powerffrlq v vhen it hits. = ; ‘
k“.@aa zing ltSlnternaL oes llttﬁelp‘understand its
eff gts across thes v'- track or m€W|der area surrounding it
* The huri’fcane is part'of a larger process




The Iran War: A
World-Changing
Event

e ~20 mb/d (~20% of global supply) disrupted
-> systemic shock

¢ Qil = lifeblood; chokepoint risk (Hormuz) long
known, now realized

. Not just military: insurance, crews, logistics
- flows slow; ~2 months to normalize even if
conflict ends

. Damage extends beyond barrels = loss of
confidence, shifting trade flows, higher
strategic stockpiles

. System unlikely to revert; diversification,
electrification, efficiency accelerate

. Knock-on effects: fertilizer (gas/LNG

dependent), food yields, and agriculture
under pressure

. Diesel tightens quickly = impacts transport,
mining, farming, supply chains

e  Water risk: desalination dependence in Gulf
-» potential humanitarian crises

+ Bottom line: not just energy disruption— The most consequential military, geopolitical
whole-system stress on the global economy . . .
and economic blunder in modern history



Game of Drones: The New World Disorder

U.S. has clear objectives (missiles, navy,
nuclear, proxies, oil flows)—but lacks a
coherent “how”

Industrial firepower vs. Iran’s asymmetric
model: cheap drones, missiles, fast boats

Result: war of attrition with disproportionate
costs on the U.S. side

Drone warfare enables scalable disruption—
low cost, decentralized, widely accessible

Power shifts: smaller actors can impose major
costs; control and stability erode

Iran war didn’t create this—it exposed a
structural shift

Disorder isn’t temporary—it’s becoming the

system

“Before entering into a war you really need to
understand the nature of the war. And I’'ve got a
strong sense that the Americans don’t
understand the nature of the war.”

Steve Jermy, retired Royal Navy Commodore



https://www.julianlewis.net/essays-and-topics/3843:book-review-strategy-for-action-2013-12-04

Strait of Hormuz Transits (Vessel Count) 1 Feb 26 - 25 Apr 26

Shipping Overview
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Shipping remains constrained but stable across the region.

Hormuz traffic is reduced and re-routed with vessels favoring
Omani waters over the main channel.

No recent attacks but persistent mine risk and intermittent
navigation interference.

Naval presence and enforcement in the Gulf of Oman
reinforces a cautious operating environment.

Bab el Mandeb and Gulf of Aden steady despite ongoing
rhetoric.

This is not a shutdown—but a managed, risk-adjusted flow
system operating below normal capacity.




The U.S. Blockade
is marginally
effective

* The U.S. blockade is partially
effective but far from decisive.

* It has increased friction—raising
costs, slowing flows, and
deterring some shipping—but has
not stopped Iranian exports.

* Workarounds via coastal routing,
shadow fleets, and legal transit
corridors continue to move
barrels.

* The result is a degradation of
supply efficiency, not a
shutdown.

* Asa pressure tool, it is
incremental and slow-acting, and
materially weaker than the
systemic impact of broader
chokepoint disruption in Hormuz
itself.




Current state of
the lran—Gulf
conflict Al

FLOW DISRUPTION
Happening Now

¢ Mainstream: flows normalize
when tensions ease

* Reality: disruption is already here
CUMULATIVE

* Production and shipping have ‘ LOST SUPPLY
been interrupted Bt A
* These are not on/off systems— /J\ - —— %
they don’t restart cleanly aml ) : B o\ o S
* Time has already been lost o D e SR
. LR ~ * : /\ SYSTEM X X
. Even after Sh|pp|ng resumes, ] INDUSTRY X L)\ impacts By S, TRANSPORTATION

supply lags by ~2 months

o Lt o L) - ovGeR ecouER : i
. 1 billion barrels of production is Losiscs ’ e

gone
* Lost supply does not come back

» Thisis cumulative, not temporary  ®  Flows are more important than production,

* The system impact is large and
persistent fOI’ now

* The outcome of the war is uncertain; its
global impact is more certain--it’s more about
how bad than whether



This isn’t a price problem—it’s a physical
shortage. And it’s a rate problem.

