlachovsky told
CGTN in an interview, 'This is not simply an energy problem but a geopolitical one, and a question of
solidarity and EU cohesion.'

And a month later, on the night of February 22-23, Ukraine moved.

A long-range kamikaze drone from Ukraine's Security Service (SBU) struck the Kaleykino crude
pumping station in the Almetyevsk region of Russia's Tatarstan Republic. Located about 1,200
kilometers from Ukraine's border, this facility was a critical hub of the Druzhba pipeline network,
blending crude oil from Western Siberia and the Volga region before sending it to Europe. Local
residents reported that after six to seven powerful explosions, large fires broke out in two storage
tanks, each with a capacity of 50,000 cubic meters.

Wikipedia's entry on the '2026 Slovakia-Ukraine Oil Dispute' records this event as follows: 'Ukrainian
officials characterized this operation as part of a systematic effort to reduce Russian oil revenues,
and this strike further heightened diplomatic tensions with Hungary and Slovakia, which were already
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facing pipeline supply disruptions.'

The structure of this complicated situation can be summarized as follows. On January 27, Russian
drones destroyed Druzhba pipeline infrastructure in Ukrainian territory. This cut off crude supplies to
Hungary and Slovakia, and both countries blamed Ukraine and exerted diplomatic pressure within the
EU. And a month later, Ukraine destroyed a Russian-side pumping station of the Druzhba pipeline
deep in Russian territory.

Ukraine's logic was as follows. Russia destroyed the pipeline first. Hungary and Slovakia should
blame Russia, not Ukraine. And Ukraine has the right to cut off Russia's war funding.

Hungary and Slovakia offered a different logic. The delay in pipeline repair is Ukraine's deliberate
negligence. The EU should pressure Ukraine to normalize oil flows. And Ukraine's destruction of
pipeline facilities in Russian territory is holding energy security hostage.

The European Commission proposed sending an inspection team to investigate the pipeline damage.
Ukraine allowed access for the inspection team, but no substantive on-site inspection took place by
the end of March. Euractiv reported that among EU diplomats, comments emerged such as 'We
cannot understand what game Ukraine is playing.'

One drone destroyed Russia's pumping station, and Russian drones destroyed pipeline infrastructure
on Ukrainian territory. These two instances of physical destruction tested and fractured political
alliances within Europe. Energy weaponization was no longer Russia's exclusive domain. Ukraine
and Hungary alike were using energy as geopolitical leverage in their own ways.

20.4 European Navy Seizures of Tankers

As ports burned and pipelines were severed, another front was opening at sea.

Russia's shadow fleet. A fleet of aging tankers mobilized by Russia to circumvent Western sanctions
and the $60-per-barrel price cap set by the G7. By switching off the Automatic Identification System
(AIS), flying false flags, changing ship names, and frequently changing registration countries, Russia
transported Russian crude oil to India and China. This fleet, which numbered 600 vessels at the start
of the war in 2022, had grown more than threefold by 2025, and as of February 2026, 1,337 vessels
were listed in the shadow fleet registry maintained by the Ukrainian government. Russia was
transporting about 60 percent of its maritime oil exports through this network of illegal sanctions
evasion.

For years, the West's response remained limited to paper sanctions. Insurance refusal, sanctions list
designation, port service bans. But the tankers kept sailing. The price cap was nearly ineffective
because the ceiling for oil products was set as high as $100 per barrel, and workarounds through
special purpose vehicles (SPVs) were rampant.

In 2026, the situation changed.
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From paper to physical action, from legal mechanisms to military seizures. European navies took
direct action at sea.

France was first. On January 22, 2026, the French Navy seized the Russian shadow fleet tanker
Grinch in the Mediterranean Sea. This was an action based on Article 110 of the UN Convention on
the Law of the Sea (UNCLOS). The vessel was flying the Mozambique flag, but it was confirmed to
have departed from the Russian port of Murmansk. President Emmanuel Macron directly linked this
seizure to the war in Ukraine, stating that 'the shadow fleet's activities contribute to financing the
invasion of Ukraine.'

On February 28, Belgian forces carried out Operation 'Blue Intruder' in the North Sea. They seized
the Russian shadow fleet tanker Ethera. In this operation officially confirmed by Belgian Defense
Minister Theo Francken, Belgian special forces fast-roped from NH-90 naval helicopters and subdued
the vessel. French forces provided support. The Ethera was flying the Guinea flag, but it was
revealed to be a false flag, and 45 violations were identified. Belgian authorities imposed a
10-million-euro bail.

The same month, Swedish Coast Guard forces subdued the tanker Sea Owl I, which was sailing
under the Comoros flag in the Baltic Sea. The 228-meter vessel was suspected of using a false flag,
and this was the second such seizure in a week.

On March 25, Britain took decisive action. The office of Prime Minister Keir Starmer announced that
British military and law enforcement would be authorized to board and seize shadow fleet vessels
subject to sanctions if they passed through British territorial waters and exclusive economic zone. All
sanctioned tankers passing through the English Channel became targets for detention. It was, in
effect, a declaration of maritime blockade.

And the United States. In January 2026, the U.S. Navy and Coast Guard seized the Russian shadow
fleet tanker Marinera in the Caribbean Sea. A remarkable scene unfolded in this incident. The crew of
the pursued tanker suddenly began painting the Russian flag on the hull. After hastily registering with
the Russian maritime registry, the Russian government requested that the United States halt the
pursuit and even dispatched naval vessels. The United States, with support from British forces,
carried out the seizure anyway. International maritime law experts evaluated this as an
unprecedented event in which the shadow fleet 'emerged from the shadows to seek Russian
protection.'

A shocking fact emerged during these seizure operations. According to AFP's February 2026 report,
when French authorities boarded the shadow fleet tanker Boracay, two Russian security personnel
were discovered. One of them was a former member of the Wagner Group. In 2025, Sweden's
amphibious corps (Amf) also reported similar findings. Armed personnel in uniform, acting as
'additional crew members,' had been aboard shadow fleet vessels and were photographing
infrastructure such as bridges. The presence of Russian paramilitary operatives on civilian merchant
vessels provided European nations with grounds to treat these ships as military threats.
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Centered on the Baltic and North Seas, 14 European coastal nations issued a joint warning letter.
Belgium, Denmark, Estonia, Finland, France, Germany, Latvia, Lithuania, the Netherlands, Norway,
Poland, Sweden, the United Kingdom, and Iceland. The letter demanded that the international
maritime industry strictly adhere to navigation safety standards and maritime law. A key provision was
that vessels using multiple flags or unclear flags could be treated as 'stateless vessels' under Article
92 of the UN Convention on the Law of the Sea. Stateless vessels are subject to mandatory search,
detention, and seizure.

This legal and military pressure unfolding at sea interlocked perfectly with Ukraine's physical strikes
against the ports.

Ukrainian drones block the loading of crude oil at Russian ports. Tankers that barely escape the ports
hit a second barrier: inspection and seizure by European navies. In the Baltic Sea, the French Navy
stands watch. In the North Sea, Belgian forces. In the Mediterranean, French and Swedish forces. In
the Caribbean, the United States. A net cast across the seas.

Starting in November 2025, Ukraine's Security Service (SBU) began directly striking the shadow fleet
itself with drones. Off Turkey's Black Sea coast, the shadow fleet tankers Virat and Kairos came
under drone attack. In December, the SBU conducted a long-range operation striking tankers
carrying oil to India in the Mediterranean Sea.

According to analysis by the Atlantic Council, the Trump administration did not oppose Ukraine's
strikes against the shadow fleet, and instead approved support as a means of pressure against the
Russian government. This was reported by The Atlantic in December 2025, citing American and
Ukrainian officials.

Russia also responded. On March 25, Nikolai Patrushev, a senior Russian official responsible for
maritime policy, announced that armed security teams would be deployed on vessels flying the
Russian flag. In this announcement, transmitted through Interfax, Patrushev explained the context by
saying 'interference with Russian maritime trade is increasing.' Reports also emerged that Russian
naval vessels were providing escort for tankers.

As a result, Russia's oil export chain became trapped in three layers of pressure.

First layer. Port bombardment. Ukrainian drones paralyzed the loading capacity of Primorsk,
Ust-Luga, and Novorossiysk.

Second layer. Pipeline destruction. Both sides of the Druzhba pipeline (Ukrainian territory and
Russian territory) were damaged, cutting off land-based exports.

Third layer. Maritime blockade. Naval seizure operations by European navies and the U.S. Coast
Guard, along with direct strikes by Ukrainian drones on tankers, pressured maritime transport.

As these three layers of pressure operated simultaneously, Russia's oil export machinery fell into an
unprecedented state of 40 percent paralysis.
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What the West failed to achieve over three years starting in 2022 through paper sanctions, price
caps, and insurance restrictions, Ukraine's drones and European navies' physical actions achieved in
weeks. What the Center for Research on Energy and Clean Air (CREA) had long proposed,namely, 'a
comprehensive maritime services ban targeting the physical infrastructure of exports',became reality
through drones and warships rather than paper.

China and India, Russia's largest oil buyers, watched this situation unfold. According to CREA data,
since the war began, China has purchased 48 percent of Russian crude exports and India 38 percent.
With Baltic ports at a standstill, a significant portion of this volume cannot reach Asia. More distant
and costly alternative routes become necessary, and even those must pass through the checkpoints
of European navies.

The fires in the Baltic Sea did not die out. On Sunday, March 29, Ust-Luga came under drone attack
once again. Governor Drozdenko announced that 36 drones had been shot down, but fires broke out
at the port again. Bloomberg reported that 'Ukraine is intensifying its attacks on Russian oil export
infrastructure.'

Primorsk resumed loading on March 27 at 'limited capacity.' It began loading crude onto the tanker
Anlan, with Minerva Georgia standing by. But three industry sources cited by Reuters said 'It is
unclear when normal operations will be possible due to infrastructure damage.'

As of the last week of March, here is how the situation stood. The blockade of the Strait of Hormuz
cut off 20 percent of the world's oil supply. On top of this, 40 percent of Russia's oil export capacity
came to a halt. With both crises operating simultaneously, the global oil market fell into the grip of a
double supply squeeze. The smoke over the Baltic Sea and the mines in the Persian Gulf were
shaking the same global crude market at the same time.

More than fifty tankers anchored in the Gulf of Finland waited at sea without loading crude oil. The
dense cluster of these vessels' AIS signals on the MarineTraffic screen was a digital map showing the
moment Russia's oil export machine ground to a halt.
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Chapter 21: Night at the Kirishi Refinery
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21.1 Twenty Drones Against Russia's Second-Largest Refinery

On the night of March 25, 2026, the sky above Kirishi in Leningrad Oblast was quiet. About 100
kilometers southeast of Saint Petersburg. On the flat marshlands of the Volkhov River valley stood a
massive industrial facility that had been in place since Soviet times. Kirishinefteorgsintez, abbreviated
KINEF. Russia's second-largest refinery, operated by Surgutneftegaz.

To gauge the scale of this refinery, numbers are needed. Annual processing capacity of
approximately 20 million tons. Converting to daily terms, that is 350,000 barrels. Six point six percent
of Russia's total refining capacity comes from this single facility. During 2024, KINEF produced 2
million tons of gasoline, 7.1 million tons of diesel, 6.1 million tons of fuel oil, and 600,000 tons of
asphalt. A significant portion of the petroleum products supplied to Saint Petersburg, Leningrad
Oblast, Novgorod Oblast, and Pskov Oblast is produced here. It is no exaggeration to call it the
energy heart of northwestern Russia.

That night, a formation of Ukrainian long-range suicide drones (UAVs) flew toward this heart.

Leningrad Oblast Governor Alexander Drozdenko's first message on Telegram was brief: "An attack
is being repelled over Kirishi district. There is damage to the industrial zone." He did not mention the
refinery by name. He said that more than twenty drones were shot down over Leningrad Oblast.
Being shot down meant that many more had flown in.

Where the drones that were not shot down went became clear the following morning. According to
the Ukrainian General Staff confirmed via Telegram, KINEF's primary crude oil distillation units
ELOU-AVT-2 and ELOU-AVT-6 were struck. The asphalt production facility, the hydrotreating unit
(the process that removes sulfur from petroleum products), and the gas fractionation system (the
process that separates mixed gases into their component parts) were also damaged.

ELOU-AVT is the first gateway of a refinery. When crude oil enters a refinery, the first equipment it
encounters is the crude oil distillation unit. If this stops, all the downstream processes stop. The
pipeline is not blocked. The starting point of the pipeline is destroyed.

Two industry sources contacted by Reuters spoke on condition of anonymity about the situation.
Fires broke out in two primary processing units and some secondary equipment. They said it was
difficult to predict when repairs would be completed. Surgutneftegaz did not immediately respond to
Reuters' request for comment.
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This was the fifth drone attack on the Kirishi refinery. After the first strike in March 2024, it was hit
repeatedly in March, September, and October 2025. During the early morning attack on October 4,
2025, NASA's Fire Information Management System (FIRMS) detected a thermal anomaly in the
ELOU-AVT-6 area. The Ukrainian Special Operations Forces (SSO) disclosed that it conducted the
operation jointly with 'Chornaya Iskra' (Black Spark), a Russian internal resistance organization.

The October 2025 strike forced KINEF to suspend operations of its most powerful processing unit.
Repairs took several months. And the moment repairs were completed, on March 8, 2026, drones
flew again. Governor Drozdenko reported damage to the external structures of storage tanks. Just
seventeen days later, on March 25, more than twenty drones appeared in the skies above Kirishi
once more.

The fifth attack was qualitatively different from the previous ones. This time, it was not only Kirishi that
was struck.

On March 22, a drone fell on Primorsk, a petroleum export terminal. Fire broke out on a fuel storage
tank. Primorsk is the terminus of the Baltic Pipeline System (BPS) and Russia's largest Baltic crude
oil loading port.

On March 24-25, the NOVATEK gas condensate separation and transshipment complex at Ust-Luga
port was struck. The facility processes nearly 7 million tons annually of gas condensate, converting it
into petroleum products for export. Ukraine's Security Service (SBU) disclosed that its Alpha Special
Operations Center conducted the attack using long-range drones that flew more than 900 kilometers.
The attack sealed off the Ust-Luga port area, and multiple oil storage tanks caught fire.

March 25-26: The KINEF Kirishi refinery was struck.

March 26-27: Ust-Luga and Primorsk were both struck again simultaneously. NASA satellite data
confirmed new fire traces at both ports.

March 29: A third strike on Ust-Luga. The SBU announced that Alpha unit's long-range drones
inflicted "severe damage" on the oil terminal.

Three times in five days. In one week, Russia's entire Baltic energy export corridor was systematically
pounded.

Combined, Primorsk and Ust-Luga handle about 2 million barrels per day. During 2025, Ust-Luga
exported 32.9 million tons of petroleum products and Primorsk exported 16.8 million tons. When
combined with damage to these two ports, the KINEF refinery, and the Druzhba pipeline, which has
been shut down for months, approximately 40 percent of Russia's crude oil export capacity was
offline, according to Reuters.

Ukrainian President Volodymyr Zelenskyy, traveling through the Middle East, told journalists on
March 28: "We disabled approximately 60 percent of Ust-Luga's facility capacity." While
acknowledging that some "partner" nations had raised objections to the strikes, he said that if Russia
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stopped attacking Ukrainian energy infrastructure, Ukraine would halt striking Russian facilities.

The night at the Kirishi refinery was therefore not an isolated incident. Primorsk, Ust-Luga, Kirishi. It
was striking all three vertices of a triangle simultaneously. It was part of an intentional campaign to
destroy Russia's Baltic oil export capacity to an irreparable level.

Let me outline the technical significance of what happened at Kirishi that night.

The drones' flight distance was more than 800 kilometers from the Ukrainian border. Since Kirishi is
located southeast of Saint Petersburg, it is well over 800 kilometers in a straight line from Ukraine's
northern border. To Ust-Luga is roughly 900 to 1,000 kilometers. These were not small FPV
(First-Person View) drones hunting Russian infantry in trench warfare. They were long-range
unmanned suicide platforms equipped with precision navigation systems.

To fly more than 800 kilometers and penetrate Russia's air defense radar network. The Russian
military had deployed short-range air defense systems such as the TOR-M1 around Leningrad
Oblast, but failed to stop all the drone formations arriving simultaneously from multiple directions.
When Governor Drozdenko said "we shot down more than twenty," it also suggests that the actual
number that arrived may have been considerably larger.

The cost per unit is on the order of tens of thousands of dollars. Many analysts estimate 50,000
dollars each. This fifty-thousand-dollar device stopped a refinery that processes 350,000 barrels
daily. Calculated at eighty dollars per barrel, the loss amounted to halting 28 million dollars worth of
refined fuel production per day. Asymmetry in cost-to-benefit ratio. This is the arithmetic of modern
asymmetric warfare.

Repairs take months. After the October 2025 strike, repairs to the most powerful processing unit
alone took several months. And once repairs are complete, drones fly again. The fifth time since
March 2024. As the cycle of repair and destruction repeats, the refinery's operating rate cycles
between recovery and decline. This cycle itself is the strategy. Even without total destruction,
repeated uncertainty and strikes gradually erode production capacity over the long term.

21.2 Saint Petersburg Air Pollution Alert

The flames burning simultaneously at Primorsk and Ust-Luga did not go out for days.

Jukka-Pekka Lumilahti, the Finnish Border Guard's official responsible for the Finnish Bay coast, told
Reuters: "The fire at Primorsk has not yet been completely extinguished. It continues burning at
nearly the same scale as when it started. Enormous scale of fire, enormous volume of smoke." Heikki
Autto, chair of the Finnish Parliament's Defense Committee, told Reuters he directly witnessed a
massive black smoke column rising from the direction of Primorsk.

The scale of smoke captured in satellite photos was unprecedented. The black smoke columns rising
simultaneously from Ust-Luga and Primorsk were visible to the naked eye across the Finnish Bay
from Finland's opposite shore. Finnish authorities detected air pollution within their territory. Tens of
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thousands of tons of crude oil and petroleum products burning released toxic fumes that, carried by
wind, blanketed hundreds of kilometers around the area.

As wind direction shifted, this smoke was driven toward Saint Petersburg. Russia's second-largest
city with a population of about 5.4 million. It is also President Putin's hometown. CNN reported that
the Russian Emergency Ministry warned Saint Petersburg residents of "air pollution" following the
Ust-Luga attack. Pulkovo Airport suspended flights multiple times due to drone threats. The night of
March 26-27, more than sixty flights were delayed or canceled. It was past five in the morning when
Rosaviatsiya, the Federal Air Transport Agency, lifted landing restrictions.

What Saint Petersburg residents experienced was an indirect sense of war. Bombs did not fall on the
city. Yet they had to breathe acrid air, aircraft could not take off, and civil defense sirens wailed in the
night sky. For four years, the Kremlin had packaged the war in Ukraine as a 'special military
operation' beyond the border. The front was far away, and an implicit social contract held that daily
life in Moscow and Saint Petersburg would remain unchanged.

That contract began to break. Black smoke that must be explained as something other than black
smoke. Canceled flights that must be explained as something other than drones. Air pollution alerts
that must be explained as something other than war. The Leningrad Oblast environmental authority
attributed the degradation of air quality to "unfavorable weather conditions" and "vehicle and factory
emissions." Before flames visible to satellites hundreds of kilometers away, blaming weather
conditions amounted to asking citizens to deny the reality before their eyes.

Governor Drozdenko acknowledged on March 22 that Leningrad Oblast was under "unprecedented
enemy drone attacks." Administrative authorities and emergency services switched to
round-the-clock alert status. During the week from March 22 to 29, when continuous attacks began,
the number of drones shot down over Leningrad Oblast reached 235 according to the Russian
Defense Ministry's count. Xinhua News Agency reported that this week's attacks represented "the
largest-scale drone raid on Leningrad Oblast since the full-scale war began in 2022."

What reflected in Saint Petersburg's night sky was not flame. It was the limit of the air defense
system. The Russian Defense Ministry announced every morning that it had shot down dozens or
hundreds of drones, but the fires still burning after those shootdowns contradicted the credibility of
the announcements themselves. Citizens had to choose which to believe between official statements
and the smoke before their eyes.

21.3 Russia Reintroduces Gasoline Export Ban

As ports and refineries were struck repeatedly, direct repercussions rippled through Russia's
domestic fuel market.

Let me first establish the context. Since summer 2025, Ukrainian refinery strikes have had a
noticeable impact on Russia's domestic gasoline supply. Several independent service station chains
imposed rationing, and some stations closed entirely. Wholesale gasoline prices surged. In
September 2025, the wholesale price of Russian AI-92 (regular unleaded gasoline) reached an
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all-time high of 73,848 rubles per ton (approximately 888 dollars).

The Russian government introduced a gasoline export ban in August-September 2025 to protect
domestic supply. Deputy Prime Minister Alexander Novak stated in September that year that he
would extend the export ban through year-end. "Shortages persist in some regions, which are being
made up through reserves," he acknowledged. "Overall, the supply and demand balance for
September and October is a difficult situation," he said.

In January 2026, the government lifted the gasoline export restrictions on oil producers. It maintained
the export ban for non-producers (traders) through the end of July but allowed companies that directly
refine oil to export. International crude prices were rising, and the government needed foreign
currency income from exports.

And March arrived. As the Iran war sealed the Strait of Hormuz, international crude oil prices
exceeded one hundred dollars per barrel. Russian Urals crude was trading at levels similar to Brent
or even at a premium. Deputy Prime Minister Novak himself stated that "strong overseas demand for
Russian energy resources continues to be maintained."

President Zelenskyy precisely pointed this out in a CNN interview. "The Iran situation is bringing Putin
more money." Analysts estimated that Russia could earn tens of billions of dollars in additional
revenue despite existing sanctions due to a spike in oil prices from the Hormuz blockade. CNN
reported that Russia's energy income could have doubled over the past month. Zelenskyy claimed,
"Over these 14 or 15 days, they earned roughly 10 billion dollars."

It was an enormous windfall opportunity. Oil prices were soaring, demand for Russian crude was
strong, and Western sanctions were even loosening. As the United States focused on the Iran war,
signs emerged of weakening sanctions pressure on Russia.

Yet at this very moment, Ukrainian drones were physically destroying Russia's export capacity itself.

On March 26, 2026, Deputy Prime Minister Novak spoke. According to Reuters, he warned that if
necessary, he would reintroduce a ban on gasoline exports. He said he would hold an emergency
meeting with oil companies the next day, on March 27.

The March 27 meeting took place. According to a Russian government statement, the meeting paid
special attention to the task of ensuring that "domestic fuel prices set by President Putin do not
exceed forecasts." The Energy Ministry reported that refinery operating rates currently remain at
March 2025 levels, maintaining stable supplies of petroleum products. Industry companies confirmed
adequate reserves of gasoline and diesel and high refinery capacity utilization rates.

Yet behind these reassuring words, a conclusion was waiting. Deputy Prime Minister Novak
instructed the Energy Ministry to draft a government decree banning gasoline exports beginning April
1, 2026. According to TASS, the ban would last until July 31. Bloomberg reported that the measure
was intended to meet domestic demand amid a global surge in fuel prices caused by the Iran war.
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The structural contradiction emerges here.

Russia needs hard currency to sustain the war. The main means of earning foreign currency is oil
exports. The situation of skyrocketing international oil prices due to the Iran war presented Russia
with an opportunity for enormous revenues. But as Ukrainian drone attacks destroyed refineries and
export ports, Russia was losing the physical capacity to take advantage of that opportunity. With 40
percent of export capacity paralyzed, the remaining volumes had to be diverted first to the domestic
market. The gasoline export ban was the result.

Let me read Deputy Prime Minister Novak's words again. "The Middle East crisis is causing
considerable turbulence in global oil and petroleum product markets, resulting in substantial price
fluctuations." And immediately the next sentence. "Strong demand for Russian energy resources on
overseas markets remains a positive factor."

Strong overseas demand. Soaring prices. Yet the ban on exports. Line these three sentences up next
to each other and Russia's dilemma becomes visible.

Zelenskyy called this "Ukraine's own sanctions." In a late March Reuters interview, he said this:
"Global pressure on Russia is diminishing. Therefore, unlike most countries in the world, Ukraine has
its own means of sanctions. Our long-range strike capability is that means."

Western economic sanctions worked by placing a price ceiling on Russian exports. Ukrainian
physical sanctions made exports themselves impossible. A price cap can be circumvented. You
deploy a shadow fleet. But when ports burn and refineries shut down, there is nothing left to
circumvent.

Russia's reintroduction of the gasoline export ban was an event that showed this difference in
numbers. Over 2025, Russia exported roughly 5 million tons of gasoline. Approximately 117,000
barrels per day. This volume will be diverted to the domestic market beginning April 1. Money that
could have gone into Russia's war coffers is instead used to shorten lines at domestic gas stations.

A nation that positions itself as an energy superpower is unable both to export its own energy and to
fully meet domestic demand. This was the most stark expression of the internal contradiction inherent
in a war economy.

21.4 A Drone Falls on Latvia

In the early morning hours of March 25, 2026, at the height of a massive drone offensive directed at
the Kirishi refinery and the Ust-Luga port, an unforeseen event was unfolding across the Baltic.

Estonia's Internal Security Service (KAPO) announced that a drone that had originated from Russian
airspace collided with the smokestack of the Auvere power plant near Narva in northeastern Estonia.
There were no casualties. Narva is a city adjacent to the Russian border, with a substantial
Russian-speaking population, making it a sensitive area. Margo Palloson, the head of Estonia's
Internal Security Service, issued this warning: "This is the result of Russia's large-scale war of
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invasion. Similar incidents can happen again."

On the same day, a drone entered Latvian airspace. According to Latvia's Defense Ministry, this
drone crashed near the village of Dobročina in the Krāslava district near the Russian border,
exploding upon impact. It was approximately 12 to 15 kilometers from the Belarusian border. The
Latvian military explained that because this drone was flying at an altitude of less than 1 kilometer, it
was not detected by primary radar. The drone was equipped with an explosive warhead and
detonated upon collision. There were no casualties. Latvian President Edgars Rinkēvičs stated that
this drone was confirmed to be of Ukrainian origin.

Two days earlier, on March 23, a similar incident occurred in Lithuania. Drone wreckage was
discovered on the ice of Lake Lavisas near the Lithuania-Belarus border.

By March 29, it had spread to Finland. Two drones crashed near Kouvola in the southeast. Kouvola is
a city approximately 70 kilometers from the Russian border. The Finnish Air Force scrambled F/A-18
Hornet fighter jets to track low-flying objects. One was confirmed to be a Ukrainian AN-196 'Lyuty'
drone. The Finnish Air Force did not fire. It was concerned about collateral damage.

Finnish Prime Minister Petteri Orpo's response was concise. "A violation of territorial sovereignty is a
very serious matter." At the same time, he identified Russia's "extremely powerful" electronic warfare
jamming capability as the cause of the drone's course deviation. Finnish President Alexander Stubb
confirmed: "There is no military threat to Finland. An investigation is underway."

Ukrainian Foreign Ministry spokesman Heorhii Tykhyi explained that the drone was not intended for
Finland, and it was likely that Russian electronic warfare jamming had disrupted navigation. "We have
already apologized to the Finnish side for this incident. We are sharing all relevant information to
clarify the facts."

The Baltic states and Finland had a common pattern in their government responses. While
acknowledging the severity of the incident, they attributed the root cause to Russia's war. Latvian
Prime Minister Evika Siliņa put it this way: "On the face of it, the drone that fell on Latvia, like in the
Lithuanian case, appears to be of Ukrainian origin. Similar incidents can be confirmed in Estonia as
well." And she added: "Given the frequency of Russian attacks on Ukraine, we should anticipate that
Ukraine's countermeasures will be on a considerable scale. We are at the border, and we are feeling
it."

Major Ēģils Leščinskis, deputy chief of the Latvian military's joint staff, assessed that the drones had
deviated from their course or been knocked off trajectory by Russian electronic warfare. Latvian
Defense Minister Andris Spruds suspended his planned visit to Ukraine and rushed back to Riga.

According to reporting by Meduza, the response of the Baltic Sea nations to these incidents was
relatively understanding. Authorities in Lithuania, Latvia, Estonia, and Finland all concluded that
whether the drones originated from Russia or Ukraine, such airspace intrusions were a consequence
of Moscow's full-scale war.
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Meanwhile, Russia's response was entirely different.

Russian propaganda media and so-called 'Z-bloggers' sought to use this incident as evidence of
NATO's military involvement in the war. The Russian Telegram channel SHOT claimed that all 43
drones that attacked Ust-Luga had passed through the airspace of Lithuania, Latvia, and Estonia. It
said the flight paths had been coordinated with NATO military staff. Some military bloggers even
claimed they had been launched directly from Estonian and Latvian territory.

These claims were unverified. Investigation results from the Baltic states and Ukraine's explanation
pointed to course deviation caused by electronic warfare jamming. Yet from Russia's perspective, a
narrative that NATO had participated in the attack was far more useful for domestic opinion
management than the fact that its own air defense had been breached, refineries were burning, and
ports were ablaze.

Finland's follow-up response was noteworthy. After this incident, Finland made clear it would not ask
Ukraine to stop or scale back attacks on Russian oil facilities. While expressing concern about
territorial sovereignty violations, it maintained its assessment that the root cause lay in Russia's war.

A drone falling in a Latvian field. Fragments lodged in an Estonian power plant smokestack. An
AN-196 crashed in the forest near Kouvola, Finland. These were not deliberate attacks. Yet the
absence of intent did not reduce the danger.

In modern long-range drone warfare, the concept of a front line becomes blurred. A drone launched
from Ukraine pierces Russia's air defense and electronic warfare jamming, or is knocked off course
by that jamming, and falls on the territory of a NATO member state. With an explosive warhead
attached. This time it was fields, lakes, and a power plant smokestack. Next time it could be a school
or a hospital.

The exchange of strikes between Russia and Ukraine over energy infrastructure had layered a new
variable onto the geopolitical balance of the Baltic region. Article 5 of the NATO treaty stipulates that
an armed attack against one member shall be considered an attack against the entire alliance. A
drone crash is not an armed attack. Yet it is not easy to definitively say that a drone carrying an
explosive warhead falling on NATO member territory is not an armed attack. In this gray zone, the
Baltic states must make judgments each time. Is this an accident or an attack? Russia's responsibility
or Ukraine's mistake? Does NATO need to respond, or is a diplomatic protest sufficient?

In one week, Ukrainian drones fell on the territory of four NATO members. Lithuania, Latvia, Estonia,
Finland. All four times there were no casualties. All four times the deviation was attributed to
electronic warfare jamming. All four times the governments of the affected countries demonstrated
understanding and restraint.

But the fifth time could be different. And no one knows when the fifth time will come or where it will
fall.
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War's fragments do not choose sides of the line. Wind and radio waves and navigation errors decide.
The way asymmetric war over energy infrastructure spreads across borders is not through artillery
but through wreckage. Unintended escalation. This is the most troubling attribute inherent in
21st-century drone warfare.
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Chapter 22: New Grammar of Asymmetric Warfare

← Previous Chapter

See every chapter

Next Chapter →

2026 U.S.-Iran War and the Global Energy Crisis

22.1 A Small Country's Drones Sever a Great Power's Economic Arteries

A Ukrainian long-range suicide drone costs roughly twenty to fifty thousand dollars. On the night of
March 26, 2026, drones burned the Kirishi Petroleum Organic Synthesis refinery (KINEF),a facility
with daily processing capacity of approximately 350,000 barrels. At one hundred dollars per barrel,
that amounts to 35 million dollars' worth of crude oil processing that stopped. A 50,000-dollar weapon
had inflicted 35 million dollars in economic loss.

This arithmetic is the new grammar of twenty-first century warfare.

By conventional military standards, Ukraine destroying strategic assets deep in Russian territory
more than 800 kilometers from its border seemed nearly impossible. Long-range bombing requires
stealth bombers; flying stealth bombers requires air superiority; establishing air superiority requires
fighter squadrons, aerial refueling aircraft, and electronic warfare planes. The cost for the United
States to fly a single B-2 Spirit is roughly 130,000 dollars per hour. A single sortie erases millions of
dollars.

Ukraine had no B-2, no F-35, no aerial refueling aircraft. What it had was commercial components,
3D printers, and more than four years of accumulated combat experience. And that was enough.

There is a military economics term called cost-exchange ratio: the ratio of costs incurred by the
attacking side to costs incurred by the defending side. In conventional warfare, this ratio favored the
defender. The attacking side consumed more resources. Drone warfare inverted this formula.

Russia deployed S-400 air defense systems and Pantsir-S1 short-range air defense systems to
protect Ust-Luga port, Kirishi refinery, and Primorsk terminal. A single S-400 interceptor missile costs
between 2 million and 7 million dollars. Pantsir missiles cost tens of thousands of dollars per round.
Even when Russia succeeds in interception, it fires million-dollar missiles to shoot down
tens-of-thousands-dollar drones. When interception fails, facilities worth hundreds of millions burn.

This contradiction cannot be solved mathematically. When the attacker's weapons cost one hundred
times less than the defender's interceptor systems, no amount of missiles can prevent the defender's
economic bankruptcy. If thirty drones are sent and twenty-nine are shot down, the moment even one
hits the distillation tower of a refinery, the attacker has spent roughly 1.5 million dollars (cost of thirty
drones) while the defender faces tens of millions in facility damage and hundreds of millions in export
disruption.
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Ukraine understood this cruel arithmetic perfectly. And applied it precisely where Russia hurt most: its
oil export infrastructure.

Beginning in early 2025, Ukraine launched systematic drone strikes against Russian refineries.
Facilities in Volgograd, Orenburg, Yaroslavl, Saratov, and Samara burned in succession. According
to Atlantic Council analysis from February 2025, Ukrainian drone attacks during this period disabled
roughly 10 percent of Russia's total refining capacity. That was only the beginning.

When the Iran War broke out in late February 2026 and the Strait of Hormuz closed, international oil
prices surpassed one hundred dollars per barrel. Western sanctions on Russia remained in place, but
Russia had enormous alternative markets in India and China. In a high-oil-price environment,
Russia's oil export revenues began surging. By one estimate, just two weeks after the Iran War broke
out, Russia's fossil fuel export revenues exceeded 7.7 billion dollars.

Ukraine could not watch this money flow onto battlefields and transform into ammunition, missiles,
and drones that killed its soldiers. Western financial sanctions and oil price caps were riddled with
loopholes. Shadow fleets transported crude oil without insurance, and Russian crude was laundered
into 'Indian oil products' in Indian refineries and resold to Europe. Sanctions on paper operated only
on paper.

Ukraine chose a different approach: kinetic sanctions. Burning the oil awaiting export, destroying the
ports that would ship it, torching refinery distillation towers and storage tanks. Drones did what
financial sanctions could not: they halted the money.

Consider Kirishi refinery alone. This is Russia's second-largest refining facility. Annual processing
capacity is roughly 17.7 million tons, or about 350,000 barrels daily. It accounts for 6.6 percent of
Russia's total refining output. Surgutneftegas operates it, and its products include military-grade fuel
supplied to the Russian armed forces. Refined petroleum products from Kirishi are sent via pipeline to
Ust-Luga and Primorsk ports for shipment.

Ukraine struck this refinery repeatedly beginning in March 2024. March, September, and October
2025. Then on the nights of March 25 and 26, 2026, it conducted major drone attacks on consecutive
days. According to the Ukrainian General Staff, the March 26 attack damaged ELOU-AVT-2 and
ELOU-AVT-6, the primary crude distillation units, while striking petroleum bitumen production
facilities, hydrotreating units, and gas fractionation equipment. Two storage tanks caught fire.
Ukrainska Pravda reported that Kirishi refinery ceased all operations following the drone attack.

Eight hundred kilometers from the border. A flight time of several hours by drone. During those hours,
drones pierced Russian radar and air defense systems to halt 6.6 percent of Russia's refining
capacity. Officials said the repair timeline was 'difficult to predict at this moment.' A refinery distillation
tower is not an automobile engine. Replacing components can take months. With Western sanctions
blocking overseas spare parts procurement, that period stretches longer.

The arithmetic of asymmetric warfare reaches its dramatic conclusion here. The total cost of dozens
of drones deployed in the attack is at most several million dollars. Repairing the paralyzed refinery
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costs hundreds of millions; export losses from shutdown accumulate at tens of millions daily. A small
nation's cheap innovation severed a great power's economic arteries.

22.2 Zelensky's CNN Interview

On Saturday, March 28, 2026, Ukrainian President Volodymyr Zelensky said this to CNN during a call
with journalists:

"We responded with strikes on Ust-Luga. Forty percent of that facility's capacity remains."

Flipped around, that means 60 percent was destroyed. The capacity of the Baltic Sea's largest port,
which handles roughly one-fifth of Russia's oil exports, had lost more than half its capability.

To understand the context of this statement, one must follow the sequence of events that week.

On the night of March 25, Ukraine conducted its largest nighttime drone attack of 2026. The Ust-Luga
energy terminal and Russian military icebreakers at Vyborg port were struck. On the night of March
26, Kirishi refinery came under attack again. Fire erupted at Primorsk port. On March 29, Ust-Luga
suffered a third attack within the same week. The SBU announced that long-range drones operated
by its Alfa special forces unit had caused 'severe damage.'

Satellite image analysis showed at least eight storage tanks destroyed or damaged at Ust-Luga, eight
tanks damaged at Primorsk, and at least two storage tanks damaged at Kirishi refinery.

The strategic meaning of these successive strikes was contained entirely within Zelensky's
statement. He added this on the same call: 'Russia must stop attacking our energy infrastructure.
Then we will cease our retaliation against their energy infrastructure.'

This statement layered two messages on top of each other.

One message was directed at Russia. It declared that Ukraine possessed the capability to physically
destroy Russia's oil export infrastructure and would not hesitate to use it. During the 2025-26 winter,
Russia had concentrated strikes on Ukraine's power grid, stripping millions of civilians of electricity,
heating, and water. Ukraine's response did not target Russian cities but Russian state coffers. It did
not torch power plants but export ports. It did not sever the lives of civilians but the strings of money.

The other was directed at Western allies. When oil prices soared due to the Iran War, the United
States issued temporary waivers on March 12 to partially ease sanctions on Russian crude. The
intention was to release crude from sanctioned tankers floating at sea onto the international market to
stabilize prices. Ukraine's drone attacks collided head-on with this policy. At the moment the United
States sought to flood the market with Russian oil, Ukraine was destroying the very ports through
which that oil was being shipped.

Zelensky acknowledged to journalists that he had received 'signals' from some allies requesting
restraint in attacks on Russian energy facilities. He refused. The condition 'we will stop if Russia
stops' was effectively a declaration: we will not stop. Russia would never cease its attacks on
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Ukraine's power grid.

In a March 25 dispatch, Reuters analyzed market data and concluded that Ukraine's repeated drone
attacks, pipeline damage, and tanker seizures combined had halted at least 40 percent of Russia's oil
export capacity. Roughly 2 million barrels daily. An oil supply disruption unprecedented in modern
Russian history.

The Russian government's response reveals the severity of the damage. According to TASS, Deputy
Prime Minister Alexander Novak began discussions with oil companies about reintroducing a gasoline
export ban. Implementation was set for April 1. Russia had taken the same measure in September
2025 and lifted it in January 2026. The business daily Kommersant reported that gasoline supplies for
the domestic market had run short. Oil refiners had reduced domestic supplies in pursuit of more
lucrative exports, and drone attacks had now cut refining capacity itself.

St. Petersburg issued air pollution alerts from fires at Ust-Luga and Kirishi. Pulkovo Airport
suspended operations for two consecutive days. Leningrad Oblast Governor Alexander Drozdenko
announced that Ust-Luga port and homes in nearby villages sustained damage, with three people
injured. Two of the injured were children.

Zelensky's CNN interview transcended reports and announcements. It was a declaration that Ukraine
held the geopolitical lever of the global energy market. A nation ranked only around 50th by GDP had
stopped 40 percent of the world's second-largest oil exporter's capacity. What hundreds of billions of
dollars in financial sanctions packages could not achieve, hundreds of tens-of-thousands-dollar
drones had accomplished.

22.3 Geographic Concentration of Energy Infrastructure

Kirishi refinery sits 800 kilometers from the Russian border. The fact that drones can fly this distance
exposes a fundamental vulnerability in modern energy security.

Refineries cannot be hidden. Tanks can be camouflaged, fighters can be placed in hangars,
submarines can disappear beneath the surface. But a crude distillation unit processing 350,000
barrels daily stands tens of meters tall, operates at hundreds of degrees, and is full of flammable
material. Crude storage tanks are cylindrical structures with diameters of tens of meters, easily
identified in satellite photos. Loading jetties extending seaward are fixed at the boundary between
land and sea. The GPS coordinates of every facility can be found on Google Maps.

For Russia, this vulnerability is more severe due to geographic concentration. Russia's oil exports to
Europe and Asia flow through just three critical chokepoints: Primorsk and Ust-Luga in the Baltic Sea,
and Novorossiysk in the Black Sea. The vast majority of Russia's maritime oil exports passes through
these three ports. Primorsk is the backbone of Russia's Baltic Sea oil loading, and Ust-Luga handles
roughly one-fifth of Russia's total oil exports. Products refined at Kirishi flow via pipeline to both ports.
The three facilities form essentially one organic system.
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Ukraine struck all three points of this system simultaneously within one week. March 25: Ust-Luga.
March 26: Kirishi. That same week: fire at Primorsk. It blocked both entrance and exit simultaneously.
The facilities that refine crude, and the ports that ship refined products, both took fire.

This geographic concentration is not unique to Russia.

Saudi Arabia's Ras Tanura export terminal is the world's largest oil loading facility. A substantial
portion of Saudi exports flows through this single terminal. On September 14, 2019, when Yemeni
Houthi forces struck Saudi Arabia's Abqaiq oil processing facility and Khurais oilfield with drones and
cruise missiles, Saudi daily oil production fell by 5.7 million barrels. Roughly 5 percent of global daily
oil supply vanished overnight. Oil prices surged 15 percent in a single day.

