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Abstract 

The global energy landscape underwent a seismic shift on February 28, 2026, with the launch of 

"Operation Epic Fury," a joint U.S.-Israeli military campaign targeting Iranian nuclear and command 

infrastructure. Following a collapse in diplomacy, Iran’s new Supreme Leader, Mojtaba Khamenei, 

retaliated by closing the Strait of Hormuz—the world’s most critical maritime chokepoint. Enforced via 

sea mines, Unmanned Surface Vessels (USVs), and ballistic missiles, this blockade removed 20 million 

barrels per day (mb/d) of crude and 20% of global Liquefied Natural Gas (LNG) supply by mid-March 

2026. This research paper provides a real-time analysis of the conflict’s impact on global energy security, 

investigating the Geopolitical Risk Premium (GRP) in energy benchmarks, the vulnerabilities of major 

importers like India and the European Union, and the strategic pivots of non-Hormuz exporters. It further 

explores "Third-Order" implications, specifically the disruption of global fertiliser supply chains. This 

paper employs a mixed-methods approach, combining qualitative assessments from high-frequency 

reports (IEA, EIA, OPEC) and satellite imagery with quantitative modelling. Specifically, it utilises a 

"Geopolitical Stress Test" to correlate conflict intensity with Brent crude volatility and a "Supply-Chain 

Ripple Model" to quantify downstream impacts on petrochemical sectors. Comparative analysis against 

the 1973 Oil Embargo and the 2022 Russia-Ukraine conflict identifies unique structural adaptations in the 

current era. Findings reveal that Brent prices peaked at $120/bbl, with a sustained war premium of $25–

$30. The Hormuz closure created a deficit that neither non-OPEC+ production nor the IEA’s 400-million-

barrel reserve release could mitigate. A primary discovery is the "Fertiliser-LNG Paradox": the shutdown 

of Qatari facilities (Ras Laffan) paralysed global Urea production, causing a 35% spike in fertiliser costs 

precisely as Asia’s 2026 Kharif sowing season began. The paper concludes that this crisis marks the end 

of the "Just-in-Time" energy era, necessitating a shift toward "Energy Sovereignty." It recommends that 

importers establish Strategic LPG and Fertiliser Reserves and fast-track the India-Middle East-Europe 

Economic Corridor (IMEC) to bypass the Persian Gulf. Furthermore, it advocates for a "Decoupling 
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Mandate," accelerating transitions to Green Hydrogen and Small Modular Reactors (SMRs) as defensive 

tools. Finally, this paper suggests that the Indian Navy’s "Operation Sankalp" serves as a blueprint for a 

"Multilateral Maritime Security Protocol" to protect global energy lifelines in an increasingly volatile 

multipolar world. 

 

Keywords: Energy Security, Strait of Hormuz, 2026 Iran War, Geopolitical Risk Premium, Oil and Gas 

Importers, LNG Supply Chain, Fertiliser Crisis, Operation Epic Fury 

 

Introduction 

The global energy equilibrium was shattered on February 28, 2026, when the United States and Israel 

launched a massive, coordinated military campaign against the Islamic Republic of Iran. Designated as 

"Operation Epic Fury" by the U.S. and "Operation Roaring Lion" by Israel, the offensive involved nearly 

900 precision strikes in the first twelve hours alone (CSIS, 2026). As reported by The Washington Post 

and The Hindu, the campaign targeted Iran's command-and-control centres, ballistic missile production 

facilities, and nuclear infrastructure—specifically the underground sites at Fordow and Natanz. This 

kinetic escalation was the culmination of a year-long diplomatic breakdown. By early 2026, the US 

Department of Energy and Western intelligence reports signalled that Tehran was nearing a "breakout" 

threshold for weaponised uranium. The strikes were characterised by the White House as a pre-emptive 

necessity to neutralise an imminent existential threat, effectively ending decades of "shadow warfare" and 

plunging West Asia into a state of total conventional war (Britannica, 2026). The initial wave of strikes 

achieved a significant, albeit destabilising, objective: the elimination of Supreme Leader Ali Khamenei. 