* No historical precedent for a sudden loss of
~11-13 million b/d of oil supply.

THIS ISN'T A PRICE PROBLEM.
IT'S A SUPPLY SHOCK.

STRAIT OF HORMUZ DISRUPTION

If it opens after April, we've crossed
too deep into the Rubicon.

* Market-driven demand destruction has never
approached ~12% of global demand

e Even the 2008 financial crisis saw far smaller
demand declines

* The 1980-83 demand drop (~10%) unfolded
over 3 years—not instantly

LARGEST OIL SUPPLY OUTAGE
in the history of the oil market
by a magnitude of

NO PRICE FOR OUTRIGHT SHORTAGES

Fundamental market theories
no longer apply here.

-~ CLOSED

M&TILFURTHI%RNDTIEE =\

e If Hormuz stays disrupted, the market doesn’t {777)) At nns oot rue, Rt

) @
clear with higher prices; it breaks. G

KXY NO MARKET.

A THIS IS NOT A NORMAL MARKET DYNAMIC.
& JUST SCARCITY.

THERE IS NO PRICE THAT CAN FIX A PHYSICAL SHORTAGE.

* There’s no model for losing ~12% of global
supply overnight. Rebalancing only happens
through forced demand destruction.

The rate of global supply loss is 99x greater than during the Iranian Revolution oil shock

Global Supply Supply Lost | Share of Global Mol e Daily Supply Loss | Daily Supply
{(mmb/d) {mmb/d) Supply y {(mmb/d) Loss (%)
1978-79 Iranian Revolution 64 5.25 8% 6.0 182 0.03 0.04%
2026 Iran War 101 20 20% 0.2 7 2.86 2.83%
99x 63x




Base Oil Case (50%)

Base Price

Hormuz transit normalizes by December
Prolonged disruption of flows, not just
production

Inventory draws accelerate thru 2026
Brent $110-5140 with sustained
volatility & structural risk premium
Demand destruction of 1-2 mmb/d by
2027; prices fall into the low $S100s
Global GDP falls 1.5-2.5% below baseline
Asia hit hardest & Europe industrial
slowdown accelerates

US slows materially

Key takeaway: flows are constrained
long enough that no cyclical reset
occurs, : supply remains tight but the
economic system balances at a lower
level of energy throughput

Brent ($)

GDP Impact (%)

140 A

135 A

130 A

125 A

120 A

115

110 A

105

100 A

—0.50 1

—0.75 A

—1.00 A

—1.25 A

—1.50 A

-1.75 A

—2.00 A

—2.25 A

—2.50 A

Base GDP




Base LNG Case (50%)

Flows normalize by December but the system

Base LNG Price

remains constrained 50

Qatar exports are disrupted long enough to
tighten global LNG balances

N
+]
L

N
o
!

Shipping stretched—Ilonger routes reduce
effective cargo availability

LNG ($/MMBtu)
N
FS

N
N
L

Europe and Asia compete for marginal supply,
driving regional price divergence (518-

N
o
L

$30/MMBtu) but falling to the $20s later

Industrial demand destruction becomes
visible: fertilizers, chemicals, and heavy

industry cut output 050

Coal and fuel substitution increases, but offers
limited relief

|
=
N
%)

|
=
w
o

Power systems are strained in LNG-dependent
regions

Global GDP falls ~1-2% below baseline.
Europe most exposed followed by Japan,
Korea & India

LNG interacts with oil to reduce GDP 2-3%

GDP Impact (%)

|
=
~
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|
g
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Base GDP
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Scenario Comparisons

Optimistic Price
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Hormuz is not an
energy shock. It’s
a system shock.