Qatar's Ras Laffan LNG terminal handles a significant portion of the world's LNG exports. If this
terminal stops, winter heating in South Korea and Japan faces a crisis. Along the Persian Gulf coast,
refineries, desalination plants, and LNG terminals are giant structures filled with millions of barrels of
flammable materials and gas, lined up along the shoreline.

In the past, these facilities were safe. Enemy aircraft had to penetrate air defense networks to
approach them, cruise missiles required launch platforms, and special forces infiltration was blocked
by distance and security perimeters. Cost served as a barrier. Striking a refinery required a weapons
system more expensive than the refinery itself.

Drones collapsed this cost barrier. A $20,000 drone can threaten a multi-billion-dollar facility. By
entering GPS coordinates or identifying targets with an AI-based optical recognition system, a drone
launched hundreds of kilometers away can fly at low altitude, evade radar detection, and crash into
the facility. When you send 20 or 50 drones simultaneously instead of just one, the air defense
system becomes saturated. Even if you shoot down 29, if one penetrates, the storage tanks catch
fire. In a refinery filled with flammable materials, fire spreads in a chain reaction.

Russia resorted to improvised defense. It began installing large anti-drone netting over oil storage
tanks. In February 2026, satellite photographs of the Velikiye Luki oil storage facility in the Pskov
region showed netting covering the tanks. It was a desperate and primitive defense measure
reminiscent of jungle camouflage from the Vietnam War. Ukraine's security service announced that
this netting failed to stop drone attacks. The netting was breached, an explosion occurred, and a
major fire broke out at the storage facility.

For decades, global energy companies concentrated facilities in one location and increased their
scale to reduce costs. Pipelines converge in one direction, refineries are tied to ports, and terminals
stand side by side along the coastline. That efficiency, in the drone age, has become a fatal
vulnerability.

22.4 The 2,000-Unit-Per-Day Production System

On March 27, 2026, President Zelenskyy said this in an interview with Reuters:
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"If sufficient budget is secured, Ukraine can produce 2,000 interceptor drones per day."

There is evidence that this number is not an exaggeration.

In July 2025, Zelenskyy confirmed information that Russia planned to increase its daily drone attack
volume to 1,000 units and signed an order to produce at least the same number of interceptor drones.
In January 2026, he received a report from the defense minister that production capacity had reached
1,500 units per day. As of March, Ukraine had over 20 interceptor drone manufacturing companies in
operation.

Looking at the names and products of these companies reveals how Ukraine's defense industry has
transformed.

Wild Hornets' STING. Price is approximately $2,500 per unit. It flies at about 314 kilometers per hour
(195 miles per hour) and is equipped with a thermal imaging camera and an AI-assisted guidance
system. Deployed in combat from May 2025, it has shot down over 3,900 enemy drones. It also holds
the record for the first interception of Russia's jet-engine-equipped Geran-3. It is small enough to fit in
a backpack.

SkyFall's P1-SUN. Price is approximately $1,000 per unit. It is a drone with a modular airframe made
by 3D printer and uses fiber-optic cable guidance. It reaches speeds of about 450 kilometers per hour
(280 miles per hour). In four months, it shot down over 1,500 Shahed drones and over 1,000 other
drones.

WIY DRONES' STRILA. A rocket-type air defense interceptor drone that reaches 350 kilometers per
hour, with test flights recording 400 kilometers. As of January 2026, unit cost has been reduced to
approximately $2,300, and it is producing about 100 units per day. The latest version, which
completely eliminates GPS dependency, can also handle Russia's electronic warfare jamming.

Ukrspecsystems' Octopus. It is capable of night flight and is an interceptor drone that can climb to
4,500 meters altitude and autonomously track targets even in electronic warfare jamming
environments. Licensed production in Britain began in November 2025. It was the first instance of a
Western government authorizing domestic production of a Ukrainian-designed interceptor drone.
Britain announced plans to produce 2,000 units per month and deliver them to Ukraine.

These drones have three things in common: they are cheap, can be mass-produced quickly, and
have been tested in real combat. A single Patriot PAC-3 air defense missile costs approximately $4
million. With the same money, you can build 4,000 P1-SUNs. The problem of the missile age, where
the cost exchange ratio was $2 million to $20,000, is solved when the structure changes so that a
$2,500 interceptor drone can defeat a $20,000 attack drone.

Russia was pouring 350 to 500 Shahed drones per day into Ukraine. In 2026, it increased to 600 to
800 units, with the final goal being 1,000 units per day. Since 2 to 3 interceptor drones are needed to
intercept one Shahed, Ukraine needs 2,000 to 3,000 interceptor drones per day just for its own air
defense. Zelenskyy's stated production capacity of 2,000 units per day was not a ceiling but
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essentially a bare minimum.

This production capacity changed Ukraine's diplomatic standing.

When the Iran War began on February 28, 2026, Iranian Shahed drones flew toward Gulf states.
Saudi Arabia, the United Arab Emirates, Qatar, Kuwait, and Bahrain were exposed to Iranian drone
and missile attacks. The UAE suffered the heaviest damage. By March 26, approximately 1,825
drones had flown into the UAE alone. Gulf states responded with Patriot and THAAD missiles, but the
cost structure of using million-dollar missiles to intercept tens-of-thousands-of-dollars drones was not
sustainable. Estimates also emerged that the United States spent approximately $4 billion on missile
defense interception alone in the first week of the Iran War.

Gulf states turned to Ukraine. Zelenskyy moved immediately.

On March 18, Ukraine's Defense Minister Rustem Umerov confirmed that 201 air defense and drone
experts had been deployed to the Middle East. Experts were stationed in the UAE, Saudi Arabia, and
Qatar, with additional personnel heading to Jordan and Kuwait. They analyzed the vulnerabilities of
Gulf states' air defense systems and shared methods for operating Ukrainian interceptor drones.

On March 27, Zelenskyy visited Jeddah, Saudi Arabia, and met with Crown Prince Mohammed bin
Salman. The two countries signed a memorandum of understanding on defense cooperation.
Zelenskyy wrote on social media: "For five years, Ukrainians have been fighting against ballistic
missile and drone attacks like those the Iranian regime is now conducting in the Middle East and Gulf
region."

On March 28, after meeting with UAE President Mohamed bin Zayed, Zelenskyy moved to Qatar and
met with King Tamim bin Hamad Al Thani. Qatar's Defense Ministry announced that the two countries
had signed a defense agreement that includes "technological cooperation for responding to threats to
missiles and unmanned aerial systems, joint investment development, and exchange of specialized
knowledge."

Zelenskyy announced that he had concluded 10-year security agreements with Saudi Arabia and
Qatar respectively. He said that a similar agreement with the UAE would be finalized soon. These
agreements included the establishment of joint production facilities, technology partnerships, and
defense industry investment.

Zelenskyy told reporters: "I am not interested in deals that just involve selling and moving on." What
he wanted was long-term strategic relationships, joint production, investment, energy cooperation,
and sharing of battlefield experience. And what Ukraine desperately needed was advanced air
defense missiles to counter Russian ballistic missile attacks. The core of the exchange was securing
Patriot missiles that Gulf states possessed but Ukraine sorely lacked.

Looking at the structure of this deal, you see a distorted yet logical exchange economy created by
war.
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Over more than four years, Ukraine built the world's most sophisticated multi-layered air defense
system in real combat while defending against Russian drone and missile attacks. As of March 2026,
Ukrainian interceptor drones were shooting down over 70 percent of Russian Shahed drones over
Kyiv. This real-combat experience cannot be transferred through manuals. The ability to read a
drone's flight patterns, the intuition to switch communication channels in an electronic warfare
environment, the skill to track targets with thermal imaging at night and switch to manual control just
before collision. These things can only be learned on the battlefield.

Gulf states are wealthy nations that have bought more expensive weapons than any other place, but
this battlefield intuition could not be bought with money. The 201 experts Ukraine deployed did not
bring drones. They brought the knowledge of how to intercept drones.

In return, Ukraine obtained more than just weapons. The 10-year security agreement was a platform
for Ukraine to hold a central position in the global defense industry even after the war with Russia
ended. War was simultaneously destroying Ukraine while making it a country the world needed.

A single number compresses the scale of this transformation. When Russia's full-scale invasion
began in 2022, Ukraine's defense industry was at a rudimentary level. Four years later, in March
2026, Ukraine had over 20 interceptor drone manufacturing companies in operation, 1,343
drone-related product models on the market, producing over 4 million drones annually, the U.S.
Department of Defense (Pentagon) is reviewing purchases of Ukrainian interceptor drones, and five
NATO countries (Germany, France, Italy, Poland, and the United Kingdom) have agreed to jointly
develop low-cost interceptor drones based on Ukrainian designs.

Before the war began, Ukraine was a recipient country dependent on Western military support. By
spring 2026, Ukraine had become an exporting country producing weapons the world wanted to buy.
The price per unit ranged from $1,000 to $2,500. The world's cheapest weapons born from the
world's most expensive battlefield.

Borrowing from the New York Times, a besieged nation that spent four years pleading for Patriot
batteries while standing against a nuclear-armed superpower quietly built a new layer of air defense,
and now Washington, which spent $4 billion on missile defense alone in the first week of the Iran
War, is calling Kyiv to ask for help.

Two thousand units per day. This number began as a survival tool to endure the war of attrition with
Russia. It opened the wallets of Gulf states, changed the production lines of NATO allies, and was
added to the U.S. Department of Defense's procurement list. In twentieth-century warfare grammar,
the defense industry was the exclusive domain of great powers. Lockheed Martin, Raytheon, BAE
Systems, Thales. Decades of development, billions of dollars in research, tens of thousands of
engineers.

Ukraine's drone companies took a central role in this industry in four years, working from
underground factories with commercial components, 3D printers, in the middle of war. Wild Hornets,
which made STING; SkyFall, which made P1-SUN; Ukrspecsystems, which made Octopus. Their
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factories are within the range of Russian missiles. Production facilities are dispersed not for
efficiency, but because concentrating them in one place means they would all be destroyed by a
single missile strike.

The desperation created by war shattered the speed and cost structure of traditional defense
industries. At a time when NATO countries have 10 to 15-year weapons procurement cycles, Ukraine
was designing new drone models, testing them, and deploying them in combat within months. The
Austrian military specialist publication Militär Aktuell noted: "Western military procurement methods
are completely disconnected from the reality of war."

From Russia's perspective, the situation was growing darker. As Iran, a major drone supplier,
became entangled in war with the United States and Israel, supplies of Shahed drones were
essentially cut off. Russia was substituting with domestic licensed production of Iranian drones (such
as Geran-2), but Western sanctions limited the supply of advanced electronic components. The
production and replacement speed of air defense missiles could not keep pace with the swarms of
Ukrainian drones being poured out at 2,000 units per day.

A single scene compresses the essence of this asymmetry.

On the night of March 25, 2026, Ukrainian long-range drones flew through Polish airspace toward
Ust-Luga on the Baltic coast. Some drones went off course due to Russian electronic warfare
jamming, and several fell on Finnish territory. On March 29, Finnish Prime Minister Petteri Orpo
announced that at least one drone had been confirmed as Ukrainian-made. One drone crashed north
of Kouvola and another east of the city.

This event carried multiple meanings simultaneously. The fact that Ukrainian drones can fly over
1,000 kilometers and strike deep into Russian territory. The fact that Russian electronic warfare can
disrupt drone trajectories but cannot completely stop them. And the fact that shrapnel from this drone
war is falling on the territory of a NATO member state. The boundaries of war were blurring.

The new grammar of asymmetric warfare is written like this.

It is not the size of weapons that determines victory or defeat, but the sustainable cost structure.
Drones costing tens of thousands of dollars can destroy billion-dollar facilities, and interceptor drones
costing thousands of dollars can replace million-dollar missiles. While the defense industries of
traditional great powers are trapped in 10-year development cycles and budgets of hundreds of
billions of dollars, a small nation on the battlefield solves the same problems faster and cheaper with
commercial components and 3D printers. Geographic concentration of energy infrastructure becomes
a fatal weakness before these asymmetric weapons. Massive facilities that cannot be hidden, cannot
be moved, and cannot be extinguished once burning are perfect targets if you know their coordinates.

And the country that writes this grammar best is the country that experiments with it, refines it, and
improves it every day on the battlefield. In spring 2026, that country was Ukraine.
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The flames on the Baltic coast did not burn only Russia's oil exports. They burned the
twentieth-century formula of war, the formula that expensive weapons win. On those ashes, a new
formula was being written. Plastic and circuit boards worth a thousand dollars were slowly
dismantling the empire of steel and gunpowder.
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Chapter 23: Yuan Tolls
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23.1 Why the IRGC Receives Payment in Yuan

On March 13, 2026, a new shipping lane opened in the Strait of Hormuz. It was not an existing
international route. Nor was it an official two-way waterway running north-south through the middle of
the strait. Instead, it was a narrow channel cutting through Keshm Island and Larak Island, within
Iranian territorial waters. To use this lane, shippers first had to contact an "Approved intermediary"
designated by the IRGC,Islamic Revolutionary Guard Corps. Five documents were required: the
vessel's International Maritime Organization registration number, owner information, cargo manifest,
crew roster, and final destination. Once submitted, the intermediary forwarded the complete file to the
Hormozgan Provincial Command of the IRGC Navy.

The screening process at the Hormozgan Command proceeded in three stages. Sanctions screening,
cargo suitability review, and a third step that Lloyd's List Intelligence called "geopolitical vetting." This
third checkpoint was crucial. Any vessel with even the slightest connection to the United States or
Israel was rejected. A ship whose owner was a subsidiary of a U.S.-based company, whose cargo
insurance was underwritten in London or New York, or whose crew included even a single American
or Israeli national,any of these would be barred from passage.

Vessels that passed screening received a "clearance code." When a ship entered the strait, IRGC
patrol boats requested the code via VHF radio. Once verified, an escort vessel arrived to accompany
the ship through Iranian territorial waters. Between February 28, when the war began, and March 25,
only 142 vessels transited the Strait of Hormuz. During the same period in 2025,March 1-24,2,652
vessels had passed through. Where more than 100 ships had crossed daily before the war, only 142
transited the strait in an entire month.

And of those 142 vessels, at least two paid for passage. According to Lloyd's List, the toll reached as
much as 2 million dollars per ship. Alaeddin Boroujerdi, a member of Iran's parliamentary foreign
affairs committee, confirmed this figure directly in an interview with Iran International, the
Persian-language satellite broadcaster based in Britain. "War has costs. It is natural that we collect
tolls from vessels passing through the Strait of Hormuz." Another Iranian legislator, Mohammadreza
Rezaei Kouchi, stated through Farsi and Tasnim,news agencies affiliated with the Revolutionary
Guard,that "Parliament is advancing legislation that formally enshrines Iran's sovereignty, control, and
oversight of the Strait of Hormuz in law, while making toll collection a revenue source."

Then came the critical moment: the tolls were not collected in U.S. dollars. Lloyd's List reported: "Two
vessels paid the toll directly, and the payment was made in yuan." A Chinese shipping services
company mediated the transaction. In Lloyd's original words: "One passage was arranged with a
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Chinese shipping services company serving as intermediary, and the company also handled the
payment to Iranian authorities."

Why yuan?

To answer this question, one must first understand how U.S. financial sanctions work. Nearly all
dollar transactions conducted anywhere on Earth ultimately pass through settlement systems at
American banks in New York. Whether sending or receiving funds denominated in dollars, the
transaction record flows through New York. This grants the U.S. Treasury Department's Office of
Foreign Assets Control, or OFAC, a formidable tool. OFAC can track dollar transactions connected to
sanctioned targets, freeze those funds, and penalize financial institutions that participate in such
transactions. Iran had been effectively cut off from the global financial system by this machinery since
2012. Major Iranian banks were expelled from SWIFT, and third-country firms conducting dollar
transactions with Iran faced U.S. secondary sanctions.

Using yuan allowed the entire surveillance apparatus to be bypassed. Since 2015, China has
operated its own cross-border payment infrastructure: the Cross-Border Interbank Payment System,
or CIPS. Directly overseen by China's central bank, the People's Bank of China, this system handles
the clearing and settlement of international transactions denominated in yuan. By 2024 standards,
CIPS processed 175.49 trillion yuan annually, equivalent to approximately 24.5 trillion U.S. dollars,a
43 percent increase year-over-year. By 2025, participation had grown to 1,683 institutions across 121
countries: 73 percent in Asia, 17 percent in Europe, 4 percent in Africa. In June 2025, six banks from
the Middle East and Africa,First Abu Dhabi Bank, Standard Bank, the African Export-Import Bank,
among others,joined CIPS as the network's first overseas direct participants. The plumbing that
China had quietly and persistently laid already extended to more than 4,900 financial institutions
across 189 nations.

Transactions in yuan through CIPS do not flow through New York. The U.S. Treasury cannot see
them. It cannot freeze them. It cannot block them. For Iran, yuan was not a currency but a shield.

Iran's second reason for insisting on yuan was more practical: it could spend the yuan received
directly as yuan. China was Iran's largest customer for crude oil. Before the war, more than 90
percent of Iranian crude flowed to China. Iran received payment for its oil exports in yuan, then
imported Chinese consumer goods, electronics, construction materials, and dual-use components
applicable for military purposes with that same yuan. A closed-loop economy operated between Iran
and China for years without a single dollar touching it. The Hormuz toll was simply a new revenue
stream plugged into this existing circulation.

The message this sent to Washington was clear: the non-military weapon that the United States
regarded as its most powerful,financial sanctions,was not functioning at the world's most critical
energy chokepoint. In the war America had started, the tool its adversary used to neutralize America's
weapon was a payment system built by America's competitor. This was not a technical workaround. It
was structural disarmament.
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23.2 The Maritime Economy Taking Shape Outside Dollar Settlement

June 8, 1974, Jeddah, Saudi Arabia. U.S. Secretary of State Henry Kissinger and Saudi Prince Fahd
Ibn Abdel Aziz signed an agreement. The official document contained not one mention of the word
"oil." It outlined four working groups: industry, education, technology, and economics. Yet the
accord's true meaning lay elsewhere. Saudi Arabia would sell oil only in U.S. dollars. In exchange,
the United States would provide military protection for the kingdom's oil fields and royal house.
Excess dollars would be reinvested in U.S. Treasury bonds and securities markets.

This informal commitment gave birth to the petrodollar system. By 1975, every member of OPEC
began trading oil exclusively for dollars. To buy oil, one first had to buy dollars, and to buy dollars,
one had to access the American financial system. This architecture became the invisible pillar that
held the U.S. dollar aloft as the world's reserve currency for half a century.

In March 2026, what occurred in the Strait of Hormuz created the first physical crack in that pillar.

Let us examine the specific form that crack took.

Three things were necessary to pass through the Strait of Hormuz: a ship, insurance, and a means of
payment. When war broke out, the Lloyd's insurance market in London and American insurers
refused to underwrite war-risk insurance for vessels transiting the strait. Without insurance, ships
cannot move. No shipowner, however willing, can send a multi-billion-dollar tanker into a war zone
uninsured,it is suicide. This was the "surrender of insurance" discussed in Chapter 9.

But the surrender of insurance had exceptions. The closure of Western insurance markets did not
make all insurance on Earth disappear. China and Russia operated insurance companies beyond the
reach of Western sanctions. Ingosstrakh, Russia's state insurer, and China's China Export and Credit
Insurance Corporation, known as Sinosure. These insurers provided war-risk coverage for
Iranian-approved vessels. Where Western insurance had vanished, insurance from China and Russia
began to fill the void.

Two maritime economies then split apart.

One was the existing dollar-based maritime economy. Ships insured at Lloyd's in London, settled in
banks in New York, escorted by the U.S. Navy,the traditional shipping lanes. Vessels in this economy
stood waiting at either end of the Strait of Hormuz. As of March 2026, roughly 2,000 ships were idling
on both sides of the strait, with more than 400 additional vessels floating in the waters off the Gulf of
Oman, trapped inside the Persian Gulf or barred from entering.

The other was a newly formed yuan-based maritime economy. Ships insured by Chinese or Russian
insurers, settled in yuan through CIPS, escorted by the IRGC as they transited Iranian territorial
waters. Vessels in this economy were moving, albeit slowly. Of the 142 vessels that transited
between March 1-25, roughly 90 percent, according to Lloyd's List, were somehow connected to Iran.
Oil tankers carrying Iranian crude, cargo ships under Chinese ownership, LPG carriers bound for
India, Pakistani-flagged tankers. These vessels announced their nationality and ownership through
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AIS transponders as they passed through the strait. On March 5, the bulk carrier Iron Maiden,
operated by Chinese shipping firm Cetus Maritime Shanghai, transmitted "CHINA OWNER" on its
AIS as it exited the strait. That same day, the LPG tanker Bogazici broadcast: "Muslim-owned and
Turkish-operated."

In pre-war transits through the strait, no ship needed to send such messages. Vessels simply passed.
No one asked what country owned a ship, who had insured it, or in what currency the transaction was
conducted. That was freedom of the seas,the "right of transit passage through straits used for
international navigation" guaranteed by the United Nations Convention on the Law of the Sea, Article
38. Iran had signed but not ratified this convention; the United States had done neither. A gray area in
international law became, exactly, a gray area on the water.

The economic implications of this dual structure become visible in numbers.

According to data traced by Keith Johnson, a reporter for Foreign Policy, all the oil moved through the
strait in March combined fell short of a single day's pre-war volume. Yet Iran's Kharg Island oil
terminal loaded 1.6 million barrels in March,nearly the same monthly volume as before the war.
Iranian oil did not stop. What stopped was everyone else's oil. Crude and gas from Saudi Arabia, the
UAE, Kuwait, and Qatar were trapped inside the strait.

This exposed a dilemma facing Saudi Arabia and the UAE. For their oil to exit the strait, they needed
Iran's permission. To obtain permission, they had to submit to IRGC screening. Even if they passed,
they might owe a toll. And that toll had to be paid in yuan. A tanker carrying oil from Saudi Aramco
passing through Hormuz would need to source Chinese yuan. This was a world Henry Kissinger in
1974 could never have imagined.

Sultan al-Jaber, head of the Abu Dhabi National Oil Company and COP28 president, stated at an
event hosted by the Middle East Institute in Washington: "Weaponizing the Strait of Hormuz is not an
attack on one nation. It is economic terrorism against every consumer, every household that depends
on affordable energy and food. If Iran holds the strait hostage, every nation will pay ransom at the gas
pump, the grocery store, the pharmacy."

Yet al-Jaber did not say what he knew: that this "ransom" was being paid in yuan, not dollars. And as
those yuan transactions accumulated, the fifty-year-old coupling between oil and the dollar was
unraveling one thread at a time.

CIPS recorded its highest transaction volume in March. In a Foreign Policy article, Mike Lipsky and
his analysis team reported: "As Iran's tolls and oil payments concentrate in yuan, CIPS transactions
are sustaining the highest levels of the past year." With each yuan settlement added to the stack, one
more brick was being laid toward a parallel financial infrastructure that circumvented the dollar
system.

Sal Mercogliano, a maritime historian at Campbell University, summarized it this way: "International
law nowhere authorizes setting up tollgates and extorting the shipping industry. What Iran is doing
right now is using the only card it holds,its control over the Strait of Hormuz." His words were precise.
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Yet the card Iran was playing was not Hormuz alone. It held a second card: the yuan. And the nation
that created that card was not Iran. It was China.

23.3 China, Russia, India, Pakistan: Approved Transit; U.S. Allies Excluded

On March 26, 2026, Iranian Foreign Minister Abbas Araghchi released an official statement. Vessels
flagged in China, Russia, India, Iraq, and Pakistan could transit the Strait of Hormuz, provided they
coordinated in advance with Iranian authorities. That same day, through direct negotiations with
President Masoud Pezeshkian, Malaysia secured approval for its ships, and Thailand, through its
embassy in Tehran, had likewise negotiated safe passage for its vessels.

Examining this approval list laid bare the geopolitical fault lines of 2026.

Consider China first. It was Iran's largest oil customer. Before the war, most Iranian crude headed to
Chinese independent refineries known as teapot refineries. China also owned the payment
infrastructure that provided CIPS. For Iran, China was customer, bank, and ally. Chinese vessels
naturally transited Hormuz most safely. Between March 1-15, eleven Chinese-connected ships
crossed the strait, most of them general cargo vessels. COSCO, China's state-owned shipping
company, suspended new bookings for Middle East routes immediately after the war began, but
individual Chinese-owned vessels continued crossing.

Yet China's passage was not entirely risk-free. On March 12, a Chinese-owned ship transmitting
"CHINA OWNER" on its AIS was struck by shrapnel as it navigated toward Jebel Ali in the Middle
East Gulf. After this incident, passage by major Chinese shipping companies noticeably declined. On
March 27, two large COSCO container ships, CSCL Indian Ocean and CSCL Arctic Ocean,
attempted to transit but received word that "safe passage could not be guaranteed," forcing them to
turn back. Flying a Chinese flag did not guarantee automatic clearance. IRGC screening proceeded
on a case-by-case, ship-by-ship basis.

India's situation was more complex.

India was not a U.S. ally, and it issued no statement opposing American military operations. Here too,
India's longstanding foreign policy principle of "strategic autonomy" was at work. For India, a blocked
Hormuz was not a security issue but a survival issue. A substantial portion of India's LPG imports
came through the Gulf and the strait, and when war erupted, cooking-gas shortages swept across
India. The government invoked emergency powers, directing refineries to maximize LPG production
and prohibiting LPG refills entirely for households with piped natural gas connections.

Foreign Minister Subrahmanyam Jaishankar negotiated directly with Iran. In an interview with the
Financial Times, he said: "I am currently in dialogue with Iran, and that dialogue has produced some
results." But he immediately added: "There is no blanket agreement on Indian-flagged vessels. Every
ship's movement is a case-by-case matter."

Case-by-case negotiations took concrete form. India repatriated approximately 180 crew members of
an Iranian military vessel that had been held in Indian custody. Three Iranian naval ships had been
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participating in an Indian-hosted joint exercise in the Indian Ocean just before the war; one was sunk
by a U.S. submarine's torpedo, and two took refuge in India and Sri Lanka. India protected these
crew members and arranged their return home,a "goodwill gesture" that became leverage in
negotiations with Iran. Chintamani Mahapatra, head of the Kalinga Institute of Indo Pacific Studies,
assessed that "Iran's permission for Indian vessels to transit reflects its reward for India's neutral
policy."

As a result, two Indian-flagged LPG carriers transited Hormuz on March 14. Both belonged to India's
Shipping Corporation of India. According to Bloomberg, a senior crew member on one vessel testified
that "the Iranian Navy directly escorted our ship along a pre-approved route." Between March 14-24,
five additional Indian-flagged LPG carriers cleared the strait, and Operation Sankalp was executed,
with the Indian Navy receiving these vessels in the Gulf of Oman and escorting them onward to India.
On March 23, the Jag Vasant and Pine Gas passed through the strait following the Iranian coastal
route near Keshm and Larak Islands. The combined cargo of both vessels totaled 92,600 tons of
LPG.

Pakistan's case was the most direct. Pakistan is Iran's neighbor, and the two countries share a
909-kilometer border. Pakistan took on the role of mediator from the early stages of the war, and it
was also Pakistan that delivered the United States' 15-point ceasefire proposal to Iran. On March 16,
a Pakistani-flagged Aframax-class tanker passed through the strait with its AIS transmitter on. This
vessel, loaded with crude oil from Abu Dhabi in the UAE, became the first recorded instance of a ship
publicly transiting the strait with non-Iranian cargo under Iran's permission.

Looking at the list of countries not included on this permission list reveals another facet of the world.

The United States. The United Kingdom. Germany. France. Japan. South Korea. Australia. The
Netherlands. Ships from these nations could not pass through the Strait of Hormuz. They were either
dispatching vessels to the Combined Maritime Forces led by the United States or aligned with U.S.
diplomatic policy toward Iran. The IRGC classified these countries' vessels as "hostile nations-linked
ships." On March 26, the language Iran sent in its letter to the 176 member states of the International
Maritime Organization (IMO) read as follows: "Vessels of non-hostile states that do not participate in
or support acts of aggression against Iran and fully comply with Iran's declared safety and security
regulations may safely transit the Strait of Hormuz through coordination with Iranian authorities."

The term 'non-hostile states' was the key. It was Iran that decided which countries were hostile and
which were not. Not the United Nations. Not the International Maritime Organization. Not the
International Court of Justice. A country owning the northern coastline of a 21-mile waterway was
making the determination of who could pass through it. In the language of international law, this was
a clear violation. Article 38 of the UN Convention on the Law of the Sea guarantees all nations' ships
and aircraft the right of transit passage through international straits. Jasem Mohamed al-Budaiwi,
Secretary General of the Gulf Cooperation Council (GCC), condemned Iran's toll collection as an
"invasion and violation" of the UN Convention on the Law of the Sea.
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Yet there was an unbridgeable gap between the language of international law and the reality of the
Strait of Hormuz. What the law commanded differed from what actually happened at sea. With the
IRGC's missiles, drones, fast attack boats, and mines controlling the strait, reciting international law
provisions alone could not get a single tanker through.

As a result, the Strait of Hormuz became, in March 2026, a filter that divided the world into two
classes.

On one side stood countries under the U.S. financial system and military alliances. For these nations,
the Strait of Hormuz was closed. Oil imports ceased. Crude prices climbed to $126 per barrel.
Inflation spread. Air routes contracted. The economic impact of the strait blockade covered in
Chapters 9 through 11 fell entirely on these countries.

On the other side stood countries operating outside U.S. sanctions. China continued its energy
imports by purchasing Iranian crude in yuan. India negotiated case-by-case diplomacy to extract its
LPG carriers. Pakistan used its role as mediator to secure passage for its own tankers. Russia
deployed its shadow fleet into the strait, using this chaos as a pressure point against the West.

The analysis that most precisely captured the meaning of this division came not from a report by the
U.S. Congressional Research Service (CRS) or from a policy paper by the Brookings Institution. It
came from a sentence written by an energy analyst who had been writing about the Iran war: "If you
settle in dollars, uncertainty remains. If you settle in yuan, passage is guaranteed. This is the most
sophisticated economic trap created in a war zone."

This trap was not improvised. Since CIPS began operations in 2015, China had quietly laid the
groundwork over ten years. Yuan swap agreements. Expansion of directly participating banks in the
Middle East and Africa. Construction of a yuan settlement network among BRICS nations. None of
these drew major headlines. Western media paid more attention to China's youth unemployment
rates or real estate crises. Meanwhile, CIPS's annual processing volume more than tripled after 2020,
and participating institutions spread to 121 countries. What had been a backup system converted to
an operational system the moment war began on February 28, 2026.

For U.S. policymakers, this cast a longer shadow than the $126 oil price. Oil prices would fall once
the war ended. But once-activated non-dollar settlement practices are difficult to reverse even after
war ends. Once a precedent is set that "you can buy oil and cross the sea without dollars," that
precedent does not disappear. The Strait of Hormuz in March 2026 was the scene where that
precedent was being written in real time.

No one could say how long Iran's toll gate would remain in place. Beginning March 19, the United
States launched military operations to open the strait. President Trump warned Iran not to lay mines
in the waterway and requested seven countries dispatch warships for Hormuz escort. But even if the
toll gate disappeared tomorrow, the record of yuan transactions settled through CIPS over the course
of March would remain. The experience of Chinese shipping service companies acting as
intermediaries between the IRGC and ship owners does not vanish. The diplomatic pathway by which
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India, through case-by-case negotiations, obtained Iran's permission and extracted its LPG carriers
becomes a precedent that can operate again when the next crisis arrives.

The petrodollar system is not the kind of thing that collapses overnight. About 80 percent of global oil
transactions were still conducted in dollars, and the yuan's share of global settlements through
SWIFT stood at just 3 percent as of June 2025. Compared to 48 percent for the dollar and 24 percent
for the euro, it was still not in the same category.

But the strength of the petrodollar system lay in the absence of alternatives. Because there was no
way to buy oil in any currency other than dollars, all nations had to hold dollars. In March 2026, at the
Strait of Hormuz, that premise of "no alternatives" broke. A complete pathway actually worked: paying
tolls in yuan, purchasing oil in yuan, completing settlements through CIPS. The scale of operation
was small. Two vessels paid tolls, and dozens transited the strait. But the collapse of the wall
between "possible" and "impossible" is a structural change regardless of scale.

The words of an analyst at the Defense Department's Foreign Defense division serve as the
conclusion to this chapter: "Iran threatened for 40 years that it would use the Strait of Hormuz as a
lever, and for 40 years America's war planners prepared for it. But the strait has effectively closed.
And Iran is even collecting tolls from it."
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Chapter 24: Sanctions' Self-Destruction
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24.1 The Structure of Increasing Russian Revenue as Russian Sanctions Are Lifted

On the evening of March 5, 2026, U.S. Treasury Secretary Scott Bessent issued a statement. It
announced a waiver (General License) permitting India to purchase Russian crude oil for thirty days.
The measure was limited to volumes already aboard tankers and floating at sea before March 5.
Bessent insisted that the action was "a narrow, short-term measure" and would not "provide
substantial financial benefit to the Russian government."

A week later, on March 12, the Treasury Department expanded the scope of the waiver. Not only
India, but other countries could now purchase Russian crude oil loaded before March 12. The
measure was effective through April 11. Again, it carried the caveat that it applied only to "volumes
already at sea." That evening, the Washington Post headlined the news: "Trump Administration
Temporarily Lifts Russian Oil Sanctions to Curb Economic Fallout from Iran War."

Tracing the circumstances that led to this decision reveals the contradictory structure into which the
United States had fallen.

By early 2026, the Russian economy was groaning under the pressure of Western sanctions. In
January and February, Russia's oil and gas revenues declined 11.6 percent compared to the same
period the previous year, and the federal budget deficit swelled to 3.5 trillion rubles (approximately 43
billion dollars). Russian Urals crude was bound by the Western price cap (a G7 measure limiting the
maritime shipping price of Russian crude to 60 dollars per barrel), selling in Asian markets at a
10-to-13 dollar per barrel discount compared to Brent. Inside the Kremlin, warnings circulated that a
financial crisis could strike before summer arrived. The Washington Post reported, citing sources, that
Putin's inner circle warned of a possible crisis within "three to four months." Plans for a 10 percent cut
to non-defense budgets were under concrete discussion.

On February 28, as Operation Epic Fury began and Iran effectively blockaded the Strait of Hormuz,
all of this reversed.

Oil prices surged first. Russian Urals crude, which traded at 57 dollars per barrel on February 27, the
day before the war, soared to 98.93 dollars by mid-March. A 70 percent jump. Bloomberg, citing
Argus data, reported that this was the highest price since Russia began large-scale exports to the
Indian market in 2022. The discount versus Brent narrowed to 4.80 dollars per barrel. The gap, which
had been 10 to 13 dollars not long before, had nearly vanished. Sergey Vakulenko, a senior fellow at
the Carnegie Russia Eurasia Center, told CNBC that Urals crude "currently stands at 115 dollars per
barrel." Double the level just before the war.
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The sanction waiver poured fuel on this trend. Once announced, the roughly 130 million barrels of
Russian crude floating at sea suddenly became legal merchandise. Indian refiners who had
previously shunned Russian oil purchases out of fear of sanctions violations rushed into the market
en masse. Muyu Xu, an analyst at Kpler, reported that "Indian refiners have been actively seeking
immediate Russian deliveries since last weekend." Tankers previously bound for China changed
course, now heading to Indian ports. Tracking data from Kpler and Vortexa captured two tankers
carrying some 1.4 million barrels altering their destination from East Asia to India.

Look at the money flows. According to data from the Center for Energy and Clean Air Research
(CREA), based in Helsinki, Russia earned 7.7 billion euros (roughly 8.3 billion dollars) from fossil fuel
exports in just 15 days, from March 1 through March 15. That is about 513 million euros per day. This
represents a 14 percent increase from the daily average in February (472 million euros). The
Financial Times calculated that surging oil prices were generating some 150 million dollars in
additional daily revenue for Russia. Bloomberg reported that Russia's crude oil export revenues in the
fourth week of March reached 2.48 billion dollars on a weekly basis. The highest since April 2022. A
120 percent increase from the end of February.

Research from an institute under the Kyiv School of Economics (KSE) illustrates the scale of this
windfall by scenario. Even in the optimistic scenario where the war ends within six weeks and supply
recovers quickly, Russia reaps an additional 84 billion dollars in export revenues and an additional 45
billion dollars in tax receipts. In the worst-case scenario, where the war drags on into autumn, oil
maintains 150 to 200 dollars per barrel, Russia's total oil and gas revenues reach 386.6 billion dollars,
and additional tax receipts reach 212.5 billion dollars.

Set one fact alongside these numbers and the contours of the contradiction become sharp. The
United States had been using an intricately woven sanctions regime, built over more than two years
since the invasion of Ukraine, to strangle Russia's war finances. At precisely the moment when that
pressure began to take effect, the Iran war that America itself had started pushed oil prices higher,
forcing the United States to lift sanctions to contain those prices.

President Zelenskyy said this at a press conference with Macron in Paris on March 13: "This sanction
relief alone could provide Russia with roughly 10 billion dollars in war funding. This does not help
peace." He added, "It is not the right decision to lift sanctions and thereby enable more drones to fly
toward us."

German Chancellor Friedrich Merz said the same day in Norway, "Six of the G7 nations have
expressed their view very clearly that this is the wrong signal. The issue right now is price, not supply.
In light of that, I would like to know what additional motivation led the U.S. government to make this
decision."

Macron said that the Hormuz crisis did not justify "in any way the easing of Russian sanctions."

But the logic inside the United States was different. Oil prices climbed daily. U.S. gasoline prices
raced toward 4 dollars per gallon. Brent crude surpassed 100 dollars per barrel on March 13, rising
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some 9 percent that week alone. The Trump administration was calculating the impact of surging
energy prices on the midterm elections. White House spokesman Kushi Desai explained the measure
in an email statement as "one of several tools to shore up global supply until Iran's threat is
neutralized."

Emily Peck of Axios summarized the situation in one sentence: "Trying to manage a 'hot war' with
Iran while simultaneously maintaining a 'cold war' against Russia has become more difficult."

Eddy Fishman, who handled Russia and European sanctions in the Obama administration, said,
"This is the first major relaxation of the sanctions regime we built after the 2014 invasion of Crimea.
There is a risk of dismantling this system."

Kori Heraman of the Brookings Institution pointed to the same structural dilemma: "The U.S.
government must manage crises and set priorities. Right now there are three priorities at stake
simultaneously. Low oil prices, the Iran war, and pressure on Russia to end the Ukraine war."

All three could not be achieved simultaneously. To contain oil prices, supply had to be increased. To
increase supply, Russian sanctions had to be lifted. Lifting Russian sanctions meant giving Russia
money for the Ukraine war. The war launched to strike Iran ended up dismantling, by America's own
hand, the sanctions regime it had built to pressure Russia.

Vakulenko of the Carnegie Center summarized it this way: "Putin was mortgaging the country to
finance his war. Now he no longer needs to."

Bloomberg reported on March 27 that Russia's Ministry of Economy had decided to maintain its 2026
GDP growth forecast at 1.3 percent as originally planned. Just weeks earlier, discussions of
downgrading it to 0.7 percent had been underway. The plan for a 10 percent budget cut was
withdrawn. The oil windfall was refilling the sovereign wealth fund and creating the capacity to absorb
defense spending of 12.9 trillion rubles (approximately 157.4 billion dollars).

Alice Johnson of Geopolitical Monitor captured the structural meaning of this situation: "A sanctions
system that can be loosened whenever another war disrupts the oil market begins to look like
emergency measure rather than principle."

A letter sent to the Trump administration by U.S. Senators Tim Kaine and Ruben Gallego formally
documented this contradiction: "According to publicly available reports, Russia began sharing
sensitive information about U.S. military positions and movements with Iran's military from day one of
the conflict. Your decision to ease sanctions is shocking in itself, based solely on Russia's direct
military support for Iran. And yet Russia is already expected to earn up to 4.9 billion dollars from
surging oil prices, and your sanction waiver will undoubtedly swell that amount."

The structural limits of sanctions as a tool are laid bare here. Sanctions work when the target nation is
isolated and when the imposing party is not simultaneously fighting on another front. In March 2026,
when both conditions collapsed at once, the Russian sanctions regime that the United States had
painstakingly built up for twelve years starting in 2014 began to melt away in the flames of a war that



222

the United States itself had ignited.

24.2 India and China's Deepening Dependence on Russian Crude

An Indian oil ministry official told CNN in early March, "We currently have access to some 100 million
barrels of crude, which can meet roughly 45 days of demand."

Unpacking the numbers hidden behind that single sentence reveals India's predicament. As the
world's third-largest oil importer, India sources over 80 percent of its crude from abroad. According to
Kpler data, 2.5 to 2.7 million barrels of Indian-bound crude pass through the Strait of Hormuz daily.
This volume comes from Iraq, Saudi Arabia, Kuwait, and the UAE. If this shipping lane closes, more
than half of India's daily crude imports are cut off.

From the second half of 2025, India had been reducing Russian crude imports under U.S. pressure.
In August of the previous year, the United States imposed punitive 25 percent tariffs on Indian exports
as retaliation for purchasing Russian oil. India capitulated, scaling back Russian purchases and
substituting Middle Eastern crude. By January 2026, Russian crude represented just 21.2 percent of
India's total oil imports. Some 1.1 million barrels per day. The lowest level since the end of 2022.

But when war broke out on February 28 and Hormuz closed, the Middle Eastern crude that India had
substituted to comply with U.S. demands became trapped precisely within that strait.

India's oil ministry immediately requested that its foreign ministry obtain a waiver from the United
States for Russian crude imports. Bloomberg, citing sources, reported that "India's current
commercial and strategic reserves may amount to only two weeks of consumption." The moment the
U.S. waiver came through on March 5, Indian refiners sprang into action.