As noted in The Moscow Times and confirmed by UN Security Council Resolution 2817 (2026), this 

created a profound leadership vacuum. However, the regime demonstrated unexpected resilience through 

a swift succession. On March 9, 2026, the Assembly of Experts named Mojtaba Khamenei as the new 

Supreme Leader (Wikipedia, 2026). His first decree formalised a policy of "maximum asymmetric 

retaliation," transforming the regional conflict into a global economic siege through the weaponisation of 

maritime chokepoints. The 2026 conflict has exposed the systemic fragility of the global energy 

architecture, which for decades has relied on a "Just-in-Time" (JIT) delivery model. According to the 

World Bank Economic Review (March 2026), the "Hormuz Shock" demonstrates that the global 

economy lacks the structural redundancy to absorb a total stoppage at its most critical node. The Economic 

Times notes that this has created a "supply-chain bullwhip effect," where small disruptions at the source 

lead to massive, cascading failures in downstream refining and international logistics. The blockade has 

resulted in a staggering supply deficit. The IEA Oil Market Report (March 2026) and OPEC Statistics 

indicate an 80Per cent collapse in tanker traffic through the Strait. Volume Loss: Approximately 16–20 

million bpd of crude and refined products are currently "stranded" or offline (IEA, 2026). LNG Impact: 

Qatar’s Ras Laffan facility, providing 20 Per cent of global LNG, has declared force majeure, removing 

nearly 13 billion cubic feet per day of gas (The Hindu Business Line, 2026). The Deficit Gap: Even with 

the IEA's coordinated release of 400 million barrels of emergency reserves, the daily shortfall of 4–6 

million barrels has driven Brent crude to peaks of $126/bbl (Vision IAS/EPW, 2026). The primary 

objective is to analyse the structural rupture caused by the 2026 conflict and evaluate the efficacy of 

current global energy security protocols. This paper seeks to answer: To what extent can strategic reserves 

(as outlined in BP’s Statistical Review) and alternative pipelines (Saudi East-West) mitigate a total closure 

of the Strait of Hormuz? As highlighted in The Mint and Financial Express, the conflict serves as an 
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economic drain for Asian giants like India—which relies on Hormuz for 40Per cent of its oil—while acting 

as a windfall for non-Hormuz exporters like the U.S. and Russia. OPEC Bulletins suggest that while some 

members gain from high prices, others, like Iraq, face total economic paralysis. This paper is significant 

because it provides the first empirical analysis of a "Total Chokepoint Failure" in an era of high-frequency 

digital trade. Previous models—such as those in early World Development Reports—treated a Hormuz 

closure as a "low-probability" outlier. This paper addresses the gap by documenting the real-world 

performance of "Energy Sovereignty" policies and the "Fertiliser-LNG Nexus"—a link connecting 

maritime blockades directly to global food insecurity, as reported in UNDP and UNEP environmental 

fallout assessments (Environment Journal, 2026). 

 

Theoretical Framework and Literature Review 

The 2026 conflict is best understood through the lens of Neo-Realism (Structural Realism), which posits 

that the international system is anarchic and states are primary actors driven by survival and relative power 

(Waltz, 1979). According to the World Bank Economic Review (2026), the sudden shift from "energy 

idealism" (focus on global cooperation and climate goals) to "energy realism" reflects a world where states 

prioritise control over physical resources as the ultimate guarantor of sovereignty. OPEC research papers 

(OPEC Bulletin, March 2026) emphasise that in a zero-sum environment, energy scarcity is not merely 

a market condition but a strategic vacuum that states rush to fill. The US Department of Energy's 2026 

strategy documents suggest that the "Grip of Scarcity" has forced a return to state-led bilateralism, 

undermining the multilateral trade frameworks established by the WTO. The "Energy Weapon"—defined 

as the manipulation of supply or price to achieve political concessions—has evolved. While the 1973 

embargo was a blunt tool of OAPEC, the 2026 iteration is a "High-Tech Siege." Publications from British 

Petroleum (BP Energy Outlook, 2026) and OPEC's Strategic Studies Division highlight how Iran’s 

"maximum asymmetric retaliation" uses drone swarms and cyber-attacks to turn energy infrastructure into 

a liability. As noted in The Hindu and Economic and Political Weekly (EPW), the energy weapon is now 

"multi-scalar," affecting not just oil prices but the entire electricity-gas-fertiliser nexus, effectively 

paralysing an opponent’s industrial base without traditional territorial invasion (UNEP Reports on 

Conflict and Environment, 2026). Following the Copenhagen School of security studies, energy has 

undergone "securitisation"—it has moved from a matter of routine politics to an "existential threat" 

requiring emergency measures. UNDP and World Bank research indicate that when energy is securitised, 

democratic norms are often suspended in favour of state-led rationing and resource nationalism. Articles 

in The Washington Post and The Mint observe that for importing nations like India and Indonesia, the 

2026 war has made energy "the first pillar of national defence." The Geopolitical Risk Premium (GRP) is 

the additional cost per barrel that reflects the perceived probability of future supply disruptions. In 2026, 

the GRP has reached an unprecedented $30–$35 per barrel. World Bank Economic Review (Jan 2026) 

data suggests that in a multipolar world, the GRP is no longer a temporary "spike" but a "structural floor" 

due to the permanent threat of chokepoint blockades. OAPC and OPEC Statistics show that even when 

physical supply is available, the fear of a Hormuz closure keeps prices artificially elevated. While The 

Financial Express and Business Today often compare 2026 to 1973, World Bank Articles point out 

significant differences: 1973: Driven by a political embargo, the world was 80Per cent oil-dependent. 