Losing ~20% of global oil and gas is like losing
20% of blood supply—everything is affected

Diesel underpins global trade: shipping,
trucking, rail, agriculture, construction, and
infrastructure

Jet fuel and gasoline power mobility: aviation,
tourism, business travel, and daily transport

Natural gas is foundational: electricity,
heating, manufacturing, data centers, plastics,
and industry

It is also the feedstock for nitrogen fertilizers
(ammonia, urea)

Fertilizers determine food supply: crop yields,
livestock feed, and rural economies

Naphtha feeds petrochemicals: plastics,
solvents, fertilizers, and agrochemicals

Sulfuric acid is essential for mining and mineral

processing—especially copper

Helium is irreplaceable: semiconductors, Al
hardware, aerospace, defense, and medical
systems

This is not just higher prices—it is stress across

the entire economic system

THE HORMUZ CRISIS

A SYSTEMIC SHOCK TO THE GLOBAL ECONOMY

TRANSPORTATION
HOUSEHOLDS &
& LOGISTICS %ﬁ DAILY LIFE
- ENERGY & POWER
ECONOMY & \ / ﬁ ENVIRONMENT &
MARKETS / Q‘, CLIMATE
\ i‘, / N7

PERSIAN GULF
EXPORTS
INFLATION & THROUGH THE AGRICULTURE &
COST OF LIVING =5 N STRAIT OF HORMUZ —— LIVESTOCK
@ PETROLEUM
\ g CONSTRUCTION &
& INFRASTRUCTURE

& NATURAL GAS
CHEMICALS & E AEROSPACE &
INDUSTRY DEFENSE

MANUFACTURING & MEDICAL &
SUPPLY CHAINS SEMICONDUCTORS & HEALTHCARE
ELECTRONICS

FOOD SECURITY

0 ONE CHOKEPOINT. GLOBAL IMPACT. © ‘

Disruption in the jtratt gf Hormuz threatens ENERGY ECONOMIC NATIONAL HUMAN
every system we depend on. SECURITY STABILITY SUPPLY SECURITY WELFARE

HORMUZ ISN’T JUST AN OIL ROUTE. IT’S A LIFELINE.
SECURE THE STRAIT. SECURE OUR FUTURE.



THE HORMUZ CRISIS: A SYSTEMIC SHOCK TO THE GLOBAL ECONOMY
BEYOND PRICES. BEYOND INFLATION. EVERYTHING.

\ ENERGY & POWER

A

« Fuels transportation

« Generates electricity
« Powers industry

« Supports modern life

TRANSPORTATION
& LOGISTICS

™
iy

« Jet fuel, diesel, bunker fuel
« Global shipping & freight

« Higher costs, supply delays

« Aviation & travel impact

» Drives GDP & corporate profits
stocks, bonds, FX

* Increases volatility & risk

» Weakens consumer confidence

* Affe

PERSIAN GULF
EXPORTS
THROUGH THE
STRAIT OF HORMUZ

@ PETROLEUM

+ Food, housing, transportation

* Erodes purchasing power : .
\ {

FOOD SECURITY

» Ammonia & Urea are
essential fertilizers

* Support global crop yields

« Protect food supply

* Prevent famine & unrest P

CHEMICALS & IND
» Ammonia is a building block
for thousands of products
« Plastics, fibers, explosives,

pharmaceuticals, resins

ICSTRY

LA

« Enables modern industry

HOUSEHOLDS & DAILY LPNG

(i)

[Q

« Heating, cooking, cooling

+ Running water, lighting

« Appliances, vehicles

« Quality of life depends
on stable energy

ENVIRONMENT &

CLIMATE

« Natural gas displaces
coal in power generation

* Supports cleaner energy
transition

* Aids in emissions reduction
technologies

AGRICULTURE & LIVESTOCK

* Ammonia & Urea feed crops
« Support livestock feed

« Protect yields & food supply
« Sustain rural economies

CONSTRUCTION & INFRASTRUCTURE

— « Fuels heavy machinery
m
el
==d

« Produces steel, cement,
asphalt

« Builds cities, roads,
bridges, ports.

4 AEROSPACE & DEFENSE
n « Helium pressurizes rockets,
A | % !!| missiles, & satellites
3 Ah  * Fuels defense systems
« Critical for national security

& space programs

* Fuels production lines

» Suppor
* Disru

every

ju

sector

st-in-time systems 4

ion ripples across

« Factories slow, goods delayed

ONE CHOKEPOINT.
GLOBAL IMPACT.
Disruption in the Strait of
Hormuz doesn't just raise
prices — it threatens the
systems we all depend on.