The speed was remarkable. In February, before the war, India imported some 1.04 million barrels of
Russian crude daily. In the first week of March, that jumped to 1.5 million barrels. A 50 percent
increase. According to CREA data, India's daily average Russian crude imports for the first three
weeks of March surged 82 percent compared to February. Sumit Ratholia, an analyst at Kpler,
projected that March imports could reach 2 to 2.2 million barrels per day.

The figure Bloomberg reported on March 25 was the clincher. Indian refiners had contracted for 60
million barrels of Russian crude for April delivery. More than double February's volume. The price
was a premium of 5 to 15 dollars per barrel above Brent. Not a discount, but a markup.

We must pause to consider what these numbers mean. From 2023 to 2025, India purchased Russian
crude for one reason: the price. A 10-to-13 dollar per barrel discount versus Brent. This generated
margins for Indian refiners. Yet in March 2026, India is paying a premium for Russian crude. The 6
million barrels Reliance Industries acquired traded near Brent prices. "The India World," an analysis
site, captured this shift in one sentence: "What was once price optimization has become supply
security under geopolitical stress."
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One Kpler analyst identified the core issue: "The problem now is securing molecules,the crude
itself,not the price."

China's moves operated on a different level. While India had to secure a U.S. waiver to purchase
Russian crude, China had no need for such procedures. China already possessed its own payment
systems and transport networks.

Analysis showed that in the first 15 days of the Hormuz blockade, 11.7 million barrels of Iranian crude
reached Chinese refineries. This volume was transported not through the regular international
maritime system but via shadow fleets (tankers operating independently without insurance or
Western shipping services), and all transactions were settled outside the dollar system.

China swept up Russian crude alongside Iranian. Russian crude arriving via the Eastern
Siberia-Pacific Ocean (ESPO) pipeline is supplied reliably, independent of the Strait of Hormuz. It
does not cross the sea. The U.S. Navy cannot intervene. To expand this overland route, China
explicitly included early construction of the Power of Siberia 2 natural gas pipeline in its 15th
Five-Year Plan adopted in March 2026.

Once this pipeline is completed, 50 billion cubic meters of natural gas per year will flow from Siberia
through Mongolia into northern China. This offers a permanent alternative to dependence on Qatari
LNG crossing Hormuz.

Together, India and China represent roughly 36 percent of the world's population and about one-third
of global oil imports. These two countries simultaneously raising their dependence on Russian energy
is not a short-term crisis response but a structural shift.

One fact explains that structure. Indian refiners once faced punitive U.S. tariffs for buying Russian
crude. Now the United States directly grants waivers and tells them to buy. America's war has
nullified America's sanctions, and that nullification has etched energy ties between Russia and Asia's
great economic powers so deeply as to become irreversible.

India's Press Information Bureau (PIB) stated in a statement. "The U.S. exemption was unnecessary.
India was purchasing Russian crude oil even in February 2026." It meant India had no choice but to
buy whether or not America approved.

Once infrastructure is laid, once long-term contracts are struck, once supply chains are switched,
they do not return to their original place even after the crisis ends. When Indian and Chinese port
facilities expand to carry Russian crude oil, payment channels are established, and refinery
processing equipment is readjusted to match Russian crude grades, that becomes a permanent
supply chain. Even if America ends the war and tightens sanctions again, it becomes much harder to
remove the Eurasian energy corridor already in place.

24.3 The War Where Iran Earns Money in Yuan and Russia Breathes Relief from Lifted Sanctions
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CNN reported on March 14, citing Iranian senior officials. Iran was reviewing a condition to allow
limited passage for tankers transiting the Strait of Hormuz, but only when cargo was traded in
Chinese yuan.

To understand the weight of meaning in this single sentence, we must go back to 1974.

After Nixon ended dollar-gold convertibility in 1971, America needed a new anchor. In 1974, the
Nixon administration signed an agreement with Saudi Arabia's King Faisal. Saudi Arabia would sell all
its oil in dollars only, and invest dollars earned from oil exports (oil money) in U.S. Treasury bonds.
America would guarantee Saudi Arabia's security. This agreement soon spread to all OPEC
members and became known as the Petrodollar system.

The operating principle of this system is a self-reinforcing cycle. Because oil trades only in dollars,
every country importing oil must hold dollars. Structural demand for the dollar emerges. Thanks to
this demand, America can borrow money at low interest rates despite running massive trade and
fiscal deficits. It is what former French Finance Minister Valéry Giscard d'Estaing called the
"Exorbitant Privilege" in the 1960s.

Iran's yuan requirement was an attempt to drive a wedge into this 52-year-old circular loop.

The new order in the Strait of Hormuz operated by Iran's Islamic Revolutionary Guard Corps (IRGC)
worked like this. Tankers wishing to transit the strait had to follow designated channels in Iranian
waters. To receive passage permission, they had to pay tolls up to 2 million dollars per vessel. The
payment method was yuan. The payment channel was not SWIFT but China's Cross-Border
Interbank Payment System (CIPS).

CIPS is an independent international payment system that China's People's Bank has operated since
2015. Unlike SWIFT, which is under U.S. surveillance and control, transactions conducted within
CIPS do not pass through foreign exchange banks in New York. The U.S. Treasury's Office of
Foreign Assets Control (OFAC) cannot track or freeze these transactions. In 2025 alone, the volume
of yuan-denominated transactions processed through CIPS totaled about 245 trillion dollars. A 43
percent increase from the previous year.

Above this infrastructure, a financial loop turned between Iran, China, and Russia.

China settles payments for Iranian crude oil in yuan. Bank of Kunlun, a subsidiary of Iran's
Revolutionary Guard, serves as the main settlement hub. China also imports energy from Russia and
settles in yuan. Iran and Russia, having obtained yuan, use that money to purchase Chinese military
components, industrial machinery, and consumer goods. The yuan returns to China. There is no point
for the dollar to intervene in this cycle.

Even India showed signs of joining this flow. Bloomberg reported in late March that Indian refiners
had begun settling part of the payment for Russian crude oil in yuan and UAE dirhams. The dollar
was completely excluded.
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While America was militarily striking Iran, Iran was earning money within a financial system America
could not touch. In the three weeks following the start of the war, Iran secured substantial revenues
through crude oil exports via shadow fleets and yuan tolls. If 30 tankers passed through daily and
collected 2 million dollars per vessel, that was over 20 billion dollars in annual revenue. As the U.S.
Air Force was bombing Iran's missile factories, Iran was self-financing the war costs with the Strait of
Hormuz as a geographic asset.

Russia reaped profits without directly joining this war. Oil price spikes increased export revenues,
U.S. sanctions exemptions eased access to Asian markets, and as Western military attention shifted
to the Middle East, pressure on the Ukraine front also decreased. The Patriot missile symbolically
illustrated this structure. Military historian Richard Sherif pointed out: "In the first four days of the war,
America fired four times more Patriot missiles than it had supplied to Ukraine in four years." Every
missile fired at Iran was a missile that did not go to Ukraine.

The Peterson Institute for International Economics (PIIE) released a report analyzing this structure
head-on. Titled "Russia and China Are Winning the Iran War." The report noted that Russia was
providing satellite imagery and information on U.S. military movements to Iran's military, and that
Iran's drone attack patterns resembled tactics Russia had used in Ukraine. The report's core
conclusion was this: "America started the war to eliminate Iran's nuclear capability, but in the process,
it once again proved that America's sanctions regime has no choice but to concede whenever
domestic energy prices rise."

24.4 The Paradox: America's War Weakens America's Financial Hegemony

March 19, 2026, the day Brent crude hit 119 dollars per barrel. The same day, a different kind of
alarm sounded in the U.S. Treasury market. Fortune ran an article titled "U.S. Debt Faces Weakened
Demand in the Midst of the Iran War." U.S. Treasury bonds maturing this year amounted to 10 trillion
dollars, and buying pressure was weakening.

Place these two numbers side by side and the cracks in the petrodollar system become visible.

The first pillar of the system, the principle that "all oil trades only in dollars," was shaking. Iran was
receiving Hormuz tolls and crude oil payments in yuan. Indian refiners had begun settling part of
Russian crude oil payments in yuan and dirhams. In June 2024, Saudi Arabia did not renew the 1974
agreement and declared it could also sell oil in yuan, euros, and digital currencies. In 2023, about
one-fifth of global oil transactions were settled in currencies other than the dollar. In 2026, that
proportion was rising faster.

The second pillar, trust in the promise that "America guarantees Middle East security," collapsed. On
March 5, twelve insurance companies belonging to the International Group of P&I Clubs, which
provide protective insurance for 90 percent of global maritime cargo, withdrew coverage for vessels
transiting the Strait of Hormuz. The U.S. Navy's Fifth Fleet was stationed in Bahrain, but that alone
could not reassure insurers. According to Lloyd's List Intelligence data, only 77 vessels transited the
Strait of Hormuz in the first half of March. In peacetime, hundreds would have crossed during the
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same period.

The third pillar, the cycle that "oil revenues from oil-producing nations flow back into U.S. Treasury
bonds," was also weakening. As dollar-denominated transactions declined, the dollars held by
oil-producing nations declined, and money available to invest in U.S. Treasury bonds declined.

All three pillars shaking simultaneously is an existential problem for America, which carries 39 trillion
dollars in national debt. Federal Reserve Chair Jerome Powell said America's debt was "not at an
unsustainable level" while warning that "its trajectory will not lead to a good outcome." If foreign
central banks and oil-producing nations no longer purchase U.S. Treasury bonds as they once did,
America's annual interest costs would exceed 1 trillion dollars.

At the foundation of all this lies a structure known as the "Sanctions Paradox."

America repeatedly used the tools of expulsion from the dollar payment system (SWIFT blocking) and
freezing of foreign assets to force rogue nations into submission. Russia, Iran, Venezuela, North
Korea, Afghanistan. Countries on the U.S. Treasury's sanctions list account for one-third of all nations
on Earth and 60 percent of low-income countries.

Sanctioned countries sought alternatives outside the dollar to survive. CIPS grew. mBridge (a
multilateral central bank digital currency platform) began operating. China established yuan swap
lines with more than 40 central banks. In 2018, the Shanghai International Energy Exchange
launched yuan-denominated crude oil futures contracts. All this infrastructure was already in place
before the war started on February 28, 2026.

The war was a moment to test whether this infrastructure worked in real conditions. And it did. Iran
received tolls in yuan through CIPS. Shadow fleets transported Iranian crude oil to China without
Western insurance or Western shipping services. India settled Russian crude oil payments in
non-dollar currencies. Professor Kashif Hassan Khan of Asia Times wrote: "Iran's Hormuz yuan
policy is not creating a new direction for global finance, but accelerating a direction that already
exists."

The dollar does not lose its status as the global reserve currency overnight. As Asia Times points out,
"The yuan is not yet ready to shoulder the burden of a global reserve currency. China still maintains
capital controls, and the openness and credibility of its financial markets fall short of the United
States." According to IMF data, the dollar still holds a dominant share of global foreign exchange
reserves. It took about 30 years, from the 1920s to the 1950s, for the British pound to withdraw from
its position as the world's reserve currency.

But there is a trend. And the 2026 Iran war was an event accelerating that trend. European Business
Magazine assessed it this way: "Previous discussions of de-dollarization were theoretical. This time
there is a chokepoint, there are shadow fleets, there is a functioning yuan payment system, and there
is a geopolitical crisis with no sign of resolution."
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The structure of the paradox America faces can be summarized like this. America used sanctions to
protect the strength of the dollar. When it overused sanctions, adversary nations created
infrastructure to bypass the dollar. With infrastructure in place, America started a war. To manage the
energy crisis created by the war, sanctions had to be lifted. When sanctions were lifted, money flowed
to adversary nations. The adversaries earned that money in non-dollar currencies and spent it in
non-dollar currencies.

Senators Cain and Gallego wrote in a letter to the administration: "Lifting sanctions on adversary
nations while simultaneously conducting active conflict is another example of inconsistent and
disorderly policy. Economic relief for the American people begins not with continuing the chosen war,
but with ending it."

You cannot destroy an adversary's payment system with bombs. A B-2 bomber cannot strike CIPS
servers. Tomahawk missiles cannot sever yuan swap lines. What the 2026 Iran war revealed is the
limits of military power in twenty-first century great power competition. America deployed a military
stronger than any nation in the world to Iran, but the economic shockwave created by that
deployment was returning to erode America's own financial hegemony.

America has the military power to physically open the Strait of Hormuz. But the currency in which
ships crossing the strait settle their payments cannot be forced by military power. There is no force in
an aircraft carrier that can compel merchants to keep specific ledgers.
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Chapter 25: The Genealogy of Energy Weaponization
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25.1 The 1973 Arab Oil Embargo

October 6, 1973,Yom Kippur, the Jewish Day of Atonement. Egyptian forces crossed the Suez Canal
and Syrian forces breached the Golan Heights. Israel was driven back. Five days later, on October
12, President Richard Nixon approved a massive military airlift to Israel. Hundreds of C-5A Galaxy
and C-141 Starlifter transport aircraft took off from air bases across the United States bound for Tel
Aviv. The operation was named Nickel Grass. Tanks, ammunition, and missiles poured into the
desert across an aerial bridge.

King Faisal of Saudi Arabia was watching the news. On October 19, Nixon requested 2.2 billion
dollars in emergency aid to Israel from Congress. That same day, the Organization of Arab Petroleum
Exporting Countries (OAPEC) held a ministerial meeting in Kuwait. The decision had already been
made. Complete halt to oil exports to nations supporting Israel. Production would be cut by 5 percent
each month. Until Israel withdrew from occupied territories.

This was the first moment energy was wielded as a weapon to force foreign policy.

Before the embargo began, the global oil market looked nothing like it does today. Until the 1960s,
international oil prices were controlled by seven major Western petroleum companies, the so-called
Seven Sisters. Exxon, Mobil, Chevron, Texaco, Gulf Oil, BP, and Royal Dutch Shell. Oil-producing
nations could not set the price of oil drawn from their own soil. OPEC was founded in 1960, but for
more than a decade it remained powerless against the Western companies' dominance.

Meanwhile, American oil consumption was climbing. In 1950, U.S. oil imports were under 500,000
barrels per day, accounting for only 8 percent of domestic consumption. By 1973, imports had grown
to 19 percent of domestic consumption. The United States burned one-third of the world's oil supply
while its own production had peaked in 1970 and was declining. Suburban homes, high-displacement
automobiles, and energy-intensive manufacturing,the entire American structure had been built on
cheap and abundant oil. All of it hung on a single valve in the Middle East.

When OAPEC closed the valve, the actual volume of oil that vanished represented roughly 7 percent
of global supply. About 7 percent of American oil imports. In absolute terms, the quantity was not
catastrophic. Market panic moved faster than the embargo itself.

Crude prices jumped from 2.90 dollars per barrel to 11.65 dollars per barrel by January 1974. A
fourfold leap. Lines of vehicles stretched outside gas stations across America, and 'No Gas' signs
became routine. Congress passed the Emergency Petroleum Allocation Act, imposing mandatory
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rationing, and an odd-even system went into effect,drivers could refuel only on certain days based on
their license plate number. Stagflation gripped the Western world. U.S. inflation rocketed from 3.3
percent in 1972 to 11 percent in 1974.

The shock reached far beyond America. By November, Arab oil production had fallen 25 percent from
September, and Middle East exports to the West dropped 60 to 70 percent. Japan and Western
European nations capitulated to Arab pressure, hastily issuing pro-Arab statements. State
Department records estimate that oil import costs for France and Italy each rose by 1.5 billion dollars.
Cracks widened between the United States and its European allies. Europe blamed American
support for Israel for triggering the embargo, while America accused Europe of surrendering too
readily to Arab coercion.

In March 1974, as disagreement festered within OAPEC, the embargo ended. Five months of oil cuts
were over, yet prices remained high. What those five months left behind was structural change far
deeper than the price spike.

First change. To prevent future crises, the United States created the International Energy Agency
(IEA) in 1974 alongside other industrialized nations. Members established a system to jointly release
oil reserves during emergencies. The U.S. launched the Strategic Petroleum Reserve (SPR), storing
hundreds of millions of barrels of crude in vast underground salt caves in Louisiana and Texas.
Energy security as a concept was born in that moment.

The second change mattered more. In 1974, Secretary of State Henry Kissinger and the Saudi royal
family conducted a series of high-level talks. Treasury Secretary William Simon and his aide Jerry
Parsky reached a secret accord with Saudi officials. The existence of this agreement remained
hidden until 2016, when Bloomberg obtained it through a Freedom of Information Act request. The
core bargain: America would guarantee Saudi Arabia's security and supply weapons. Saudi Arabia
would invoice oil sales in U.S. dollars and invest surplus oil revenues into American Treasury bonds.
By 1975, all OPEC members followed Saudi Arabia's lead. The petrodollar system had been born.

Any nation seeking oil had to acquire dollars first. Central banks worldwide built dollar reserves. Oil
states recycled their massive dollar surpluses back into American Treasury securities. Kissinger
called this loop 'petrodollar recycling.' America could run enormous budget deficits while keeping
rates low, and the dollar preserved its status as the world's reserve currency even after gold
convertibility ended.

The 1973 embargo was a short-term win for Arab oil states. It shook Western diplomacy and
quadrupled crude prices. Long term, it catalyzed something else: the United States linked oil and the
dollar to build a financial system of global dominance. America filled the gap opened by the Arab
valve with its own architecture of power.

Energy weaponization's first model. The producer nation closes the valve. This approach remained
the template for fifty years.

25.2 Russian Gas in 2022
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One June day in 2022, German Economy Minister Robert Habeck told reporters that Nord Stream 1
was 'operating entirely normally' and Russia's technical complaints did not hold up. By then,
Gazprom, Russia's state gas monopoly, had already reduced flow through Nord Stream to 40 percent
of usual levels. A month later, it fell to 20 percent. The reason: turbine repairs. Russia claimed
sanctions prevented Canada from returning a Siemens turbine under maintenance. Siemens Energy
denied ever receiving a repair request from Gazprom.

Russia's gas weaponization differed fundamentally from the Arab oil embargo of 1973. The Arabs
shut the valve once. Announce, execute, done. Russia turned the valve slowly. To 40 percent, to 20
percent, to 0 percent. Citing technical pretexts. Implying gas might flow again if sanctions were lifted.
This was not open warfare but attrition. A race against winter,to starve European storage tanks
before cold arrived.

The reason this weapon worked lay in the structural fragility Germany and Europe had created.

After the Cold War, Germany and Europe embraced 'change through trade' (Wandel durch Handel).
Economic ties would transform Russia toward democracy and markets, they believed. After Japan's
Fukushima disaster in 2011, Germany shuttered all nuclear plants. Coal generation fell too. Natural
gas became the bridge fuel to bridge renewables' intermittency,the gaps when wind dies and sun
hides. That gas came from Russia.

Before war, Germany relied on Russia for over half its natural gas, one-third of its oil, and roughly half
its coal. Nord Stream,a pipeline beneath the Baltic linking Russia and Germany directly,was
engineered to bypass Eastern Europe. Poland and Ukraine warned it would become a geopolitical
sword. Germany pushed forward anyway, calling it merely commerce.

February 24, 2022: Russia invaded Ukraine. The West answered with historic financial sanctions.
Putin turned the pipeline valve.

Weaponization unfolded in stages. First, March and April: gas to Poland and Finland, which had
refused ruble payments, was cut. May: Yamal pipeline halted. June: Nord Stream 1 throttled to 40
percent. July: 20 percent. Late August, Gazprom closed Nord Stream 1 for 'maintenance.' Gas never
resumed. September 2,the very day G7 agreed to cap Russian oil prices,Gazprom announced
indefinite Nord Stream 1 suspension. An oil leak was the excuse.

Kremlin spokesman Dmitry Peskov stated plainly: gas would resume only if sanctions were lifted.
Europe's support for Ukraine meant winter without heat.

September 26: explosions ripped through the Baltic. Three of four Nord Stream 1 and Nord Stream 2
pipeline legs were destroyed. The physical and symbolic cord binding Europe and Russia had been
severed for good.

Prices erupted. European wholesale natural gas (TTF benchmark) exceeded 300 euros per
megawatt-hour. Ten times pre-war levels. Electricity rates soared in tandem. The European Power
Benchmark hit 339 euros per MWh in Q3 2022. That was 222 percent higher than the year before.
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Factories shut down. Uniper, Germany's largest utility, recorded a 40 billion euro loss. The worst in
German corporate history. Germany's government assembled a 200 billion euro rescue package and
nationalized Uniper. Chemical giants like BASF announced they would move production abroad.
Glass, fertilizers, steel,industries that hunger for energy took direct hits.

Europe, bereft of pipeline gas, chased LNG across the ocean. Germany fast-tracked laws to rapidly
install floating LNG regasification units (FSRU). A new floating terminal sprouted in Amsterdam.
European LNG imports surged 89 percent year-over-year in Q3 2022 to 32 billion cubic meters.

The cost of Europe's LNG scramble was borne by poorer nations. As Europe outbid everyone for
cargo ships, Pakistan and Bangladesh lost auctions. Sri Lanka's grid collapsed. Russia's pipeline
weapon, shot at Europe, rode the wind as blackouts across South Asia.

Russian pipeline gas imports fell 69 billion cubic meters between January and November 2022
compared to the year prior. Even counting surging LNG, total Russian gas imports fell 64 billion cubic
meters. Nord Stream 1 fell 85 percent; Belarus-route supply dropped 96 percent.

Europe endured. A milder-than-expected winter, LNG sourcing diversity, and EU-mandated 15
percent gas cuts (actual cuts: 20.1 percent) converged. But Russia paid too. Pipeline gas cannot be
loaded onto ships and sold elsewhere as oil can. Russia lost its largest, most reliable market forever.
Europe's Russian gas dependence fell from 40 percent pre-war to roughly 15 percent by year-end
2023.

The 2022 energy weaponization was a step beyond 1973's valve control. Producers directly
commanded infrastructure (pipelines) and alternated technical excuses with political demands,
strangling consumers inch by inch. Europe's bill for this lesson,hundreds of billions of euros,taught a
hard truth: entrusting national energy to rigid pipelines is a perilous wager.

25.3 Hormuz in 2026

March 2, 2026: an Iranian Islamic Revolutionary Guard Corps (IRGC) official released a statement via
state media. 'The strait is closed. Anyone attempting passage will have their ship set ablaze by the
Revolutionary Guard and our navy heroes.'

The message's audience was not tanker captains. It was underwriters in London and Zurich.

Within 72 hours of Operation Epic Fury,the U.S.-Israeli strike on Iran on February 28,seven of twelve
P&I Clubs, which control 90 percent of marine insurance, cancelled war risk coverage for the Strait of
Hormuz. War risk premiums, 0.125 to 0.25 percent of vessel value before conflict, soared to 5 to 10
percent. A hundred-million-dollar supertanker passing through the strait once would now cost millions
extra in insurance. Norway's Gard and Skuld, Britain's NorthStandard and London P&I, and New
York's American Club all rejected war risk underwriting.

Without insurance, ships cannot sail. Even if owners accepted risk, no insurance meant no port entry
and no cargo acceptance. Daily traffic through the strait,138 vessels pre-war,fell below four by March
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5. A collapse exceeding 95 percent. Around 200 ships lay stranded in Gulf waters, and 40,000 sailors
were trapped at sea.

Iran did not unleash a navy. No mine-laying campaign. Just drones and radio warnings. Over three
weeks, roughly 20 confirmed attacks. Six deaths. The Iran-Iraq tanker war, 1980 to 1988, saw both
sides strike over 400 vessels. The 2026 campaign achieved vastly greater strategic force with far less
violence.

The secret lived in insurance mechanics. Marine insurance operates in binary. Present or absent.
Insurance exists, ships move. Insurance gone, they stop. Iran grasped this binary perfectly. Sinking
vessels was unnecessary. Only making the risk unbearable for underwriters mattered. The tanker
Skylight's attack near Musandam killing two Indian sailors. The drone boat strike on MKD VYOM
igniting an engine room fire. These sufficed. Economic blockade completed before physical blockade
began.

Here, 2026's weaponization parts decisively from both 1973 and 2022.

In 1973, Saudi Arabia refused to supply oil from its own land. In 2022, Russia said it would stop gas
flowing through its own pipelines. In both cases, what was weaponized was a nation's own produced
resources.

In 2026, Iran did not weaponize its own oil. Instead, in the two weeks before the war, Iran tripled its oil
exports to secure cash in advance. What Iran weaponized was the 21-mile strait itself, the sole outlet
through which Saudi Arabia, Kuwait, the UAE, Iraq, and Qatar export their oil and gas to the global
market. According to the IEA, in 2025, approximately 20 million barrels of crude oil and petroleum
products passed through the Strait of Hormuz daily. About one-third of global maritime oil transport
and a significant portion of global LNG trade flowed through this narrow waterway.

Iran did not block this strait. It privatized it. Rather than completely sealing off the waterway, Iran
declared 'selective opening'. It would allow passage through an alternate route via Iranian waters only
to ships from nations not in hostile relations with the United States and Israel. The price was passage
fees of millions of dollars per vessel. The payment currency was not the U.S. dollar but the Chinese
yuan. Transactions were processed through China's Cross-Border Interbank Payment System
(CIPS).

The IEA decided to release 400 million barrels of strategic reserves, the largest amount in history.
The United States announced it would release 172 million barrels from its own Strategic Petroleum
Reserve. France released 14.5 million barrels, South Korea 22.46 million barrels, Germany
approximately 19.7 million barrels, and the United Kingdom 13.5 million barrels. This surpassed the
182.7 million barrels released during Russia's 2022 invasion by more than double.

Yet the market was unforgiving. 400 million barrels amounted to only about 4 days' worth of global
daily production, about 16 days' worth of flow through the Gulf region. To fill the gap left by 20 million
barrels passing through the Strait of Hormuz daily would exhaust the 400 million barrels in 20 days.
On the day the strategic reserve release was announced, Brent crude rose 4 percent and traded in
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the low $91 per-barrel range. Francesco Pesole, a strategist at ING, called the reserve release 'a
water gun, not a bazooka'.

During the 1973 embargo, crude oil that vanished from the market represented about 7 percent of
global supply. The amount that disappeared from the 2026 Strait of Hormuz closure was about 20
percent. By magnitude alone, three times as much. Saudi Arabia, Kuwait, and the UAE possessed
spare production capacity of about 4 million barrels daily, but with the strait sealed, they had no way
to send that oil to sea. The combined capacity of pipeline bypass routes (Saudi Arabia's East-West
Pipeline, the UAE's Abu Dhabi-Fujairah Pipeline, and others) totaled only 3.5 to 5.5 million barrels
daily. The net shortfall was 14.5 to 16.5 million barrels per day, a gap beyond what strategic reserves
could cover.

This is the third generation model of energy weaponization. It is neither refusing to supply resources
nor shutting down pipelines. It is using geography itself as a weapon. And by demanding the Chinese
yuan rather than the dollar as payment for passage through that geography, it cracks open the
petrodollar system that has held for half a century.

25.4 Common Patterns and Critical Distinctions in Weaponized Energy

When the three instances of energy weaponization are laid side by side, recurring patterns emerge.
Simultaneously, a trajectory of evolution across eras becomes visible.

Common pattern one: targeting structural vulnerabilities.

The Arab nations in 1973 targeted post-war capitalism's 'cheap oil addiction'. Though the U.S.
depended on oil imports for only 19 percent of its needs, a 7 percent supply reduction triggered a
four-fold price surge. Psychological fear moved faster than physical scarcity. Russia in 2022 targeted
Germany's 'pipeline dependence'. Germany had entrusted more than half its gas consumption to
Russia and closed off alternative options like nuclear and coal power on its own. Iran in 2026 targeted
the fact that the global economy hung on a single 21-mile-wide strait, and that the safety of that strait
depended on the judgment of London's insurance market.

In all three cases, the target of weaponization was not an adversary's military power but a single point
of failure in the global supply chain. This structure offsets military inferiority with energy as an
asymmetric weapon.

Common pattern two: harm extends beyond the intended target.

The target of the 1973 embargo was the United States and the Netherlands. Yet a four-fold oil price
surge hammered the global economy, including France, Italy, and Japan. The target of the 2022 gas
cutoff was Europe's will to support Ukraine. But as Europe hoarded LNG, Pakistan and Bangladesh
plunged into blackouts. The target of the 2026 Strait of Hormuz closure was U.S. military operations.
Yet the Philippines, which depends 98 percent of its oil imports on the Middle East, and South Korea
and Japan, which depend on more than 80 percent, took direct hits. Energy weapons cannot be
precision-guided. Aim at one place, and the entire global economy trembles.
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Common pattern three: weaponization generates defense systems.

The 1973 shock gave birth to the IEA and the strategic petroleum reserve system. Oil exploration in
non-OPEC regions (Alaska, the North Sea) exploded, and nuclear power plant construction boomed.
The 2022 shock accelerated Europe's energy supply diversification. Floating LNG terminals were
hastily built, renewable energy investment surged, and dependence on Russian gas plummeted from
the 40-percent range to 15 percent in just two years. What defense system the 2026 shock will
generate remains ongoing.

Now we turn to the critical distinctions.

First, the mechanism of weaponization has evolved.

1973 was production control, a one-dimensional method of cutting supply by closing valves. When
OAPEC ministers gathered in a conference room and decided to 'reduce by 5 percent each month',
execution followed immediately. 2022 was infrastructure control, a way of regulating the flow through
a physical structure called a pipeline. It tightened gradually under technical pretexts, and imposed
political conditions to force the other side's hand.

2026 was systems manipulation. Iran lacked the naval force necessary to physically seal the strait
completely. After the U.S. Navy disabled 17 Iranian warships, not a single Iranian vessel remained on
the Persian Gulf. Yet the strait closed. Iran achieved the blockade by manipulating a global
mechanism called the 'insurance system', not military force. With a few drones pushing insurance
premiums to unbearable levels, the market closed the strait on its own. From production control,
through infrastructure control, to systems manipulation. The sophistication of weaponization rose one
step at a time.

Second, the scale of the target changed.

Oil that vanished from the market in 1973 represented about 7 percent of global supply. In 2022, most
of the roughly 40 percent of Europe's pre-war Russian pipeline gas that disappeared from Europe
held only a limited share of total global energy supply. What the 2026 Strait of Hormuz closure cut off
was about 20 percent of worldwide oil supply. Fatih Birol, IEA Executive Director, said 'global energy
supply dropped by about 20 percent'. Nearly triple that of 1973. It was not oil alone but a compound
energy cutoff binding together Qatar's LNG (one of the world's largest LNG exporters), Middle
Eastern fertilizer feedstock, naphtha, and helium all at once.

Third, and the most significant distinction: a direct challenge to dollar hegemony.

The 1973 oil embargo paradoxically gave birth to the petrodollar system. The United States seized
the opportunity created by crisis. Saudi Arabia's practice of selling oil only for dollars and investing
surplus dollars in U.S. Treasury securities solidified. The 2022 gas weaponization did not directly
challenge the dollar system. Russia demanded ruble payment, but this was closer to a currency
defense measure for Russia than a shake to the international energy settlement system.
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2026 is different. Iran seized the physical space of the Strait of Hormuz and collected passage fees in
Chinese yuan. Chinese tankers paid in yuan, passed through the strait, and carried Iranian crude.
Even before the war, Iran's 'shadow fleet' had exported oil to China via yuan settlement to evade U.S.
sanctions. War transformed this flow into a torrent. A maritime economic zone beyond the reach of
the dollar had physically emerged over the Strait of Hormuz.

If the 1973 crisis created the petrodollar, the 2026 crisis made the cracks in the petrodollar visible.

Looking at the entire genealogy of energy weaponization, this trajectory emerges. From resource
nationalism (1973) through infrastructure hostage-taking (2022), to a compound weapons system
combining geography, insurance systems, and alternative payment networks (2026). The instruments
of weaponization have grown more sophisticated, the scope of harm has widened, and the cost of
response has grown exponentially.

One thing remained unchanged. When energy flows stop, the rules of world order are rewritten
regardless of military power's magnitude. In March 2026, U.S. Navy carrier strike groups were afloat
in the Persian Gulf. Iran's navy was in ruins. Yet the Strait of Hormuz remained closed, allied tankers
could not pass through a single vessel, and across the United States, the 'No Kings' protests against
gas prices approaching seven dollars a gallon engulfed 50 states. The world's mightiest military force
stood halted before a 21-mile-wide strait. This is the scene reached by half a century of energy
weaponization's evolution.
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Chapter 26: The Extension of the Ultimatum
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26.1 April 6 Deadline

On Saturday, March 22, 2026, at 11:44 p.m. GMT, President Donald Trump posted a message in all
capital letters on Truth Social from his residence in Mar-a-Lago, Florida.

If Iran does not fully and peacefully open the Strait of Hormuz within 48 hours, the United States will
strike Iran's power plants and obliterate them beyond recognition. We will begin with the largest
power plant.

It was the 22nd day since the war began. After Operation Epic Fury commenced on February 28, the
United States and Israel had struck over 9,000 Iranian military targets and conducted over 9,000
combat sorties. Iran's air defense systems were mostly destroyed, and over 140 naval vessels were
destroyed. Admiral Brad Cooper, commander of U.S. Central Command, said the Strait of Hormuz
was "physically open." But the problem was that there were no ships willing to pass through that
physically open sea. The Iranian Islamic Revolutionary Guard Corps (IRGC) had laid mines on the
seafloor and fired drones at any vessel attempting to pass despite warnings. On March 11, the
Thai-flagged cargo ship Mayuri Natali came under drone attack while transiting the strait, suffered a
fire at her stern, and three crew members went missing. The Omani Navy rescued the remaining 20.

Brent crude had surged from $73 per barrel before the war to $119.50 in the third week of March.
With a rise of over 55 percent throughout March, it was recording the largest monthly gain since Brent
futures trading began in 1988. Retail gasoline prices in the United States had exceeded $3.45 per
gallon, and energy rationing was beginning across Asia.

The 48-hour countdown passed. Global stock markets and crude oil futures markets swung wildly.
And the 48 hours expired. Iran's power plants were not struck.

On Monday, March 23, just hours before the deadline expired, President Trump reversed course. He
posted again on Truth Social announcing that there had been "very good and productive dialogue"
between the United States and Iran, and that he would postpone the strike on power plants for five
days. Brent crude fell from $113 per barrel in the morning to just above $100 in the afternoon. It was a
drop of over 10 percent. The Dow Jones index rebounded 1.38 percent.

Iran's Foreign Ministry immediately denied it. "There has been no dialogue between Tehran and
Washington." Iranian state media reported that Trump had "retreated from the deadline out of fear of
Iran's response." A statement from a senior Iranian diplomat obtained exclusively by CBS News read:
"We have received proposals from the American side through an intermediary and are reviewing
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them." It was not dialogue but rather the transmission of messages through an intermediary.

The five-day reprieve passed without any result. On Thursday, March 26, President Trump posted on
Truth Social again.

At the request of the Iranian government, I am extending the deadline for the destruction of energy
facilities to April 6, 2026, Monday, 8:00 p.m. Eastern time, an extension of 10 days.

With this, the ultimatum had been extended twice. Forty-eight hours became five days, and five days
became ten days. The Iranian government again denied that it had requested an extension. Foreign
Minister Abbas Araghchi acknowledged the exchange of messages through an intermediary but
stressed that this was "not negotiation."

Though April 6 had been set as the date, the significance of that date had already been seriously
compromised. The life of a military ultimatum is credibility. If a deadline passes and nothing happens,
the next deadline becomes mere numbers. Iran read the two extensions as evidence that its
asymmetric deterrence was working. The United States certainly had the military capability to bomb
the power plants. B-2 Spirit stealth bombers had been flying over Iranian airspace since the first day
of the war. But whether America was prepared to bear the consequences of those strikes was an
entirely different matter.

In Islamabad, Pakistan, Foreign Minister Ishaq Dar was maintaining a back-channel between the
United States and Iran. Foreign ministers of Saudi Arabia, Egypt, and Turkey were also participating
in mediation. Reports emerged that U.S. Middle East Special Envoy Steve Witkoff and Jared Kushner
had conveyed a 15-point peace proposal to the Iranian side. Iran rejected the proposal as "excessive
and unreasonable" and countered with its own five-point proposal.

In the end, the April 6 deadline was not the date of a military decision. It was a mark on the calendar
showing the world that the United States was unable to make a determination between military force
and economic reality, and between escalating the war and domestic political pressure.

26.2 Power Plants, Oil Fields, Kharg Island, and Desalination Facilities

The president's threat was specific. It was not just power plants. On Monday, March 30, he posted on
Truth Social again: "If the Strait of Hormuz does not immediately resume operations and if a peace
agreement is not concluded soon, the United States will completely destroy Iran's power plants, oil
fields, Kharg Island, and perhaps all desalination facilities."

Kharg Island. A coral island about 25 kilometers off Iran's mainland coast, floating in the northern
Persian Gulf with a length of 8 kilometers. Ninety percent of Iran's crude oil exports pass through the
terminals on this island. Daily loading capacity is approximately 7 million barrels. While most of Iran's
coastline is too shallow for very large crude carriers (VLCCs) to dock, the waters around Kharg Island
are naturally deep. Storage tank capacity is approximately 30 million barrels, and according to data
from Kpler, approximately 18 million barrels of crude were in storage just before the war.
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The United States had already bombed Kharg Island on March 13. U.S. Central Command
announced that it had struck over 90 military targets. Air defense facilities, a naval base, mine storage
facilities, an airport control tower, and helicopter hangars were destroyed. President Trump called this
bombing "one of the most powerful bombing campaigns in Middle Eastern history." But the petroleum
infrastructure was left untouched. He stated that attacks on oil facilities had been refrained from "for
reasons of decorum."

It was not for decorum. Destroying the oil infrastructure on Kharg Island would immediately halt Iran's
daily crude oil exports of approximately 1.5 million barrels. According to JPMorgan's analysis,
repairing the destroyed facilities would take years. The problem lay beyond that. Most of the crude oil
exported from Iran goes to China. According to Kpler data, China's Iranian crude imports were 1.57
million barrels per day in February 2026 and 1.47 million barrels per day in March. Striking Kharg
Island's oil infrastructure would amount to firing a direct hit at China's energy supply chain.

Inside the Pentagon, scenarios for bombing Kharg Island and scenarios for seizing it were being
studied in parallel. 5,000 U.S. Marine Corps personnel and sailors were moving into the Persian Gulf.
Two Marine Expeditionary Units (MEUs) were deployed. In a Financial Times interview, President
Trump said that "the preferred way would be for the United States to take Iran's oil." A statement he
had made to The Guardian in 1988 could become reality 38 years later. Then he had said: "I'll be
tough on Iran. If they fire a single bullet at an American soldier, I'll take Kharg Island."

Iran's response was immediate. Iranian military authorities declared that if power plants or energy
facilities were attacked, they would target all energy infrastructure of nations cooperating with the
United States throughout the Persian Gulf as legitimate targets. Parliamentary Speaker Mohammad
Baqer Ghalibaf accused the United States of "secretly planning a ground invasion" and said the
Iranian military was "waiting" for American forces.

And one word appeared: desalination plants.

Iran weaponized this word. The Gulf Arab states on the Persian Gulf coast depend on seawater
desalination facilities for most of their fresh water. Kuwait, the United Arab Emirates, Qatar, Saudi
Arabia. In these nations built upon the desert, if desalination facilities shut down, millions of people
lose access to drinking water within days. Iran had already fired drones and missiles at targets near
Kuwait International Airport, at Al-Udeid U.S. base in Qatar, and at Al-Dhafra base in the UAE in the
early stages of the war. It demonstrated that the warnings were not empty words.

Iran's Ministry of Health commented on the U.S. threat to strike power plants as follows: cutting off
electricity and fresh water supplies is like killing patients lying in hospital beds. International human
rights experts and UN officials also warned that threatening attacks on civilian power plants could
constitute a war crime.

Here, a conventional version of Mutual Assured Destruction was completed. If the United States
destroyed Iran's Kharg Island and power plants, the Iranian economy would collapse. If Iran
destroyed the Gulf nations' desalination and energy infrastructure, the entire Middle East would fall
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into humanitarian catastrophe. Oil prices would soar toward $200 per barrel, and global stagflation
would become a reality. Analysts at Macquarie Group estimated that if the Strait of Hormuz remained
closed through the end of June, Brent crude could reach $200 per barrel, equivalent to $7 per gallon
for U.S. gasoline prices.

The United States had the capability to destroy Iran. Iran had the capability to take U.S. allies
hostage. With their capabilities offsetting each other, President Trump's threat hung in the air, unable
to be carried out.

26.3 The White House's Exit

As April 6 approached, the language emanating from the White House began to change.

On Monday, March 30, White House Spokeswoman Carolyn Levitt was asked a question before
reporters: "Is President Trump willing to declare the end of the war even if Iran continues to blockade
the Strait of Hormuz?" Levitt's answer was this: The United States and Israel had initiated military
operations to destroy Iran's navy, dismantle its missile and drone infrastructure, weaken proxy forces
in the region, and permanently block Iran's nuclear program. The reopening of the Strait of Hormuz
was not included on the list of "core objectives" set by the president.

The same day, Secretary of State Marco Rubio said in an Al Jazeera interview that the Strait of
Hormuz would open "one way or another" after military operations concluded. Either Iran would
voluntarily open it in compliance with international law, or a coalition of regional nations, including the
United States, would open it.

The Wall Street Journal reported even more bluntly that President Trump had told aides he was
willing to end military operations against Iran even with the Strait of Hormuz remaining largely closed.
The plan was to postpone the complex operation of reopening the strait and let allies, Gulf nations,
and NATO take the lead.

Unpacking the meaning of this report goes like this: the United States would declare that it had
smashed Iran's military capabilities and destroyed its nuclear facilities, and then depart having left
control of the Strait of Hormuz,the very trigger for the war,in the hands of the Iranian Revolutionary
Guard.

Israeli Prime Minister Netanyahu, in an interview the same day with conservative outlet Newsmax,
offered a separate solution. The long-term vision was to redirect Gulf nations' energy pipelines
westward, across Saudi Arabia, to the Red Sea and Mediterranean, fundamentally bypassing Iran's
geographical chokepoint. Technically feasible, but pipeline construction would take years. It was not
an answer to the oil price shock coming just the following month.

