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Executive Summary

The Persian Gulf has now entered a phase that goes beyond geopolitical tension or
temporary disruption. What is unfolding is a structurally unstable operating environment
in which energy infrastructure warfare, constrained maritime corridors, reduced
production, and an expanding military footprint are interacting to create a systemic shock
across oil, gas, LNG, and global shipping markets. The critical shift is no longer about
whether flows might be disrupted, but that they already are—physically, operationally,
and structurally.

At the core of this crisis lies a coordinated pattern of attacks on energy infrastructure
across Iran and the Arab Gulf states. These are not isolated strikes, nor symbolic
escalations. They represent a deliberate targeting of the Gulf’s energy export system.

Oil & Gas Production Under Constraint

The current state of oil and gas production in the Persian Gulf is defined not by reservoir
capacity, but by export paralysis. Across the region, upstream systems remain largely
intact, yet production is being forcibly curtailed at unprecedented levels due to the
breakdown of export routes, storage saturation, and targeted infrastructure strikes. The
result is a structural decoupling between what can be produced and what can be
delivered.

At the aggregate level, the scale of disruption is historic. Middle Eastern oil exports have
fallen by roughly 60—70%, dropping from over 25 million bpd in February to below 10
million bpd in mid-March. At the same time, total upstream production cuts across key
Gulf producers—Saudi Arabia, Iraq, UAE, Kuwait, and Qatar—are estimated at 8—10
million bpd of crude, with an additional 2 million bpd of condensates and NGLs shut
in. This represents close to 10% of global supply, marking the largest coordinated
supply disruption in modern oil market history.

Iraq illustrates the severity of the situation. Production has collapsed from approximately
4.3 million bpd to as low as 800,000 bpd, not due to field damage but because exports
through Hormuz are effectively blocked and storage capacity has been exhausted. This
highlights the central dynamic of the crisis: production is being dictated by logistics, not

geology.

Saudi Arabia has attempted to stabilize flows through its East—West pipeline to Yanbu
on the Red Sea, where exports have surged to around 3—4 million bpd. However, this
bypass route is constrained by pipeline capacity (roughly 5-5.5 million bpd) and growing
security risks, including drone strikes on Red Sea infrastructure. The conclusion is
unavoidable: Yanbu provides mitigation, not replacement.
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The UAE faces a similar reality. The Habshan—Fujairah pipeline, with capacity around
1.5—1.8 million bpd, has allowed partial bypass of Hormuz, but flows remain intermittent
due to port disruptions and security threats. Even where export infrastructure exists,
operational continuity is no longer guaranteed.

Iran itself is operating under dual pressure. While upstream production remains partially
intact, exports have been severely constrained by both military targeting risks and the
effective closure of Hormuz. At the same time, key assets such as South Pars have been
degraded, limiting gas output and regional supply flows. Iran’s export system is therefore
not destroyed—but it is strategically immobilized.

The LNG sector reflects an even more structural break. Damage to Qatar’s Ras Laffan
hub has removed a significant portion of global liquefaction capacity, while shipping
constraints further limit available cargoes. Unlike oil, LNG lacks flexible rerouting at
scale, meaning supply losses translate directly into global shortages.

The overarching conclusion is that the Gulf energy system is no longer functioning as an
integrated export engine. It is operating as a fragmented, capacity-constrained
network, where pipeline bypasses (Yanbu, Fujairah) provide only partial relief, and
where export capability—not production potential—defines output.

In this environment, the key risk is not further production loss, but the persistence of
export disruption. If Hormuz remains constrained, shut-in production will increase,
storage pressures will intensify, and the gap between nominal and effective supply will
widen further. The Gulf is not running out of oil and gas—it is running out of ways to
move it.

Overview of Confirmed and Credible Energy Infrastructure Strikes
Iran (Upstream and Export Backbone Under Pressure)

e South Pars Gas Field / Asaluyeh Hub (18 March): partial shutdown of the world’s
largest gas field; ~12% of Iranian gas production impacted; exports to Iraq halted

e Qeshm Island (water-energy nexus): desalination and supporting infrastructure
hit, highlighting expansion of target scope

o Kharg Island (not yet directly hit but highly exposed): handles ~90% of Iranian
oil exports; remains the most critical escalation trigger

Strategic implication: Iran’s system remains operational but degraded. A direct hit on
Kharg would effectively remove Iran from export markets.

Qatar (Global LNG System Shock)
o Ras Laffan Industrial City: missile strikes causing fires and shutdowns at

liquefaction trains
o Significant LNG export capacity offline; long-term recovery expected
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Strategic implication: First structural disruption of global LNG supply hub; immediate
tightening of global gas markets.

Saudi Arabia (Export System Under Dual Pressure)
o Ras Tanura: drone strikes causing fires and temporary export disruption
e SAMREF (Yanbu, Red Sea): refinery hit, briefly halting loading operations
o Shaybah field: attempted drone strikes (intercepted)

e Eastern Province infrastructure cluster: repeated targeting attempts

Strategic implication: Saudi Arabia’s Red Sea bypass via Yanbu is operational but no
longer secure. The assumption of a safe alternative corridor is broken.