A

ENERGY
Security

i SEMICONDUCTORS &E

CTRONICS
« Helium cools chip fabrication tools
« Enables semiconductors,
fiber optics, displays \
» Powering Al, phones,
computers, defense systems
* No chips, no modern economy

, * Supr

MEDICAL & HEALTHCARE
* Helium cools MRI machines
* Enables advanced medical

« equipment & research
ts hospitals
& life-saving care

ail |
ECONOMIC

Stability

ad

R

INDUSTRIAL

Supply Production

TECHNOLOGICAL
Innovation

NATIONAL
Security

HORMUZ ISN’T JUST AN OIL ROUTE. IT’S A LIFELINE.

SECURE THE STRAIT. SECURE OUR FUTURE.

!
HUMAN
Welfare




Comparative inventory is a key

calibration for oil price movements

Inventories usually move Inversely to oil prices
Except under extreme supply stress when levels still constrain the move
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Financial markets and physical markets are telling us different aspects of the same thing--it’s
not that one is right and the other is wrong.

Markets aren’t ignoring risk: they’re pricing it within comparative

inventory constraints

Markets aren’t ignoring risk. They’ve already priced ~$30 of it.
Inventories say $70. Spot says $99.
Markets are saying: “no deficit, no price spike"
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Just because we may feel the risk is greater than financial markets reflect doesn’t mean that
the markets are wrong. We have to understand what they measure.



Financial markets evaluate the very near term. It’s not right or wrong. That’s what they do.
There’s no money in the forward curve out more than 6 months---that’s what people miss.

The back end of the curve isn't "lying" to us
There is zero liquidity after December 2027 and only 5% after December 2026
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The U.S. is a net exporter of energy:
statistically true and deeply misleading

U.S. a “net energy exporter since 2019”

‘ A heat-equivalent metric that masks dependence on imported crude
3
Energy
Exports
2 2 ﬂ' Energy
o~ |
3 Imports
£ v Crude
g1 Imports
@
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Net
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Source: EIA and Labyrinth Consulting Services, Inc.
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Monthly Updates/MER/Table_1.1_Primary_Energy_Overview

This lumps oil, refined products,
gas, coal, & electricity into a
single heat-equivalent metric

It ignores varying importance &
end uses

It ignores the reality that the
U.S. is heavily dependent on
crude oil imports

It ignores that oil is not just
another energy source: it is the
economy in many ways.

When it slows, everything slows,
bends or breaks depending on
rate & magnitude




The U.S. is not a net exporter of oil:

Net exports are NGLs and refined products

The U.S. is mostly a net exporter of natural gas liquids

ofBarrels Per Day

3 Net NGL Imports
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This is the
reality that
the “net

exporter”
narrative
conceals

The U.S. imported 6.3 mmb/d of crude oil in 2024 and 2025
and exported 4.0 mmb/d

Millions of Barrels Per Day

Ml artberman.com

Source: EIA and Labymith Consulting Services, Inc. Monthly Updates/Net Imports of Crude Oil and Petroleum Products



Not All Oil Is The Same

Middle Eastern oil sits in the “sweet spot” —

11 € A~ ~ = nnt
U.o. CTudce iS5 NoL

R At L e e e R e
A y Canada - Mexico -
— May
SOUR&HEAVY . : 3 RIESFESTSIL S Lot
Higher sulfur, e 3 . T . &SOUR
harder to refine @ — Venezuela " Middle East - '
3.0 " U.S. offshore oil
© Basrzh
M100 —_
2;:‘ ®  Napo @- Arab Medium
= — ‘. : @— Southern Green Canyon
'O_E 20 - O-EO — Arab Light
> 2%
n HEAVY BUT Ecuador - Colombia ", @ —wrs LIGHT
SWEETER Oriente —@ . & SWEET
', Alaska el
Lower sulfur, . ANS k2t
1.0 but still heavy 0 ==y
Angola a5 EEHZH U.S. onshore o
Dalia — Brent ) ol 5 @— WTI Midland
v Eagefod —@ © @——— WnlLight
0.0
S 0 10 20 30 40 50 60
Heavy < API Gravity =) Light
Hig [ Sweet spot = low sulfur +

good API = easier, cleaner,

Mmore valuabie

Crude oil varies by weight (API gravity)