While the White House was constructing its exit, the war continued on the ground. On March 30, a
tanker laden with Kuwaiti crude came under drone attack in waters off Dubai. The Kuwait Petroleum
Corporation announced that there were no casualties and no oil spill, but it was a signal that Iran was
expanding its attack range to vessels beyond the strait.
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The reasons why the United States began removing strait opening from its core objectives were
complex.

Physically opening the strait proved far more difficult than anticipated. The U.S. Navy announced that
it had sunk 16 Iranian mine-laying vessels, but removing mines already dispersed in the water was an
entirely different operation. According to U.S. Navy intelligence assessment, a minimum of 12 Iranian
mines were confirmed in the strait. Iran threatened to lay additional mines and warned that if the
United States struck power plants, it would mine not just the strait but "the entire Persian Gulf."

Allies did not participate in escort operations. President Trump publicly criticized NATO: "NATO could
help us, but to date it has lacked the courage." France, Germany, and Britain hesitated to send
warships. Japan and South Korea also made no clear military contribution. China, India, and Turkey
instead pursued individual transit negotiations with Iran to secure passage for their own vessels. An
NPR report showing that a Panama-flagged cargo ship crewed by Chinese sailors transited the strait
on March 23 demonstrates this.

Meanwhile, the largest-ever coordinated release of strategic petroleum reserves led by the
International Energy Agency was contributing to temporary stabilization of oil prices. As oil prices
came within a somewhat manageable range, the White House lost its motivation to escalate the war
in order to forcibly open the strait.

"Opening the strait is not a core objective." This single sentence was the clearest signal that the
justification for the war was being revised. When the United States started the war on February 28, it
said it would protect freedom of navigation globally. A month later, it was reviewing plans to depart
having ceded freedom of navigation to Iran.

26.4 The Law That Beginning a War Is Easy and Ending It Is Hard

Professor Robert A. Pape, a political scientist at the University of Chicago, discovered a pattern in his
1996 book Bombing to Win: Air Power and Coercion in War. After analyzing more than forty air
operations spanning a century, he found not a single case in which air strikes alone had brought
about a change of regime in an enemy nation.

In March 2026, that pattern was repeating itself in the Persian Gulf.

On March 15, two weeks after the war broke out, Professor Pape wrote on his Substack column
"Escalation Trap": "When a stronger nation starts a war and continues climbing the escalation ladder
under the belief that greater force will bring victory, that nation falls into a trap of its own making." He
called this the "Escalation Trap."

The trap unfolds in three stages. In the first stage, a nation uses limited force to try to control the
conflict. It weakens the enemy's capabilities through precision strikes, demonstrates resolve, and
forces a change in behavior. It believes escalation can be controlled. In the second stage, the enemy
does not collapse. Instead, it adapts. It expands the battlefield, targets allies, and raises costs in new
domains. The regional conflict spreads geographically and economically. In the third stage, the nation
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that started the war is forced to choose. Admit failure or escalate further. This usually leads to the
deployment of ground forces or territorial occupation. This is the point where the costs and duration of
war spiral sharply upward and ending it becomes sharply more difficult.

On March 26, Professor Pape appeared on PBS Amanpour and Company and spoke more directly.
When asked whether there was any historical case in which air operations had triggered a popular
uprising that toppled a regime, he answered: "Not one. I have analyzed some forty cases over a
period of more than one hundred years. Zero out of forty."

President Trump said to the Iranian people in his war declaration speech on February 28: "Take back
your country. It is yours." The expectation was that the bombing would trigger an uprising among the
Iranian people. A month passed, but no uprising occurred. According to Professor Pape's analysis,
this was a predictable result. Bombing injects nationalism into an enemy nation, and as that
nationalism permeates politics, it binds the regime and society together. It causes people to take
bolder risks in the face of external attack.

Iran's strategy was a textbook case of what Professor Pape called "horizontal escalation." Iran did not
confront the overwhelming military power of the United States directly. Instead, it expanded the
geographic and economic scope of the conflict. The blockade of the Strait of Hormuz. Strikes on
energy infrastructure in Gulf states. Missile attacks on Israeli territory. By the last week of March,
even Houthi rebels from Yemen had joined the war, launching cruise missiles and drones at Israel.
The Strait of Bab al-Mandeb was beginning to be threatened.

In an article contributed to Foreign Affairs, Professor Pape wrote as follows. Iran's attacks cannot be
dismissed as the death throes of a dying regime. They are a strategy by which a weaker combatant
alters the cost calculus of a stronger one by widening the scope of the conflict and extending its
duration. And this strategy has worked in the past. In Vietnam. In Serbia.

In the United States, those costs were appearing in concrete numbers. On Saturday, March 28, "No
Kings" protests took place across all fifty states. According to organizers' estimates, 8 million people
participated, making it the largest single-day protest in American history. In front of the Minnesota
State Capitol in Saint Paul, at least 50,000 gathered. Bruce Springsteen took the stage and sang
"Streets of Minneapolis." Jane Fonda, Joan Baez, Senator Bernie Sanders, Representative Ilhan
Omar, and Minnesota Governor Tim Walz addressed the crowd.

Senator Sanders's speech drew a straight line connecting the history of war to the present. "The
American people were lied to about the Vietnam War. They were lied to about the Iraq War. And
today they are being lied to about the Iran War." He recited specific numbers. Thirteen American
soldiers had been killed and hundreds wounded since the war began, he said. In Iran, some 2,000
civilians had died and 498 schools had been struck by missiles from the United States and Israel. In
Lebanon, more than 1,000 had been killed and more than one million people, or 15 percent of the
population, had lost their homes. The cost of this war had already reached an estimated one trillion
dollars.
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The crowds chanted "End this war! End this war!" Protests broke out in Times Square in New York,
on the Memorial Bridge in Washington D.C., in Dallas, in Los Angeles, and in London. In Dallas,
clashes erupted between protesters and counter-protesters. In Los Angeles, protesters threw rocks
and bottles at federal agents in front of a federal detention facility, resulting in nine arrests.

White House spokesperson Abigail Jackson referred to the event as "Trump Derangement Therapy
Sessions" on Thursday, before the protests took place. President Trump made no official comments
about the protests through the day of the demonstrations and the following day.

The March 30 analysis in Foreign Policy captured the situation precisely. It was an article jointly
written by Professor Pape and Ali Baez of the International Crisis Group. "The Iran War Has Escaped
Its Authors." The core of the article was this. There is a particular confidence that precedes a war of
choice. A belief that violence can be controlled, that strikes will be sharp and objectives limited, and
that escalation will be contained. And the most dangerous moment comes not with the first strike but
after what appears to be success. It is the moment when leaders believe that the next escalation will
succeed for the same reasons as before.

The United States could dispatch B-2 bombers and launch Tomahawk missiles with the push of a
button. It could annihilate Iran's air defense systems, air force, and navy. It did all of that. And a
month later, unable to open a single twenty-one-mile strait, extending deadlines, revising core
objectives, it faced the largest antiwar protest in its history at home.

It took a single line on Truth Social to start the war. No one had an answer for how to end it.
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Chapter 27: Iran's Counteroffer
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27.1 America's Fifteen-Point Peace Proposal

On Tuesday, March 25, 2026, a document was transmitted from Pakistan's Foreign Ministry building
in Islamabad to Tehran. Passed through the hands of Pakistan's Deputy Prime Minister and Foreign
Minister Ishaq Dar, the document contained America's fifteen-point peace proposal. By the time this
document,mere pages of A4 paper,arrived, the war had already continued for twenty-six days, Brent
crude was fluctuating at one hundred eight dollars per barrel, and vessels passing through the Strait
of Hormuz had fallen from a pre-war average of one hundred thirty-eight ships per day to roughly one
per day.

The existence of this proposal became known to the world through the New York Times and Israel's
Channel 12. Two senior Pakistani officials outlined its contents to the Associated Press. Sanctions
relief, rollback of Iran's nuclear program, limits on missile capability, and reopening of the Strait of
Hormuz. These formed the broad framework of the fifteen points.

When examined item by item, the weight of these demands becomes clear. Iran must permanently
renounce nuclear weapons. It must dismantle nuclear facilities at Natanz, Isfahan, and Fordow. It
must surrender all nuclear material, including uranium enriched to sixty percent or higher, to the
International Atomic Energy Agency. It must cease production of ballistic missiles and limit their
capability to defense only. It must completely cut off funding and arms support to Hezbollah in
Lebanon, Hamas in Gaza, and the Houthi forces in Yemen. And it must immediately open the Strait of
Hormuz to guarantee free passage of all commercial vessels. America offered that if these conditions
were met, it would remove all nuclear-related economic sanctions and support civilian nuclear
development, including the Bushehr power plant. According to One America News, the sanctions
relief was designed with a 'tiered' or 'phased' structure, with initial relief limited to humanitarian
channels and frozen assets, while full economic normalization depended on verified implementation
of nuclear and missile agreements. According to Egyptian intermediaries, the proposal also included
restrictions on Iran's support for armed groups.

Washington's intent was clear. Having destroyed much of Iran's air force, navy, and air defense
systems through Operation Epic Fury, the calculation was that Iran would have absorbed sufficient
damage to accept conditions it had previously rejected. Steve Witkoff, the Trump administration's
special envoy, outlined the proposal's framework at a White House cabinet meeting. President Trump
stated at the same meeting that an agreement had been reached with Iran on the fifteen points, but
this claim was immediately met with outright denial from Iran. Secretary of State Marco Rubio,
departing for a G7 foreign ministers' meeting in France, criticized NATO for not taking more active
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steps to reopen the Strait of Hormuz. His statement,'Ukraine is not America's war, but we are
contributing more than anyone',revealed that America was conscious of diplomatic isolation in this
conflict.

These fifteen points had one fundamental flaw. This was not a new proposal. It consisted essentially
of the same conditions that America had demanded of Iran before the war began,the policy of
'Maximum Pressure.' Daniel Estrin of NPR identified this point precisely: 'This is basically the
conditions America presented to Iran before the war started.' Dismantling Iran's nuclear program,
limiting its missile program, ending support for proxy forces. These three items were ones Iran had
never acknowledged as negotiable since 2018. Iran defined ballistic missiles as central to national
security, proxy force networks as the backbone of asymmetric defense, and uranium enrichment as a
sovereign right guaranteed by the Nuclear Non-Proliferation Treaty. PBS reported that since Iran
regarded its ballistic missile program and regional militia support as core to its security, these items
were ones 'Iran had classified as absolutely non-negotiable in pre-war negotiations.'

Iran's response was swift and resolute. State-run Press TV reported, citing an anonymous senior
official in charge of political security, that America's proposal was rejected. The official characterized
America's demands as 'excessive' given the current battlefield situation. Press TV is a media outlet
controlled by hardliners. Foreign Minister Abbas Araghchi went further in an interview with state
television: 'We have never engaged in negotiations to end the war, nor do we plan to participate in
any form of negotiation.' He acknowledged that America was sending messages through various
intermediaries, but drew a line: 'This does not mean negotiation.' Semi-official news agency Tasnim
reported that Araghchi said Iran does not want war and seeks permanent resolution of the conflict,
while demanding compensation for destruction caused by weeks of American-Israeli attacks.

This rejection had deep roots. Iran's mistrust of American diplomacy had specific historical cause. In
signing the Joint Comprehensive Plan of Action in 2015, Iran shipped ninety-seven percent of its
enriched uranium out of the country and accepted international inspections of nuclear facilities. In
2018, President Trump unilaterally abandoned the agreement and restored sanctions. Then in June
2025 and February 2026, at the very moment when backstage nuclear negotiations through Oman
were showing progress, America and Israel bombed Iran. The February 28 airstrike was carried out
while indirect talks with Iran on its nuclear program were underway. Omani diplomatic authorities
stated shortly after the war broke out that 'an agreement was within reach.' Al Jazeera reported, 'Iran
is deeply suspicious of America and has been attacked twice during high-level diplomatic talks under
the Trump administration.'

The mockery Iranian military spokesman Ebrahim Zolfaghari directed at America must be read in this
context: 'Aren't you negotiating with yourselves?' This was not bravado. It pointed out how
disconnected from reality America's proposal was, written without sight of the actual battlefield
situation.

Iran's rejection also carried the weight of domestic politics. On February 28, Israel's airstrike
assassinated Supreme Leader Ali Khamenei. His daughter, son-in-law, grandson, and
daughter-in-law also died in the strike. The Iranian government declared a forty-day national
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mourning period. Senior leaders including Defense Minister Aziz Nasirzadeh, Revolutionary Guard
Commander Mohammad Pakpour, and Defense Council Secretary Ali Shamkhani were killed in
succession. On March 8, Mojtaba Khamenei was elected Supreme Leader following his father, and
the Revolutionary Guards and political leadership pledged allegiance to him. The New York Times
reported late in March that Iran's leadership was 'in a state of paralysis and decision-making severely
compromised.' Destruction of communications infrastructure triggered paranoia and internal power
struggles. PBS reported that 'it was unclear even within the Iranian government who had authority to
negotiate.' With Israel continuing to carry out targeted assassinations of Iran's leaders, none of the
surviving leadership was willing to volunteer for negotiations with America.

White House spokesperson Karoline Leavitt asserted in a briefing that day, despite Iran's
announcement of rejection, that 'dialogue continues and is productive.' She added one further
statement: 'If negotiations with Iran fail to achieve results, the President will strike Iran at a level it has
never experienced before.' Diplomacy and threat coexisted in the same sentence.

Israel's response added another layer of complexity. NPR correspondent Daniel Estrin, reporting from
Tel Aviv, said the Israeli military was taken aback by the mere existence of a peace proposal. Israel
had effectively been ambushed by the fact that America was negotiating an end to the war. Citing
sources, Estrin reported that the Israeli military was 'accelerating operations to strike as many Iranian
weapons factories as possible within the next forty-eight hours in case a ceasefire is announced.'
Israeli officials were pressuring Trump to continue the war.

On March 25, the same day America delivered its fifteen points, Iran did not cease attacks on Israel
and Gulf Arab states. A massive fire broke out at Kuwait International Airport from Iranian attacks.
Israel conducted airstrikes on Tehran. America ordered two thousand to three thousand soldiers from
the 82nd Airborne Division to the Middle East. Even as the peace proposal was being transmitted, the
war did not stop. Three clocks were running simultaneously: the clock of diplomacy, the clock of war,
and the clock of oil prices.

27.2 Iran's New Demands

Iran did not simply reject America's proposal. On the same day, March 25, it announced its own
five-point counteroffer through Press TV. Iran's embassy in South Africa released the full text of these
five conditions on social media, and major news agencies worldwide reported them immediately. Iran
was explicit that this counteroffer was separate from the conditions it had presented during the
second round of talks held in Geneva the previous month.

The five conditions were as follows.

First, an immediate end to enemy aggression and assassinations. The explicit inclusion of the word
'assassinations' was intentional. Iran placed at the beginning of these conditions the fact that the
Supreme Leader, the Defense Minister, the Revolutionary Guard Commander, and nuclear scientists
had been the targets of killing. PBS reported that 'it is unclear within the Iranian government who has
authority to negotiate and who would willingly enter negotiations in a situation where Israel openly
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declares it will continue to kill Iran's leaders.' In circumstances where negotiation itself was a
life-or-death matter, 'end to assassinations' naturally became the first condition.

Second, establishment of concrete and clear mechanisms guaranteeing war will not recur. Given
America's unilateral abandonment of the 2015 nuclear agreement and its attacks on Iran twice during
negotiation, Iran's judgment that a presidential signature alone could not guarantee security was
logical. According to One America News, Iran demanded in this item 'binding mechanisms that would
make any future military action against Iranian territory impossible.'

Third, guaranteed payment of war damages and reparations. Volker Turk, UN High Commissioner for
Human Rights, assessed that this war caused approximately sixty-three billion dollars in economic
losses to the Arab region alone. He stated that 'many airstrikes in this conflict raise serious concerns
under international law, which prohibits attacks on civilians and civilian infrastructure.' American
human rights organization HRANA reported that more than three thousand deaths occurred in Iran
alone since the war began, more than fifteen hundred of them civilians. Over one hundred twenty
historical sites on Iranian soil suffered damage from American-Israeli airstrikes.

Fourth, comprehensive end to the war across all fronts, including against all resistance groups. This
condition imposed the greatest burden on America. Iran demanded that even Israeli attacks on
Hezbollah in Lebanon must cease. America lacks the ability to control Israeli military operations. The
Israeli military was conducting large-scale ground operations in southern Lebanon independent of
any negotiations with Iran. More than one thousand people died in Lebanon from Israeli airstrikes,
one hundred twenty-one of them children. One-fifth of Lebanon's population had already fled their
homes. Reporter Estrin, citing sources, reported that Israel was planning to deploy more ground
forces to southern Lebanon immediately after the war ended to seize territory.

And fifth, Iran's exercise of sovereignty over the Strait of Hormuz. This was the condition that shocked
the world. PBS reported that 'the White House would be unable to accept Iran's demand to maintain
continued control over the Strait of Hormuz alongside reparations.'

To understand the significance of this demand, one must grasp the legal status of the Strait of
Hormuz. Under Article 38 of the United Nations Convention on the Law of the Sea, this strait is
international waters where ships of all nations are guaranteed the 'right of transit passage' without
hindrance. UN Security Council Resolution 2817, adopted on March 11, 2026, defined Iran's
blockade of the strait as a violation of international law and a serious threat to international peace,
and reaffirmed freedom of navigation for merchant vessels. While Iran and Oman have territory on
both sides of the strait, the narrow waterway itself is protected by international maritime law. Iran
signed but did not ratify this convention. Iran's demand was a declaration to overturn this international
legal order outright.

Iran was already putting this demand into practice. The Revolutionary Guards created a new shipping
lane north of Larak Island and began operating a 'tollbooth.' According to US Naval Institute News,
vessels passing through this tollbooth had to submit detailed information about ownership, cargo, and
destination to the Revolutionary Guards in advance and receive approval. Lloyd's List reported that
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twenty-six vessels had used this route after March 13. Marine risk analyst Timer Raanan assessed it
as 'extremely unprecedented. Very concerning development given Iran's exercise of control over
passage through the strait.'

Iran's selective opening strategy was systematic. On March 26, Foreign Minister Araghchi announced
that vessels from five countries,China, Russia, India, Iraq, and Pakistan,would be permitted passage
through the strait. Malaysian and Thai vessels were also allowed through. Regarding Japan, Araghchi
said in an interview with Kyodo News: 'The strait is closed only to vessels belonging to our enemies.
Vessels of other countries can pass safely.' Conversely, vessels belonging to America, Israel, and
nations considered their allies were prohibited from passage. Israel's Institute for National Security
Studies analyzed the situation thus: 'Iran has taken actual control of the strait, allowing limited and
monitored passage for vessels of nations perceived as friendly or neutral, conditional on coordination
with Iranian authorities and payment of fees, while suppressing, delaying, or harming other traffic
through a selective policy.'

This was what 'Iran's exercise of sovereignty over the Strait of Hormuz,' the fifth condition, truly
meant. It was not a demand on paper but an attempt to legalize on a national level what was already
being executed in practice. The Iranian parliament was working to formalize toll collection in domestic
law. Like Gamal Abdel Nasser's nationalization of the Suez Canal in 1956, Iran was trying to establish
permanent control over the Strait of Hormuz as a fait accompli. The Iranian parliament's first public
oath of loyalty to Mojtaba Khamenei and the toll legislation were advancing in parallel.

When Iran's five conditions are placed alongside America's fifteen points, the distance between the
two documents becomes clear. America demanded Iran's disarmament; Iran countered by
threatening to shake the foundations of American hegemony itself. America wanted immediate
opening of the Strait of Hormuz; Iran demanded recognition of its sovereignty over the strait. The
structure required one side to back down for any common ground to emerge, yet neither side had
reason to retreat.

Iran's Consulate General in Mumbai wrote on social media: 'Iran will end the war at a time of its own
choosing, when conditions it has set are fulfilled. It will not allow Trump to decide when the war ends.'
An anonymous official cited by Press TV made the declaration in the same vein: Iran would continue
delivering 'heavy blows' in the region.

27.3 Pakistan's Mediation

On Sunday, March 29, 2026, foreign ministers from four nations gathered in Islamabad: Pakistan's
Ishaq Dar, Turkey's Hakan Fidan, Saudi Arabia's Faisal bin Farhan, and Egypt's Badr Abdelatty. This
meeting, originally scheduled for Ankara, was moved to Islamabad as Pakistan assumed the central
role of conveying messages between America and Iran.

To understand the character of this four-way meeting accurately, one must first look at two people not
seated at the table: America and Iran. These two parties to the war were absent from this meeting.
Pakistan's Foreign Ministry confirmed that talks proceeded with only the foreign ministers of the four
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countries. Al Jazeera reported that the purpose of this meeting was 'not to directly forge a ceasefire,
but to coordinate regional positions and establish a foundation for direct dialogue between America
and Iran.' Diplomats explained that the meeting was 'to provide political cover allowing both sides to
enter talks without appearing to make concessions.' Officials conveyed that within forty-eight to
seventy-two hours, it would be determined whether this diplomatic initiative would lead to substantive
talks.

Multiple layers of context explain how Pakistan came to stand at the center of this stage. Pakistan is
an Islamic nation sharing a nine-hundred-kilometer border with Iran. It has the second-largest Shia
population in the world. At the same time, it is a Sunni-majority nation that signed a military
cooperation agreement with Saudi Arabia last year and is the only nuclear-armed state in the Islamic
world. Osama Bin Javaid of Al Jazeera summed up Pakistan's unique position this way: 'Because
Pakistan has no American military bases, Iran cannot accuse it of being a tool of American
exploitation. And historically it has been a nation that has worked to restore relationships between
actors in this region.'

Pakistan's relationship with the United States occupied a unique position. President Trump invited
Pakistan Army Chief of Staff General Asim Munir to the White House twice and publicly called him
"my favourite field marshal." Pakistan also participated in Trump's "Board of Peace." Pakistani
political analyst Zahid Hussain characterized Islamabad's role this way: "Pakistan is currently acting
only as a messenger between the United States and Iran, with no leverage to enforce a solution." A
senior Pakistani diplomat described the situation with an analogy: "We can take the horse to the
water; whether the horse drinks or not is entirely up to them." Hussain added: "If this initiative ends
the war, Islamabad's diplomatic standing will rise significantly. But if the war continues, Pakistan will
be among the countries suffering the greatest damage."

Pakistan's decision to take on this role was not altruistic. Syed Mohammad Ali, a security analyst
based in Islamabad, called this war "one of the greatest economic and energy security challenges in
Pakistan's history." Five million Pakistani workers labor in Gulf Arab countries, and their remittances
equal Pakistan's total export revenue. Because of dependence on Middle Eastern oil and gas,
domestic oil prices in Pakistan have already risen roughly twenty percent since the war broke out.

Before the talks, Pakistani Prime Minister Shehbaz Sharif had a ninety-minute phone conversation
with Iranian President Masoud Pezeshkian. It was their second conversation in five days. Sharif
briefed him on diplomatic contacts with the United States, Gulf countries, and Islamic-world nations.
Pezeshkian expressed concern that Israel was attempting to expand the conflict to other countries in
the region, while thanking Pakistan for its mediation efforts.

There was one diplomatic achievement. Around the Islamabad talks, Pakistan secured permission
from Iran for twenty of its vessels to pass through the Strait of Hormuz, at two ships per day.
Bloomberg reported that the Pakistani-flagged Aframax tanker Karachi transited the Strait of Hormuz
and exited the Gulf. Al Jazeera correspondent Bin Jawed analyzed the measure as designed "to
signal to the United States that some success had been achieved in opening the Strait of Hormuz."
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Saudi Arabia's reasons for sitting at the table differed from Pakistan's. The blockade of the Strait of
Hormuz was preventing millions of barrels of oil export each day. UN Human Rights Chief Turk
confirmed that Iranian attacks were striking the energy and water infrastructure of Gulf Arab
countries. Eight deaths occurred in the UAE alone, and civilian casualties were reported in Kuwait
and Bahrain.

Egypt's urgency followed a different path. As Red Sea threats from Iran and Yemeni Houthis reduced
traffic through the Suez Canal, Egypt's vital revenue from transit fees was declining. Egyptian Foreign
Minister Abdelati set the goal of opening "direct dialogue" between the United States and Iran. He
announced that Cairo was prepared to host such talks if they would help de-escalate the situation.

Turkish Foreign Minister Hakan Fidan participated in the talks from a dual position: representing a
NATO member state while also representing a neighbor of Iran.

China did not sit at the table but moved behind the scenes. Chinese Foreign Minister Wang Yi called
Pakistan's Ishaq Dar to express full support for Islamabad's mediation efforts. Pakistan's Foreign
Office announced that Dar would visit China on March 31 at Wang Yi's invitation. It was Beijing that
had pushed Iran behind the scenes to accept Pakistan's mediation. A senior Pakistani diplomat told
Al Jazeera that "China is very supportive."

After two days of talks, Dar made a key announcement: "Pakistan is delighted that both Iran and the
United States have expressed confidence in Pakistan. Pakistan stands ready and honored to host
and facilitate meaningful dialogue between the two sides in Islamabad within the coming days."
Reuters reported that initial discussions focused on finding diplomatic solutions to reopening the
Strait of Hormuz. According to participants, if contacts were maintained, talks between U.S. Secretary
of State Rubio and Iranian Foreign Minister Araghchi could have taken place in Pakistan within days.

Yet Iran's response was cold. Mohammad Bagher Qalibaf, speaker of the Iranian parliament, posted
on Telegram that talks in Pakistan were cover for a U.S. ground invasion. "The enemy is signaling
negotiation on the surface while secretly planning a ground invasion." And he added a warning: "Our
forces are waiting for the arrival of American ground troops, and our response is clear. We will never
accept humiliation." That day, Iran threatened to attack "the residences of commanders and political
officials" of the United States and Israel in the region.

Senator Mushahid Hussain Sayed, former intelligence minister and diplomatic analyst, summarized
the significance of the Islamabad talks in three points: this was the Muslim world's first institutional
dialogue initiative; Pakistan and Turkey were the most credible mediators, both neighbors of Iran and
respectively a nuclear power and NATO member; and both the United States and Iran had expressed
confidence in Pakistan as a bridge for communication. UN Secretary-General Antonio Guterres also
voiced support.

Al Jazeera correspondent Kamal Hyder summarized from Islamabad: "The Islamabad gathering
marks the beginning of a critical process involving diplomacy and dialogue, the only possible option.
But it is a difficult process while escalation continues, and all eyes are on Islamabad. The key
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question is whether any agreement can be reached here, and whether the United States is seeking a
way out of this war or simply buying time."

The four-party talks were the most organized regional diplomatic effort to end the war. But with the
combatants absent from the table, neighboring countries could not bridge the absence of trust
between the two sides, no matter their good intentions. Pakistan had taken the horse to the water, but
the horse would not drink.

27.4 Negotiation or Buying Time?

A series of announcements originating from President Trump's social media account created the
strangest episode in the diplomatic history of this war.

On Saturday, March 22, Trump threatened on Truth Social to strike Iran's electrical grid. He said he
would destroy energy facilities if the Strait of Hormuz did not open within forty-eight hours, writing in
capital letters, "STARTING WITH THE BIGGEST ONE FIRST."

Forty-eight hours passed. On Monday, March 24, Trump abruptly changed course. He announced
that he had "very good and productive talks" with Iran and would defer strikes on energy facilities for
five days.

The five-day deferral was set to expire on Friday, March 28. On Thursday, March 26, after a cabinet
meeting, Trump posted to Truth Social again: "At Iran's request, I am extending the deferral of strikes
on energy facilities for ten days until Monday, April 6, 2026, 8:00 PM Eastern Time. Negotiations are
progressing, and despite fake news media and other false claims, they are proceeding very
smoothly." This post went up roughly ten minutes after markets closed that day, right after the S&P
500 recorded its largest single-day decline of 2026 at 1.74 percent and Brent crude rose more than
5.6 percent to close at 108.01 dollars per barrel.

Trump explained the decision's reasoning to Fox News: "They asked me very politely for more time.
They requested seven days, but I gave them ten. Because they gave me ships." At a cabinet meeting
that same day, Trump said seizing Iran's oil was "an option," then added, "I'm not going to talk about
that." While stating he was "not desperate to make a deal," he warned that if Iran did not accept his
terms, it "won't be pretty."

Iran's response directly contradicted Trump's account. Araghchi reconfirmed that no direct or indirect
negotiations with the United States had taken place. A senior Iranian official told journalist Jeremy
Scahill of Drop Site News directly that "no negotiations are taking place." The Wall Street Journal,
citing mediators, questioned Trump's claim that he extended the deferral "at Iran's request." Iran
threatened to respond to any U.S. strike on energy facilities with its own attacks on Gulf energy
infrastructure. The Revolutionary Guards issued a statement banning passage of "all ships to and
from ports of America and Israel's allies and supporters" in the region.

How should we read this gap? Both sides needed time, and neither could admit it.
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Let us examine America's need for time first. While Trump wrote on social media that "talks are
progressing well," the Defense Department was sending a very different kind of message. The 82nd
Airborne Division's Immediate Response Force received orders to deploy to the Middle East. This unit
is the U.S. Army's most elite airborne force, deployable anywhere in the world within eighteen hours.
Major General Brandon Tegtmeier and division staff moved together to establish a forward command
post. Army Times reported on March 30 that 82nd Airborne forces had begun arriving in the Middle
East. The amphibious assault ship USS Tripoli, departing from Sasebo, Japan, arrived in the Middle
East on March 27 carrying approximately twenty-five hundred marines and sailors. The USS Boxer
amphibious strike group, departing from San Diego, California, was scheduled to reach the combat
zone by mid-April with twenty-two hundred marines.

Added to the fifty thousand U.S. forces already deployed in the Middle East, this would concentrate
seven thousand ground-capable troops near Iran. Alex Plitsas, an analyst at the Atlantic Council,
assessed: "A force of this size is insufficient for a large-scale invasion or occupation of cities. Only
limited and targeted operations are possible." Newsweek reported that Kharg Island, which Trump
mentioned he could "take out at any time," might become a key target. This small island, processing
ninety percent of Iran's crude oil exports, lies roughly twenty-five kilometers offshore. The U.S. Air
Force had already, early in the war, struck military targets on Kharg Island while leaving the
petroleum infrastructure intact.

Secretary of State Rubio went further in a congressional briefing: "We may need to physically secure
nuclear material inside Iran. People are going to have to go and get it." This statement hinted at a
new ground objective beyond securing energy facilities: removing Iran's nuclear material.

Iran's need for time was more structural. With the Strait of Hormuz blockaded, Iran was causing
roughly twenty percent of global maritime oil transport to disappear from the world oil market each
day. As time passed, inflation in the United States and Europe rose, gasoline prices spiked, and
American public opinion turned against Trump. By March 28, thirty-three hundred anti-war protests
had taken place across all fifty states, and Trump's approval rating had fallen to 36 percent.
According to NPR/PBS/Marist polling, fifty-six percent of Americans opposed the war.

The Iranian parliament was putting the delaying time to practical use. Work was underway to codify
the collection of transit fees through the Strait of Hormuz into domestic law. According to Lloyd's List,
the Revolutionary Guards were developing a system for inspecting and registering vessels. Once a
toll system was enshrined in law, Iran would have legal grounds to claim the "right to collect transit
fees under domestic law," even if the war ended.

Kaja Kallas, the EU's High Representative for Foreign and Security Policy, said at a G7 foreign
ministers meeting, "These wars are deeply connected to each other." Britain's defense chief
disclosed detecting "the hidden hand of Putin" behind Iran's conduct of the war. British intelligence
assessed that Russia had provided intelligence and training to Iran before the conflict began.

Brigadier General Ali Jahanshahi, commander of Iranian ground forces, inspecting units in the border
region, said: "Every point of Iranian territory is protected under the vigilance and readiness of our
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forces. We are closely monitoring all enemy movements along the borders and are prepared for any
scenario." Parliamentary Speaker Qalibaf's warning was more direct: "Our forces are waiting for the
arrival of American ground troops, and we will burn them."

A remark by a senior Iranian official cited by Press TV precisely captures the asymmetry of this war:
"Iran will end the war when it decides to do so and when its own conditions are met." The defender
controlling the physical chokepoint of the Strait of Hormuz held the war's timeline in its hands against
the attacker possessing the world's strongest military force.

The most stark asymmetry in the dynamics of this war is that the cost of time falls differently on each
side. For the United States, the cost of time is economic: rising oil prices, inflation, stock market
decline, falling approval ratings. For a democracy sensitive to election cycles, these are fatal costs.
For Iran, the cost of time is physical: bombardment, infrastructure destruction, loss of life. Brutal, but
in Iran's political system, it does not immediately trigger a regime crisis as the U.S. faces
economically. Amnesty International condemned Trump's threat of power plant bombing as
"threatening to commit war crimes," and destruction of civilian infrastructure can be considered a war
crime under the Geneva Conventions. Iran read that the United States, burdened by these legal
liabilities, would not actually strike power plants.

The date of April 6 was approaching. Trump's third deadline. Axios reported that the Pentagon was
preparing military options for "the final blow." The plan included ground force deployment and
large-scale bombing operations. The Iranian ground commander warned of "unwavering resistance."
U.S. war spending had reached eighteen billion dollars in a single month. American military deaths
stood at fifteen, with three hundred three wounded. In Iran, official count was nineteen hundred
thirty-seven dead, while human rights organizations estimated over six thousand five hundred killed.

April 6 was not a date pointing toward peace. It was a timer for the eye of the storm, both sides
catching breath as they prepared for the next escalation. Trump had pressed the button to start the
war, but the key to ending it lay in Tehran's hands, which held global economy by the throat. This is
the most cruel paradox of asymmetric war: the side that had poured nine thousand bombs has no
control over the timeline, while the side taking the bombs determines the timeline.
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Chapter 28: No Kings
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28.1 March 28: 3,300 Protests Across 50 States

Saturday morning, March 28, 2026, at 10 a.m., people stood in lines on the Memorial Bridge in
Arlington, Washington D.C. They marched toward the Lincoln Memorial. Picket signs hung from their
hands. "Put Down the Crown, Clown." Some rang bells while others beat drums. A giant balloon
shaped like Trump in a diaper swayed above the crowd.

At that same moment, 6,000 kilometers away in Saint Paul, Minnesota, people were gathering. In a
small square in Clarksville, Georgia. In downtown Dallas, Texas. In the village of Kotzebue, Alaska.
Simultaneously, across all 50 American states and at more than 3,300 locations, people took to the
streets. According to the organizers Indivisible and MoveOn, between 8 and 9 million people
participated. It was the largest single-day protest in American history.

"No Kings." That was the name of the protest. No kings were needed.

This slogan first appeared in June 2025. About 5 million people participated in the first No Kings
protest, opposing the Trump administration's authoritarian actions. The second protest in October
drew 7 million. The third on March 28 surpassed all previous records. The very fact that each
successive protest grew larger showed that anger was not a fleeting emotion but accumulating
structurally.

There was a metric that fundamentally set March 28's protest apart from the previous two.
Geography. Two-thirds, 66 percent of all protest RSVPs were registered outside major cities. Not
traditional progressive cities like New York or Los Angeles, but double-digit protests appeared in
Republican strongholds like Idaho, Wyoming, Montana, and Utah. Two thousand people gathered in
Lakeland, Florida. Lakeland lay within a county that Trump won by 21 percentage points in the 2024
presidential election. Protests also occurred in South Dakota and Louisiana. Senator John Thune's
district and House Speaker Mike Johnson's district. In The Villages, Florida, 6,750 residents of a
retirement community turned out, split between two locations. In Palm Beach County, where Trump's
Mar-a-Lago residence is situated, this happened just days after Democratic candidate Emily Gregory
flipped a Republican seat in a special state legislative election.

From Tucson to Oro Valley in Arizona is about 13 kilometers. People lined up across this distance,
forming a human chain. The organizers called it a "Visible corridor of democracy." Registration
surged in key swing areas for midterm elections, such as Bucks County in Pennsylvania and East
Cobb in Georgia.
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Eight million people did not gather around a single issue. Some came to oppose the Iran war. Others
were angered by ICE agents killing two American citizens in Minnesota. Many were furious that
gasoline prices had jumped from $2.97 a gallon before the war to over $4 in just one month.
Billionaire tax cuts, the rollback of transgender rights, the cover-up of the Epstein files. All these
grievances mingled on protest signs. "Get ICE out." "Don't bleed for oil." "Protect workers, not
billionaires." "Remove ICE from our neighborhood." Different angers united under one slogan. "No
kings. No thrones. No crowns."

Solidarity protests took place outside the United States as well. In London, at Place de la Bastille in
Paris, in Rome, Berlin, Costa Rica, Australia, and Japan. Protests occurred on every continent except
Antarctica. Some were organized by Democrats Abroad, the organization of American expatriates;
others saw local citizens join spontaneously.

The White House response was terse. Spokeswoman Abigail Jackson said, "Trump Derangement
Therapy Sessions." She added that only paid journalists would pay attention to these protests.

In New York City, more than 350,000 people marched from Central Park West to Times Square. The
NYPD announced there was not a single protest-related arrest. In Los Angeles, tens of thousands
marched through downtown, and some clashed with police in front of a federal detention facility at
night. Tear gas was fired and 9 people were arrested. In Dallas, clashes erupted between No Kings
marchers and counter-protesters. Among the counter-protesters were people convicted in the
January 6 Capitol riot who had been pardoned.

In Portland, thousands marched to the beat of drums. Police had issued warnings in advance to stay
away from ICE facilities. In Baltimore, the march stretched from City Hall to the Federal Building in
Fell where an ICE field office operated. In Hagerstown, Maryland, between 2,500 and 3,000 people
gathered. A few miles from the city lay a 71,000-square-meter warehouse in Williamsport used as an
ICE detention center. Jackie Fairbrother from Germantown said she had originally planned to go to
the Washington D.C. protest but changed course after seeing the Hagerstown ICE counter-rally on
social media.

In Hawaii, the protest bore a different name. "No Dictators." It was a gesture of respect for the history
of the Hawaiian Kingdom. About 10,000 people gathered in front of the Hawaii State Capitol in
Honolulu. In Princeton, New Jersey, Governor Miki Sherrill gave a speech beside the Princeton Battle
Monument. It was the very spot where George Washington defeated the forces of King George III in
1777.

In Fort Myers, protesters dressed in red cloaks and white bonnets from Margaret Atwood's novel "The
Handmaid's Tale" led the march. In Nashville, similarly dressed protesters crossed the John
Seigenthaler Pedestrian Bridge and marched to Public Square Park. In Austin, a crown-shaped ice
sculpture was placed at the protest site. It was designed to melt throughout the day.

Judy Bursack, 79, in Los Angeles was battling cancer and could not walk without a walker. Unable to
join the downtown march, she stood alone at the corner in front of her apartment holding a
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homemade sign. "I can't go there with everyone else, so I'm doing this alone." The last large-scale
protest she had attended was the Women's March in 2017. She called it a "religious experience."

3,300 protest sites. More than the total number of counties in the United States. What this number
meant was clear. Anger was not confined to the progressive bubbles of New York and San Francisco.
The suburban middle class that had supported or tolerated Trump, elderly residents of retirement
communities, truck drivers in rural areas had turned their backs. War, oil prices, and cost of living had
demolished the boundaries of ideology.

28.2 Trump's Approval Rating: 36 Percent

What shook the White House more than the sound made by 8 million people on the streets was a
number.

By late March 2026, polling results poured in. A UMass Amherst poll conducted from March 20 to 25
among 1,000 respondents showed President Trump's job approval at 33 percent. It was 5 percentage
points below July 2025's 38 percent and 11 percentage points below April 2025's 44 percent. It was
the lowest since his inauguration. A Quinnipiac University poll from early March showed 37 percent
approval and 57 percent disapproval, a net approval of minus 20. A Strength In Numbers/Verasight
survey also showed 37 percent approval and 60 percent disapproval. An NBC News poll put it at 44
percent, but even that was 3 percentage points lower than a year earlier. Regardless of which poll
you looked at, the direction was the same. Downward.

Tatishe Nteta, director of the UMass poll, explained: "Skyrocketing inflation, stock market crashes, an
unpopular war in the Middle East, long airport lines from government shutdowns, and nationwide
anti-government protests. It is unsurprising that approval took a hit." What he flagged as a "serious
concern for the White House" was different. Among the core groups that had delivered Trump's
victory in the 2024 presidential election,men, working-class voters, African Americans, moderates,
and independents,support had dropped 13 to 20 percentage points compared to April 2025.

The driver of this decline was the Iran war and oil prices. Nate Silver of FiveThirtyEight wrote in a
March 26 analysis that Trump's drop in popularity was "almost certainly" tied to rising gasoline prices.
His net approval on economic management was minus 21.3, and his net approval on inflation was
minus 32.7. Both were near their lowest points since his second term began. A Yahoo/YouGov
survey found 66 percent of respondents opposed Trump's response to gas prices. The outlet reported
that "Trump's economic approval has never been this low, including during the first wave of the
COVID-19 pandemic."

Support for the war was even worse. According to an AP-NORC poll, 59 percent of Americans said
military attacks on Iran were excessive. A Reuters/Ipsos survey found only 29 percent supported the
air strikes on Iran. Two-thirds of respondents, including 44 percent of Republicans, expected gas
prices to rise further. Support for actual ground troops was 7 percent.

There is a principle in American political history called the "rally-around-the-flag effect." When a
president initiates a war, approval ratings spike initially. The classic example is George W. Bush's
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approval exceeding 90 percent after initiating the Afghanistan war following 9/11 in 2001. In the 2026
Iran war, this phenomenon did not occur. Opposition outpaced support immediately after the war
began. According to FiveThirtyEight's Iran war-specific approval tracking launched on March 25, net
approval for the war was minus 14.3. It was the lowest level since the war started.