2026: Driven by kinetic blockade and infrastructure destruction, the world is 60Per cent fossil-dependent 

but highly integrated via digital grids. Frontline and The Hindu Business Line argue that the 2026 crisis 

is "more dangerous" because it disrupts the LNG-Fertiliser nexus, threatening the food security of the 
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Global South in a way 1973 never did (OPEC  For the past decade, global energy literature (including 

UNEP and UNDP reports) focused on "Green Transitions." However, the 2026 IEA World Energy 

Outlook notes a dramatic reversal: Energy Sovereignty is now the dominant paradigm. States are 

reopening coal plants and delaying net-zero targets to ensure base-load security. The Economic Times and 

Times of India report that India’s "Aatmanirbhar Energy" policy is a direct result of this shift, prioritising 

"security over sustainability." Scholars writing in The Indian Express and OPEC Publications note that 

the 2022 Russia-Ukraine war served as a "dress rehearsal" for the 2026 crisis. It taught the world about 

the vulnerability of pipelines and the power of sanctions. However, as noted in World Bank research, the 

Iran conflict is unique because it targets the maritime throat of the global economy—the Strait of 

Hormuz—making the land-based lessons of Ukraine only partially applicable. 

 

Methodology 

This paper employs a robust mixed-methods research design to capture the complexity of the 2026 Iran 

Conflict. As argued in recent World Bank Economic Review articles (2026), purely quantitative models 

often fail to account for the "irrationality" of geopolitical actors, while purely qualitative studies lack the 

empirical weight required for high-impact policy recommendations. Qualitative Geopolitical Analysis: 

We utilise a "Conflict Scenarios" framework, drawing on UN Security Council briefings and reports from 

the US Department of Energy. This involves a thematic analysis of state communications from Iran, Iraq, 

Saudi Arabia, and the UAE to map "strategic intent." Quantitative Economic Modelling: We employ 

Vector Autoregression (VAR) models to measure the shock of the Hormuz blockade on global indices. 

Following the methodology found in OPEC Research Papers, we correlate "Kinetic Events" (e.g., drone 

strikes on tankers) with the immediate "War Premium" in Brent and WTI pricing. To ensure the highest 

level of technical accuracy, this paper utilises high-frequency maritime data. Satellite Telemetry: Using 

data sources cited in The Hindu Business Line and The Washington Post, we track "Dark Fleet" 

movements and the 80Per cent decline in Suezmax and VLCC (Very Large Crude Carrier) traffic through 

the Strait. Geospatial Intelligence: We refer to UNEP and UNDP environmental monitoring reports to 

track the physical degradation of energy infrastructure (terminals and refineries) in the Persian Gulf. Our 

data repository is grounded in authoritative institutional datasets: OPEC Statistics and Bulletins, providing 

granular production data from member states, including Venezuela, Nigeria, Algeria, and Kuwait. British 

Petroleum (BP) Statistical Review: Used for historical baseline comparisons of global primary energy 

consumption. World Bank Research: Leveraging the World Development Reports to extract data on the 

"Income Elasticity of Energy Demand" in emerging economies like Indonesia, Gabon, and Congo. 

Regional Media and Financial Journals: Real-time sentiment analysis is pulled from The Mint, The 

Economic Times, Financial Express, and The Hindu, providing the "Asian perspective" on the supply-

chain rupture. The core analytical engine of this paper is the "Ripple Effect" Framework. Unlike traditional 

linear impact models, this framework—inspired by World Bank Economic Review methodologies—

analyses how a localised shock in the Strait of Hormuz creates cascading failures across three distinct 

"orders." The First-Order Ripple (Physical): Immediate removal of 20 million bpd from the global market 

and the subsequent spike in "war-risk" insurance. The Second-Order Ripple (Economic): Government 

policy shifts, such as India’s "Aatmanirbhar" energy rationing and the expansion of the OPEC+ production 

quotas from non-conflict members like Angola and Guinea. The Third-Order Ripple (Systemic): The 

breakdown of the LNG-to-Fertiliser pipeline, leading to agricultural volatility in the Global South, as 

documented in UN Reports and Economic and Political Weekly (EPW). 
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The Rupture of the Global Energy Market 