Not All Oil |

s the
Same * U.S. oil is mostly too light

e Persian Gulf oil is “just right” meaning it’s refinery-ready

Refineries are designed for specific crude slates

Most refineries need medium—heavy crude

Venezuela-Mexico oil is too heavy



How Different Crude Oils Become Fuels

Crude Oil

U.S. Oil

Light, sweet
(low sulfur)

p-
Middle East Oil
Light to medium,
sweet

(low sulfur)

L

-
Canada -

Venezuela Oil

Heavy, sour
(high sulfur)

-

y

Sweet = low sulfur (easier to refine)

Sour = high sulfur (harder to refine)

Source: Valero

Refining Process
(Distillation Tower)

90-220°F

220-315°F

315-450°F

Intermediate
Products

Natural Gas
Propane, Butane

Light Naphtha

Heavy Naphtha

Kerosene

Diesel /
Gas Oil

Heavy Gas Oil

Residual Fuel Oil

/ Asphalt

|

Different crude oils have different properties.

Refineries separate them into products we use every day.

}

Final Products

Fuel Gas
Propane
NGLs

Gasoline

Gasoline
Petrochemicals

Jet Fuel
Kerosene

Diesel

Diesel
Heating Oil

Marine Fuel
Bunker Fuel

Asphalt
Road Oil

>»

©=0-
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U.S. SHALE OIL
(LIGHT, SWEET)

High API Gravity
Low Sulfur

YIELDS MORE
GASOLINE & LIGHT PRODUCTS

[=—) el L =
'ed 054 N=d b= b=
/e o ™\ |

Less diesel per barrel

U.S. production is
dominated by
light shale oil

Refineries are
optimized for
heavier crude

The U.S. Produces Oil—But Not the Right Kind

IMPORTED CRUDE

(HEAVIER)

& | b

Light oil yields too much * Lower API Gravity

gasoline, not enough
diesel

Blending and
upgrading add cost
and complexity

Imports fill the gap
in crude quality

Higher Sulfur

YIELDS MORE
DIESEL & DISTILLATES

More diesel per barrel

The constraint isn’t volume. It’s quality.




Q0006

This Is Really About Diesel

Diesel powers freight, LIGHT CRUDE L‘g’;f:;g;%ﬁ HEAVY CRUDE
agriculture, mining, (High API) (Per Barrel) (Low API)
and industry
~50-60% Gasoline & ~20-30%
Heavy crude ) tagirhe _—
yields more diesel
and distillates An=ncw >r Jet Fuel / ~10-15%
) nerosenes -
Light crude
yields more gasoline Diesel &
, ~5-10% !&
and light products X Heating Oil
E3
You can’t scale diesel Eo 144 | Residual Fuel / 10-20%
. ——r (+] ’ ~ —_
outpgt without ae é Asphalt i
heavier crude

@ No diesel, no economy.




Different crudes. Different results. One economy that depends on diesel.

THREE VERY DIFFERENT CRUDES WHAT THE WORLD NEEDS

FUEL GAS / LPG "

GASOLINE coiomcmiin
] é
’ , -
i e
—

Light, sweet
High AP, low sulfur
- Gasoline-heavy

REFINERY : T
MIDDLEEASTOIL | K WSy || "
R Medium, sweet 2 *AIMEDIUM GRAVITY,
A A Optimal balance MANAGEABLE DIESEL & DISTILLATES

L 2Disvelits o SULFUR) (The Engine of the Economy)

CANADA /
VENEZUELA OIL
n..  Heavy, sour
E.\; Low API, high sulfur
/"7, Diesel-rich but
complex ’ &

A
Y. RESIDUAL FUEL / BUNKER FUEL il

ENERGY MARKETS DON’T RUN ON BARRELS.
THEY RUN ON THE RIGHT BARRELS.

FY

4 The Global System Runs on the Right Oil—Not Just More Qi

ASPHALT / ROAD OIL Q ‘ o
> ~

\

THE REALITY

')
\V

@

Too much light oil
means too much
gasoline, not
enough diesel.