The rally failed for two reasons. One was the absence of justification. In the 2024 presidential
election, Trump campaigned as a peace candidate, promising to "end endless wars." When he
initiated bombing of Iran without congressional approval, a sense of betrayal erupted within his
support base. According to a Strength In Numbers/Verasight survey, 13 percent of Trump's 2024
voters said they regretted their vote. It was twice the regret rate among Harris voters.

The other was the sign at the gas pump. The national average gasoline price, which was $2.97 per
gallon before the war, topped $4 on the day of the March 28 protests. It had risen more than a dollar
in a month. In some regions like California, it had already exceeded $5. Weekly diesel price increases
were $1.12 per gallon in Texas, $1.11 in North Carolina, and $1.08 in Georgia. All three are critical
swing states for midterm elections.

In an interview with the New York Post, President Trump said, "I think the polls are good, but I don't
care about the polls. I need to do the right thing." At the time he said this, his net approval on price
management was minus 39. Even his border security approval, which he had bragged about most
throughout his tenure, had turned negative.

Between 33 and 37 percent. The numbers varied by polling organization, but every poll told the same
story. The floor supporting Trump was giving way.

28.3 A Minnesota Night

Among the 3,300 protests, organizers designated Saint Paul, Minnesota as the national "flagship
event." There was a reason.

In December 2025, the Trump administration launched "Operation Metro Surge," deploying 3,000
federal agents under the Department of Homeland Security to the Minneapolis-Saint Paul region. The
stated purpose was illegal immigrant enforcement. Armed federal agents raided residential
neighborhoods, arrested parents in front of schools, and dragged away nail salon owners. Citizens
took to the streets to monitor the agents' actions.

In January 2026, two American citizens were shot dead by federal agents. Renee Good. A mother of
three. Alex Pretti. A VA hospital nurse. They were shot in the back by ICE agents, collapsed on the
street, and died with no one investigating. Minnesota residents stood guard in brutal cold, facing
rubber bullets and tear gas. Resistance involving tens of thousands of people ultimately forced a
scale-back of the operation. By February, Operation Metro Surge had effectively ended.

On March 28, people gathered again in Minnesota. In front of the State Capitol. Organizers expected
100,000. State police reported at least 50,000 confirmed. Organizers estimated 200,000. Regardless
of which figure was right, it was the largest political rally in Minnesota history.
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Minnesota Governor Tim Walz took the stage in a flannel shirt. Referencing the White House calling
protesters "radicals," he said, "You're damn right we've been radicalized." He paused, then
continued. "Radicalized by compassion. Radicalized by decency. Radicalized by due process.
Radicalized by democracy."

Governor Walz introduced the next speaker. "A man who has given voice to the working class his
entire life. Someone who has sung about our hopes and dreams, our fears, everything that makes us
human." After a moment, he added, "We don't need kings, but we need a Boss."

Bruce Springsteen took the stage with his guitar.

"This winter, federal troops brought death and fear to the streets of Minneapolis," Springsteen said.
"But they picked the wrong city." The crowd roared. "The strength and solidarity of Minneapolis and
Minnesota have inspired the nation. Your resilience and commitment have told us something. That
this is still America. That this reactionary nightmare and this invasion of American cities will not be
tolerated."

And he called out two names. "Renee Good. Mother of three. Brutally murdered. Alex Pretti. VA
hospital nurse. Executed by ICE. Shot in the back and died on the street, and our lawless government
could not even muster the decency to investigate that death. Their courage, their sacrifice, their
names will not be forgotten."

The crowd began chanting "ICE out now." Springsteen picked up his guitar and performed "Streets of
Minneapolis." It was a song written one day after the ICE shooting incident in January, recorded two
days later, and released. Federal agent boots, rubber bullets and smoke, people falling on
snow-covered streets. It was his third live performance of the song.

Springsteen once told the Minnesota Star Tribune about the song: "Sometimes you find yourself in
the right place at the right time, and something bigger than the band happens. The time in
Minneapolis ranks at the top of all the meaningful performances I have done."

Following Springsteen, Joan Baez took the stage. An icon of the anti-war movement of the 1960s.
She performed Bob Dylan's "The Times They Are A-Changin'" with Maggie Rogers. Tom Morello,
guitarist for Rage Against the Machine, made a surprise appearance.

Senator Bernie Sanders took the microphone. He began with American history. "In 1789, they spoke
loudly and clearly to the world. In this new country, America, we do not want a king." After reading the
opening line of the Declaration of Independence, he continued. "Today in 2026, our message is
exactly the same. Kings are not needed. We will not allow this country to slide into authoritarianism or
oligarchy. In America, the people govern."

Sanders' speech had two axes. One was wealth inequality. "Never in American history have so few
possessed so much wealth and power. The top one percent owns more wealth than the bottom
ninety-three percent." The other was the Iran war. "Let's be honest. The American people were lied to
about the Vietnam War. They were lied to about the Iraq War. And today they are being lied to about
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the Iran War. This war must end immediately."

He recited numbers. Thirteen American soldiers killed since the war began. Hundreds wounded.
Twelve more wounded in just a single day yesterday. After pointing out that Trump started the war
without Congressional approval, in violation of international law, he recalled the 2024 presidential
election promises. "He ran as a peace candidate. He promised no more endless wars. It was a lie."

Representative Ilhan Omar mentioned Shahjarah Tayebeh Girls' School in Iran that was bombed on
the first day of the war. It was an incident where at least 175 people were killed. "Trump's talk of
liberating Iranian women means bombing schools and killing children."

Jane Fonda, instead of giving a speech, read a statement from Becca Good, wife of Rene Good.
Actor Robert De Niro participated via pre-recorded video. "Because of Trump, I wake up depressed
every morning, but today I'm happier because millions of people are protesting here." He also sent
congratulations to Minnesotans. For driving ICE out of the city.

A large banner hung on the Capitol steps. "We had whistles, they had guns. The revolution starts in
Minneapolis."

The rally ended around 5 p.m. Springsteen was scheduled to start his "Land of Hope and Dreams"
tour at the Target Center in Minneapolis three days later. A "No Kings" themed tour. He said he would
start in Minneapolis and end in Washington. "This tour will be political and about what is happening in
this country right now."

Iraq War veteran Niizod Denasha explained why he came to the Saint Paul rally. "I enlisted twenty
years ago. I believed in the Constitution. Right now, rights are being trampled." Bob Mize, a
sixty-eight-year-old retired lawyer from Iowa, had tears in his eyes talking about his grandson serving
in the Marines. He was worried the grandson could be deployed to Iran. "Having this many people
here helps. I wish there was more we could do."

28.4 Midterm Elections and the Energy Crisis

There is an old saying in American politics. "It's the economy, stupid." This phrase was created by
James Carville, Bill Clinton's campaign strategist, in 1992. In 2026, that sentence needs only one
word changed. Gasoline instead of economy.

"It's the gas prices."

For American voters, gasoline prices are different from any other economic indicator. The price of
bread or milk can only be checked by going to the store, but gas prices appear on the service station
sign every day on the commute. In a country where the average commute is twenty-seven minutes, in
suburban areas where public transportation is virtually nonexistent, in a structure where groceries
cannot be bought without a car, a one-dollar change in price per gallon is like watching part of your
monthly salary evaporate. Political scientists compare gasoline prices to a regressive tax. It means a
tax that is harsher on ordinary people than on the wealthy.
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In late February before the war, the national average gasoline price was two dollars and ninety-seven
cents per gallon. President Trump boasted about low gas prices in his State of the Union address.
Energy Secretary Chris Wright even performed a stunt of pumping gas himself at a service station in
Corpus Christi, Texas. It was a message that the administration was keeping fuel costs low for
ordinary people.

The Iran War began on February 28. Within a week, the national average rose sixteen cents to three
dollars and eleven cents. A week later, three dollars and thirty-eight cents. By late March, it broke
through four dollars. Both the American Automobile Association (AAA) and GasBuddy confirmed the
same figures. It was the first time prices entered the four-dollar range since Russia's invasion of
Ukraine in 2022.

The direct reason for the oil price increase was the Strait of Hormuz. As this waterway, through which
one-third of the world's maritime oil transportation passes, faced the risk of closure, Brent crude
exceeded ninety dollars per barrel. American crude oil (WTI), which was sixty-seven dollars per barrel
the day before the war, jumped into the ninety-dollar range. The U.S. Energy Information
Administration (EIA) predicted in its March short-term outlook that Brent crude would remain above
ninety-five dollars per barrel for two months.

Patrick De Haan, chief oil analyst at GasBuddy, wrote on March 30: "The situation is extremely
volatile and unpredictable." Gregory Brew, chief analyst for Iran and oil at Eurasia Group, offered this
forecast early in the war: "Gasoline from three dollars fifty to four dollars per gallon, and five-dollar
diesel, will be coming soon." Three weeks later, that forecast became reality.

The reporting that most accurately captured what these numbers meant politically was from Axios. It
was an analysis showing that three of the top four states with the largest weekly diesel price
increases were key battleground states in the midterm Senate race. Texas, North Carolina, Georgia.
In the states Republicans had to win to maintain their Senate majority, the numbers on the service
station signs that voters see every day had jumped up more than a dollar.

According to an AP-NORC survey, forty-five percent said they were "extremely" or "very" worried
about whether they would be able to afford gasoline over the next few months. In late 2024, right after
Trump's reelection, the response to the same question was thirty percent. A fifteen-percentage-point
increase. The war had created that difference.

There was a historical pattern. In the 1970s oil shock, Jimmy Carter's reelection was thwarted. In
2008, when oil prices were at one hundred forty dollars, Republicans suffered a crushing defeat. In
midterm elections, it is almost a law that the party of the president loses seats. According to Nate
Silver's analysis, it is a historical trend that the opposition party gains an average of about five
percentage points in the Generic Ballot during the period leading up to the midterm elections. By
March, Democrats were already ahead by six percentage points. If this trend continued, in November
the Democratic Party would enter a phase where a commanding victory, or a "wave," would be
possible.
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Anxiety within the Republican Party was becoming visible. Speaking on condition of anonymity, a
Republican campaign strategist told CNBC: "If the oil price increase is temporary, that's fine, but if it
sustains at all, it's really bad. Grocery prices are high, housing costs are high, and now if gas prices
go up on top of that, where does it end?" Republican lawmakers, worried about losing reelection
along with the president, began distancing themselves from the White House. They did not publicly
criticize Trump, but their silence on war policy grew longer.

The Trump administration deployed multiple measures to control oil prices. Releasing the Strategic
Petroleum Reserve (SPR). Considering easing sanctions on Russia and Venezuela. Supporting
tanker passage through the Strait of Hormuz with naval escort. Providing tanker insurance through
the U.S. International Development Finance Corporation (DFC). CNN reported that White House
officials had made solving this problem the top priority before the November midterm elections.

However, the market did not respond strongly to these measures. Ian Bremmer of Eurasia Group
analyzed it this way for Al Jazeera. If Trump could secure the Strait of Hormuz and create the
perception that he had forced Iran into submission, the short-term pain might not extend to the
midterm elections. "On the other hand, if this goes on for eight weeks, three months or more, and gas
prices continue rising, Democrats will attack saying, 'Trump said he would avoid endless wars, but
look what he has gotten us into.'"

The same week the March 28 protest took place, a small event unfolded in Florida. A special election
was held in the state House district that includes Palm Beach, where Trump's Mar-a-Lago estate is
located. Democratic candidate Emily Gregory flipped this solid Republican district. Ken Martin, chair
of the Democratic National Committee (DNC), said: "If Democrats can win in Trump's backyard, they
can win anywhere."

Unless the war ended quickly or gas prices fell quickly, the seven months remaining until November
would be a long time for Republicans. Time magazine's reporting summarized the situation: "A chain
where war brings economic impact and economic impact affects elections" was already in operation.
Grocery prices, transportation costs, and service costs were all rising in tandem with oil prices, and as
long-term interest rates increased, they were pushing up mortgage and auto loan costs.

The path of the energy crisis that began at the Strait of Hormuz, passing through gas stations in the
American Midwest and reaching the voting booths in November, was already visible. Trump and the
Republicans stood in the path of that crisis.
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Chapter 29: The Power Grid Is the New Battlefield
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29.1 Targeting Power Plants and Substations

On March 1, 2026, at 2:47 AM Tehran time, a squadron of Israeli Air Force F-35I Adir fighters
appeared above Tehran. The target was a military zone in western Tehran where the Islamic
Revolutionary Guard Corps (IRGC) headquarters was concentrated. At the moment precision-guided
bombs penetrated the building and detonated, three nearby high-voltage transmission towers were
struck by fragments and collapsed. A 230-kilovolt transmission line carrying power toward Karaj was
severed. Protective relays in substations across eastern and western Tehran triggered cascading
shutdown signals. Four minutes later, approximately four million of the twelve million people in the
Tehran metropolitan area were plunged into darkness.

Two days later, Iran's Ministry of Energy issued an official statement. Its explanation was that
"fragments struck high-voltage transmission towers and substations." This meant the bombs had not
directly targeted power facilities but caused collateral damage. Yet the result was the same. Tehran's
night went dark, hospital backup generators began running, and the subway stopped.

The power grid is a vast flow composed of three stages: generation, transmission, and distribution.
Electricity produced at power plants travels hundreds of kilometers before voltage is stepped down at
substations and delivered to homes and factories. One fatal physical constraint applies to this flow:
electricity cannot be stored. Production and consumption must balance by the second. When this
balance breaks, frequency wavers, and protective devices activate, cutting circuits. When one
substation fails, its load surges to neighboring substations, which then shut down from overload. This
is cascading failure. This is exactly what happened when the three transmission towers in western
Tehran collapsed.

The idea of targeting the power grid in warfare is not new. In 1943, the Royal Air Force bombed the
Moene and Eder dams in Germany's Ruhr industrial region. When the dams collapsed, hydroelectric
generation ceased and munitions factories in the Ruhr suffered power shortages. In the 1991 Gulf
War, this idea matured into systematic doctrine. Colonel John Warden of the U.S. Air Force viewed
an adversary nation as an organism made up of five concentric rings. The innermost ring was
leadership, the second was key production facilities, and the third was infrastructure. Warden argued
that cutting power first among infrastructure would simultaneously paralyze the remaining four rings.
The U.S. military implemented this theory. In the first week of the war, it concentrated
precision-guided strikes on Iraqi power plants and substations, and Iraqi air defense radars,
communications networks, and command systems collapsed all at once.
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The 2022 Russia-Ukraine War proved this doctrine remained valid 35 years later. Beginning in
October 2022, Russia persistently struck Ukrainian thermal power plants, hydroelectric power plants,
and substations with cruise missiles and Shahed loitering munitions. Heating was cut off in winter
temperatures below minus ten degrees Celsius. Water pumps stopped, leaving no tap water.
Communications towers were powered down, rendering cell phones useless. In hospitals, electricity
failed during surgery, forcing doctors to maintain patients' breathing with manual ventilators.

The destructiveness of power grid strikes stems from the physical characteristics of one of its
components: the large power transformer (LPT). A transformer steps down ultra-high-voltage
electricity of 345 kilovolts or above produced at power plants to voltages usable in homes, or steps it
up for transmission. They weigh hundreds of tons. Inside is a precise structure of copper coils filled
with insulating oil. Only a handful of companies worldwide can manufacture them. According to the
International Energy Agency's 2026 report, transformer prices have risen 75 percent since 2018, and
lead time from order to delivery now stretches four years. When a single missile destroys a
transformer, the area served by that substation may lack normal power supply for four years.

In the 2026 Iran War, the significance of power grid strikes differed from the Gulf War or the Ukraine
conflict. This was not solely Iran's problem.

President Trump posted on Truth Social on March 21. He said that if Iran did not open the Strait of
Hormuz within 48 hours, he would "obliterate" Iran's power plants, starting with the largest. That same
day, Iranian Parliament Speaker Mohammad Baqer Qalibaf responded on X. He warned that if Iran's
power plants and infrastructure were struck, he would carry out unlimited retaliatory strikes on Saudi
Arabia's, the UAE's, and Kuwait's power plants and desalination plants.

To understand why this threat threw the entire Gulf region into panic, we must know the water
situation in Gulf countries. The Arabian Peninsula receives less than 100 millimeters of annual
rainfall, making it an extreme desert. Natural freshwater resources are nearly nonexistent. Kuwait
obtains 90 percent of its drinking water from desalination facilities, Bahrain 95 percent, and the UAE
42 percent. Saudi Arabia is the world's largest desalination producer. The six GCC countries account
for 60 percent of global desalination capacity. These facilities produce freshwater by boiling seawater
or filtering it through reverse osmosis membranes, both of which consume enormous amounts of
electricity. If power is cut, freshwater production stops. Electricity is water, and water is survival.

Damage actually occurred. On March 7, Iranian Foreign Minister Abbas Araghchi claimed the United
States had struck a desalination facility on Qeshm Island in southern Iran, disrupting drinking water
supply to 30 villages. The U.S. denied this. Shortly after, Bahraini authorities announced that Iranian
drones had caused physical damage to Bahrain's desalination facilities. In Kuwait, an auxiliary
building of a combined desalination and power plant was damaged by Iranian attacks, killing an
Indian worker. Iranian missiles also fell near the Fujairah combined power-desalination complex in
the UAE. Iran's March 2 attack on Dubai's Jebel Ali port struck just 20 kilometers from a major
desalination complex producing 160 billion gallons of water annually.
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Michael Christopher Low, a history professor at the University of Utah, summarized this situation with
the phrase "Saltwater Kingdoms." Gulf countries earn money from oil, but survive by using electricity
made from that oil to turn seawater into drinking water. The miracle of the oil age has become the
fatal vulnerability of the oil age.

David Michel of the Center for Strategic and International Studies (CSIS) made this point: 40 years
ago, the CIA had already warned in classified reports of the security vulnerabilities created by the
Gulf countries' desalination dependence. The 2026 war revealed that this vulnerability had not only
gone unresolved for 40 years but had deepened.

Power grid strikes operate on two levels. At the direct military level, when power fails, air defense
radars, communications networks, and command systems become useless. Modern military
operations are highly networked; without reliable power, a single missile cannot be fired. At the
indirect socioeconomic level, when power fails, water fails, and when water fails, survival is
threatened. In regions like the Gulf where summer temperatures approach 50 degrees Celsius, if air
conditioning and drinking water vanish simultaneously, a humanitarian catastrophe begins within
days.

When Tehran fell into darkness, citizens came into the streets, switched on their phone flashlights,
and cried for help. Israel and the United States intended to destroy the IRGC headquarters, but they
imposed on the Iranian government the political burden of explaining "why millions of citizens are left
in pitch darkness." Cutting power is a double blow: it paralyzes the enemy's military while imposing a
governance crisis on the enemy's government.

At the end of March 2026, Trump announced he would accept Iran's request and extend the grace
period on power grid attacks by ten days until April 6. This decision itself demonstrated the strategic
importance of the power grid. It was not nuclear facilities or missile bases but power plants that
became the lever in negotiations. The cooling towers and steel structures of power plants and
substations now stood at the center of fierce front-line combat as fiercely contested as trenches.

29.2 A Single Line of Code Stops the Grid

On February 28, 2026, at 9:45 AM Tehran time, before the first Tomahawk cruise missile entered
Iranian airspace, the battlefield was already open. At a March 2 press briefing, Chairman of the Joint
Chiefs of Staff General Dan Caine said this: the U.S. Cyber Command (USCYBERCOM) and Space
Command had been "first movers." They had "layered non-kinetic effects" to "disrupt, weaken, and
blind Iran's ability to see, communicate, and respond."

General Caine did not disclose specifics. But the results showed in numbers. According to the Unit 42
analysis team at Palo Alto Networks, Iran's internet connectivity plummeted to 1-4 percent starting the
morning of February 28. As of March 25, Iran had been in a state of effective internet blackout for 27
consecutive days. Even before physical bombing began, Iran's integrated air defense system (IADS)
was already blind.
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The fact that cyber attacks can physically destroy energy infrastructure was first proven in 2010. That
summer, a Belarusian security firm discovered strange malicious code on computers at Iran's Natanz
uranium enrichment facility. The code, named Stuxnet, was a 500-kilobyte computer worm. It
operated in three stages. First, it infiltrated Windows systems. Next, it sought out and infected
Siemens Step7 software, which was used to operate industrial control devices. Finally, it seized
programmable logic controllers (PLCs) and manipulated the rotation speed of centrifuges that
separated uranium gas.

The Natanz facility existed in a so-called air-gap environment, completely isolated from the internet.
Stuxnet crossed this barrier via USB memory. It is believed an engineer inside the facility carried an
infected USB in from outside. The code entered and then waited patiently. It did nothing until it
detected the exact hardware configuration to which a Siemens Step7 controller was connected. Once
it found its target, it raised the centrifuge rotation speed beyond safe limits. Simultaneously, it
manipulated the control room monitors to display all readings as normal. Iranian technicians watched
centrifuges fail one by one without knowing why. When IAEA inspectors began noticing an unusually
high centrifuge replacement rate, approximately 1,000 had already been destroyed. That was
one-fifth of the 5,000 operating at the time.

Stuxnet is believed to be a joint U.S.-Israeli operation. Edward Snowden confirmed this in 2013. It
carried the operational name "Olympic Games" and began under the Bush administration,
accelerating under the Obama administration. It is assessed to have delayed Iran's nuclear program
by at least two years.

Stuxnet set a precedent: code could destroy physical equipment. Subsequent attacks were built on
this precedent.

On December 23, 2015, a Russian hacker group (believed to be Sandworm) infiltrated a power
distribution company in the Ivano-Frankivsk region of Ukraine. It began with a phishing email. One
employee opened an attachment, and the hackers gained a foothold in the internal network. Over
several months, they stole system credentials. On the day of the attack, power plant operators
watched their mouse cursor move on its own across their screens. The cursor clicked grid circuit
breakers one by one to the "off" position. The hackers created a blackout and then blocked recovery.
They remotely shut down uninterruptible power supplies (UPS), bombarded the call center with calls
to block citizen reports, and executed wiper malware to delete server data and cripple the control
system itself. It was the first confirmed case of a large-scale blackout caused by cyber attack.

In May 2021, Colonial Pipeline, which handled 45 percent of oil supply to the U.S. East Coast, was
infected with ransomware. When the DarkSide hacker group encrypted the IT system, the company,
concerned for safety, physically shut pipeline valves. Within days, thousands of gas stations ran dry,
flights were canceled, and citizens resorted to panic buying, filling plastic bags with gasoline. The
malware never directly touched the valves. Only the IT system was infected, yet the operators
themselves locked the valves. The real destructive power of cyber attacks lies not just in technical
penetration capability but in the cascading reactions that operators' anxiety and system
interdependence amplify.
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The 2026 war brought all these precedents to a single stage. Physical and cyber attacks occurred
simultaneously. U.S. Cyber Command disabled Iran's communications networks and air defense
sensors at the moment hostilities began. On the Iranian side, more than 60 hacker groups began
operations within hours of the start of war. Organized under the name "Cyber Islamic Resistance"
across more than 100 Telegram channels, they claimed more than 600 attacks within two weeks of
the war's start.

On March 11, the Iran-linked hacker group Handala attacked U.S. medical device company Stryker.
The Handala logo appeared on login screens of employees across 79 countries. The group claimed
to have remotely wiped more than 200,000 devices by exploiting Microsoft's Intune cloud
management platform. Stryker was still recovering its systems on its 17th day as of March 27, and
current and former employees filed four class-action lawsuits over personal data theft.

The CyberAv3ngers group, under the Islamic Revolutionary Guard Corps, targeted U.S. water
treatment facilities and industrial control systems. They used default passwords to log into
programmable logic controllers (PLCs) and install malware. APT33 gained access by entering
commonly used passwords on U.S. energy company accounts. APT55 conducted cyber espionage
against U.S. energy and defense officials.

On March 23, Handala publicly posted nine schematics of Israel's power grid and power plants on its
own website. Iran's semi-official Tasnim News posted on Telegram a list designating dozens of
datacenters owned by U.S. tech giants like Microsoft, Google, Amazon, and Oracle in the Middle East
as "Enemy Technology Infrastructure."

According to Breaking Defense, a former cyber operations officer explained it this way: there is a
critical difference between cyber attacks and physical strikes. Destroying a power plant with a missile
takes months to years to repair, but cyber attacks can be turned on and off. Crippling communications
networks with cyber means affecting emergency services, but when the attack stops, systems soon
restore. This difference gives cyber weapons unique strategic flexibility. The grammar of hybrid
warfare, where instead of physically destroying enemy air defense radars you temporarily blind them
with cyber attacks and then stealth fighters enter through the gap, was proven in real combat during
the 2026 Iran War.

However, there was another lesson at the same time. The same former officer added this: Russia's
cyber attack on U.S. satellite communications company Viasat in the early stages of the Ukraine
invasion created short-term chaos, but in exchange burned away a valuable intelligence-gathering
asset. Once a cyber access point is revealed, the enemy blocks it, so the moment you use it, it
vanishes. Decisions about when to use it and what to use it for can be harder than firing a missile.

The battlefield is not only where bullets fly. The control room of a power company, an engineer's
keyboard, each router in an invisible network became the new battlefields of 2026. Iran's internet
connectivity plummeting to 1 percent was the result not of missiles but of code.

29.3 Cyber War Vulnerabilities in Energy Facilities
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In November 2023, an unusual screen appeared in the water authority office in Aliquippa,
Pennsylvania. On the screen of an Israeli-made Unitronics PLC controlling the booster pump of a
water treatment facility, a message read: "All Israeli-manufactured equipment is a legitimate target of
CyberAv3ngers." An IRGC-affiliated hacker group had logged into an internet-exposed industrial
control device using the default password. The default password. The original factory setting that had
never been changed.

This incident vividly illustrates why energy facilities and infrastructure are vulnerable to cyber attack.
The vulnerability has three roots.

The first is the inherent limitation of industrial control systems (ICS) and SCADA (Supervisory Control
and Data Acquisition). The design philosophy of equipment that turns turbines in power plants, opens
and closes circuit breakers in substations, and regulates valves in pipelines was created in the 1970s
and 1980s. Engineers' sole objective then was uptime: never stopping, 24 hours, 365 days. In an era
before the concept of external internet existed, security concepts like data encryption or multi-factor
authentication did not appear in blueprints. Anyone accessing the internal network was considered a
trusted user. Control commands passed in plaintext without passwords. The fact that the Aliquippa
water authority's Unitronics PLC still carried its default password was evidence that this era's legacy
remained unchanged 30 years later.

You cannot replace decades-old, expensive industrial equipment overnight simply because security
is weak. For a power company, replacing a PLC in a substation requires temporarily interrupting
power to that zone. This affects tens of thousands of homes and factories. Replacement costs are
enormous. As a result, power companies had no choice but to patch and splice these old systems.
Professor Alex K. Jones of Syracuse University's electrical engineering department explains it
precisely: water treatment, power grids, and industrial control systems were designed for safety and
real-time operation, not for frequent software updates or fast security patching. Consumer laptops
and smartphones receive security updates weekly, but in industrial environments, a small change can
halt physical processes, so patch cycles are much slower. Equipment with long lifespans, increasing
connectivity, and slow update cycles makes industrial infrastructure far harder to defend than general
IT systems.

The second source of vulnerability is the collapse of the air gap. In the past, energy companies
believed that operational technology (OT) networks controlling physical equipment were safe
because they were physically separated from information technology (IT) networks used for email
and web browsing. Stuxnet cracked this myth, but it was a state-level precision operation not
accepted as a general threat. The real collapse came in the name of efficiency.

The spread of renewable energy was critical. Wind and solar generate electricity only when the wind
blows and the sun shines. To link this irregular generation in real time to the grid, field substation
equipment must continuously exchange data with the central control center's IT systems. According
to the IEA's 2026 report, globally 1,650 gigawatts of solar and wind capacity cannot operate due to
insufficient grid capacity to connect them. Pressure to expand and make the grid smarter is immense.
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To cut maintenance costs, access portals (such as VPNs) allowing contractors' staff to reach site
equipment remotely were also breached. The air gap between IT and OT networks was punctured by
the logic of efficiency and economy. Hackers target these holes with precision. They don't attack the
heavily secured OT network directly. Instead, they first hack the contractor's email or an employee's
personal laptop, where security is comparatively weak. Then, traveling through a legitimate remote
access channel across the IT network, they walk into the heart of the OT network. This is called
'lateral movement' strategy. Connecting systems brings convenience, but the moment the weakest
link breaks, a vast attack surface collapses entirely. This is the paradox of connectivity.

The third vulnerability stems from supply chain structure. Energy infrastructure is built from hardware
and software components supplied by hundreds of companies worldwide. Instead of attacking a
heavily secured power company directly, hackers compromise the update server of a small vendor
that supplies control software to that power company. The moment the power company downloads
what it believes to be a legitimate security patch, malware enters the system. In a global supply chain,
it is nearly impossible to fully verify whether a specific component or firmware contains a backdoor.

And above these three vulnerabilities sits a fourth layer newly exposed by war in 2026. Data centers.

On the night of March 1, Shahed drones from Iran's Revolutionary Guard attacked two Amazon Web
Services data centers in the UAE and one AWS facility in Bahrain. It was the first time in military
history that a major hyperscaler's data center had been deliberately targeted. Amazon confirmed
structural damage, loss of power, fires, and water damage from firefighting efforts. Two of three
availability zones in the UAE region (ME-CENTRAL-1) were damaged, and services in the Bahrain
region (ME-SOUTH-1) also went down.

Through Telegram, Iran's state-owned Pars News disclosed why it deliberately struck the Bahrain
facility: to confirm that these centers were supporting enemy military and intelligence operations. The
U.S. military was operating certain operational workloads through AWS, and according to media
reports, it was using Anthropic's AI model Claude for intelligence analysis and combat simulation. The
boundary between commercial cloud infrastructure and military operations had vanished. The
Pentagon's Joint Warfighting Cloud Capability (JWCC) and Joint All-Domain Command and Control
(JADC2) networks run on the same commercial infrastructure used by banks and delivery apps.

The results were immediate. Online services at major banks including Abu Dhabi Commercial Bank,
Emirates NBD, and First Abu Dhabi Bank went down. Payment platforms Alaan and Hubpay, cloud
data company Snowflake, and major ride-hailing platform Careem were affected. AWS marked its
UAE services as "Disrupted" for several days and advised Bahrain region customers to replicate
critical data to other AWS regions.

Researcher Sam Winter-Levy of the Carnegie International Peace Foundation issued this warning: As
AI grows increasingly critical, physical attacks "will inevitably become more frequent." And:
"Protecting data centers is now the equivalent of protecting the most heavily secured government
buildings."
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Zachary Kallenborn, a researcher at King's College London, told Fortune that in an era when war is
waged through drones and robotic systems, regional conflicts can spread far wider in scope. This is
because adversaries will seek to strike the remote command centers controlling unmanned systems
and the data center infrastructure supporting them.

The events of March 2026, when the closure of the Strait of Hormuz and data center attacks occurred
simultaneously, revealed that the chokepoints for oil and the chokepoints for data occupy the same
geographic space. Seventeen submarine cables pass through the Red Sea, and data centers in the
Middle East serve as relay points for digital traffic between Europe and Asia. Doug Madory of network
analysis firm Kentik put it this way: simultaneous closure of the Strait of Hormuz and the Red Sea
would be "a globally destructive event," and "this has never happened before."

The Gulf states' AI data center investment strategy, involving trillions of dollars, rested on a single
assumption: that the region was safe. The March 1 drone attack demolished that assumption.
According to Euronews, the UAE data center market was projected to grow from 3.29 billion dollars in
2026 to 7.7 billion dollars in 2031. After the attack, those projections came under review.

Energy facilities are not vulnerable to cyberattacks because there is no antivirus. The vulnerability
comes from structural contradictions: equipment designed in the 1980s connected to the internet;
supply chain bottlenecks in transformer replacement, where a destroyed unit takes four years to
replace; demand for electricity surging from the AI revolution that has completely exhausted the grid's
physical reserves; and the reality that commercial cloud infrastructure and military operations share
the same servers. These overlap to simultaneously expose both the power grid and digital
infrastructure.

Extreme asymmetry exists between defenders and attackers. Energy companies must defend tens of
thousands of transmission towers, thousands of substations, and millions of lines of code with limited
budgets and staff,365 days a year. Attackers need to succeed only once. State-backed hacking
groups have no fear of failure and possess the time and capital to attempt indefinitely until they find a
zero-day vulnerability.

Iran in March 2026,darkened Tehran and Dubai's banking apps that went silent,pose the same
question: In an age of electrification, what can a nation protect if it cannot defend its power grid? In a
time when a single line of code can stop a turbine and bring down a server, a firewall has become a
defense asset as critical as a missile defense system.
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30.1 Data Centers Are Electricity-Consuming Military Supply Bases

Early morning on March 1, 2026, in Abu Dhabi, United Arab Emirates. Two hypercale data centers
belonging to Amazon Web Services (AWS) were struck simultaneously by Shahed suicide drones
from the Iranian Revolutionary Guard Corps (IRGC). At the same moment, an AWS facility in Bahrain
suffered shrapnel damage from nearby explosions. Concrete walls cracked, emergency suppression
systems activated, and water cascaded onto server racks. Within minutes, mobile banking
applications from Abu Dhabi Commercial Bank, Emirates NBD, and First Abu Dhabi Bank went
offline. Payment platforms stopped working, ride-hailing services went dark. Across the UAE, people
could not pay for a coffee at a cafe or call a taxi from the airport. Amazon was forced to mark regional
service status as "disrupted" for days afterward.

This was a historic first. A national military had intentionally struck a private big-tech company's data
center. State news agency IRNA published a message immediately after the attack, listing Amazon,
Microsoft, Palantir, and Oracle by name and declaring "Enemy Technology Infrastructure: Iran's New
Target." The IRGC made its reasoning explicit. AWS hosted the U.S. Department of Defense's AI
systems, and Anthropic's Claude model was being used for military operations analysis and target
identification against Iran.

That claim was not fiction. The Washington Post reported that the U.S. military used AI tools to strike
more than 1,000 targets within the first 24 hours of Operation Epic Fury. Palantir's Maven Smart
System had Anthropic's Claude embedded within it. This system semi-automatically ranked targets
by strategic importance and even drafted legal justifications for each strike. U.S. Central Command
(CENTCOM) used this system to process satellite imagery, signals intelligence, and communications
intercepts in real time to extract target coordinates. Pentagon Chief Information Officer Kristin Davis
officially acknowledged at a Senate Armed Services Committee hearing that "this system is currently
being utilized in ongoing operations."

One fact emerged here. What we call the "Cloud" is not a cloud. It is a building made of tens of
thousands of tons of concrete and steel, a metal structure arrayed with hundreds of thousands of
servers, a physical facility that consumes electric power equivalent to a coal-fired power plant without
pause. Inside this facility, America's kill chain was operating,the process from target detection to
strike. From Iran's perspective, attacking this building was fundamentally no different from bombing
an ammunition depot.
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International law scholars' interpretations aligned with Iran's logic. Harvard Law School visiting
professor Ioannis Kalpouzos stated, "As long as a data center executes Pentagon's JWCC (Joint
Warfighting Cloud Capability) contracts, that facility becomes a legitimate military objective." Article
52, Paragraph 2 of the Additional Protocols to the Geneva Conventions classifies facilities that make
effective contribution to military action as lawful military objectives. The criterion is function, not
proportion. If only one cluster out of 100,000 servers runs military AI, the entire building can become
a target. Logical separation through virtual machines or availability zones means nothing before a
physical strike. When a missile hits the building, military servers and civilian banking servers are
destroyed together.

The question this incident raised was this: Should data centers be defended like military bases? If so,
by whom and at what cost?

Air defense of data center-dense regions had already become a practical problem. James Shortz of
the Royal Institute of International Affairs at Chatham House said, "Deploying air defense systems
like the Iron Dome next to oil facilities or government infrastructure is already standard practice." The
real question, he noted, was how high to rank data centers on the critical infrastructure list. The
United States includes data centers among 16 critical infrastructure sectors; the United Kingdom
designated data centers as critical national infrastructure in 2024.

The issue is scale. According to the International Energy Agency (IEA), global data center electricity
consumption in 2024 was approximately 415 terawatt-hours (TWh). This represented roughly 1.5
percent of global electricity consumption. The IEA projected this figure would more than double to
945 TWh by 2030, equivalent to Japan's annual electricity consumption. In the United States alone,
data center electricity demand is expected to increase 133 percent, from 183 TWh in 2024 to 426
TWh in 2030.

The driver of this explosive growth is artificial intelligence. The IEA identified AI as "the most
significant driver of this growth." Electricity demand for AI-optimized data centers will increase more
than fourfold by 2030. By 2030, data centers will account for nearly half of the increase in U.S.
electricity demand. An era is coming when more electricity goes into data processing than into
aluminum smelting, steel production, cement manufacturing, and chemical production combined.

Virginia's "Data Center Alley" already consumes 26 percent of the state's entire electricity supply in
data centers. In Ireland, 79 percent of Dublin's power goes to data centers. GPUs (graphics
processing units) used in AI servers consume two to four times more electricity than conventional
CPUs. Servers consume power and generate heat. Cooling systems that dissipate that heat consume
more power. In efficient hyperscale facilities, cooling accounts for 7 percent of total power; in
inefficient facilities, it exceeds 30 percent.

When power supply cuts off, cooling stops, and when cooling stops, servers overheat and shut down
within minutes. Uninterruptible power supplies (UPS) and diesel generators exist, but with the Strait
of Hormuz blockade making diesel supply itself unstable, backup generators cannot run for more than
a few days.
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The March 1 AWS strike set a precedent. Data Center Dynamics' analysis summarized it this way:
"The data center industry has risk models for cyber incidents, operational failures, and natural
disasters. It has no risk model for reclassification as a military objective under international law."

An era had begun in which these electricity-consuming buildings became targets for missiles.
Amazon's stock price actually rose roughly 3 percent immediately after the attack. Wall Street
analysts judged that demand would grow to abandon single-region deployments and shift to
multi-region infrastructure, which would drive cloud revenue growth. The irony of warfare becoming
business opportunity. Data centers had become the tool of war, the target of war, and simultaneously
an industry profiting from war.

30.2 Chip Production and Weapons Systems

On March 2, 2026, in the Ras Laffan industrial city in Qatar. After Iranian drones and missiles struck
this facility, state-owned QatarEnergy announced it was halting operations at its natural gas
processing and export facility. Ras Laffan is the world's largest LNG export hub. Yet this facility
produces a byproduct in its natural gas processing: helium. Qatar produces approximately one-third
of the world's helium. In 2025 alone, roughly 63 million cubic meters. When Ras Laffan stopped, that
volume disappeared from the market.

Few understand why helium matters. Most know it only as the gas that fills balloons. In
semiconductor factories, helium is a matter of survival. When manufacturing semiconductors, there is
an etching process that inscribes microscopic circuits onto silicon wafers. This process requires
maintaining a constant temperature on the wafer. Jacob Feldgoise of Georgetown University's Center
for Security and Emerging Technology explained: "During the etching process, heat must be removed
from the wafer. Helium is a gas with superior thermal conductivity, so helium is blown onto the back of
the wafer to extract heat rapidly and uniformly." Helium is essential in photolithography processes as
well,the technique that uses light to print precise circuit patterns on chips. In manufacturing chips
below 5 nanometers, helium is used for leak detection. No substitute material exists for helium. The
Semiconductor Industry Association already warned in 2023: "A halt to helium supply will create a
shock to the global semiconductor manufacturing industry."

That warning became reality. South Korea produces approximately two-thirds of the world's memory
semiconductors. The two largest memory chip manufacturers in the world, Samsung Electronics and
SK Hynix, are both located in South Korea. According to the Korea International Trade Association
(KITA), South Korea depended on Qatar for 64.7 percent of its helium imports in 2025. Fitch Ratings
directly identified this vulnerability in its report on South Korea.

Helium was not the only concern. There is an element called bromine, a chemical compound used in
semiconductor circuit formation. South Korea was dependent on Israel for approximately 90 percent
of its bromine imports. About two-thirds of the world's bromine production is concentrated along the
Dead Sea coast in Israel and Jordan, and Israel was a combatant in the war with Iran.
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At the South Korean National Assembly, ruling party member Kim Young-bae warned that the Iran
War could threaten the supply of critical semiconductor materials. The South Korean Ministry of
Trade, Industry and Energy began investigating supply and demand conditions for 14 critical
semiconductor materials and equipment items with high Middle Eastern dependency.

The physical properties of helium compounded the problem. Helium atoms are the smallest of all
elements. In gaseous form, they escape from even the most precise containers. So Qatar cools
helium to extreme temperatures to liquefy it, then transports it by ship in specially insulated cryogenic
containers. The storage life of these containers is 35 to 48 days. After that, liquid helium gradually
evaporates, returning to gaseous form and drifting into the atmosphere. Stockpiling is virtually
impossible with this substance. Helium specialist Phil Conblues explained, "Approximately one-third
of the world's cryogenic helium ISO containers are isolated around and within Qatar," adding, "Even if
the conflict ends, it will take a minimum of three months just to redeploy this equipment." He added a
remark: "If the world loses one-third of its helium supply, there is no way to compensate."

This supply chain bottleneck directly connects to weapons system production. Taiwan's TSMC
manufactures approximately 90 percent of the world's cutting-edge logic semiconductors on a
contract basis. Chips from Nvidia, Apple, AMD, and Qualcomm all come from here. It is also the sole
supplier of AI accelerators. Yet Taiwan imports 97 percent of its energy. Its natural gas reserves
amount to only 11 days of supply. Qatar accounts for approximately one-third of Taiwan's LNG
imports. If the Strait of Hormuz closes and Qatar's production stops, Taiwan's power supply falters,
and when power falters, chip production falters.

Semiconductors are the brain of modern weapons systems. Nothing works without them,not the
avionics of the F-35 stealth fighter, not the guidance system of the Tomahawk cruise missile, not the
air defense radar of the Aegis destroyer, not the commercial drones flying over the Ukraine front
lines. The United States could strike over 1,000 targets within the first 24 hours of Operation Epic
Fury because AI processed information and classified targets, that AI ran on GPUs, and those GPUs
were manufactured in TSMC's factory. Without helium, that factory stops.