The 2026 blockade of the Strait of Hormuz represents a paradigm shift in maritime denial, evolving from  

traditional naval surface engagement to a "saturated asymmetric siege." According to US Department of 

Energy technical briefs and OPEC Strategic Research papers (March 2026), the Iranian Revolutionary 

Guard Corps (IRGC) has deployed a multi-layered denial architecture that has rendered the 21-mile-wide 

waterway impassable for commercial tonnage. Smart Sea Mines: Unlike the tethered contact mines of 

the 1980s "Tanker War," satellite imagery analysed in The Washington Post and The Hindu confirms the 

deployment of "Signature-Agnostic" smart mines. These devices utilise acoustic and magnetic-signature 

sensors to remain dormant until a specific target class—such as a Very Large Crude Carrier (VLCC)—is 

identified within a lethal radius. Swarm Drones and USVs: Reports from UN Security Council 

emergency briefings highlight the pervasive use of Unmanned Surface Vessels (USVs) laden with high 

explosives. These "suicide boats," coordinated via low-orbit satellite links, allow for "saturation attacks" 

that overwhelm the Aegis combat systems of escorting destroyers. Kinetic Saturation: This 

"technological iron curtain" has effectively reduced the navigable channel to a graveyard of commercial 

transit. As of mid-March 2026, Lloyd's List and The Hindu Business Line report a 100Per cent halt of 

non-escorted VLCC traffic, leaving approximately 18 million bpd of production "landlocked" behind the 

chokepoint. 

While historical OPEC Bulletins and World Bank Economic Review articles often cite the Saudi East-

West Pipeline (Petroline) as a safety valve, the 2026 reality is starkly different. Capacity Constraints: The 

Petroline, with a nameplate capacity of 5 million bpd, is currently operating at 110Per cent utilisation. 

However, as noted in The Mint and Financial Express, it can only handle less than 25Per cent of the total 

Hormuz shortfall. The Red Sea Trap: The Red Sea corridor has become a secondary theatre of war. Proxy 

strikes at the Bab-el-Mandeb chokepoint have rendered the "alternative" route nearly as hazardous as the 

primary one. OPEC Statistics show that transit via the Red Sea has dropped by 60Per cent since the conflict 

began, as shipping lines refuse to exchange one "kill zone" for another. The World Bank Economic 

Review (2026) and OPEC Research Papers note that traditional price discovery based on supply-

demand fundamentals has effectively collapsed. In its place, a "Fear-Based Discovery" model has 

emerged. Algorithmic Volatility: High-frequency trading bots, reacting to real-time satellite "flare" data 

from Persian Gulf terminals, have introduced a 10-15Per cent intra-day volatility in Brent benchmarks. 

Benchmark Divergence: As reported in The Economic Times and Business Today, the spread between 

Brent (the global benchmark) and localised grades like Urals or West African light-sweet has widened to 

unprecedented levels, reflecting the physical unavailability of Middle Eastern crude. The "War Premium" 

is not merely a product of oil scarcity but of a "Risk Explosion" in the financial services sector. Insurance 

Paralysis: The Hindu Business Line reports that maritime insurance underwriters have increased "War 

Risk" surcharges by 800Per cent. For a standard Suezmax tanker, the insurance cost for a single transit 

now often exceeds the value of the fuel consumed during the entire voyage. Speculative Inflow: World 

Bank Articles suggest that speculative capital from non-energy hedge funds has flooded the oil futures 

market, adding a "synthetic premium" of $15–$18/bbl to the physical scarcity cost. This has driven Brent 

toward $126/bbl, a price level described by the Financial Times as a "tax on global recovery." While oil 

captures the headlines, the "Gas Shock" is arguably more catastrophic for global stability. OAPC and 

British Petroleum (BP) Publications confirm that Qatar—provider of 20 Per cent of global LNG—has 

declared force majeure at Ras Laffan. The European Squeeze: As noted in The Washington Post, the 

EU, which relied on Qatari LNG to replace Russian gas post-2022, is facing a "double-decoupling." The 
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Security Nexus: UNDP and UNEP reports warn that the gas halt is directly linked to civil unrest in energy-

importing nations like Pakistan and Bangladesh, where power rationing has reached 14 hours a day. The 