The sweet spot
delivers balanced,
efficient yields.

. Heavy crude

delivers diesel
— but needs more
complex refining.




The Race to the
Bottom

* Signals of industrial twilight:
deindustrialization, grid stress,
financial strain, rising conflict

* Growth tied to energy/material
throughput—if extraction slows,
growth stalls = decline

* Civilization rests on four pillars:
cement, steel, plastics, ammonia
(food system)

* Steel & cement depend on coal;
no scalable substitute at current
industrial intensity

* Coal still rising but growth slowing
- inconsistent with strong global
growth

* Key pillars weakening: steel &
cement down, fertilizer flat, plastics
below peak = rising systemic risk

4.0
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Normalized World Production Volumes
P

10
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Source: USGS, Our World in Data, Statista, & Labyrinth Consulting Services, Inc.

The four pillars of modern civilization have reached production limits
Steel and cement are declining
Fertilizer is flat and plastics remain below peak despite a rebound
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Diesel powers the material economy

Global Diesel Consumption Has Plateaued
A Signal of Slowing Global Growth
Forecasts suggests this will continue through at least 2030

2821 28.26

Diesel Consumption
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Source: EIA, IEA, & Labyrinth Consulting Services, Inc. EIA International/DIESEL CONS WITH IEA FORECAST THROUGH 2030_JAN 2026

Energy underpins
everything; diesel powers
the material economy

Fuels extraction,
agriculture, and global
transport (ships, rail,
trucks)

Global diesel demand

~flat since 2017 - key
signal of slowing growth

Forecasts show little
change through decade

Takeaway: material
expansion is stalling/end
of growth phase



Renewables in The New World Disorder

Renewables scaled in a unique era
of surplus: cheap energy,
globalized supply chains,
abundant capital

That surplus is eroding—Covid,
Ukraine, and rising costs exposed
fragility and weak returns

Net Zero added complexity and
timelines often detached from
industrial reality

Renewables depend on the fossil
system (diesel, gas,
petrochemicals, shipping) to exist
Hormuz-type shocks hit both fuel
supply and the ability to build
alternatives

System priority shifts from
transition to survival: energy
security, food, infrastructure
Renewables persist—but the
“golden era” conditions that
enabled rapid scaling are fading

Capacity of Chinese solar exports (GW)
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Exports of PV panels, cells .
and wafers double to 68 GW > 68 GW

Cells and wafers
driving the surge
and setting

new records
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Cumulative discounted cash flow ($/kW, 6% real)

Renewables Were Not Commercial at Scale Before the Iran War
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1 GW Solar/Wind With Storage and Backup:
Cumulative Discounted Cash Flow per kW at 6% Real, $50/MWh
All costs upfront, no opex
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Wind opt
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When wind and solar must carry
full system costs, their economics
unravel.

At ~S50/MWh wholesale, wind &
solar struggle to achieve positive
discounted returns

Solar fails to reach payout even
under optimistic assumptions
Wind only breakevens on a
discounted basis after ~35 years
Economics deteriorate once they
must carry full system costs
(storage, backup, grid)

Long payback + high upfront capex
= poor fit for capital-constrained
environments

In fragmented systems, financing
and scaling become even harder



I Complexity’s Revenge: Electric Power and Al

Al data centers are in trouble
U.S. dispatchable electricity has fallen since 2007

: Coal's structural decline only partially offset by natural gas
Projected
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U.S. has less dispatchable power
than mid-2000s - problem for
24/7 Al loads

Since 2022: only gas + solar up;
coal declining, nuclear/hydro flat,
wind stalled

Natural gas = default
(dispatchable, scalable, existing
infrastructure)

Alternatives don’t fit timeline:
nuclear too slow/expensive;
renewables need major backup;
coal no comeback path

Gas supply growth likely to slow
through 2027 (EIA) = limited
near-term relief

Result: tightening power supply vs
surging Al demand = structural
constraint

The interconnection queue is the
grid’s choke point.



THE HORMUZ CRISIS: A SYSTEMIC SHOCK TO THE GLOI
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The framework has shifted—from supply
vs demand to flows vs stocks and

+ Helium cools chip fabrication tools
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