United Arab Emirates (Operational but Stressed)
o Habshan gas processing complex: temporary shutdown following missile
threats/interceptions

e Preventive shutdowns across gas infrastructure

Strategic implication: Pipeline redundancy (Habshan—Fujairah) remains intact, but
operational continuity is increasingly fragile.

Kuwait (Refining Hub Disruption)

e Mina al-Ahmadi refinery: drone strike, fire damage
e Mina Abdullah refinery: similar impacts

Strategic implication: Refining capacity disrupted with limited export flexibility.
Bahrain (Peripheral but Critical Node)
o Refining/export infrastructure: force majeure declared

Strategic implication: Even smaller nodes are being systematically degraded.

The pattern is unmistakable. The conflict has entered an energy infrastructure war
phase, targeting:

e upstream production (Iran)

e LNG export capacity (Qatar)

o refining clusters (Kuwait, Bahrain)

e export corridors (Saudi Arabia, UAE)

The objective is not destruction—it is export disruption.
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This is already translating into production impacts. Iraq illustrates the systemic
vulnerability: production has collapsed from ~4.3 million bpd to around 800,000 bpd, not
due to infrastructure damage, but because exports via Hormuz are blocked and storage is
full. This is a critical insight—production capacity is irrelevant without export
capability.

Saudi Arabia has partially mitigated the shock by ramping up flows through its East-West
pipeline to Yanbu, with exports nearing 4 million bpd. However, even under optimal
conditions, bypass infrastructure cannot replace Hormuz. Estimates suggest 13—14
million bpd of supply could be removed in a prolonged disruption scenario.

Gas markets are under even greater stress. The damage to Ras Laffan has structurally
reduced LNG supply, with losses expected to persist for years. Global LNG balances
have tightened sharply, with prices surging and early signs of demand destruction
emerging in Asia. This has immediate consequences for LNG as a maritime fuel,
undermining both availability and price stability.

The Strait of Hormuz remains the central choke point, but its role has changed. It is no
longer a binary open/closed corridor. It is now a controlled-access maritime zone,
where passage is selective, conditional, and exposed to military escalation. Even limited
transit does not equate to operational normality.

The maritime sector is already absorbing the shock. Vessel congestion, rerouting, and
delays are widespread. Thousands of seafarers remain effectively stranded in the region.
Freight rates have surged, reflecting both reduced vessel availability and increased risk
premiums. Operational costs are escalating rapidly due to longer routes, security
measures, and uncertainty.

Bunkering markets are fragmenting. Fujairah remains a key hub, but its role is shifting
from a volume center to a strategic buffer node. Availability is no longer determined by
supply alone, but by access, timing, and security. LNG bunkering is particularly exposed,
as supply disruptions and price volatility undermine its viability as a transition fuel.
Shipowners are increasingly prioritizing fuel flexibility and security over cost
optimization.

Overlaying these developments is a significant expansion of US military presence.
US Military Deployment — Current Status and Near-Term Outlook
Current (Confirmed):
e Approximately 4,500 additional US troops deployed to the region
o Expansion of Prince Sultan Air Base (Saudi Arabia) as a forward operating hub

e Increased naval presence near the Strait of Hormuz
o Deployment of advanced air and amphibious assets
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Strategic posture:
Prepared for both maritime security operations and potential strikes on Iranian energy
infrastructure.
Escalation indicators:
o Continued US threats against Iranian energy assets

o Expanded base access granted by Gulf states
o Drone attacks targeting US-linked infrastructure in the region

BWS Foresight — Next Days to One Week
Scenario 1: Controlled Instability (Base Case)

e Continued selective transit through Hormuz

e Ongoing production constraints

o Elevated but stable oil and LNG prices
Implication: System remains functional but fragile.

Scenario 2: Managed De-escalation

e Limited reopening under naval escort
o Partial stabilization of flows

Implication: Relief in markets, but structural damage persists.
Scenario 3: Maritime Escalation

e Direct US-Iran confrontation

e Mining of Hormuz or strikes on Kharg Island

o Potential Houthi expansion into Bab el-Mandeb

Implication: Severe global supply disruption; full rerouting of shipping.

BWS Foresight — US Role (Next 2 Weeks)
Controlled Build-Up (Base Case):

e Increased escorts and air defense
e Focus on securing maritime corridors
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Pre-emptive Energy Strike (High Impact):
o Targeting of Iranian export infrastructure (Kharg, pipelines)
Maritime War Phase:

o Coalition naval operations
e Direct confrontation with IRGC naval forces

BWS Bottom Line
The Persian Gulf crisis has crossed a critical threshold. It is no longer a geopolitical risk
overlay—it is a structural disruption of the global energy and maritime system. Energy
infrastructure is being systematically targeted. Maritime corridors are operating under
military control. Fuel availability is becoming a geopolitical variable.
For shipping, bunkering, and LNG markets, the implications are immediate:

o fuel supply is uncertain

e routing risk is structural

o operational resilience is now the primary strategic requirement

The system is still functioning—but only just.
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