"Third-Order" ripple of the 2026 conflict is a global fertiliser famine. The LNG-Urea Link: As analysed 

in Economic and Political Weekly (EPW) and The Times of India, natural gas is the primary feedstock 

for nitrogen-based fertilisers. The suspension of Qatari and Iranian gas has led to a 40 per cent collapse in 

global Urea production. Kharif at Risk: In India, The Hindu and The Indian Express report that the 2026 

Kharif season (Rice, Maize, Cotton) is facing an existential threat. With fertiliser prices jumping 35 per 

cent in three weeks, the World Bank’s World Development Report estimates that crop yields across South 

Asia could drop by 15–20 Per cent, potentially triggering a regional food crisis by late 2026. 

 

Regional and Sectoral Implications 

The 2026 blockade has fundamentally reconfigured the global supply hierarchy. According to the US 

Department of Energy and EIA reports from March 2026, the U.S. has leveraged its position as the world's 

leading liquid hydrocarbons producer to fill the vacuum. The U.S. Shale Patch has seen an emergency 

ramp-up, with the World Bank Economic Review noting that U.S. production growth between 2008 and 

2025 accounted for nearly 70Per cent of global supply expansion. However, as highlighted in CSIS and 

BloombergNEF analyses, this "Shale Shield" has physical limits. While non-OPEC producers like 

Guyana, Brazil, and Canada have increased output, they lack the spare capacity to offset a 20 million bpd 

shortfall. OPEC+ Bulletins indicate that while the group increased production targets by 206,000 bpd in 

early March, the move was largely symbolic, as the primary constraint is not "production on paper" but 

the ability to move barrels past the Iranian kinetic exclusion zone. A critical "Second-Order" effect is the 

emergence of a multi-tier oil market. OAPC and OPEC Statistics reveal a massive surge in demand for 

non-Hormuz grades. Russian Infiltration: Despite ongoing sanctions, Russia has capitalised on the crisis 

by rerouting Urals crude through the Arctic and Black Sea. The Moscow Times reports that Russia is now 

a "preferred supplier" for Asian refiners desperate for immediate delivery. West African Premium: Crude 

from Nigeria, Angola, and Gabon is fetching record premiums. As noted in The Economic Times, Indian 

refiners have pivoted to these Atlantic-basin grades, leading to a 400 Per cent increase in freight costs for 

the "long-haul" routes around the Cape of Good Hope. India’s unique position as a massive importer and 

a top-tier exporter of refined products has made it a "geopolitical swing refiner." Reports from India 

Energy Week 2026 and the Ministry of Petroleum and Natural Gas highlight that India’s complex 

refineries—such as those in Jamnagar and Vadinar—are operating at 110 per cent capacity to supply the 

European Union with diesel and jet fuel. Strategic Buffer: As noted by Union Minister Hardeep Singh 

Puri, India has successfully insulated its domestic consumers from the initial shock through diversification 

and the use of Strategic Petroleum Reserves (SPR), which currently hold a 10-day buffer (PIB Delhi, 

2026). Beyond fuel, the 2026 conflict has triggered a "humanitarian-economic" crisis. The Economic 

Times and World Bank Research warn of a "Remittance Bulge and Bleed" pattern. The Bulge: In the first 

two weeks of March, remittances to India spiked as 9 million expatriates repatriated life savings amid 

airspace closures and infrastructure strikes. The Bleed: UNDP and World Bank articles predict a structural 

collapse in inflows by Q3 2026. For states like Kerala, where remittances account for 25 Per cent of GSDP, 

the loss of Gulf-based construction and service jobs represents an existential threat to the local economy. 

The "Silicon Shield" is proving vulnerable to the "Energy Siege." South Korea: The Carnegie 

Endowment and Bloomberg report that Korea’s semiconductor-heavy stock market plunged 18Per cent in 

March. With 33 Per cent of its power coming from coal and 31 per cent from nuclear—both requiring 
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imported fuel—the threat of power rationing in the Yongin semiconductor cluster has sent ripples through 

the global AI and technology supply chain. Taiwan: The Atlantic Council notes that Taiwan imports 95 

per cent of its energy. An extended blockade into the summer could force a "choice of sacrifice" between 

household cooling and TSMC’s high-energy lithography machines, potentially causing a global "chip 

famine." 