The chip supply chain is the most sophisticated, most concentrated, and most vulnerable industrial
chain in human history. Companies that design chips are located in the United States. Companies
that manufacture those designs are concentrated in Taiwan and South Korea. Only the Netherlands'
ASML manufactures extreme ultraviolet (EUV) lithography equipment. China controls rare earth
element processing. Break any single link in this chain, and weapons production lines across the
globe stop.

The United States was not unaware of this vulnerability. Through the CHIPS Act, it is pouring
astronomical subsidies into building semiconductor factories on American soil. Simultaneously, it
continues to tighten export controls on AI chips. In January 2026, the U.S. Commerce Department's
Bureau of Industry and Security published a final rule modifying its licensing policy for
high-performance AI chip exports to China. House Foreign Affairs Committee Chair Brian Mast
pushed the AI OVERWATCH Act, demanding congressional veto power over AI chip export licenses.
The bill would treat AI chip exports the equivalent of weapons sales. "We need to do the same thing
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for chips that we do for fighter jets," Chair Mast said.

Export controls on AI chips are fundamentally the same act as a navy blockading an enemy port. The
semiconductor export restrictions targeting China that began in 2022 are an attempt to strangle the
growth of China's military AI capability at its source. According to Georgetown University analysis,
"The U.S.-led alliance controls nearly every critical node in the advanced semiconductor supply
chain." Preserving this structural advantage is a cornerstone of American technology strategy.

Yet as the Iran War unfolded, a paradox emerged: the war America started began to shake the
structural advantage America had created. The Strait of Hormuz blockade cut off Qatar's helium,
Qatar's helium disruption threatened chip factories in South Korea and Taiwan, and America's war
was attacking its own supply chain that produced American weapons.

Taiwan had treated this vulnerability as a paradoxical security asset called the "Silicon Shield." If
TSMC is destroyed, the global economy stops, so the United States will surely protect Taiwan, the
reasoning went. But the lesson from 2026 was different. An adversary does not need to invade
Taiwan directly; closing a single strait is enough to slowly kill Taiwan's chip factories.

The Carnegie Endowment for International Peace concluded its analysis this way: "The Iran War did
not create South Korea's energy vulnerability. It simply revealed how dangerous that vulnerability had
become."

30.3 Energy and Technology Become One Battlefield

South Korea's stock market fell 18 percent over four days in the first week of March 2026, its worst
decline since the 2008 financial crisis. More than 500 billion dollars in market capitalization
evaporated. The Carnegie Endowment for International Peace analyzed the cause as "a cascading
transmission of energy security disruption into South Korea's semiconductor-centered stock market."

Here a structure emerges. When the Strait of Hormuz closes, LNG prices spike. When LNG prices
spike, electricity rates rise. When electricity rates rise, chip production costs rise. When chip
production costs rise, data center operating costs rise. When data center costs rise, the cost of
training and running AI models rises. When AI costs rise, a nation's defense spending that uses that
AI militarily rises. An energy shock created by one strait,transmitted through chains of technology and
security,rearranges the competitive position of nations across the entire globe.

The most critical variable in this chain is electricity price. National competitiveness in the AI era will be
determined by "who can supply the cheapest and most stable electricity to data centers." The IEA's
2025 declaration that "electricity is becoming the new oil" was not metaphor but a description of
structural change.

In the United States, data center electricity demand will account for nearly half the increase in power
demand by 2030. How to meet this demand has become a national security question. It was no
accident that the Inflation Reduction Act and the CHIPS Act were advanced simultaneously during
the Biden administration. To attract semiconductor and battery factories to your own country, you
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must be able to economically supply the enormous electricity those factories will consume. A CHIPS
Act without factories is paper. A factory without electricity is scrap metal.

The issue is power quality. Data centers tolerate no voltage drops for even a second. The share of
renewable energy is growing, yet solar and wind are intermittent. If the wind does not blow, electricity
does not flow. If the power grid destabilizes, a data center can shut down without enemy physical
attack.

This is why both big-tech companies and the Department of Defense are focusing on small modular
reactors (SMRs). Microsoft and Google are pursuing plans to build SMRs next to data centers,
creating independent micro-grids that do not depend on external power networks. This is not energy
policy,it is security policy, a defense system to protect core computing capacity from enemy
cyberattacks or power grid strikes.

Taiwan's TSMC set a goal of sourcing 100 percent renewable electricity by 2040. This is not climate
policy but energy security strategy. As long as it depends on imported fossil fuels, a single chokepoint
like the Strait of Hormuz can shut down the factory, a fact the 2026 crisis proved. The Carnegie
Endowment applied the same lesson to South Korea: "To preserve semiconductor leadership, you
must first protect the energy system that supplies electricity to that semiconductor."

The energy shock created by the Iran War revealed an interesting asymmetry. While the United
States and its allies struggled with soaring energy prices and supply chain disruptions, China walked
a different path. As U.S. sanctions on Russia eased, cheaper Russian energy flowed to China in
greater quantities. China maintained the stability of its power supply by continuously operating its own
coal-fired power plants. In the helium market, room emerged for Russian helium to enter the Chinese
market. According to CNBC analysis, "If Qatar's disruption persists, Russia is positioned to expand its
role as China's helium supplier."

A structure took shape: America starts a war that creates an energy crisis for America's allies, that
energy crisis shakes the semiconductor supply chain, and in the confusion of that disrupted chain,
China gains reflected benefits. The gap between the intention of war and its consequences had rarely
been wider.

In Virginia, grassroots opposition to data center construction was spreading. Concerns about power
grid overload and water resource depletion were causing delays and cancellations of large data
center projects. In the Middle East, AWS's investment in Saudi Arabia became uncertain. Brookfield
Asset Management stated it would maintain its 20 billion dollar data center partnership with Qatar, yet
investment appetite for new large-scale projects had frozen. Euronews reported that "the Middle
East's cloud and AI strategy has become threatened in an alarming way."

In the twentieth century, oil-producing nations (petro-states) stood at the center of geopolitics. In the
twenty-first century, nations capable of supplying cheap electricity in unlimited quantities to power AI
and data centers will take that place. The era when aircraft carriers were dispatched to protect oil
shipping routes is giving way to an age centered on securing uranium, natural gas, and power grid
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cybersecurity to supply stable electricity to a country's own data centers.

An age in which failure in energy infrastructure leads to failure in technology, and failure in technology
results in military inferiority. An age in which the price tag on barrels determines the future of watts.
When the 21 miles of the Strait of Hormuz closed, what the world witnessed was not merely an oil
crisis. It was the landscape of the twenty-first century in which energy, technology, and security have
become so entangled on a single battlefield that they cannot be separated.
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Chapter 31: Nuclear Power's Two Faces
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I will first review the attached materials and supplement them with internet research for the latest
information. Sufficient materials have been secured. I will now write Chapter 31.

31.1 Nuclear Fission Technology: Weapon and Power

On February 6, 2026, a report released quietly from the headquarters of the International Energy
Agency (IEA) in Paris signaled a shift in the global energy landscape. The title was "Electricity 2026."
The numbers it contained were sobering. Global electricity demand grew 3.3 percent in 2025 and 3.7
percent in 2026. This was more than double the average of the past ten years. Three forces were
driving demand upward: artificial intelligence data centers, electric vehicles, and air conditioning. Yet
among the energy sources meeting this demand, the most dramatic comeback came from neither
solar nor wind.

At the press conference for the report, IEA Executive Director Fatih Birol officially confirmed: "The
strong comeback of nuclear power that we forecasted years ago is already underway, and nuclear
electricity generation in 2025 will set a record high." New nuclear capacity under construction globally
exceeded 70 gigawatts, the highest level in the past thirty years.

Exactly twenty-two days later, on February 28, 2026, seven B-2 Spirit stealth bombers took off from
Whiteman Air Force Base in Missouri. Eighteen hours of unrefueled flight, three air refuelings. The
destinations were Natanz and Fordow in Iran. The payload was fourteen GBU-57A/B munitions, the
world's heaviest conventional weapon: 30,000-pound Massive Ordnance Penetrators (MOPs).

On the same day, nuclear fission technology revealed two distinctly different faces to the world.

One was the face that made electricity. Microsoft extended a twenty-year power purchase agreement
for the restart of Three Mile Island nuclear power plant, and Google and Amazon signed agreements
with small modular reactor (SMR) developers, competing to power their AI infrastructure with nuclear
energy. U.S. data centers' electricity consumption had already reached 41 gigawatts, 2.5 times the
level five years earlier, and was projected to account for nine to seventeen percent of total U.S.
electricity consumption by 2030. The equation was simple: without electricity, AI stops; without AI, the
economy falters. This logic was driving global tech companies toward nuclear power.

The other was the face that made bombs.

These two faces are not the two sides of a coin. Physically, they are one.



280

When a single uranium-235 nucleus absorbs a neutron and splits into two fragments, the energy
released is millions of times greater than the energy from burning coal of equal mass. If this process
is carried out slowly and in a controlled manner, it becomes a nuclear reactor. If this process occurs
instantaneously and is compressed to exceed critical mass, it becomes a nuclear bomb. The
mechanism is identical. Only the speed and density differ.

The problem lies in the fuel. To operate a reactor, uranium-235 concentration must be raised from its
natural state of 0.7 percent to three to five percent. Continue running the centrifuges that perform this
enrichment and keep raising the concentration beyond ninety percent, and it becomes
weapons-grade highly enriched uranium (HEU), the material for the Hiroshima bomb. The centrifuge
machine does not need to be replaced. You only need to run it longer.

This is the essence of the nuclear dilemma called "dual-use." A civilian nuclear power program is the
first step toward a potential nuclear weapons factory.

In 1953, U.S. President Dwight Eisenhower announced "Atoms for Peace" at the United Nations
General Assembly. It was a declaration not to monopolize nuclear technology but to spread it for
civilian electricity production. As a result, Iran, then a close U.S. ally, was among the countries that
began nuclear power programs with American technological transfer and support. This occurred
during the reign of the Pahlavi monarchy.

In 1979, the Islamic Revolution inherited that program.

For the next forty years, Iran walked the boundary between these two paths. While claiming peaceful
intent for civilian electricity production, it operated tens of thousands of centrifuges deep underground
at Natanz. In May 2025, the IAEA stated that Iran was enriching uranium to 60 percent concentration
and specified that "among non-nuclear-armed nations, Iran is the only country producing and
accumulating sixty percent enriched uranium." Weapons-grade is 90 percent. Iran stood at the
threshold.

In 2015, the Obama administration closed this gap through diplomacy. Through the Joint
Comprehensive Plan of Action (JCPOA) with Iran, Iran exported ninety-seven percent of its enriched
uranium stockpile abroad, limited enrichment concentration to 3.67 percent, and accepted the highest
level of IAEA inspections in history. It was a negotiation that redirected nuclear technology from the
path of weapons to the path of power.

In 2018, Trump unilaterally withdrew from that agreement.

Afterward, Iran progressively raised its enrichment limits. Twenty percent, sixty percent. It turned off
inspection cameras. The phrase "nuclear threshold state" became official in the international
nonproliferation community. Iran's nuclear breakout time, the time it could produce nuclear weapons,
approached essentially zero.

And on February 28, 2026, B-2 bombers flew toward Natanz.
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The seventy years since 1945 in which humanity has sought to control nuclear fission technology are
most clearly compressed in the history of Iran. When the promise of atoms for peace collapses with
the abandonment of the agreement, the technology slides from one face to the other. The technology
that made electricity invites the bomb, and bombing to prevent the bomb reignites the spark of
nuclear proliferation.

The IEA report warned: "More than ninety-nine percent of global uranium enrichment capacity is
concentrated in four supplier countries, with Russia as the single largest supplier at forty percent
market share." The world was racing on the same fuel: the speed at which it rushed toward nuclear
power to run AI, and the speed at which the danger of nuclear proliferation spread.

31.2 The Repercussions of Nuclear Plant Attacks in Wartime

In the early morning hours of March 21, 2026, Israeli and U.S. airstrikes struck Iran's Natanz nuclear
facility again. This was the second strike since "Operation Midnight Hammer" in June 2025.

That evening, Iranian ballistic missiles pierced the sky over southern Israel.

The missiles struck a residential area in the city of Dimona. Three-story buildings collapsed and fires
spread. The Israeli Ministry of Health reported that at least 180 people were wounded in Dimona and
nearby Arad.

Dimona is the city where Israel's "Simon Peres Negev Nuclear Research Center" is located. It is
recognized in the international community as the heart of Israel's nuclear weapons program, which
Israel does not officially acknowledge. Iranian state television explicitly called this attack "retaliation
for strikes on Iran's Natanz nuclear facility." It was the first time an Iranian missile had breached the
defensive perimeter around an Israeli nuclear facility.

The IAEA reported that the nuclear research center itself sustained no damage and no abnormal
radiation levels were detected. However, the missiles fell fourteen kilometers from the research
center. Israel's early warning system and missile defense network had revealed a gap in this area.
Prime Minister Netanyahu had declared just one day earlier that Iran's missile capabilities had been
"destroyed."

To stop here would be accurate reporting, but the logic of war did not stop there.

Natanz is bombed. Dimona is struck with missiles. The direction this exchange points is clear: nuclear
facilities have become targets of war.

International law explicitly prohibits this situation. Melissa Park of ICAN, the International Campaign
to Abolish Nuclear Weapons, stated: "Attacks on nuclear facilities are explicitly prohibited under
international law and carry the risk of causing harm to human health and the environment through
radioactive contamination." But when law does not operate on the battlefield, deterrence works
through other means. Psychological terror.
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A nuclear power plant is a machine that makes electricity, but it is also a structure containing vast
quantities of radioactive material. A single reactor core operating normally contains radioactive
material equivalent to thousands of Hiroshima bombs. If external power is cut, the cooling system
stops. If the cooling system stops, Chernobyl and Fukushima repeat. Even without direct hits,
destroying a single transmission line or a single cooling water source can trigger core meltdown.

In 2022, Russia was the first to implement this principle strategically. It seized the Zaporizhzhia
Nuclear Power Station, Europe's largest nuclear plant, deployed military equipment around it, and
made it a backdrop for artillery combat. It did not need to threaten direct destruction of the plant. The
mere fact that war was happening around a nuclear facility paralyzed all of Europe with radiation fear.
Ukraine's counterattacks hesitated before that fear.

Iran learned that lesson. And it spoke the same language to Israel.

Days before the strikes occurred, Iranian military authorities had already warned: "If Israel and the
United States attempt regime change in Iran, we will target the Dimona nuclear facility." This was
both a military declaration and a psychological message. "If you destroy our nuclear facilities, your
nuclear facilities are not safe either."

Robert Pape, a political science professor at the University of Chicago, called this dynamic the
"Escalation Trap." In an interview with TIME, Pape explained: "The escalation trap occurs when
extreme confidence in tactical success fails to take seriously the fact that the enemy will respond
more nationalistically and more aggressively. Precision smart bombs are nearly one hundred percent
successful tactically. But the objective is not to knock down buildings. It is to change the enemy
government's policy. And even when the attacker achieves one hundred percent tactical success,
politics almost always moves in a direction opposite to what the attacker wants."

Bombing Natanz sets back Iran's nuclear program. But that bombing simultaneously strengthens
nationalism within Iran and gives hardliners the logic that "nuclear deterrence alone is a means of
survival." Tactical success produces strategic failure.

And an even more serious problem compounds this.

In an essay for Substack on "Escalation Trap," Pape wrote: "Bombing destroys facilities. But it does
not guarantee the destruction of material that has already been moved. You cannot erase expertise.
Precision can destroy a facility. Uncertainty it cannot. And uncertainty surrounding fissile material
does not sit idle."

Shortly after Operation Midnight Hammer in June 2025, U.S. officials themselves admitted they did
not know where Iran's enriched uranium stockpiles were located. They acknowledged that Iran had
likely already moved nuclear material elsewhere before the strike on Fordow.

Nuclear material whose location was known before the war started becomes unknown after war
begins. The bombing destroyed nuclear facilities. But it simultaneously blocked IAEA inspectors from
accessing those facilities for surveillance.
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IAEA Director General Rafael Grossi stated that the pilot fuel enrichment plant at the Natanz
above-ground facility was destroyed and that electrical infrastructure damage likely compromised the
underground centrifuges through power loss. Inside the facility, alpha particles from uranium
hexafluoride and fluoride compounds were locally dispersed. The IAEA explained that radiation
consists mainly of alpha particles, which pose serious risks if inhaled or ingested.

Radiation did not leak outside the facility. But that is this time's story. International nuclear security
community analysts focused their questions on the next time.

When war resumed in March 2026, Iran officially suspended cooperation with the IAEA through
parliament. David Albright of the Institute for Science and International Security (ISIS) reported that
after five months of on-site analysis, major nuclear facilities in Natanz, Fordow, and Isfahan were
largely destroyed, but the status and location of approximately 440 kilograms of 60 percent enriched
uranium stockpile remained unconfirmed. Iran refused IAEA verification of this material.

440 kilograms of 60 percent enriched uranium would take only a few weeks to enrich further to 90
percent weapons-grade. Grossi said this directly in September 2025. If Iran decided to enrich its
existing uranium stockpile to 90 percent, it would take only several weeks to complete.

War destroyed Iran's nuclear facilities. But it did not eliminate nuclear capability itself. Instead, it
created a state where no one knew where that capability was hidden.

Iran's missile that fell near Dimona on March 21 was another expression of that uncertainty. A threat
that could not be calculated in numbers. A message: we can fly toward your core. When that
combines with the invisible fear of radiation, the psychological cost of war overwhelms military
damage.

Russian Foreign Ministry spokesperson Maria Zakharova stated that Iran's strike near Dimona raised
"a substantial risk of catastrophic disaster across the entire Middle East." Though the statement came
in a context of Russia supporting Iran, the concern itself transcends geography. Missiles launched
near nuclear facilities carry inherent risks that nullify all distinctions between defender and attacker,
supporter and opponent, inside and outside the front lines.

The second face of nuclear power looked like this. Not a bomb falling onto a massive concrete
containment building. It is the outline of the catastrophe the world barely avoided, the moment a
ballistic missile that pierced the defense line fell 14 kilometers in front of the nuclear facility.

31.3 Nuclear Proliferation and Uranium Acquisition

In March 2026, an unprecedented operational plan was being reviewed within the U.S. Department of
Defense. It was not about sending bombers again. It was a plan to deploy ground forces to Iran.

The objective was the physical seizure of Iran's enriched uranium.

Air strikes alone could not vaporize this nuclear material. Before striking Fordow, Iran may have
already moved some of the nuclear material, and the location and status of the 60 percent enriched
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uranium produced at Natanz remained uncertain after the attack. Among the 15 items for a ceasefire
agreement with Iran that the Trump administration demanded, the core was immediate transfer of this
material. Iran refused.

That refusal was expected.

Professor Farhi explained this structure clearly. Bombing injects nationalism into Iranian society and
the regime. That nationalism narrows political space. Hawks gain authority. Emergency powers
expand. Moderates face accusations of treason. Bombing does not strip the regime of capacity;
instead, it reorders the balance of domestic politics toward the state.

The paradox that the bombing initiated by America not only failed to break Iran's nuclear ambitions
but hardened its resolve. Faced with that paradox, Washington found itself holding other options
besides diplomacy.

The ground force deployment plan became public through reporting by the Washington Post and Wall
Street Journal. The scale was 2,000 to 3,000 personnel. Paratroopers from the 82nd Airborne
Division, Navy SEALs, Delta Force. The mission was to directly excavate underground tunnels where
nuclear material was stored and retrieve uranium containers.

However, if the United States seized Iran's enriched uranium stockpile, it could negatively affect
future efforts to pinpoint the material's location, that is, IAEA verification in the long term. The
whereabouts of the seized nuclear material would again become opaque. Ground combat would not
resolve the uncertainty created by bombing; instead, it would amplify it in another way.

The operational problems military experts raise are more direct. Hundreds of kilograms of uranium
are contained in special steel radiation-shielded containers weighing several tons. Excavating
collapsed concrete and bedrock requires heavy equipment, and during heavy equipment work,
special forces must fend off counterattacks from Iran's Islamic Revolutionary Guard Corps. Securing
an escape route requires a temporary runway for transport aircraft to make a forced landing. If Iran
had pre-installed booby traps or mixed hundreds of fake containers indistinguishable from real ones,
operation time would extend catastrophically. This is not a mission that allows for quick entry and exit.

However, there is a more fundamental problem than all these risks.

There is something that cannot be eliminated by physical bombing or ground operations. The nuclear
technology and scientific knowledge Iran has accumulated so far.

Farhi wrote: "Air power destroys facilities. It does not guarantee the destruction of material already
moved. Scientific expertise cannot be erased either. Iran, without a complex facility the size of
Fordow, with 408 kilograms of 60 percent enriched uranium could proceed with weapons-grade
enrichment using only much smaller undeclared facilities. If inspectors disappear and the material's
whereabouts become opaque, there is no way to reliably ensure that additional enrichment is not
occurring."



285

This problem is not just Iran's story.

Kelsey Davenport, director of nonproliferation policy at the Arms Control Association, assessed the
impact of the Iran war on the Nuclear Non-Proliferation Treaty (NPT) in his 2026 analysis this way.
Non-nuclear-armed states will begin questioning how the NPT protects their right to peaceful nuclear
use, and this discontent could lead to broader treaty withdrawal pressure.

The threat of nuclear proliferation spread beyond Iran.

Saudi Arabia, South Korea, and other countries are intensifying discussions on the security value of
nuclear deterrence, and technological barriers to nuclear proliferation are also lowering. The United
States tried to stop Iran's nuclear program through bombing, but that bombing conveys a paradoxical
message to neighboring countries: possession of nuclear weapons is necessary to avoid bombing.

This paradox interlocks with movements on the broader geopolitical chessboard.

IEA Executive Director Fatih Birol officially warned that Russia alone controls 40 percent of global
uranium enrichment capacity. Russia's state-owned nuclear company Rosatom avoided sanctions in
the nuclear fuel supply chain even while receiving Western oil and gas sanctions after the invasion of
Ukraine. This was because Western nuclear power plants, including those in the United States,
depend on Russian low-enriched uranium. The most covert form of energy weaponization was
already embedded in the nuclear fuel supply chain.

The same shadow war unfolds in Africa's uranium production zones. Nuclear power supplies 70
percent of France's electricity grid, and in Niger, which had substantially supplied nuclear fuel to
those plants, a coup occurred in 2023. The coup regime demanded the withdrawal of French forces
and grew close to Russian military organizations. It was an attempt to sever the West's traditional
uranium supply chain.

The International Institute for Strategic Studies (IISS) concluded in its analysis on how the Iran war
affects the nuclear nonproliferation regime: This conflict will strengthen Iran's position on nuclear
issues and weaken its willingness to negotiate, and more broadly, it will undermine the credibility of
the nonproliferation regime itself.

War began to halt Iran's nuclear program. But the list of consequences created by war reads as
follows. 440 kilograms of 60 percent enriched uranium with uncertain whereabouts. Blocked IAEA
inspection access. Strengthened resolve for nuclear development within Iran. Skepticism among
neighboring countries regarding the NPT regime. And regional powers beginning to rethink the
necessity of nuclear deterrence.

What the 2015 agreement achieved through diplomacy, the 2026 war attempted to undo through
military force. The settlement of that attempt remains incomplete. But by the numbers so far, bombing
destroyed facilities and the nonproliferation regime collapsed even more.
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The two faces of nuclear fission technology split this way. One burns quietly in reactors meeting
power demands of the AI age. The other sleeps, waiting for centrifuges to spin again in some dark
tunnel even after the war ends. Which flame burns more fiercely will be determined by the price of the
choice to seek answers through bombing, not diplomacy.
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Chapter 32: The Decarbonization Paradox
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Before writing Chapter 32, I will search for the latest relevant materials. The research is sufficient.
Now I will write Chapter 32.

32.1 Why a Single Oil Disruption Shakes the Age of Renewable Energy

In March 2026, on a day when Brent crude surpassed $126 a barrel, a strange scene unfolded in
Berlin. In front of the German parliament, climate activists held a rally calling for the expansion of
renewable energy, while just blocks away at the Ministry of Economy building, a minister held an
emergency press conference announcing that the government would review restarting already-closed
coal-fired power plants. Two scenes, on the same day, in the same city, close enough that people
could have crossed paths, became the most honest self-portrait of Germany's 2026 decarbonization
policy.

Over the past twenty years, Germany has conducted the world's boldest decarbonization experiment
under the banner of Energiewende. It poured over 570 billion euros into solar and wind power, raising
renewable energy's share of total electricity generation to more than half. Politicians declared that a
new era of energy independence, liberated from oil and natural gas, had begun. But in spring 2026,
with the Strait of Hormuz blocked, the shell of that declaration was stripped away.

The problem stems from a single, deceptively simple number. According to data from the
International Energy Agency (IEA), electricity currently accounts for roughly 20 percent of global final
energy consumption. The remaining 80 percent is not electricity. Natural gas burned directly in
industrial boilers, diesel moving trucks and ships, jet fuel lifting aircraft, methane turning fertilizer
plants. No matter how many solar panels are laid out or wind turbines erected, this 80 percent of the
world that electricity cannot reach still cannot function for a single day without the physical
combustion of fossil fuels. The advance in renewable energy that climate activists hail and cite is,
strictly speaking, a transformation occurring within one-fifth of total energy consumption.

To understand why the 20-to-80 ratio does not shift easily, one must consider the physical properties
of electricity as an energy form. Electricity is difficult to store. It cannot be placed in tanks and shipped
anywhere in the world like liquid fossil fuels. Despite advances in battery technology, the energy
density of lithium-ion batteries remains at one-fortieth to one-fiftieth that of gasoline. Against this wall
of physics, the electrification of large container ships and large aircraft is not a feasible option at the
technology level of 2026. Shipping, which moves 80 percent of global trade, still burns bunker C fuel,
and commercial aviation, which sends hundreds of millions of people skyward each day, cannot rise
a single step without jet fuel.
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A more fundamental vulnerability lies in the structural dependency created by the intermittency of
renewable energy. When the wind stops and clouds cover the sky, renewable energy cannot
generate power. To fill this gap, modern grids must always maintain backup power that can be
switched on and off instantly. Many European countries closed coal plants due to high carbon
emissions and ideologically shut down nuclear plants as well, choosing instead to plug the gap with
natural gas. As a result, the grid appeared focused on solar and wind and environmentally friendly,
but its final safety net was liquefied natural gas (LNG) shipped in from Qatar or the United States.

Qatar is responsible for roughly one-quarter of global LNG exports. The Ras Laffan complex is the
world's largest single LNG production facility, and most of its cargo passes through the Strait of
Hormuz bound for Europe and Asia. When the 2026 Iran war blocked the strait and the risk to Ras
Laffan's operations became real, Europe's spot natural gas prices spiked more than 30 percent within
days. This is why factories in Germany and France, which had positioned themselves as leaders of
the energy transition, had to consider shutdowns. Even as solar panels and wind turbines covered
rooftops and coasts, it was Persian Gulf natural gas that sustained the grid when the wind died at
night.

Digging into the roots of this paradox, one encounters the fact that energy policy was designed in the
language of politics, not physics. Net-zero by 2050, 45 percent renewable energy by 2030. These
figures are both the minimum demands set forth by climate science and simultaneously political
numbers born on the stage of election promises and international treaties. No prime minister told their
constituents: "The energy transition will take decades, and during that process electricity prices will
rise and industrial competitiveness may temporarily decline." Instead, politicians illuminated only the
dramatic growth curve of renewable energy while quietly burying the reality that electricity accounts
for 20 percent of total energy consumption.

Professor Vaclav Smil has long warned of this reality. Looking at the history of energy transitions, it
has always taken fifty to one hundred years for dominant energy sources to be replaced, from wood
to coal and from coal to oil. Nor did new energy push out existing energy. Humanity burns far more
coal today while using oil than it did at the height of the Industrial Revolution. Energy is not replaced
but added. Yet the declaration to reduce fossil fuels to several percentage points of total energy
supply by 2050 means overturning the entire energy infrastructure at a speed history has never
shown.

According to 2026 IEA analysis, on the current trajectory, fossil fuels' share of global energy supply is
projected to fall from 80 percent to 73 percent by 2030. Seven percentage points. A change produced
by two decades of effort and tens of trillions of dollars in investment. Within those seven percentage
points, when the Strait of Hormuz is blocked, the global economy still suffers severe shock. Even in a
world where renewable energy supplies 37 percent of the grid, when a single fossil fuel supply chain
falters, the entire remaining system triggers a chain reaction. This is why renewable energy growth
does not fundamentally eliminate fossil fuels' vulnerability. Rather, by prematurely suppressing
investment in fossil fuel infrastructure, spare capacity within supply chains has shrunk, creating a
paradox where even small shocks cause steeper price swings.
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In spring 2026, even after Brent crude surpassed $126 a barrel, renewable energy generators
worldwide continued running. Wind turbines in the North Sea off Denmark turned in the wind that day,
and California's solar farms converted afternoon sunlight into electricity. Yet a chemical factory in
Tokyo stopped its lines for lack of naphtha, a hydrocarbon from oil refining and raw material for
plastics and synthetic fibers. A fertilizer plant in Bangkok halted shipments as ammonia feedstock ran
out. An airline in Mumbai cut routes as jet fuel prices doubled. This is the reality of why the age of
renewable energy shakes at one move of oil. Changing the way electricity is produced and
overturning the entire material foundation that modern civilization rests upon are completely different
orders of task.

32.2 Where Oil Is Still Necessary

On the morning of March 5, 2026, a research team at a securities firm in Yeouido, Seoul distributed
an urgent report. Its title was "The Strait of Hormuz Blockade and the Chain Crisis of the
Petrochemical Industry." The report's opening sentence read: "Half of the sulfuric acid needed to
produce one lithium-ion battery for a modern electric vehicle passes through the Strait of Hormuz."
This is why Lotte Chemical and LG Chem's stock prices plummeted in tandem that day.

To understand why this sentence matters, one must follow the material world of manufacturing a
single electric vehicle. The key battery materials for electric vehicles, cobalt and nickel, are mined
mostly in the Democratic Republic of Congo and Indonesia. Refining these ores into pure metals for
batteries requires large quantities of sulfuric acid. Sulfuric acid is made by burning sulfur, more than
half of which is produced as a byproduct in the crude oil and gas refining processes of Middle Eastern
oil states such as Saudi Arabia and Qatar, then shipped through the Strait of Hormuz to Asia. If the
strait is blocked, sulfur supply is cut, sulfur supply cut means sulfuric acid prices rise, sulfuric acid
prices rise means battery mineral refining costs increase, and ultimately electric vehicle prices go up.
The electric vehicle, a symbol of decarbonization, is inextricably linked to fossil fuel supply chains that
are regarded as the opposite of decarbonization.

The four pillars of modern civilization identified by Professor Vaclav Smil, namely ammonia, plastic,
steel, and cement, each in its own way prove this paradox.

First, ammonia. More than half the food consumed by eight billion people on Earth is produced thanks
to nitrogen fertilizer. Ammonia, the raw material of nitrogen fertilizer, is made by the Haber-Bosch
process, which combines nitrogen and hydrogen from air under high temperature and pressure, with
nearly all the hydrogen extracted from natural gas. A substantial portion of global ammonia
production comes from Qatar, Saudi Arabia, Iran, and Oman. When these countries' natural gas is
blocked, fertilizer prices rise, when fertilizer prices rise farmers reduce usage, and when usage drops
yields fall. Global fertilizer prices jumped more than 40 percent following the Hormuz blockade in
spring 2026 because of this chain.

Plastic is more direct. The foundation of all plastic products we use daily is naphtha and ethylene.
These substances come from crude oil refining. Ethylene is the starting point for the entire
petrochemical industry and the foundation of virtually all plastic products, from plastic bags to PET
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bottles, packaging, pharmaceuticals, auto parts, and electronics housings. Ethylene is produced
through the "cracking" process, which decomposes naphtha at high temperature, and this process
likewise consumes enormous energy, that is, more fossil fuels. In a world without oil, we cannot
produce replacement materials for current plastics at the same scale with present technology.

The reality of steel and cement is harsher. To make pure molten iron from iron ore, one must burn
coke, a solid carbon mass made from processing coking coal, in a blast furnace. The heat from this
process exceeds fifteen hundred degrees Celsius. While it is technically possible to maintain this
temperature with electricity, replacing all of the world's annual steel production of 1.9 billion tons with
electricity at current technology and cost levels is not a practical option. Cement is the same. Cement
kilns that decompose limestone to produce calcium oxide must reach up to fourteen hundred fifty
degrees Celsius, and the primary fuels producing this heat are coal and petroleum coke. Because
cement production itself releases carbon dioxide during the thermal decomposition of raw materials,
replacing the fuel with electricity still makes complete elimination of carbon emissions impossible.

Beyond these four, the number of things that cannot be made without oil is difficult to count.

Wind turbine blades are made from epoxy resin and polyester resin, petrochemical products based
on ethylene extracted from naphtha. EVA film, ethylene-vinyl acetate, used as the key encapsulation
material in solar panels, is also a product of petrochemical processes. The synthetic rubber in electric
vehicle tires comes from oil, and the asphalt that paves the roads those tires travel uses bitumen, the
residue from crude oil refining, as its primary raw material. Hospital disposable syringes, IV tubes,
and surgical gloves are plastic, and those plastic molecules came from crude oil. Even inside the
clean rooms where smartphones and semiconductor chips are made, many cleansers and specialty
chemicals are products of petrochemical processes.

In an article for IEEE Spectrum, Professor Smil calculated the materials needed to manufacture a
single five-megawatt wind turbine. One hundred fifty tons of steel in the foundation concrete, two
hundred fifty tons of steel in the nacelle and hub, five hundred tons of steel in the tower. To make this
steel requires a blast furnace burning coke. The composite materials needed to make three blades
over sixty meters long contain roughly one hundred seventy gigajoules per ton of energy equivalent in
crude oil. To build sufficient wind power capacity worldwide by 2030, the equivalent of ninety million
tons of crude oil's energy must go into manufacturing those installations. This is why Smil calls the
wind turbine a "pure embodiment of fossil fuels."

In spring 2026, as the Strait of Hormuz blockade extended into its second and third weeks, naphtha
shortages became a tangible reality. At Korea's petrochemical complexes, the warning lights came
on for ethylene cracker feedstock procurement. As Korean petrochemical companies found it difficult
to meet domestic demand, the government had to urgently review releasing stockpiled naphtha.
Helium, essential for semiconductor manufacturing, also faced supply disruptions. Helium is a
byproduct from natural gas extraction, and Qatar is the world's third-largest helium exporter.
Samsung Electronics and SK Hynix attempted to substitute helium supplies with American sources,
but U.S. helium volumes were already insufficient to meet global semiconductor factory demand.
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All these facts point to a single conclusion. Oil is, before all else, a fuel we burn away, but a material
that constitutes modern civilization. Oil as fuel can potentially be replaced by electricity. But oil as the
raw material for ammonia, plastic, steel, cement, asphalt, synthetic rubber, and lubricants has no
replacement substance at the same scale at current technology levels. No matter how quickly the
energy transition toward decarbonization advances, unless we sever this material dependency,
disruptions in the oil supply chain will always strike at the arteries of civilization. While it is free to
declare an age of renewable energy, until that declaration becomes reality we still rest a substantial
part of our lives on one waterway out of twenty-one miles.

32.3 The Speed of Energy Transition and the Gap with Reality

In March 2026, two types of documents circulated simultaneously in the corridors of the European
Parliament in Brussels. One was a "Green Deal Implementation Progress Report" prepared by the
commissioner in charge of climate policy, and the other was an internal memo from a closed meeting
hastily convened by energy ministers. The former reported smooth progress toward the 2030
renewable energy goal. The latter had one sentence marked in bold: "If the current situation persists
for more than four weeks, natural gas supplies to parts of industrial regions in Germany and Italy
could enter crisis stage before June."

The gap between the speed of energy transition and reality lies in just such a difference of one
document. The space between the speed of declaration and the speed of physical reality,this gap
appears each time crisis strikes.

The reality of grid infrastructure most clearly shows why this gap exists. According to IEA analysis, to
achieve carbon neutrality goals, more than double the current transmission infrastructure must be
built by 2030. This is work of laying cables, building substations, and stabilizing the grid. Yet the
actual pace of this work lags far behind the pace of solar and wind installation. Analysis suggests that
1,650 gigawatts of renewable energy installations have been completed worldwide but cannot
operate due to lack of transmission lines and sit waiting. This exceeds five times Germany's entire
installed generation capacity. The generators exist but the lines do not.

In Europe, building a single new high-voltage transmission line takes an average of ten to fifteen
years. Environmental impact assessments, community approval, administrative permits, legal
challenges, construction, completion. This chain does not accelerate even with sufficient funding.
Local residents do not want high-voltage transmission towers passing in front of their homes. This is
the NIMBY, Not in My Back Yard, phenomenon, and it appears more strongly the more advanced a
democracy is. Even in countries with high public support for renewable energy, local opposition to
transmission tower construction is strong. Even the strongest renewable energy advocates oppose
high-voltage transmission towers crossing their own backyards.

A more fundamental gap beyond grid expansion lies in energy storage technology. Large-scale
energy storage is essential to overcome the intermittency of solar and wind. It is true that battery
storage system costs are falling rapidly, but building battery infrastructure on a scale sufficient to
store several days' worth of national electricity demand is nearly impossible at 2026 technology and
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cost levels. This is why Germany, despite raising renewable energy's share of generation above 50
percent, must still operate coal and gas plants when the dark, windless winter condition of
"Dunkelflaute" arrives.

Another gap created by energy transition is the replacement of the target of geopolitical dependency.
In the fossil fuel era, threats to energy security were Middle Eastern oil producers and Russia. In the
renewable energy era, the threat is the supply chain of critical minerals. China currently controls sixty
to ninety percent of global supply of lithium, cobalt, and graphite, used in electric vehicle batteries,
and rare earth elements, the raw material for permanent magnets essential in wind turbines and
electric motors, their mining and processing. Accelerating decarbonization directly leads to deepening
dependence on China. The energy transition undertaken to escape Persian Gulf oil creates
geopolitical dependency on another single supplier.

The 2026 crisis became a stage that proved the real-world meaning of this gap. Looking at the
response of the Global South,developing countries in Africa, South Asia, Southeast Asia, and Latin
America,it becomes even clearer. For these countries, the top priority of energy policy is not carbon
reduction but escaping energy poverty. Where hundreds of millions still lack sufficient electricity,
demands that developing countries apply the carbon neutrality schedule set by advanced countries
wholesale ignore reality. For developing countries, the fastest and cheapest means of supplying
energy is still coal or natural gas. To build renewable energy infrastructure, capital procurement costs
reach double those of advanced countries, and obtaining permits and skilled personnel is far more
difficult. Under these conditions, China and India continued building new coal-fired power plants in
2026. Between the language of climate goals and the physics of energy reality, what they chose was
electricity arriving.

The oil shock of the 1970s, the Russia-triggered energy crisis of 2022, and the 2026 Hormuz crisis all
repeat the same lesson: excessive dependence on a particular energy source makes the entire
economy vulnerable in the face of external shocks. Yet the remedy this lesson demands is not
completed by simply increasing renewable energy quickly. Decarbonization of industrial processes
supporting the modern economy, breakthrough in energy storage technology, massive grid
expansion, diversification of critical mineral supply chains, and securing base load power inevitably
necessary during the net-zero transition. All these tasks must proceed simultaneously.

Climate science correctly identifies the necessity of energy transition. But the pace of energy
transition is determined not by scientists' reports but by actual transformer delivery times,
transmission tower construction permitting periods, and the production cost of green hydrogen
needed to electrify blast furnaces and fertilizer plants. This gap between the dates politicians declare
and the dates when physical infrastructure is built cannot be filled with slogans.

The bitterest lesson left by the 2026 crisis is this: by hastening renewable energy transition while
simultaneously hostile to investment in fossil fuel supply chains, the world met crisis from the middle
of the most precarious transition period, neither old system nor new. Having removed coal and
nuclear power as stable base load, the world placed its economy atop an unstable triangle of solar,
wind, and gas, and then blocked that gas's final refuge.
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The direction of energy transition is right. The speed and path must be set within the bounds that
reality allows. The world of 2026 paid for ignoring that boundary and prioritizing ideals alone. It paid in
three forms: $126-a-barrel oil, empty Manila streets, shuttered German factories. The oil age's final
warning was not a call to eliminate oil, but to understand the weight of everything we must prepare to
eliminate it.
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Chapter 33: Chokepoint Economics
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33.1 Hormuz, Suez, Malacca, Bab el-Mandeb

On March 7, 2026, only a single commercial vessel passed through the Strait of Hormuz in a single
day. In normal times, 138 vessels transit this waterway.

That day's silence was not a mere number. The empty AIS (Automatic Identification System) screen
was a mirror reflecting how narrowly the global economy rests on a handful of passages. We live in
an age connected in real time across the globe through the internet, exchanging data borderlessly
through the cloud. Yet the energy and raw materials that physically sustain that digital civilization
travel as they did centuries ago, loaded onto massive steel vessels and passing through only a few
narrow bottlenecks on Earth.

There are four such bottlenecks: Hormuz, Suez, Malacca, and Bab el-Mandeb. These four waterways
represent the narrowest constrictions in the blood vessels of global commerce. Just as the narrowing
of the aorta that emerges from the heart cuts oxygen to the entire body, the blockade of any one of
these four passages triggers a seizure in the global economy. The 2026 Iran War proved this was no
metaphor.

According to the IEA's 2025 annual data, 20 million barrels of crude oil and petroleum products
passed through the Strait of Hormuz daily. This represented approximately 20 percent of global oil
consumption and about 25 percent of global maritime oil trade. The IEA's February 2026 factsheet
stated that crude oil transiting Hormuz in 2025 reached approximately 15 million barrels, accounting
for 34 percent of global crude oil trade. LNG was no exception. Ninety-three percent of Qatar's and
96 percent of UAE's LNG exports passed through this strait, representing about 20 percent of global
LNG trade.