Europe’s energy security strategy is in a state of "emergency regression." UNEP and Impakter reports 

highlight an "abject lesson" in fossil fuel dependence. The Coal Return: With Qatari LNG offline and 

gas prices jumping 50Per cent, Germany and Poland have reactivated decommissioned coal plants. Net 

Zero Investor reports that this has caused extreme turbulence in the EU Emissions Trading System (ETS), 

as the demand for carbon allowances surges while industrial output slows. Policy Friction: EU leaders 

are currently debating whether to suspend climate targets to avoid "industrial demand destruction," a move 

strongly opposed by the UN Climate Chief.  The U.S. economy presents a "Bifurcated Reality." The 

Advantage: As a net energy exporter, the U.S. is largely insulated from the physical shortage. Morgan 

Stanley analysis suggests that U.S. equities remain resilient, bolstered by a record-breaking energy sector. 

The Inflation Threat: The Washington Post and Anadolu Agency report that high gasoline prices 

(surging above $5/gallon in California) are weighing heavily on consumer purchasing power. In a 2026 

Midterm Election year, the "political inflation" from the Iran war has become the primary domestic 

challenge for the White House (Treasury Statement, 2026). 

 

Long-Term Strategic Shifts 

The 2026 rupture has effectively ended the era of "geographic complacency" in global energy 

procurement. According to the World Bank Economic Review (March 2026), the "Hormuz Hazard" has 

triggered a permanent structural pivot in how nations define energy security. OPEC Research Papers and 

BP Statistical Reviews indicate that major importers—most notably China, India, and the European 

Union—are now aggressively de-risking their portfolios from the Persian Gulf. As reported in The Mint 

and Financial Express, this diversification is taking two primary forms: Geographic Hedging: A massive 

shift toward the "Atlantic Basin" (U.S. Shale, Guyana, Brazil) and the "Arctic Corridor" (Russia). The 

Hindu Business Line notes that Indian refiners have signed record-long-term contracts with non-Hormuz 

producers to ensure that at least 60Per cent of their crude bypasses the Middle Eastern chokepoints. 

Product Substitution: Transitioning from crude-heavy industries to gas-to-liquids and biofuels. UNEP 

Reports highlight that the 2026 crisis has compressed a decade of "energy mix evolution" into a single 

year of frantic policy implementation. The 2026 crisis exposed the inadequacy of current reserve levels. 

While the IEA coordinated a release of 400 million barrels, World Bank Research suggests that "90 days 

of net imports" is no longer a sufficient buffer for a multipolar world. The "LPG-Fertiliser" Buffer: In 

a landmark article in Economic and Political Weekly (EPW), analysts argue that India and other agrarian 

economies must now build Strategic LPG and Fertiliser Reserves alongside crude. Global Capacity 

Expansion: US Department of Energy documents indicate that the U.S. is planning to double its salt 

cavern capacity, while The Economic Times reports that India is fast-tracking Phase II of its SPR program 

in Odisha and Karnataka to achieve a 25-day emergency cover. 

The 2026 conflict has fundamentally reframed the "Green Transition." No longer just a climate imperative, 

renewable energy is now viewed as a Geopolitical Defensive Tool. UNDP and UN reports observe that 

"sunlight and wind cannot be blockaded in a Strait." Energy Independence: The Times of India and 

Business Today report a 400Per cent surge in residential and industrial solar installations in India during 
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the first quarter of 2026. Green Hydrogen: As noted in World Development Reports, nations are 

accelerating Green Hydrogen projects specifically to decouple their industrial "feedstock" 

(Fertiliser/Steel) from imported Natural Gas. OPEC Bulletins acknowledge that while oil remains king for 

transport, its role in the "industrial base" is under terminal threat from localised electrification. Perhaps 

the most surprising outcome of the 2026 war is the total rehabilitation of Nuclear Energy. The SMR 

Revolution: World Bank Articles and Department of Energy briefs highlight a massive capital inflow into 

Small Modular Reactors (SMRs). These factory-built reactors are being deployed as "energy islands" for 

critical infrastructure. European Pivot: The Washington Post and The Hindu report that even Germany 

is re-evaluating its nuclear phase-out, while nations like Indonesia, Nigeria, and the UAE are accelerating 

their civilian nuclear programs to provide "base-load sovereignty" that is immune to maritime blockades 

(IAEA, 2026). 

The 2026 rupture has turned trade corridors into “survival corridors.” IMEC vs. Hormuz: The India-

Middle East-Europe Economic Corridor (IMEC), once a conceptual project, is now being treated as a 

“strategic bypass.” Financial Express and The Hindu Business Line report that the rail link from the UAE 

to Israel (bypassing Hormuz) is seeing 24/7 construction to provide a “kinetic-proof” land bridge for high-

value energy and cargo. China’s BRI Pivot: As noted in The South China Morning Post and World Bank 

Economic Review, China is responding by doubling down on the Pakistan-China Economic Corridor 

(CPEC) and the Central Asian Gas Pipeline. China is effectively trying to “land-link” its way out of 

maritime vulnerability, leading to a new “Great Game” for control over Eurasian land routes. 

 

Table 1:  Recent Trends in Crude Oil Price and the Event Trigger 

Date 

Brent 

Crude 

($/bbl) 

War 

Premium 

($) 

Event Trigger 

Feb-27 $82.40 $4.50 Pre-conflict buildup; failed diplomatic renegotiations. 

Feb-28 $96.80 $18.20 Commencement of Operation Epic Fury (US-Israeli strikes). 

Mar-05 $108.20 $22.50 IRGC confirms official closure of the Strait of Hormuz. 

Mar-09 $118.90 $28.40 
Accession of Mojtaba Khamenei; Decree of "Maximum 

Retaliation." 

Mar-12 $126.15 $34.20 Qatar’s Ras Laffan declares Force Majeure on LNG exports. 

Mar-13 $128.40 $36.80 
G7 Emergency Summit fails to secure "safe passage" for neutral 

vessels. 

Mar-14 $131.10 $39.20 
Insurance Total Halt: Lloyd’s suspends "War Risk" coverage for the 

Gulf. 

Mar-15 $134.50 $42.60 
Energy-Fertiliser Nexus Peak: Disruptions in Oman/UAE LNG 

facilities. 

Mar-16 $132.80 $40.10 
US/IEA Intervention rumours of a "Strategic Reserve Bridge" 

(Speculative dip). 

Mar-17 $135.90 $43.50 
"Mojtaba Offensive": Swarm-USV strike on Saudi tanker outside the 

Strait. 

Mar-18 $138.20 $46.80 
Global Stagflation Trigger: UN warns of "Nutrient Famine" as Urea 

prices peak. 

Source: Compiled from different sources 
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The 20-day trajectory from $82.40 to $138.20/bbl (Table 1)provides a high-frequency chronological 

mapping of the Brent crude price during the onset of the 2026 Iran Conflict, illustrating the collapse of the 

"Just-in-Time" (JIT) energy model and the emergence of a new "Geopolitical Floor" for global 

commodities. On February 27, the market existed in a state of "anxious equilibrium," maintaining a 

rational baseline by pricing in a modest $4.50 war premium for a "shadow war" scenario (Ayhan Kose, 

2026), but the commencement of Operation Epic Fury on February 28 triggered the single largest one-day 

price jump in history, surging to $96.80/bbl as the war premium quadrupled to $18.20, signaling that the 

Geopolitical Risk Premium (GRP) had detached from market fundamentals (Al-Ghais, 2026). By March 

05, as the IRGC confirmed the blockade of the Strait of Hormuz, the price breached the $108.20/bbl 

psychological barrier, representing a direct physical supply shock that was further exacerbated on March 

09 by the accession of Mojtaba Khamenei; his Decree of Maximum Retaliation served as a "sentiment 

catalyst" that pushed the price to $118.90 with a war premium nearing $30 (Khamenei, 2026). The crisis 

shifted from the battlefield to the ledger between March 12 and March 14, where the Ras Laffan (Qatar) 

Force Majeure drove prices to $126.15/bbl, signaling the realization that the crisis had paralyzed the global 

natural gas and fertilizer sectors—a situation compounded by the "Insurance Total Halt" from Lloyd’s of 

London, which proved that the global architecture lacks the insurance redundancy to survive a chokepoint 

denial (Birol, 2026; Haider, 2026). The final escalation to $138.20 by March 18 represents the peak of 

the Energy-Fertilizer Nexus, where the quantified link between LNG feedstocks and Urea production costs 

signaled a systemic collapse of the agricultural base (Knittel, 2026), rendering Strategic Petroleum 

Reserves (SPR) and the "Strategic Reserve Bridge" psychologically ineffective once physical "flow" was 

terminated (Birol, 2026). Consequently, three primary inferences are drawn: first, the rapid 67% price 

surge proves that modern supply chains have zero "slack," marking a permanent re-rating of global risk 

(Looney, 2026); second, with the War Premium accounting for 34% of the price, nations must move 

toward Energy Sovereignty by prioritizing localized production such as Green Hydrogen and SMRs (Puri, 

2026; Yergin, 2026); and third, the crisis establishes a "Climate Conflict" where short-term security needs 

force a re-pivot to coal, challenging long-term decarbonization goals (Stern, 2026). Ultimately, these 

shifts serve as an empirical record of a world forced from interdependency toward defensive, sovereign 

energy clusters (Yergin, 2026). 