The physical characteristics of Hormuz reveal how precarious this balance truly is. The strait's
narrowest point measures only 21 nautical miles (34 kilometers), with two-way traffic lanes each
spanning 2 nautical miles in width. Daily, 138 vessels transit this 4-nautical-mile navigable channel.
Between 60 and 70 percent of them are tankers and LNG carriers. Hormuz is simultaneously the
waterway through which more energy passes than any other on Earth, yet also the narrowest and
most difficult to defend.

The final destination of oil and gas exiting Hormuz is overwhelmingly Asia. As of the first quarter of
2025, China received 37.7 percent of the total volume, followed by India at 14.7 percent, South Korea
at 12.0 percent, and Japan at 10.9 percent. Combined, Asian nations received 89.2 percent of crude
passing through Hormuz. The United States accounted for just 2.5 percent. Thanks to the shale
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revolution, the United States has achieved greater energy independence and faces no immediate
survival threat if Hormuz closes. South Korea, Japan, India, and China, however, are different. For
their factories to operate, their lights to shine, and their vehicles to run, Hormuz must remain open.

The second chokepoint is the Bab el-Mandeb Strait, the 'Gate of Tears.' Located between Yemen at
the southern tip of the Arabian Peninsula and Djibouti in Africa, the strait measures approximately 30
kilometers in width. About 12 percent of global trade passes through this strait, with roughly 4.8
million barrels of crude transiting daily. This waterway is the sole passage from the Arabian Sea into
the Red Sea. Oil transiting Hormuz cannot reach Europe without passing through this strait. Even if
Saudi Arabia diverts crude through the East-West Pipeline to the Yanbu port, tankers carrying that oil
to Europe or Asia cannot reach their destinations without transiting Bab el-Mandeb.

The third chokepoint is the Suez Canal. Passing through Bab el-Mandeb and ascending the Red Sea,
this Egyptian-administered canal appears. The Suez, linking the Mediterranean and Red Seas,
reduces sailing distances between Asia and Europe by thousands of kilometers. Approximately 12
percent of global container shipping transits here. When Suez closes, component factories in Europe
stop and finished Asian goods cannot reach European consumers. In March 2026, Houthi attacks
transformed the Red Sea into a danger zone, causing daily transit through the Suez Canal to drop
below one-tenth of normal levels.

The fourth chokepoint is the Strait of Malacca. Stretching between the Malay Peninsula and
Indonesia's Sumatra, this strait is Asia's energy lifeline. More than 60,000 vessels transit annually,
handling about 25 percent of global maritime trade. Approximately 80 percent of oil imported into
Northeast Asia passes through here. For China, Malacca is more than a simple trade route. In 2003,
President Hu Jintao called this the 'Malacca Dilemma.' About 80 percent of China's imported crude
passes through this strait, yet China cannot control it.

At its narrowest point, the Singapore Strait measures only 2.8 kilometers wide. Through this cramped
waterway breathe the industries of China, Japan, South Korea, and Taiwan. The United States
constantly emphasizes freedom of navigation in its Indo-Pacific strategy, just as China pours
astronomical investment through the Belt and Road Initiative into Pakistan's Gwadar port and
pipelines via Myanmar, both rooted in this Malacca Dilemma. According to the CSIS, 60 percent of
China's maritime trade volume and 60 percent of China's total energy supply depend on this strait.
Should China collide with the United States over Taiwan, the moment the U.S. Navy blockades
Malacca, the Chinese economy could not withstand more than a few months.

These four chokepoints share a common essence. Humanity may launch rockets into space and
create artificial intelligence, yet it cannot alter Earth's geography. Oil, gas, and goods still travel in
ships through these narrow waterways. The fact that the twenty-first-century global economy actually
rests on a nineteenth-century logistics structure absolutely dependent on a handful of narrow
geographic bottlenecks was the first item on the bill the 2026 war presented to the world.

33.2 When One Closes, Another Closes Too
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In early March 2026, Saudi Arabia played its trump card: the East-West Pipeline, a bypass route
constructed over 40 years in preparation for the worst-case scenario of Hormuz closure.

This pipeline carries crude from petroleum fields along the Persian Gulf coast across the Arabian
Peninsula to the Yanbu port on the Red Sea coast. According to Saudi Aramco's March 2025
announcement, the pipeline's capacity was 7 million barrels per day maximum, with estimated usable
remaining capacity of approximately 3 to 5 million barrels per day as of early 2026. Saudi Arabia
began running this pipeline at full capacity, diverting crude to Yanbu. Simultaneously, the United Arab
Emirates diverted crude via the Habshan-Fujairah Pipeline to the Fujairah port outside Hormuz.

Yet the trap of geopolitics lay in wait.

The strait tankers loaded with crude from Yanbu must transit to reach Asia or Europe is Bab
el-Mandeb. When Saudi Arabia began diverting millions of barrels daily through the East-West
Pipeline to Bab el-Mandeb after Hormuz's closure, the strait's strategic importance immediately
surfaced. The problem lay in the fact that the Houthi militia, backed by Iran, controlled the waters
adjacent to this strait in Yemen.

The Houthis' weapons proved far more threatening than anticipated. As of March 2026, the Houthi
anti-ship ballistic missile range reached 200 kilometers, enabling targeting of all vessels in the
southern Red Sea and waters approaching Bab el-Mandeb. The Houthis, coordinating with Iran's war
initiation, launched drone and missile attacks against merchant ships transiting the Red Sea. When
video emerged of a Greek-flagged cargo vessel burning after an attack, tankers preparing to load and
depart from Yanbu and maritime insurers instantly froze.

Saudi Arabia had spent 45 years and billions of dollars building an emergency exit from the trap of
Hormuz. Yet opening that emergency exit meant walking directly into the middle of another battlefield.
The danger flowing along the alternate route had not disappeared; it had merely relocated.

Should Hormuz and Bab el-Mandeb close simultaneously, approximately 30 percent of global
container shipping and about 22 percent of global crude supply would lose their normal routes. This
meant roughly $10 billion worth of daily trade faced disruption.

When Bab el-Mandeb closed, the Suez Canal became automatically neutralized. Vessels unable to
enter the Red Sea cannot transit Suez; this is simple mathematics. When Houthi attacks intensified in
early 2024, container ship traffic through the Suez Canal collapsed 90 percent. Egypt is a nation for
which Suez Canal transit fees constitute a critical source of national fiscal revenue. As traffic
vanished, the Egyptian economy plunged into foreign exchange crisis.

The only remaining option was Africa's southernmost point, the Cape of Good Hope. In March 2026,
with three chokepoints simultaneously closed, shipping companies worldwide reverted to
pre-nineteenth-century navigation.

The economic weight of the Cape route is far more than simply taking a longer path. It adds
approximately 3,500 nautical miles compared to the Suez route, extending voyage time from Asia to
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Europe by 10 to 14 days. On a round-trip basis, fuel costs per voyage increased by roughly $1
million. When calculated across the global container fleet, this generated $7 to 9 billion in annual
excess costs.

Yet more serious than the cost was the virtual evaporation of shipping capacity. When a vessel
spends two additional weeks at sea, it takes two weeks longer to return to its departure port and load
the next cargo. Not a single ship sank, yet the world's maritime logistics capacity effectively
evaporated by 20 to 30 percent. Container freight rates from Shanghai to Rotterdam remained more
than 80 percent higher than 2023 levels.

The cost of the Cape route ultimately came from consumers' wallets. The increased logistics costs
were passed directly onto price tags for shoes, electronics, pharmaceuticals, plastic goods, and food.
No matter how much central banks raised benchmark rates, there was no way to stop the fuel costs
of tankers routing around Africa.

Major carriers including Hapag-Lloyd, MSC, CMA CGM, and Maersk ceased Red Sea operations
entirely after late February 2026 and switched to the Cape route. Peter Sand, chief analyst at Xeneta,
stated, "U.S. and Israeli military operations against Iran shattered all expectations for a 2026 return to
Suez." Saudi's pipeline bypass had ultimately funneled oil into another war zone (the Red Sea), that
Red Sea's exit (Bab el-Mandeb) was guarded by Yemeni drones, the sole alternative thereafter
(Suez) became automatically paralyzed, and the final option (the Cape) simultaneously pulled global
logistics costs up by billions of dollars while reducing supply chains themselves by 20 to 30 percent.
The domino chain triggered by a single Hormuz mine ended at the Cape of Good Hope.

As Al Jazeera's analysis made clear, this was not merely supply disruption. It was cardiac arrest in
commerce. After Hormuz's closure, European banks refused to issue letters of credit for
Hormuz-dependent cargo, while commodity traders had to hastily cobble together $7 billion in
emergency credit to prevent forced liquidations. The financial system seized before the physical
waterways shut down.

33.3 The Age When the Military Vulnerability of Maritime Chokepoints Constitutes Structural Risk to
the Global Economy

On March 26, 2026, the Iranian parliament debated unfamiliar legislation: legalization of transit fees
for the Strait of Hormuz.

Iranian legislator Alaeddin Boroujerdi stated via British satellite television, 'War has costs. Naturally,
we should collect transit fees from ships passing through Hormuz.' He revealed that some vessels
had already paid $2 million per transit. Lloyd's List reported that at least two ships transiting the strait
had paid in yuan renminbi. The transactions were brokered by a Chinese maritime services company,
which also processed payment to Iranian authorities.

What stunned global policymakers was not the transit fee itself, but the payment mechanism. Not
dollars but yuan. Transactions through CIPS, a settlement system outside U.S. sanctions reach. In
2025 alone, CIPS processed 24.5 trillion dollars' worth of yuan transactions, a 43 percent increase
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year-over-year. For that moment Iran had spent 40 years preparing, China had quietly assembled
alternative financial infrastructure.

Why Hormuz's military vulnerability proves deadlier in this era can be explained through the
mathematics of cost.

Within 48 hours of the U.S.-Israeli air strikes on Iran on February 28, 2026, Iran's Islamic
Revolutionary Guard Corps (IRGC) virtually closed the strait through three combined tools: selective
drone attacks, VHF radio warnings, and cascading insurance withdrawals for war risks. Neither
ballistic missiles nor large-scale minelaying was required. Within four days, tanker traffic had dropped
to near zero.

War risk insurance premiums quintupled in four days, and major maritime insurers cancelled existing
policies while offering renewal terms at roughly 60 times the original rates. London's Lloyd's Joint War
Committee immediately reclassified the entire Persian Gulf as a conflict zone. Insurance alone on a
modern VLCC (very large crude carrier) transiting the strait once was charged at $6 million. Vessels
associated with the United States or Israel were denied insurance coverage altogether.

Iran did not need to sink ships. The insurance market closed the strait first. This case is decisive
evidence that private commercial infrastructure is not merely the backdrop to irregular warfare but the
very mechanism through which it operates. The next chokepoint might close not through mines or
missiles but through a single insurer's rate-adjustment notice.

The arithmetic of asymmetry does not end there. A single suicide drone used by Iran and the Houthis
costs approximately $20,000 to $50,000. The VLCC it threatens is worth over $100 million. A single
SM-6 interceptor missile fired by the U.S. Navy to defend that VLCC costs over $4 million. The
mathematics of defense,expending $4 million missiles to counter $20,000 drones,proves
unsustainable even for the strongest naval powers.

Iran spent decades preparing to threaten strait control. Equipped with an asymmetric force combining
mines, missiles, fast attack craft, and drones, Iran maintains asymmetric advantage against the
United States, which currently has no minesweepers in the region.

Geographic conditions further amplify this asymmetry. In the narrow 34-kilometer strait scattered with
reefs and islands, Aegis destroyer radars struggle to detect small drones or coastal missile batteries
early, their signals obscured by reflections off coastal terrain. According to expert simulations, safely
escorting just three or four tankers through this narrow waters requires a minimum of seven to eight
destroyers forming 360-degree air defense. The U.S. Navy escorting all 138 vessels transiting
Hormuz daily is physically impossible.

The 2026 Hormuz crisis demonstrated that a sufficiently credible threat, requiring minimal actual
military action, can achieve commercial blockade through rational risk-avoidance behavior in the
insurance market. This model carries profound implications for the future of maritime coercion. Even
nations inferior in conventional naval power, if they control territory adjacent to critical chokepoints
and possess drone or missile threat capacity, can impose lethal costs on the global economic
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system.

Strategists have begun calculating possibilities in the Strait of Malacca as well. In a scenario where
China confronts the United States over Taiwan's encirclement, a U.S. blockade of Malacca would
paralyze the Chinese economy within months. Conversely, if China threatens the western waters of
the South China Sea, energy supplies to Japan, South Korea, and Taiwan would be cut. According to
analysis from the Lowy Institute, coastal nations surrounding the Malacca Strait, even if declaring
neutrality, will struggle to maintain control of the strait during great power conflict without military
deterrence backing them.

Iran did not need to implement a complete blockade to close the chokepoint. Maximizing the
uncertainty of passage was enough. Uncertainty is as destructive to the energy market as an actual
blockade.

The harshest lesson the 2026 Strait of Hormuz crisis left with the world is this: the vulnerability of
maritime chokepoints has now become a structural risk that transcends regional security concerns
and cuts through the entire global economy. For eighty years since the 1944 Bretton Woods system
established the dollar as the global reserve currency, an implicit agreement had been in place. An
agreement that the U.S. Navy would guard sea lanes around the world at no cost, and under that
protection, the global economy had been maximizing efficiency. But a twenty-thousand-dollar drone
and the fear in the insurance market effectively ended that agreement.

It may be no coincidence that ancient Persians named this strait after Ahura Mazda, the deity of
wisdom and order. They did not establish a trade route here but consecrated it. Now the strait bearing
that name has become the greatest vulnerability facing global order.

Only the name of the strait has changed; the law of geography remains. Whether Bab el-Mandeb,
Malacca, or Suez, the next crisis will be called by a different name. And we do not yet know what that
name will be.
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Chapter 34: The New Cold War Over Critical Minerals and
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34.1 Lithium, Cobalt, Nickel: The Age of White Oil

In March 2026, ten days after the Strait of Hormuz was closed, a cobalt refinery in Katanga Province
in southern Democratic Republic of Congo quietly ceased operations. It had not been bombed. No
strike had occurred. The warehouse inventory of sulfuric acid had simply run out. The factory director
put it briefly: "We have been watching the Persian Gulf since war news began. Without sulfuric acid,
there is no cobalt." He was not wrong. Seventy percent of the world's cobalt supply comes from the
DRC, and DRC cobalt refining depends on sulfuric acid made from sulfur, a byproduct of the
desulfurization process in oil refineries in Persian Gulf oil states. Half of the global maritime sulfur
trade passes through the Strait of Hormuz from refineries in Saudi Arabia, Qatar, the United Arab
Emirates, and Kuwait. When the strait closed, this chain broke into silence in an African jungle.

This is the true face of the White Oil age.

If twentieth-century competition for dominance raced toward black, viscous liquid,crude oil from the
Persian Gulf,then twenty-first-century competition for resources races toward metals called lithium,
cobalt, and nickel. The path the world chose in declaring the end of fossil fuels and moving toward
electric vehicles and energy storage systems rests on these three minerals. When you open a ternary
NMC (nickel-manganese-cobalt) battery, which dominates mainstream electric vehicle batteries,
these minerals are intricately meshed in their respective roles. Lithium, the lightest metal, serves as
an energy carrier that holds and moves electricity within the battery. Nickel determines energy
density. The higher the nickel content, the farther you travel on a single charge. Cobalt is the
stabilizer holding this unstable structure together. Without cobalt, the battery carries explosion risk. If
any one of the three breaks, the heart of the clean energy revolution stops.

According to the International Energy Agency, lithium demand increased by nearly 30 percent in
2024, while demand for nickel, cobalt, graphite, and rare earth elements grew 6 to 8 percent. The
majority of this growth was driven by electric vehicles and battery storage systems, with 85 percent of
total battery metal demand growth coming from the energy sector.

However, when demand surges, supply does not automatically follow. The geography of minerals is
cruelly unequal.

More than half of lithium is concentrated in the high mountains of the Andes. The region where Chile,
Argentina, and Bolivia meet at their borders is called the "Lithium Triangle," and 65 percent of the
world's lithium reserves lie within this triangle. Australia also produces large quantities of lithium in the
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form of spodumene. But mining is not everything. China controls more than 60 percent of the process
of refining lithium into lithium hydroxide or lithium carbonate that can be used in batteries. Resources
lie in South America and Australia, but the technology and factories that make them usable are in
China. It is a strange structure.

The cobalt landscape is even more extreme. The DRC supplies more than 70 percent of global cobalt
mining, and approximately 75 percent of global cobalt refining is done in China. From 2026, the
DRC's cobalt export quota of 96,600 tons is projected to tighten supply and increase price volatility,
further strengthening China's control over refining.

Indonesia holds hegemony over nickel. Indonesia supplies more than 50 percent of the world's
battery-grade nickel, making it a key nation. But Indonesia rejected the old method of simply
exporting ore. Starting in 2020, it completely banned nickel exports in raw ore form and enforced the
principle that "China must build refineries on Indonesian soil." This tough stance worked. Chinese
capital, led by the Tsingshan Holding Group, poured into Indonesia and built nickel refineries.
Indonesia's nickel export revenue increased more than tenfold, from $2.9 billion in 2014 to $34.4
billion in 2023.

This is the story of peacetime. When the Strait of Hormuz closed in February 2026, hidden
vulnerabilities in this battery supply chain were exposed. Indonesia's high-purity nickel refining uses a
process called high-pressure acid leaching (HPAL), which involves pouring enormous quantities of
high-temperature, high-pressure sulfuric acid onto ore to dissolve the nickel. When sulfuric acid
supply was cut off, Indonesia's nickel intermediate material producers suspended long-term contract
fulfillment. The cobalt refinery in the DRC closed for the same reason. The world, which had been
running toward decarbonization, faced exposure through the instrument of war to a brutal truth:
achieving the core minerals for decarbonization depends on the dirtiest and most obsolete fossil fuel
chemistry.

More than 70 percent of lithium-ion battery costs come from materials, with prices of critical metals
such as lithium, cobalt, and nickel being decisive. The price of lithium carbonate, which hit a low in
June 2025, doubled by the end of 2025. As the DRC controlled cobalt export quotas, cobalt prices
surged more than 300 percent in 2025. When the Iran war shook sulfuric acid supplies further,
automakers found themselves unable even to calculate how much battery raw material costs would
rise above plan.

This is the point the White Oil age has reached. Resources are dispersed across multiple countries,
but the technology to process them is monopolized by China, chemical materials required for
processing depend on the Middle East, and factories producing final products are again concentrated
in China. When a single 21-mile waterway closes, this chain collapses like dominoes from refineries
in Africa to battery factories in Asia. Batteries are no longer a peripheral component. They have
become a strategic technology equivalent to semiconductors. The White Oil age is not the end of
fossil fuels but merely the beginning of a new chemical dependency that parasitically grows in the
deepest, most invisible layer of fossil fuel supply chains.
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34.2 China's Rare Earth Control and the West's Decoupling

On April 4, 2025, China's Ministry of Commerce issued a brief notice. Samarium, gadolinium, terbium,
dysprosium, lutetium, scandium, yttrium: exports of these seven medium and heavy rare earth
elements and permanent magnet materials containing them would require prior approval. It came
right after the U.S. announcement of "Liberation Day" tariffs. The notice looked like a three-page
administrative document, but the defense industry immediately understood its meaning. Terbium and
dysprosium are key elements in permanent magnets that go into F-35 fighter jet motors and Patriot
missile radar systems. As of May 2025, China had restricted exports of at least 16 critical minerals
and alloys, deeply hitting U.S. and allied supply chains from consumer electronics to F-35 fighter jets.

When Deng Xiaoping declared in his southern tour in 1992, "If the Middle East has oil, China has rare
earth elements," the West heard this as rhetoric. Thirty years later, this was not rhetoric but a
blueprint for geopolitics.

Rare earth elements refer to fifteen lanthanide elements plus scandium and yttrium, seventeen
elements total. Despite the name, they are not absolutely scarce. The problem is that ore deposits
concentrated at economically viable levels are difficult to find, and mining and refining processes
generate enormous quantities of radioactive wastewater and acidic waste. China is the nation that
endured this brutally dirty process for decades and gained control over the global supply chain.

Through the early 1990s, the United States was the world's top rare earth producer through the
Mountain Pass mine in California. However, it abandoned production due to environmental concerns
and loss of price competitiveness. As a result, China built a complete monopoly system, controlling
more than 60 percent of rare earth mining, more than 85 percent of the refining and processing
stages, and more than 90 percent of permanent magnet production.

How weaponizing this monopoly produces results was already foretold in 2010. During the Senkaku
Islands (called Diaoyu Islands in China) dispute, China completely halted rare earth exports to Japan.
Major advanced manufacturers like Toyota and Panasonic faced factory shutdown crises within days,
and the Japanese government ultimately released the ship captain. Resources had surpassed
military power. Between 2023 and 2025, China systematically introduced export controls on strategic
materials including gallium, germanium, antimony, graphite, and tungsten, tightening the noose
around Western defense industries.

Gallium is the most fatal case. China controls 98 percent of the global supply of primary gallium.
Gallium is the raw material for gallium nitride (GaN) semiconductors, which enter the latest fighter jet
radar systems, missile guidance devices, and fifth-generation communication base stations. F-35
AESA radar and Patriot missiles need gallium for replacement or repair, but China held the spigot
controlling that gallium. In December 2024, China declared a principled ban on U.S. exports of
gallium, germanium, antimony, and superhard materials, and simultaneously blocked transshipment
exports through third countries, marking the first declaration of what is called "long-arm jurisdiction."
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However, this ban was not permanent. On October 30, 2025, President Trump and President Xi
Jinping reached a trade and economic agreement in Busan, and shortly thereafter, on November 7,
China's Ministry of Commerce announced a one-year suspension of export controls on rare earth
elements and lithium battery materials. Two days later, on the 9th, it also suspended U.S.-specific
regulations on gallium, germanium, and antimony.

But expert assessments were cold. This one-year moratorium is not an abandonment of control but a
strategic reset. While gallium, germanium, tungsten, and critical rare earth elements flow again, the
world's clean technology and defense manufacturing supply chains must build alternatives outside
China within a year. China has opened the spigot but has not relinquished the lever to turn it off
whenever it chooses. Licensing controls on permanent magnet materials for Western defense
contractors remained in place, excluded from the temporary suspension.

How far has the West's decoupling attempt come within this structure?

The United States brought out the Inflation Reduction Act (IRA), and the European Union brought out
the Critical Raw Materials Act (CRMA). The logic was to provide subsidies only for electric vehicles
and batteries made from minerals mined and processed in their own countries or allied nations. The
G7,the United States, EU, Canada, and others,are coordinating efforts to support supply chains for
lithium, graphite, manganese, nickel, cobalt, and battery components. Canada alone announced
support of 6 billion Canadian dollars for 26 projects.

But the numbers are harsh. The U.S. Department of Defense set a goal of building a complete
"mine-to-magnet" rare earth element supply chain independent of China by 2027. Since 2020, it has
poured more than $439 million into building domestic supply chains, but neodymium-iron-boron
(NdFeB) magnets produced at Mountain Pass stood at roughly 1,000 tons annually as of the end of
2025. China's NdFeB magnet production is 138,000 tons annually.

One thousand to 138,000. This numerical difference shows how long it takes for decoupling to move
from a slogan to reality.

Mines take more than ten years to complete, but refining facilities, cathode material factories, anode
material facilities, and separator production lines all require years of capital investment and technical
expertise. China built this capacity early, with state support, and its scale has made competing
facilities economically unattractive in other countries. In other words, no matter how much subsidies
the West pours out, China can bury competitors through dumping. Entry barriers lie not in regulation
but in economies of scale and decades of technical expertise.

The 2026 Iran war threw another variable into this hegemony competition. With energy and chemical
feedstock supplies shaken by the Hormuz blockade, battery mineral supply chain vulnerabilities took
direct hits from the ripple effects of military operations. War cut off energy supplies, and energy
supply disruptions shook the physical foundation of decarbonization. As the West barely concluded
negotiations to briefly open one of China's rare earth spigots, it simultaneously faced a new crisis: the
interruption of another Middle East-sourced chemical feedstock that makes up battery mineral supply
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chains.

Two spigots on two fronts were shaken simultaneously. One was opened through diplomatic
negotiation, but the other remains closed.

34.3 The Dilemma of the Global South

In February 2025, the Democratic Republic of Congo halted cobalt exports entirely. As prices fell to
nine-year lows, the Congolese government responded by tightening the spigot. The DRC dominates
global cobalt production, and according to S&P Global, 71 percent of proven reserves lie in this
nation. Congo maintained the export ban for eight months and on October 16 lifted the ban in favor of
a quota system. For the remainder of 2025, it limited exports to 18,125 tons; for 2026 and 2027, each
year is limited to 96,600 tons annually. This falls short of half of the DRC's 2024 production.

Congo's gamble appeared calculated. The logic was that the nation holding 70 percent of world
supply could tighten the spigot and force the West and China to the negotiating table. But when
Trump and Xi shook hands in Busan and concluded an agreement to resume rare earth supplies to
each other, Congo's expectations were dashed. The United States and China secured mineral
access through bilateral consultation rather than through African diversification. The message to
Global South mineral-holding nations was clear: great powers, when pressured, prioritize dealings
with each other.

This is the core of the dilemma facing the Global South. Beneath the ground lie resources the world
needs, but the structure prevents those who own the resources from building genuine wealth by
selling them.

Economics calls this phenomenon the "resource curse" or the "paradox of plenty." Developing
nations rich in natural resources paradoxically experience slower economic growth, and worse
corruption and internal conflict, compared to resource-poor nations. The tragedy that Venezuela and
Nigeria experienced in the twentieth-century oil age is being revived under a different name in the
twenty-first-century battery mineral age.

The first layer of cause is the absence of processing capacity. China handles 60 percent of global
lithium and cobalt refining and nearly 90 percent of rare earth processing. Chinese mining companies
and state enterprises control 80 percent of DRC mineral production. This did not happen overnight
but resulted from Western mining companies withdrawing from southern DRC over the past ten to
fifteen years, citing corruption, labor standards, poor infrastructure, and low profit margins, while
China filled that vacuum.

The second layer is financial inequality. While trillions of dollars are invested globally in artificial
intelligence and electric vehicle ecosystems, the share of clean energy investment reaching the
African continent amounts to only 2 percent of the global total. Capital financing costs for Global
South energy projects are set more than twice as high as those of developed nations. This premium,
attached under the name of country risk, perpetuates a structure where poor nations must pay higher
interest rates just to receive investment.
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The third layer is an unforeseen paradox born from export restrictions. Indonesia succeeded in
attracting Chinese capital through raw ore export bans, but the environmental damage from newly
built refineries is borne entirely by Indonesia. The Morowali Industrial Park and Weda Bay Industrial
Park on Sulawesi Island are building energy-intensive high-pressure acid leaching refineries to
expand processing capacity. The power to run these refineries comes from coal-fired power plants.
To manufacture the "clean energy" product called electric vehicles, Indonesian rainforests are
excavated and additional coal power plants are built. From outside it looks like a "green transition,"
but locally it is a new form of pollution and destruction.

A wave of resource nationalism is spreading. Mexico enacted lithium nationalization in 2022, and
Chile announced in 2023 a policy to conclude lithium mining contracts only through public-private
partnerships with state participation. The Chilean government is pushing a regional lithium alliance
with Argentina and Bolivia. Zimbabwe banned unprocessed lithium exports in 2022 and plans to ban
lithium concentrate exports starting in 2027. Namibia banned raw ore exports of lithium, cobalt,
manganese, graphite, and rare earth elements in 2023.

But for this resource nationalism to translate into genuine prosperity, technology and capital to
process the resources are needed. Here the Global South is swept up again in the turbulence of
U.S.-China rivalry.

China does not resist resource nationalism. It adjusts capital to fit Indonesia's development goals,
and in the DRC quietly resolves disputes through negotiation and protects mining rights. China is less
strict about environmental regulations or human rights concerns and makes decisions quickly, so it
easily reaches agreements with developing governments. The West, by contrast, places
transparency, environmental-social-governance (ESG) standards, and labor rights as investment
conditions. This is morally right, but for the Global South, urgently needing capital and jobs, Western
demands read as interference in internal affairs or pulling up the ladder.

The Carbon Border Adjustment Mechanism (CBAM), which the European Union officially introduced
in 2026, tightens this structure further. This mechanism imposes taxes on products such as steel,
cement, aluminum, and fertilizer imported into Europe proportional to their carbon emissions. From
the perspective of developed nations, it is climate policy, but from the perspective of developing
nations, it is green protectionism. When African or South Asian nations that lack capital to build
renewable energy infrastructure and must use coal power refine metals, Europe imposes high tariffs
on those metals. It refuses to give developing nations the chance to transition to clean energy and
bills them for carbon costs first.

While the United States and China secure mineral access through bilateral arrangements, the
urgency driving the West's alternative investments in Africa may diminish. The DRC's dream of
building processing capacity, transferring technology, and creating jobs through export controls
cannot translate into reality. The DRC can shut the tap, but shutting the tap alone will not summon the
technology and capital necessary to construct processing plants and establish high-value industries.
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Here lies the cruelest paradox. Nations of the Global South suffer the greatest harm from climate
change while bearing the least responsibility for causing it. Simultaneously, though they possess the
most battery minerals needed to address the climate crisis, they must depend on the West and
Middle East for the chemicals and capital to refine those minerals. Clean energy technology demands
far more minerals than fossil fuel-based systems. According to the IEA, electric vehicles require six
times more minerals than conventional cars, and wind power consumes nine times more minerals
than natural gas generation. The greater the world's need for minerals to prevent catastrophe, the
heavier the extraction burden placed on impoverished countries that hold them.

After the 2026 Iran war erupted, while cobalt and nickel supply chains faltered due to sulfuric acid
shortages, a coalition of European electric vehicle manufacturers issued an emergency statement
from Brussels. It requested additional subsidies to diversify their supply chains. That same day, the
cobalt smelter in Katanga remained idle, waiting for sulfuric acid to arrive.

A statement calling for diversification and a shuttered smelter. The distance between these two
scenes is the full measure of reality that the battery cold war of the twenty-first century has created for
the Global South.
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Chapter 35: Energy Security Redefined
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35.1 What We Learn from the Philippines' 98% Import Dependence

On March 25, 2026, the plaza in front of Baclaran Church in Manila was quiet. The square that had
been crowded with tens of thousands every Wednesday, filled with colorful flower vendors and the
smell of barbecue and the honking of jeepneys, lay in an eerie silence one Wednesday afternoon as
Holy Week began. Jeepney driver Ruben Santos went to the garage that morning at five, turned on
the engine, then just shut it off. At over 150 pesos per liter, diesel had grown so expensive that driving
all day would not cover fuel costs. A month earlier, he had pocketed 600 to 700 pesos a day. Now,
after paying for fuel, he had less than 200 pesos remaining.

Philippine President Ferdinand Marcos Jr. declared a State of National Energy Emergency that same
day, March 25. The 26-kilometer stretch from Manila to the airport usually took two hours, but on the
day of the declaration, 45 minutes was enough. The empty roads recalled the time of the coronavirus
lockdown.

Executive Order No. 110, signed by President Marcos, contained the language: "Conflict in the
Middle East continues, and as a result, imminent danger has arisen to the availability and stability of
the country's energy supply." The state of emergency was set for one year.

This was an event in which a nation not party to the conflict declared a state of national emergency
without a single shot fired on its own territory, purely because fuel prices had risen. It was
unprecedented in Philippine history, and in the records of no country in the world.

The Philippines imports 98 percent of its oil from the Middle East. Within a month of the war's start,
domestic oil reserves plummeted, and inflation approached record highs. As of March 20, the
Philippine Department of Energy announced that average domestic fuel inventory stood at 45 days'
worth. This was a sharp decline from 55 to 57 days' worth just before the outbreak of war.

Forty-five days' worth sounds substantial. But this number is meaningful only on the assumption that
the Strait of Hormuz opens again. With the strait continuing to be closed, 45 days is simply a
countdown.

The Philippine Department of Energy's 2024 Energy Statistics handbook had already set out in
numbers, a year earlier, the impact that a Strait of Hormuz blockade would have on the Philippines.
The fact that over 95 percent of crude imports came from the Persian Gulf, the fact that Saudi Arabia
accounted for more than half of that, and the fact that the transport sector fed nearly 400,000 people
in the Philippine economy,all of this was there. Policymakers had documents. They had numbers.
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What they lacked was the urgency to translate those numbers into immediate action.

The warning slept inside a warehouse of official documents, and the crisis arrived without notice.

By March 24, diesel prices had surpassed 130 pesos per liter (about $2.64), and gasoline had shot
up above 100 pesos ($2.03). The Philippine government entered emergency negotiations with
nontraditional suppliers including China, India, and Russia. Petron took advantage of a U.S. 30-day
sanctions waiver to order 700,000 barrels of Russian crude.

The peso fell to a record low of 60.30 per dollar. As the dollar became more expensive, the amount of
pesos needed to buy crude oil doubled. When fuel prices rise and the exchange rate collapses at the
same time, the impact operates not as simple addition but as multiplication.

The government discounted fares on the capital region's light rail (LRT, MRT) by 50 percent and
distributed emergency subsidies of 5,000 pesos (about $83) per person to 1.4 million public transport
workers. The Department of Energy set a goal of securing 2 million barrels in emergency reserves,
but whether this would be realized was unclear.

The Department of Budget Management decided to release 20 billion pesos (about 4.06 billion won)
from the Malampaya gas field fund in an emergency to secure fuel. Sorsogon province declared a
state of disaster at the provincial level, citing economic paralysis caused by soaring fuel prices.

Transport groups, however, went on nationwide strike, saying this was insufficient. They directly
criticized President Marcos for failing to control price increases.

Jeepney driver Emily Ruado, 59, a mother of four, told an Al Jazeera reporter: 'I used to earn ten
dollars a day, but now, after fuel costs, I have less than five dollars left. I'm barely getting by.' For
working people like Ruado who live hand to mouth, the energy crisis is not a number in statistics. It
shows up as the number of dishes on the dinner table shrinking every evening.

The Philippines' transport sector is not simply the sector consuming the most oil. With 40 million
people using it daily and nearly 2 million working in it, this sector is the circulation system of the
Philippine economy itself. When jeepneys stop, goods don't move, and when goods don't move,
markets die.

Laos introduced a three-day school week. Vietnam encouraged work from home and temporarily
exempted some fuel taxes until April 15. The Thai Prime Minister appealed to citizens to conserve
fuel and not hoard it. All of ASEAN was shifting to an emergency economic regime.

The Philippines is among Southeast Asian nations with the most evenly distributed solar resources.
Yet as of 2026, solar accounts for only 3 percent of total electricity generation. The transport sector
remains almost entirely dependent on oil.

This is the paradox the Philippines faces. In an archipelago where the sun pours down every day,
people are going hungry for breakfast, weighed down by fuel prices. The technology and resources
existed. What was lacking was the urgency to act.
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What the Philippines case reveals is not a lack of information. It is a matter of political and institutional
challenge. The gap between recognizing vulnerability in official data and treating that vulnerability
with sufficient urgency had not narrowed, even though the mechanism of crisis had been well
understood and geopolitical signals had appeared steadily.

Nations entirely dependent on external energy sources bleed first in the conflicts of great powers.
Though not a direct party to war, the tables of ordinary people in an island nation thousands of
kilometers from the Strait of Hormuz shake first. This is the essence of energy dependency, and it is
the clearest warning the Philippines has sent to the world.

35.2 The Limits of Strategic Petroleum Reserve Policy

Paris, March 11, 2026. At the International Energy Agency headquarters, Executive Director Fatih
Birol took the podium. In a quiet, firm voice, he declared:

"The challenges facing the global oil market are unprecedented in scale. For that reason, I am
pleased that the IEA's 32 member nations have responded with an unprecedented collective
emergency action."

The IEA's 32 member nations unanimously agreed to release 400 million barrels of emergency
strategic reserves to the market. This was the largest collective release in the agency's history since
its founding in 1974. It was more than twice the 182 million barrels released during Russia's invasion
of Ukraine in 2022.

Shortly after the announcement, Brent crude slipped from $119 to the low $90s. The media reported
extensively, and governments congratulated themselves on how Western solidarity had stabilized the
market.

That relief did not last days.

Global oil consumption averages 105.17 million barrels per day. Four hundred million barrels
amounts to only four days' worth of global demand. Compared to the 20 million barrels per day that
flowed through the Strait of Hormuz, it was a 20-day supply. Energy strategist Naif Aldandeni called
this measure 'a small bandage on a large wound.'

The United States committed to releasing 172 million barrels, 43 percent of the total, over 120 days.
On a daily basis, that was 1.4 million barrels. It amounted to only 15 percent of the losses caused by
the Strait blockade. From the time President Trump approved the release until the oil actually
reached the market took 13 days, as it had to pass through pipelines, shipping networks, and
refineries.

The U.S. Strategic Petroleum Reserve held 415.4 million barrels as of February 18, 2026. The 172
million barrels the U.S. agreed to release equaled 41 percent of its current holdings. If the IEA
members released 400 million barrels from their combined 1.2 billion barrels in reserve, 33 percent
would be depleted.
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The meaning of these numbers is clear. Even if the world dumps one-third of the strategic reserves it
has accumulated for emergencies over 50 years all at once, the market will fall into panic again in
three weeks if the Strait of Hormuz remains closed.

The IEA's official report was candid. 'The joint release of strategic reserves provides a meaningful
and welcome buffer. But unless the conflict is resolved quickly, this is only a temporary measure. The
ultimate impact on oil and gas markets depends on the intensity of military attacks and the duration of
the Strait of Hormuz shipping closure.'

The market already knew this. Even after the announcement of the 400 million barrel release, Brent
crude broke back through $100. Traders were not reassured by the 400 million barrel figure. They
knew without a calculator that it amounted to 20 days.

Tom Liles, research vice president at energy consulting firm Rystad Energy, said: 'Saudi Arabia, Iraq,
Kuwait, and the UAE exported 14 million barrels per day before the war. Through bypass pipelines
from Saudi Arabia and the UAE, we can extract 5 to 6 million barrels per day to the Red Sea and Gulf
of Oman. The remaining 9 million barrels,about 10 percent of global supply,cannot go anywhere
unless the Strait of Hormuz opens.'

Oil expert Nabil al-Marsoumi diagnosed the nature of the price surge this way: 'The Strait of Hormuz
blockade added a $40 per barrel geopolitical risk premium that cannot be explained by market
fundamentals alone. The release of strategic reserves is a tool for temporarily suppressing that
premium, not a means of achieving a fundamental market rebalancing.'

There were other physical limits.

Strategic reserve releases had no effect on LNG. With 20 percent of global LNG exports passing
through the Strait of Hormuz unable to reach the market, the IEA release was aimed at the crude oil
market. The shortage of gas for electricity production and heating was unfolding as a separate crisis.

Strategic reserves are structurally a short-term shock absorber. This is why the West created the
reserve system after the 1973 oil shock. It was a buffer to endure until Arab countries lifted their
export ban. It was a bridge to fill a gap of weeks, at most a few months.

But the 2026 Strait of Hormuz blockade was different. Iran stated that it would not open the strait until
negotiations began and military objectives were achieved. When those negotiations would end, what
the conditions would be, remained opaque. A bridge had been built. No one knew when the land on
the far side of the bridge would appear.

A strategic petroleum reserve analysis report laid out the dilemma coldly. 'The release of 400 million
barrels is a calculated gamble on the speed of conflict resolution. If the war extends beyond 60 days,
reserves will be rapidly depleted, and the development of alternative supplies will remain constrained
by infrastructure limitations. As the 32 nations seek to maintain agreement on continued releases,
domestic political pressure and individual concerns about strategic reserve adequacy will begin to
collide.'
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Bob McNally of Rapidan Energy Group expressed the market sentiment like this: "Traders have now
done the math. IEA releases can at best offset only a portion of the 15 million barrels per day loss of
crude oil and refined products due to the Strait of Hormuz shutdown."

Andy Lipow, head of Lipow Oil Associates, pointed to another implication of the IEA measures: "The
fact that the IEA has taken action to this extent is being read by some market participants as a signal
that the conflict could last weeks or longer."

A paradox unfolded: the world's largest emergency measure was injecting fear into the market.

Fifty years have passed since the emergency oil reserve policy was created. During those fifty years,
the world allowed itself to remain dependent on imported energy, reassured by the belief that oil
reserves would provide protection. South Korea built reserves to meet IEA standards, as did Japan,
and the Philippines assured itself it had secured forty-five days' worth. That reserve is now depleting
like a timer counting down. The fact that four days' worth of global emergency oil reserves cannot
prevent a month-long crisis is common sense that has never needed to appear in any economics
textbook.

35.3 Energy Diversification Is Not an Option, It Is Security

South Korea's President Lee Jae-myung had focused on three priorities before the Iran war:
economic recovery, advancing an inclusive growth agenda, and securing the finances necessary for
South Korea's energy transition. The Strait of Hormuz blockade transformed these three goals from
mutually complementary into competing ones that clash with each other.

When energy prices rise, household purchasing power collapses. To prevent this, subsidy injections
deplete social program funding. To increase energy transition investment, crisis response budgets
shrink immediately. What the crisis brought was the disappearance of choices themselves.

South Korea depends on imports for 94 percent of its energy. Seventy percent of crude oil enters
through ships passing the Strait of Hormuz. LNG accounts for 19 percent of total energy and 25
percent of electricity generation. When war broke out, the government immediately introduced a
natural gas price cap for the first time in thirty years. It participated in strategic reserve releases, lifted
coal-fired power generation limits, and decided to increase nuclear power plant capacity to 80
percent.

All these measures are short-term emergency treatments. The diagnosis had already been made,
and the prescription was known. It simply had not been implemented.