 

Limitations, Policy Recommendations and Future Research Directions 

The 2026 Iran Conflict represents the most significant systemic rupture in the global energy order since 

the 1973 oil embargo. This research has demonstrated that the transition from "shadow warfare" to the 

conventional kinetic engagement of "Operation Epic Fury" has effectively terminated the era of secure 

maritime energy transit through the Persian Gulf. The synthesis of our findings reveals a three-tiered crisis: 

Market Rupture: The removal of 20 million bpd of crude and 20Per cent of global LNG has created a 

structural supply deficit that cannot be resolved through existing spare capacity in the U.S. Shale patch or 

non-OPEC+ members like Guyana and Brazil. Price Discovery Failure: As documented in OPEC 

Research Papers and the World Bank Economic Review, Brent crude's surge to $126/bbl is driven not just 

by physical scarcity, but by an unprecedented 800Per cent spike in maritime insurance premiums and 

algorithmic speculative trading. The Fertiliser-Agriculture Nexus: Perhaps the most critical finding is 

the "Third-Order" impact on global food security. The paralysis of Qatari and Iranian gas exports has 
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caused a 40Per cent collapse in global Urea production, directly threatening the 2026 Kharif harvest in 

Asia and the Global South, as highlighted in UNDP and UN reports. 

To mitigate the current volatility and prevent total systemic collapse, international bodies must move 

beyond reactive measures: The New Global Reserve Standard: The IEA and UN must redefine "Energy 

Security" to include mandated Strategic LPG and Fertiliser Reserves. The 2026 crisis proved that oil stocks 

alone are insufficient to protect industrial and agricultural bases. Maritime Neutrality Zones: Following 

UN Security Council precedents, there is an urgent need for a "Multilateral Maritime Security Protocol" 

to designate global energy chokepoints as permanent neutrality zones, enforced by a coalition of neutral 

naval powers, including the Indian Navy (expanding upon Operation Sankalp). Debt Relief for 

Importers: The World Bank and IMF should activate emergency "Energy Liquidity Facilities" for low-

income importing nations (e.g., in Africa and South Asia) to prevent sovereign defaults caused by the 

doubling of energy import bills. For nations like India, China, and the EU, the 2026 conflict is a mandate 

for "Energy Sovereignty": Infrastructure Bypasses: Rapid acceleration of land-based corridors, 

specifically the IMEC (India-Middle East-Europe Economic Corridor), to reduce reliance on the Strait of 

Hormuz. Aggressive Electrification: As suggested in British Petroleum (BP) Publications and The Hindu 

Business Line, nations must treat Rooftop Solar and Small Modular Reactors (SMRs) as defensive military 

infrastructure rather than just climate goals. Feedstock Diversification: Investing in "Coal-to-Gas" and 

"Green Hydrogen" technology to ensure that fertiliser production is decoupled from volatile Middle 

Eastern LNG markets (Ministry of Chemicals and Fertilisers, 2026). The primary limitation of this 

paper is the inherent volatility of the subject matter. Analysing a conflict that is currently in its kinetic 

phase (March 2026) means that data points regarding infrastructure damage and "Dark Fleet" movements 

are subject to change. While we have relied on high-frequency satellite telemetry and World Bank 

Research, the "fog of war" occasionally obscures the true extent of the blockade's duration and the IRGC's 

remaining asymmetric capabilities. As the conflict eventually moves toward a stabilisation phase, future 

research must focus on the "Peace Dividend" and the reconstruction of the Persian Gulf. Rebuilding 

Architecture: Investigating the role of neutral engineering giants from India Land T, Tata Projects) and 

China in the $500 Billion rebuilding effort of Iran’s energy grid. Geopolitical Realignment: Analysing 

whether the 2026 war permanently shifts Iran toward a closer "Eurasian integration" with the SCO 

(Shanghai Cooperation Organisation), effectively ending its decades-long focus on Western diplomatic 

recognition. The 2026 Iran Conflict has served as a brutal "stress test" for the global economy. It has 

exposed the lethal vulnerability of the maritime chokepoint model and accelerated a historic pivot toward 

Energy Sovereignty. While the immediate cost is measured in trillions of dollars and a global agricultural 

crisis, the long-term legacy of this "Rupture" will be a world that is more electrified, more localised, and 

fundamentally less dependent on the narrow waters of the Persian Gulf. 
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