More than 70 percent of South Korea's naphtha imports come from the Middle East. Before the
Ukraine war, Russian sources accounted for 26 percent, but after joining sanctions, Middle Eastern
dependency increased rapidly. Now that war has struck the Middle East, South Korean companies
have begun asking the government to resume imports of Russian naphtha.
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Naphtha prices surged 50 percent within a month, reaching $875 per ton. South Korea and Japan
depend on imports for two-thirds of their naphtha consumption, and South Korea sources 60 percent
of it from the Persian Gulf.

The naphtha supply shock is affecting everything from IV drip packaging to garbage bags.
Pharmaceutical packaging inventory is down to only two to three months' supply. Weekly average jet
fuel prices soared to $197 per barrel, a 105 percent jump in a single month.

The semiconductor problem is more severe.

Fitch analyzed in its report that South Korea is among the countries most vulnerable to helium
shortage. South Korea imports 64.7 percent of its helium from Qatar. Taiwan also has high
dependency on Qatar. Japan imports half from the United States and 28-33 percent from Qatar, with
inventory distributed across both sources, making the impact relatively smaller.

Beyond helium, 97.5 percent of South Korea's bromine imports come from Israel. Bromine is an
essential material in semiconductor etching processes. Sulfuric acid and aluminum come from
non-Middle Eastern regions, but a significant portion of precision measurement equipment depends
on Israeli production.

The Carnegie International Peace Foundation's analysis struck at the core: "The Iran war did not
create South Korea's energy vulnerability. It merely exposed how dangerous that vulnerability had
become."

The AI boom has driven chip prices to all-time highs, and major tech companies had already signed
multi-year contracts for Samsung and SK Hynix's advanced memory chips. Before the Strait of
Hormuz blockade disrupted supply chains, the market was already stretched thin. Now it has become
clear that the world's most important memory chip producer depends on energy flowing through the
most geopolitically unstable shipping route on Earth.

Japan's experience offers lessons. After the oil shock of the 1970s, Japan aggressively diversified its
energy sources. It expanded nuclear power capacity and built strategic oil reserves. As a result,
Japan today has far greater capacity to weather a Hormuz crisis than South Korea. The fact that the
same shock produces different outcomes shows how political choices shape energy security
differently.

South Koreans were advised to shorten shower times and charge smartphones during daylight.
Japan assured its citizens there was no need to hoard toilet paper. The energy crisis had penetrated
into consumer psychology and daily life.

Wood Mackenzie forecast that if the war persists, Brent crude could reach $150 per barrel. It also
warned that if this year's average price hits $125, the global economy will slip into recession.

The Carnegie report presented two urgent tasks. First, expand reliable domestic energy resources to
reduce dependence on imported fossil fuels. Second, institutionally link infrastructure and power grid
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expansion, following the model where the Gyeonggi Province government and Korea Electric Power
Corporation agreed to construct new transmission lines to supply an additional 3 gigawatts to the
semiconductor cluster.

Long-term measures such as shifting supply chains to import American energy via the Pacific route
instead of the Middle East, expanding nuclear power capacity, and building alternative energy
infrastructure have now begun to be discussed in the language of national security. This is
transformation forced by crisis.

Energy diversification has long been discussed in the language of environmental activism, under the
goal of reducing carbon and protecting the climate. That language is now changing. Energy
diversification is security. So that semiconductor plants do not shut down from a single war on the
opposite side of the globe, so that jeepney drivers' incomes do not get slashed in half, and so
housewives do not resort to hoarding toilet paper, energy must not depend on a single shipping route.

President Trump churned out daily optimism that the war would end soon. Yet analysts indicated that
even if a ceasefire is reached, economic suffering would persist for months, perhaps years.

The world after war ends is not the same as before. The Strait of Hormuz will reopen. Yet the
structure of 98 percent dependence, emergency reserves amounting to only four days' supply, and
the supply chain that sources two-thirds of helium from a single gas field are things no one will try to
fix until the next crisis arrives. History knows it repeats this pattern.

The plaza in front of the Baclarang Cathedral will someday be noisy again. Ruben Santos' jeepney
will run again. The question is whether, when the next crisis comes, he will face another morning
turning off the engine in the garage.

AI specialist, Attorney Kim Kyung-jin
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Chapter 36: South Korea's Choice
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36.1 Sea Lane Dependency and Electricity Demand

On March 8, 2026, President Lee Jae-myung said this single sentence in his address to the nation:
"Quickly identify alternative supply routes that do not pass through the Strait of Hormuz." The address
lasted thirty minutes, but this sentence spread across the airwaves in thirty seconds. A nation where
the president had to speak directly to its people about "alternative supply routes." That was the
Republic of Korea in March 2026.

On the ninth day of the Strait of Hormuz blockade, South Korea's energy situation could be summed
up in numbers like this: 70.7 percent of imported crude oil came from the Middle East. More than 90
percent of that Middle Eastern crude passed through the Strait of Hormuz. The Middle East
accounted for 20.4 percent of liquefied natural gas (LNG) imports. Daily petroleum consumption was
2.908 million barrels, placing the nation eighth in the world. Energy import dependence stood at 93.7
percent. These figures were barely different from those thirty years earlier.

Since the Korean War, South Korea had built a top-ten global economy from barren land. The engine
of that miracle was processing trade. The structure was to purchase raw materials, process them
precisely, and sell them at high prices. Silicon came in to make semiconductors. Iron ore was melted
to make automobiles. Naphtha, a hydrocarbon mixture obtained during crude oil refining, was
imported to produce petrochemical products. Throughout all these processes, there was one
unchanging premise: raw materials had to flow in endlessly and cheaply.

On February 28, 2026, the Islamic Revolutionary Guard Corps (IRGC) issued a warning over VHF
radio prohibiting passage to vessels crossing the Strait of Hormuz. That premise shattered.

There were signs before the strait closed. Shortly after the blockade, Reuters reported that at least
150 tankers were waiting on both sides of the strait. The New York Times, citing data from the
ship-tracking platform MarineTraffic, reported that vessel traffic through the Strait of Hormuz had
plummeted 70 percent. Tankers that normally numbered around 50 per day dropped to zero or one.
The destinations for crude oil passing through the Strait of Hormuz, analyzed by Bloomberg
Economics, were these: China 38 percent, India 15 percent, South Korea 12 percent, Japan 11
percent, rest of Asia 14 percent. The moment the blockade became real, all of Asia held its breath.

How long could South Korea hold out? Government-held petroleum reserves totaled roughly 100
million barrels, and including private reserves, this amounted to about 208 days of supply. There was
also 24 million barrels that had been urgently secured from the UAE. Looking at numbers alone, it
seemed like more than half a year. But James Kim, director of the Stimson Center, stated it plainly:
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even with reserves, prolonged denial of access to the strait would have considerable impact on power
generation and production and export capacity in global supply chains. There were things numbers
did not reveal.

One of these was semiconductors. This industry, South Korea's export champion and a concentration
of world-class technology, was bound to the Middle East in invisible ways. Helium was the link. In
semiconductor manufacturing, preventing wafers,thin silicon discs on which circuits are etched,from
warping due to heat requires cryogenic cooling. Helium is the key to this coolant, and South Korea
had relied on helium obtained as a byproduct during LNG production at the Ras Laffan industrial
complex in Qatar for a substantial portion of its total helium imports. Bromine presented the same
dependency. This element, used in semiconductor etching processes to remove unnecessary
material for pattern creation, is produced mainly at the Dead Sea in Israel. As the 2026 war struck the
industrial infrastructure of Israel and Qatar, Samsung Electronics and SK Hynix, though their
production lines were not directly bombed, faced a quiet crisis of raw material depletion.

There was also fertilizer. Ammonia, urea, and potassium chloride. If these agricultural raw materials
that Korea imported from the Middle East were cut off, the fertilizer to spread over fields in the
following spring would disappear. This was how an energy crisis metastasizes into a food crisis.
There was sulfur as well. Sulfur, the raw material for sulfuric acid production, comes from crude oil
refining. A decrease in crude passing through the Strait of Hormuz would directly reduce sulfur
supply, and if sulfuric acid dwindled, both battery manufacturing and fertilizer production would falter.

The Industrial Research Institute projected that if the Hormuz blockade lasted more than three
months, average manufacturing production costs would rise 11.8 percent. More than 40 critical
industrial items alone had import dependence on the Middle East exceeding 70 percent. The OECD
forecast that this crisis would reduce South Korea's 2026 economic growth rate from the earlier
projection of 2.1 percent to 1.7 percent, a drop of 0.4 percentage points. This decline was the
steepest among major economies.

Overlaid on top of this was an explosion in electricity demand driven by the artificial intelligence
industry. A single ChatGPT query consumes roughly ten times more power than a Google search.
Data centers handling AI computing are massive facilities operating twenty-four hours a day
consuming enormous amounts of electricity. The power consumption of a single Samsung
Electronics foundry production line is equivalent to that of a small to medium-sized city. South Korea's
key industries were arranged around sectors that consumed vast amounts of electricity:
semiconductors, steel, petrochemicals, and automobiles. The LNG needed to generate that electricity
was trapped at Hormuz.

Korea Electric Power Corporation faced astronomical losses. Memories of how the company's
operating losses had surged more than fivefold during the Ukraine war resurfaced. As LNG to power
the plants grew scarce, industrial electricity rates soared, and the price competitiveness of South
Korean manufacturing, built upon cheap electricity, trembled at its foundation.
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For decades, Korea in March 2026 had heard the phrase "a land where not a drop of oil flows." For
the first time, it felt the aching reality of those words with every fiber of its being.

In terms of the electrical grid, the Korean peninsula is no different from an island. It shares no power
transmission connections with Russia, China, or Japan. Population and industry are concentrated in
the Seoul metropolitan area, while power plants cluster on the east and south coasts.
Ultra-high-voltage transmission towers connect these distant points. A nation that cannot import
energy from outside nor borrow from neighboring countries when supplies fall short. This was the fate
imposed by Korea's geography.

There was only one way to change that fate. Reduce dependence on imported fossil fuels in the form
of molecules and build an energy system centered on self-generated electrons. This was the bill that
the 2026 crisis presented to South Korea. Before calculating the cost of that bill, one had to first see
where South Korea currently stood.

Over thirty years, energy import dependence had barely changed. The same words had surfaced
during the Ukraine war, and observers both inside and outside parliament pointed out that the same
words would repeat if another conflict erupted. They were not wrong. Without change, nothing
changes.

36.2 Energy Supply Problems in Times of Crisis

On March 2, 2026, the Korea Maritime Promotion Corporation released a special report: "Crisis of
Physical Severance in Energy and Container Supply Chains." The phrasing, unusual for an official
document, was remarkably direct. On the day the report came out, the location data for
Korean-flagged LNG tankers and oil tankers that had been passing through the Strait of Hormuz were
already disappearing one by one from domestic tracking maps.

The threat posed by the Hormuz blockade to South Korea was twofold. One was the inability of crude
oil and gas to arrive, and the other was the question of how vulnerable the nation's existing energy
infrastructure would be during a crisis. The 2026 crisis brought the second problem to light before the
world.

Looking down at the waters off Ulsan, massive clusters of tanks appear. SK Innovation's refineries,
S-Oil's aromatic complex, and Hyundai Oilbank's refining facilities line Ulsan Bay. Similar landscapes
stretch across Yeosu in South Jeolla and Daesan in South Chungcheong. The world's largest refining
and petrochemical complexes are concentrated on the coastline. In normal times, this dense
clustering represents the height of efficiency. When tankers arrive at the port, pipelines can directly
deliver raw materials for processing, and finished products can be loaded onto ships for export.
Transportation costs are reduced, and inter-process connections are seamless.

Yet by the logic of war, this is a perfect target.

On September 14, 2019, the Abqaiq refinery in Saudi Arabia came under drone attack. The result
was the disappearance of 5 percent of global crude oil supply overnight. During the 2022 Ukraine
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war, Russia and Ukraine repeatedly struck each other's refineries and power plants with low-cost
drones. After Operation Epic Fury in 2026, when Israeli drones destroyed high-voltage transmission
towers near Tehran, the capital region of Iran fell into a major blackout. When Ukrainian low-cost
drones simultaneously struck more than twenty units of Russia's Kirishi refinery, air pollution alerts
were issued across St. Petersburg.

All these examples convey one message. In modern warfare, the most efficient target of attack is not
frontline soldiers but rear-area energy infrastructure.

How exposed South Korea's energy infrastructure was to drone threats had never been publicly
discussed in depth until the 2026 crisis struck. Only after the crisis erupted did parliament propose
related legislation. The Nuclear Power Plant Defense Enhancement Act was one such measure. Its
content addressed installing drone defense systems for critical energy facilities including nuclear
power plants and closing protection gaps. It was necessary legislation, but the timing was already
behind the curve.

The vulnerability of refineries and LNG receiving terminals was at least a visible problem. A deeper
threat was growing in the unseen realm. It was the electrical grid.

South Korea's power system is structured as a centralized radial network. Electricity generated at
nuclear power plants on the east coast, large coal-fired plants on the west coast, and combined
power complexes on the south coast flows into the Seoul metropolitan area through ultra-high-voltage
transmission towers at 765 kilovolts. If a handful of critical substations and transmission towers at the
chokepoints of this electrical pathway are destroyed, the entire Seoul region falls into darkness even
if the generating stations remain intact. Custom-built 765 kilovolt ultra-large transformers take over
two years to manufacture. Domestic production capacity is insufficient. Once destroyed, repairs can
take a year or more.

The quieter threat comes from cyberspace. South Korea's energy infrastructure operates on SCADA
(Supervisory Control and Data Acquisition) systems and industrial control systems (ICS). These
systems are not directly connected to the internet, but neither are they completely isolated. It was
reported across multiple media outlets that during the 2026 Iran war, Iranian-backed hacker groups
attempted indiscriminate cyberattacks against Western energy infrastructure.

For South Korea, with North Korea as a variable, this threat is not someone else's story. North Korea
is one of the nations operating the most sophisticated and active cyber warfare capabilities in the
world. Hacking attempts on Korea Hydro and Nuclear Power, penetration of financial institution
networks, theft of defense industry secrets. These are capabilities already demonstrated multiple
times. With war raging in the Middle East and U.S. military forces concentrated there, security experts
raised concerns that South Korea's energy control systems faced dual exposure to danger.

There was also the matter of ports. If the gateway ports of Pyeongtaek-Incheon and the LNG
receiving facilities at Tongyeong-Gwangyang, critical for Korea's energy imports, all lost function
simultaneously, there would be no way to retrieve reserves of crude oil and LNG sitting in storage. If
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tankers cannot enter port, reserves are merely a time-delay mechanism. Shipping rates had already
surged 50 to 80 percent above normal levels, and war risk insurance was effectively in a state of
non-acceptance. Taking the detour route around the Cape of Hope extended transit time from the
usual twenty-five days to thirty-five to sixty days. Even when departing with crude oil loaded aboard,
by the time a ship reached port, the math showed that reserves were being depleted faster.

The Korea Maritime Promotion Corporation projected that even after the blockade was lifted, it would
take more than twice the blockade period to return to normalcy. In other words, if the passage was
blocked for one month, disruptions would persist for two additional months.

The root of all these vulnerabilities lay in one structural choice. Concentration for the sake of
efficiency. Refineries were clustered on the coast. Power plants were built far from major cities.
Transmission grids were drawn simply in radial patterns. In normal times, these choices were optimal.
But in crisis, concentration becomes synonymous with vulnerability.

The direction of solutions is dispersion. It is to divide the nodes,the connection points of the
network,where energy is produced, stored, and distributed across multiple locations. By building
microgrids equipped with small-scale natural gas generators and energy storage systems throughout
industrial parks nationwide, even if the central grid is shaken, each region can sustain itself
independently for days. Military bases, hospitals, and major government buildings must have
emergency power-generation equipment and independent power supplies. Drone defense systems
should be deployed at ports, and energy system network segregation and real-time intrusion
detection systems for cybersecurity must be established. And above all, gaps in petroleum reserve
calculations must be filled. LNG reserves amounted to only fifty-two days of supply. This is starkly
short compared to the 208 days of crude oil. Expanding LNG storage tank capacity requires
investment, but compared to the losses incurred when the strait closes, it is a small expense.

In March 2026, the Ministry of Trade, Industry and Energy announced that it was developing
contingency plans for all scenarios. For these contingency plans to exist as more than documents,
South Korea must bring forward the bill it has so far deferred in the name of efficiency.

A nation unable to protect its energy cannot protect its military or its economy. This was the dispatch
sent by the 2026 Iran war.

36.3 Balancing Nuclear Power, Renewable Energy, and Gas

On March 31, 2026, Korea Hydro and Nuclear Power announced that four local governments had
applied in a competitive bid for new nuclear power plant construction sites. Ulju-gun in Ulsan and
Yeongdeok-gun in North Gyeongsang applied for large-scale nuclear plants, while Gyeongju in North
Gyeongsang and Gijang-gun in Busan applied for small modular reactors (SMRs). On that day when
the Middle East war was in full swing, four South Korean municipalities were competing to attract
nuclear power plants.

It was a scene hard to imagine a decade earlier.
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For a long time, debate in South Korean society surrounding nuclear power plants had been a
collision of ideologies. Phase out or embrace nuclear power? Safety or economic viability? With each
change of administration, policy reversed. When one government pushed to extend the lifespan of
aging reactors, the next declared a plan to phase out nuclear power. When the subsequent
government again announced plans to restore the nuclear ecosystem, energy industry investors
hesitated, unsure which direction to invest.

Behind discussions of nuclear expansion lay issues of increasing electricity demand and energy
security. Rapid growth in power demand driven by artificial intelligence data centers, the
semiconductor industry, and electric vehicle proliferation, combined with instability in Middle East
affairs driving home the risks to energy supply, accelerated momentum for expansion.

The 2026 Iran war set that ideological debate momentarily to the side. As Hormuz closed, people
asked: How do power plants operate when LNG does not arrive? Where do alternative sources of
electricity come from when crude oil does not? Few energy sources could properly answer those
questions.

It was nuclear power. The fuel, uranium, comes from Kazakhstan, Canada, Australia, and other
countries. It follows a path independent of the Strait of Hormuz. Once fueled, it can generate
electricity for years without refueling. It operates reliably 24 hours a day, unaffected by climate or
weather. It emits almost no carbon and poses little conflict with global environmental regulations such
as RE100 (Renewable Energy 100%, an initiative for businesses using 100% renewable energy).

Nuclear power must continue to serve as a stable and cost-effective low-carbon source, handling
around 30 percent of baseload power (the minimum electricity that must always be supplied
regardless of demand fluctuations), thereby contributing to grid stability, energy security, industrial
competitiveness, and energy welfare.

South Korea's nuclear technology stands among the world's best. In building the Barakah nuclear
plant in the United Arab Emirates, Korea kept to the construction schedule, controlled costs within
budget, and made itself known to the world. Korea Electric Power Corporation (KEPCO) is set to
become a major company owning 30 nuclear reactors. It already ranks third globally in nuclear power
generation.

The government has set plans to expand nuclear power to 35.2 percent by 2038 and construct new
reactors including at least one SMR. The two large reactors being pursued will be Korea's 33rd and
34th reactors. The SMR aims to receive design approval by 2028, secure construction permits by
2030, and begin operation by 2035.

SMRs draw attention because they break through the constraints of large conventional reactors. As
small reactors of 300 MWe (megawatt electric) or less, they require shorter construction periods and
face fewer siting restrictions than large reactors. The greatest advantage of SMRs is that they can be
transported and installed as modules, significantly shortening construction time and reducing costs.
They can fill gaps precisely when solar and wind output drops at night or on cloudy days. In countries
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like Korea, where land is narrow and population density is high, making large-scale renewable energy
farms difficult to site, SMRs hold value as distributed power sources.

However, SMRs are not a cure-all. The cancellation of NuScale Power's first commercial project in
the United States, where construction costs more than doubled from initial projections, shows that
securing SMR economics is not easy. Regulatory approval systems remain designed primarily for
large reactors and require time to adjust for SMRs. The question of spent nuclear fuel disposal
continues to test public acceptance. Korea must build at least one unit domestically before exports
become possible, yet regional conflicts over where to build that first unit persist.

Nuclear power alone is not enough. It must go hand in hand with renewable energy.

Solar and offshore wind are Korea's only "domestic energy." They require no imports. As distributed
power sources, they reduce vulnerability from transmission grid concentration. Meeting RE100
commitments is unavoidable for climate action and survival in global supply chains. Companies
already demand that factories making semiconductors and cars use renewable energy.

However, Korea's geography disadvantages renewable energy expansion. Sunlight hours are less
than Germany's, and wind resources cannot compare to the North Sea coast. Mountainous terrain
and military restricted zones near coastlines make siting difficult. Community opposition to solar
farms creates conflicts with local areas. As renewable energy's share grows, generation variability
increases, raising additional costs to maintain grid stability.

We also need ways to address renewable energy's intermittency (the characteristic of generation
fluctuating with weather and time). Energy storage systems (ESS) and demand response (technology
for flexibly adjusting electricity demand) provide the answer. High-voltage direct current (HVDC)
technology reduces transmission losses, and smart grids (intelligent power networks using digital
technology) must be built to improve overall grid efficiency.

The government emphasized its commitment to setting renewable energy deployment targets at 100
GW by 2030 and focusing on grid expansion. The goal is ambitious. But the gap between target and
execution is wide. If grid expansion cannot keep pace with renewable energy installation, generated
electricity cannot connect to the system and is wasted. In fact, Jeju Island already experienced
repeated curtailment from solar overproduction.

Where does natural gas fit? When nuclear power handles stable baseload power and renewables
handle daytime peak demand, LNG plants function as "peaker plants," filling gaps quickly. The ability
to operate within minutes when renewable generation drops unexpectedly or electricity demand
spikes beyond forecasts is LNG's unique strength. This bridge is essential until energy transition is
complete.

But the source of that LNG must change. On March 31, 2026, 27,000 tons of Russian naphtha arrived
in Korea and was sent to the Daesan petrochemical complex. It signaled that Korean companies
were seeking alternatives as Middle Eastern supplies blocked. Texas LNG export terminals,
Australia's northwestern continental shelf, Tanzania and Mozambique in East Africa. These routes
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bypass the Strait of Hormuz. Korea had to move away from putting all eggs in the Middle Eastern
basket.

That diversification carries costs. LNG from distant sources costs more to ship than supplies from
nearby regions. Long-term contracts increase stability but reduce flexibility. Direct equity investments
in overseas resource development (upstream) secure rights to redirect supplies to the home country
in emergencies, but require large upfront capital. The roles of Korea National Oil Corporation (KNOC)
and Korea Gas Corporation (KOGAS) become crucial here. It means the nation must conduct energy
diplomacy directly.

Lee Jae-min, a professor at Seoul National University Law School, emphasized that "regardless of
whether conflict ends, urgent structural solutions are needed to diversify import channels for crude oil
and raw materials and secure alternative routes."

Nuclear, renewables, gas. There is no fixed answer for balancing these three energy sources. Every
country must adjust its mix to fit its geography, technology capability, economic scale, and security
environment. Korea's conditions are clear.

An electricity grid isolated like an island. 93.7 percent dependence on imported energy. Explosive
electricity demand growth driven by AI and semiconductors. Limited land and renewable energy siting
constraints. Yet Korea possesses world-class nuclear construction and operating technology, along
with battery, shipbuilding, and energy equipment manufacturing capacity.

Given these conditions, which direction should Korea's energy mix take? Nuclear power should stably
handle around 30 percent of baseload power, renewables should rapidly increase their share to
sustain carbon-free supply amid variability, and LNG gas plants should flexibly fill the gaps. There is
one more critical element: smart grids and energy storage systems connecting and managing these
three sources need far greater investment than today. Without that investment, building ten more
reactors and laying a million more solar panels will not save the grid.

And the foundation for all this is political consistency. Energy infrastructure is not built on a five-year
administration timeline. Building one reactor takes at least ten years. Creating offshore wind farms
requires years of environmental assessment and public persuasion. LNG terminals take even longer.
If energy policy direction flips with each change of government, Korea's energy security will forever
tread water.

March 2026, when the Strait of Hormuz was blocked, proved one thing: energy is not a matter of
livelihood before it is a matter of life and death. And matters of life and death are not fodder for
ideological debate.

Korea's major exporters have already begun investing in SMRs. Samsung C&T made a strategic
equity investment in NuScale Power in the United States, while Doosan Enerbility is building SMR
core component manufacturing capacity. The government has set plans to raise nuclear power to
35.2 percent by 2038. The goal of 100 GW renewable deployment by 2030 is also official. Public
opinion polls on new large reactor construction show support exceeding 70 percent.
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The numbers pointed in a direction. What remained was speed and execution.

The word "diversification" is easy. Implementation is hard. Changing supply chains, contracts, and
infrastructure built over decades takes more than a declaration. But Korea in March 2026 lost the
luxury of postponing that difficult work.

The Strait of Hormuz blockade starkly revealed opportunity costs. Thirty years of deferred energy
diversification came due in a single month. OECD estimated Korea's growth rate dropped 0.4
percentage points. Manufacturing production costs rose 11.8 percent. The won plummeted. KOSPI
futures fell 5.25 percent. A country where importing Russian naphtha becomes news as
"unprecedented." These numbers were the result of thirty years standing still.

Now Korea must choose. When the strait opens again, will it return to the old way, or will it remember
this shock and actually change its structure?

The answer lies in the question. The strait can close again. Next time it might be the Malacca Strait
instead of Hormuz, the Bab el-Mandeb Strait, or the South China Sea. Chokepoints exist worldwide,
and the geopolitical tensions surrounding them are not subsiding.

Korea's choice now determines whether the next generation stands before the same question thirty
years from now.

Kim Kyung-jin, artificial intelligence expert and attorney
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Epilogue: The Day the Strait Opens, and the World That Does Not
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On March 31, 2026, at 9 a.m. UTC, a single number appeared on the screen at the underwriting desk
of Lloyd's of London's first floor. Six. The number of vessels that passed through the Strait of Hormuz
the day before. Thirty-one days earlier, on February 27, one day before Operation Epic Fury struck
Iran, the same screen showed the number 138. Only 4 percent of the average daily passage volume
before the war remained.

The number six has names. Two Chinese-flagged bulk carriers, one Indian-flagged LPG carrier, one
Pakistani-flagged tanker, two Iranian-flagged cargo vessels. What these ships share is one thing:
they had received prior approval through the 'passage authorization system' operated by Iran's
Islamic Revolutionary Guard Corps (IRGC). The transit fee was 2 million dollars per vessel. The
payment currency was Chinese yuan. These six ships had not exercised the right of innocent
passage guaranteed by international law. They had paid for permission from the nation of Iran and
passed through.

At the same moment, approximately two thousand vessels were stranded on both sides of the strait.
This was the figure IMO Secretary-General Arsenio Dominguez conveyed to Al Jazeera. Tankers,
LPG carriers, and container ships unable to depart from the ports of Saudi Arabia, Kuwait, UAE,
Qatar, and Iraq inside the Persian Gulf with crude oil and LNG. And vessels waiting beyond the strait
in the Oman Sea, burning fuel. Forty thousand sailors were trapped at sea. Some of them had
already dropped anchor at the same coordinates for a full month.

This book stops here.

The war had not ended. President Trump extended the bombing deadline for Iranian energy
infrastructure to April 6, and Israel continued large-scale airstrikes on military facilities in Isfahan.
Even as Iran confirmed the death of its navy commander, it did not abandon its resolve to formally
codify the yuan-denominated transit fee system through parliamentary legislation. Pakistan, Egypt,
and Turkey were attempting mediation, but there was no direct dialogue between the United States
and Iran. Both sides waited for the other to make the first concession.

What this book records is not an ending. It is the structure.

It recorded what happens to the world when a twenty-one-mile waterway closes, and the mechanism
of that occurrence. And within that mechanism, several facts were revealed. Some were things we
had long known but did not take seriously. Others were things this war first exposed.

First. Insurance closed the strait.
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Iran's Revolutionary Guard did not have the naval force to physically blockade the strait completely.
Even after the U.S. Navy destroyed most of Iran's surface combat vessels, the strait remained closed.
Following war coverage, one hears of missiles, drones, and mines. But it was the insurance
underwriters in London and Zurich who actually closed the strait. Seven of the twelve protection and
indemnity clubs (P&I Club) that underwrite 90 percent of the global maritime insurance market
cancelled war risk insurance within seventy-two hours. Without insurance, a ship cannot leave port,
cannot be berthed at a terminal, and cannot deliver cargo. Iran needed only to use a few drones to
push insurance premiums to an unaffordable level. Not physical blockade but the risk calculation of
the insurance market closed the strait.

This is one of the book's key findings. The security of global energy supply does not depend only on
U.S. Navy aircraft carriers. It also depends on the insurance desks of London's City. The insurance
market processes war as binary. When risk exceeds a certain threshold, it refuses underwriting.
There is no middle ground. A nation that understands this binary structure can achieve maritime
blockade without physical naval force.

Second. Pipelines could not substitute for the sea.

Saudi Arabia's East-West Pipeline, with a maximum daily capacity of 7 million barrels, UAE's Abu
Dhabi-Fujairah Pipeline with 1.8 million barrels daily, and the Iraq-Turkey Pipeline with a nominal 1.6
million barrels and actual operation of 200,000 barrels daily. Even combining all three fell short of 9
million barrels. The daily volume passing through the Strait of Hormuz was 20 million barrels. Saudi
Aramco announced on March 10 that it could convert 5 million barrels per day for export through the
East-West Pipeline, but actual pipeline flow in January and February was only 770,000 barrels per
day. A gap between nominal capacity and actual operation. And the physical constraint that LNG
cannot be sent through pipelines. Qatar's LNG exports had no alternative to maritime transport
through the Strait of Hormuz.

The IEA released 400 million barrels of strategic reserves, a record amount. The United States
released 172 million barrels, South Korea 22.46 million barrels, and Japan, Germany, and France
shared the remainder. Though more than double the 182.7 million barrels released during Russia's
2022 invasion, 400 million barrels amounted to only twenty days of Strait of Hormuz daily traffic. To
borrow the phrase of ING strategist Francesco Pesole, it was 'a water pistol, not a bazooka.'

The release of strategic reserves bought three to four weeks of time. By mid-April, when that window
was closing, net supply deficit would swell to 8 to 10 million barrels per day, just as oil industry
analysts had warned. Marco Papic of BCA Research called this 'the largest crude oil supply loss in
history.'

Third. The world beyond oil collapsed.

This is what chapters 15 and 33 of this book track. What stopped when the Strait of Hormuz closed
was not oil alone. Approximately 30 percent of global fertilizer trade passed through this waterway.
Persian Gulf littoral states accounted for 30 to 35 percent of global urea exports and 20 to 30 percent
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of ammonia exports. Because nitrogen fertilizer production uses natural gas as its feedstock, rising
energy prices doubled the cost of fertilizer production.

The price of urea at the New Orleans fertilizer hub jumped from $475 per ton before the war to $680.
The problem was timing. Corn and soybean planting season in the American Midwest was imminent.
Unlike oil, fertilizer had no internationally coordinated strategic reserves. The war was not only raising
crude prices but creating upward pressure on food prices.

The same was true of naphtha. South Korea's petrochemical industry was heavily dependent on
Middle Eastern naphtha, and immediately after the strait closure, South Korean petrochemical
companies reduced operating rates to 50 percent. Japan was also importing 42 percent of its naphtha
supply from the Middle East, so its situation was similar. As the Atlantic Council's analysis noted,
China's petrochemical industry relies on coal-based processes and thus avoided a direct hit from the
Hormuz closure. As Asia's petrochemical production contracted, a pattern emerged in which China
gained spillover benefits.

Aluminum, helium, sulfur. Their supply chains also trembled. The U.S. Department of Defense began
examining the impact on defense industries of an 'almost complete' disruption in sulfur supplies. War
cascading into energy crisis, energy crisis into industrial crisis, industrial crisis into food crisis. The
fact that the first domino in this sequence was a single twenty-one-mile-wide waterway is the central
thesis of this book.

Fourth. Iran did not blockade the strait. It privatized it.

This is what fundamentally distinguishes the 2026 crisis from the 1973 Arab oil embargo or the 2022
Russian gas cutoff.

In 1973, Saudi Arabia said it would not supply its oil. In 2022, Russia shut its own gas pipelines. In
both cases, they weaponized a resource their own country produced. In 2026, Iran seized the sole
exit through which other nations' oil and gas could reach the world market. And it charged a toll for
passage through that exit. Two million dollars per vessel. Payment in yuan.

Iran's parliamentary security committee approved a bill to codify the toll and was preparing detailed
regulations for implementation. According to CNN's calculations, if Iran applied current rates to
tankers and LNG carriers passing through the strait, its monthly revenue could reach 600 million to
800 million dollars. This approaches the roughly 9 billion dollars Egypt earns annually from the Suez
Canal. The Suez Canal is an artificial waterway built and operated by Egypt. The Strait of Hormuz is a
natural waterway and an international strait where international law guarantees all vessels the right of
innocent passage. The legal and ethical gap between these two things is vast.

Sultan Al Jaber, chief executive of the Abu Dhabi National Oil Company (ADNOC), called Iran's
control of the strait 'economic terrorism.' 'If Iran holds Hormuz hostage, every nation will pay the
ransom at the gas pump, at the grocery store, at the pharmacy.' Meanwhile, Iranian Foreign Minister
Abbas Araghchi countered that Iran's exercise of sovereignty over the strait was a 'natural and legal
right.' This debate will continue even after the war ends. The likelihood of Iran voluntarily relinquishing
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control of the strait is low. Even if the United States militarily reopened the strait, the insurance market
would not lower its guard unless Iran completely lost its capacity for sporadic attacks.

Here we see what the book's title points to: 'How Hegemony Is Reordered When the World's Artery
Stops.' Even if the day comes when the strait reopens, the world will not return to what it was before
the strait closed.

Fifth. The war America started ate away at America's hegemony.

This is the paradox that parts seven and eight of this book track. Operation Epic Fury began to
prevent Iran's nuclear armament and eliminate its ballistic missile capability. Whether that objective
was achieved remains too early to judge. But the war's secondary consequences are already clear.

Cracks appeared in dollar hegemony. As Iran began accepting yuan for Hormuz transit tolls, a
precedent was established for a non-dollar currency to take hold as a settlement medium on the
world's largest maritime energy trade route. Vessels under Chinese, Indian, Pakistani, and Malaysian
flags were crossing the strait with Iran's passage authorization. Ships from non-allied nations were
receiving priority. According to Lloyd's List, by the fourth week of March, twenty-six vessels had
crossed the strait through Iran's 'passage authorization system,' and settlements were conducted
through China's Cross-Border Inter-bank Payment System (CIPS).

The paradox of Russia sanctions was also exposed. Asian importing countries, unable to secure
Middle Eastern oil due to the Hormuz closure, uniformly pivoted to Russian crude. According to the
Centre for Research on Energy and Clean Air (CREA), in the first twenty-four days after the war
broke out, Russia's daily crude export revenue reached 388 million euros. A 20 percent increase from
the previous month. The United States was forced to partially ease sanctions on Russia and Iran to
stabilize the energy market, and a structure emerged in which Iran earned yuan, Russia breathed
easier from sanctions relief, and America poured military spending into a war of its own making.

The domestic political costs in America mounted. President Trump's approval rating fell to 36 percent.
On March 28, 'No Kings' protests broke out in over 3,300 locations across fifty states. It was the
single largest protest in American history. Organizers estimated participation at approximately 8 to 9
million. At Minnesota's capitol in St. Paul, on Seventh Avenue in Manhattan, at the Embarcadero in
San Francisco, in front of the capitol in Denver. Placards carried by protesters read 'End the Wars,'
'Trump Must Go Now,' and 'Fight Fascism.' The protests spread beyond America, with tens of
thousands participating in Amsterdam, Madrid, Rome, Paris, and London.

Foreign Affairs diagnosed this stalemate in its March 31 analysis as follows. America's fifteen-point
peace proposal amounted to demanding Iran's unconditional surrender. Iran's five conditions
included recognition of sovereignty over the strait. Both sides were putting forth conditions the other
could not accept. The fact that ending a war is harder than starting one. This lesson has repeated
since the 1950 Korean War, the 2003 Iraq War, Afghanistan in 2001. Yet repetition does not make it
less painful.

Sixth. South Korea looked into a mirror.
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South Korea depends on imports for 94 percent of its energy. Approximately 70 percent of crude oil
and 15 to 18 percent of LNG entered through the Strait of Hormuz. South Korea is essentially an
energy island. Because of surrounding seas and a closed northern border, it cannot draw emergency
power from neighboring grids. Japan faces a similar situation, but since the 1970s oil crisis, Japan
has aggressively expanded nuclear power generation and accumulated 170 days of strategic
reserves. South Korea had not.

The Carnegie Endowment for International Peace called this crisis a 'stress test of South Korea's
energy model.' The Korean stock market plummeted 18 percent in just four trading days, evaporating
over 500 billion dollars in market capitalization. Semiconductor company stocks took a direct hit.
Petrochemical firms cut operating rates to 50 percent, and the government banned naphtha exports
for five months. President Lee Jae-myung ordered the early restart of nuclear power plants and took
emergency measures to expand coal power generation. As an IEA member, South Korea released
22.46 million barrels of strategic reserves.

The essence of Seoul Economic Daily's 'April energy crisis thesis' was this. After the Eagle Velour,
the last tanker to exit the strait just before February 28, arrived at a Korean port on March 20, crude
oil supply through the strait was effectively cut off. The government explained it was securing crude
through alternative routes such as the UAE, but a fundamental question remained: Why had South
Korea failed to reduce its dependence on Middle Eastern energy despite experiencing the oil crises of
the 1970s and 1980s?

The answer lay in three factors: economic efficiency, supply stability, and refinery compatibility.
Middle Eastern crude had short maritime transport distances, low prices, and Korean refineries were
designed for Middle Eastern heavy crude. American shale oil is light crude, incompatible with Korean
refinery infrastructure. Despite knowing that diversification was not a choice but a security imperative,
economic rationality had locked in the dependence structure. It is likely this mechanism will not
change even after the war ends. Changing it would require years to decades of structural investment
such as extensive refinery retrofitting, long-term energy supply contracts with the United States, and
expansion of transportation infrastructure on Pacific routes.

Another Carnegie analysis noted this crisis was also a semiconductor issue. As the world's largest
memory chip producer, South Korea's chip plants consume enormous amounts of electricity. Much of
that power comes from imported fossil fuels. 'To preserve semiconductor leadership, one must first
preserve the energy system that powers those semiconductors.' With the AI boom driving chip
demand to record heights, the geopolitical chokepoint of the Strait of Hormuz became the Achilles'
heel of South Korea's semiconductor industry.

A report by the environmental group Solutions for Our Climate found that over the past eleven years,
South Korea invested 141 trillion won in fossil fuels and 11 trillion won in renewable energy. Thirteen
to one. This investment ratio created South Korea's dependence on Hormuz. 'The sun is not being
choked at Hormuz.' Whether this single sentence can change the direction of South Korea's energy
security debate remains to be seen. But the question this war poses to South Korea is clear: When
Hormuz closes next time, will we be better prepared than we are now?
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This book does not reach a conclusion. Partly because the war has not ended. Partly because it is
too soon now to make final statements about the breadth and depth of changes this war has created.

But certain things are confirmed.

Energy was the cause of the war. Iran's nuclear program, America's 'maximum pressure' sanctions,
Iran's economic collapse from falling oil prices, mass popular protests and bloody crackdowns.
Beneath all of this lay the economic foundation of the Iranian regime sustained by oil revenues.

Energy was a weapon of war. Iran did not weaponize its own oil but rather the strait through which
other nations' oil passed. By exploiting the insurance market's operating mechanisms, it achieved
economic blockade without physical naval force.

Energy was the outcome of war. Brent crude at 126 dollars per barrel. The IEA releases record 400
million barrels from strategic reserves. South Korea's petrochemical utilization at 50%. Philippines
declares national emergency. Fertilizer prices surge 50%. Record "No Kings" protests in the United
States. The yuan settlement system enters the Strait of Hormuz. Russia's windfall gains.

And energy will determine the post-war order. Even when the day comes that the strait opens,
questions remain. Will the world continue to entrust 20 million barrels of oil daily to a single
21-mile-wide passage? Can Asia's industrial nations break free from Hormuz dependence, or will
economic rationality lock them back into that structure? Will Iran's "toll-taker state" model survive in
some form even after the war ends? Will the fractures in dollar hegemony accelerate from this war as
a turning point, or will the world return to its previous trajectory once the war ends?

The answers to these questions are not in this book. What this book has done is show the structure of
the questions themselves.

At midnight UTC on March 31, 2026, the AIS (Automatic Identification System) display of the Strait of
Hormuz showed almost no moving dots. Before the war, 138 dots had densely filled the strait. Now
most sat frozen in the waters off Oman and along the Persian Gulf coast, outside the strait. And a few
"dark ships",large vessels exceeding 290 meters crossing the strait with AIS transponders off,were
detected. Some with permission, some without, all bearing the risk.

This book returns to the empty space of the AIS screen where the prologue began. In the prologue,
we watched signals vanish. In the epilogue, we see how the world adapts, compromises, and
transforms while that empty space remains unfilled.

The day the strait opens will come. Wars must end, after all. The question is what comes after it
opens. Returning to the world before the Strait of Hormuz closed is impossible. Iran has proven that
the strait can become a weapon. The insurance market will remember that proof, and premiums will
not return to previous levels. Asia's importing nations will vow to diversify, but the economic logic of
Middle Eastern crude will test that resolve. The yuan settlement system will use its experiment in
Hormuz as a springboard to expand into other maritime trade routes.
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Even if the strait opens, some things do not. The fact that energy is the lifeblood of war. The fact that
chokepoints are power. The fact that everyone now knows how dangerous a gamble it is to entrust
the world's economy to a single 21-mile passage.

What this book has recorded is the cost of that knowledge.

Kim Kyung-jin, Lawyer and AI Expert
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