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DISCLAIMER
This white paper is provided for informational and analytical purposes only. It does not
constitute legal, financial, investment, or policy advice, nor should it be interpreted as an
endorsement of any government, institution, or commercial entity. The views expressed
reflect independent analysis based on publicly available information and do not
represent the official position of any government, organization, or client.

Readers should conduct their own due diligence and consult appropriate professional

advisors before making policy, investment, or strategic decisions based on the material
presented.
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FOREWARD.

HOW POWER REALLY SHIFTS

FOREWORD i Eower r.arely shifts aII. at once. In the modern

. international system, it seldom moves

HOW POWER REALLY SHIFTS through conquest, treaties, or dramatic
declarations. It moves quietly—through
markets, logistics, infrastructure, insurance
models, and assumptions that slowly stop
working. This white paper was written to
examine one such shift.

At first glance, Greenland appears irrelevant
to the Middle East. It is geographically

o ; distant, politically peripheral to regional
affairs, and culturally disconnected from Arab and Islamic societies. Yet in a global
system shaped by energy flows, trade routes, financial risk, and military deterrence,
physical distance no longer determines strategic relevance. What matters is how
systems connect—and how risk is priced across them.

Global energy markets alone illustrate this transformation. More than 80 percent of
global oil consumption and over 70 percent of LNG trade are priced through forward
markets and derivatives, not spot delivery, meaning expectations and perceived
redundancy shape outcomes long before physical supply changes occur.” In this
environment, geography matters less than credible alternatives.

GREENLAND AND STRUCTURAL POWER

A Greenland deal—formal or informal—does not redraw borders or announce a new
world order. Its significance lies elsewhere. It alters the underlying architecture that
supports global stability. By expanding redundancy in energy supply, introducing
alternative trade pathways, diversifying access to critical minerals, and reinforcing
security frameworks built around resilience rather than disruption, Greenland becomes
structurally important without ever becoming politically dominant.

Even marginal diversification has outsized effects. Historical evidence from energy
markets shows that the announcement or early development of alternative supply
geographies can reduce price volatility years before production begins.? Arctic access
contributes to this effect not by volume, but by optionality—weakening the assumption
that global systems depend on a narrow set of regions remaining perpetually stable.
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These changes are gradual, cumulative, and easy to underestimate. Yet their
consequences are profound.

THE MIDDLE EAST AND THE SCARCITY PREMIUM

For decades, the Middle East has occupied a central place in global strategy because
scarcity amplified its influence. Concentrated energy production, shipping chokepoints
such as the Strait of Hormuz and the Suez Canal, and persistent regional volatility
embedded risk directly into pricing structures. At various points, nearly 20 percent of
global oil supply transited a single chokepoint, creating systemic exposure that markets
could not easily hedge.?

Disruption carried a premium. Markets, insurers, The Middle East has

and governments priced Middle Eastern risk occupied a central

accord?ngly. War-.risk insurance, e.n.ergy futurejs, place in global

sovereign borrowing costs, and military planning all

reflected the assumption that instability in one strategy because

region could cascade globally. scarcity amplified its
influence.

This paper argues that as redundancy increases,
the economic logic that once amplified scarcity-driven influence begins to weaken.

FROM SCARCITY TO CONDITIONAL INFLUENCE

Influence does not disappear—but it becomes conditional. Geography matters less than
performance. Reliability matters more than capacity for disruption. Stability becomes the
primary source of leverage, not unpredictability.

This is not an argument that the Middle East is declining. Nor is it an argument that
Greenland replaces it. Such zero-sum framing misunderstands how modern power
works. What is happening instead is a recalculation of relevance—one driven first by
markets, then by insurers, then by capital allocation, and only later by ministries and
militaries.

Financial systems move faster than diplomatic systems. Insurance reprices risk before
armies reposition. Capital flows anticipate political outcomes rather than waiting for
them. Swiss Re data show that insurance repricing following perceived diversification
often precedes policy response by multiple years, particularly in energy and maritime
risk models.*

In this environment, understanding how power is priced matters as much as
understanding where it resides.
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the Middle East has occupied a central place in global strategy because scarcity
amplified its influence.

REDUNDANCY AS A FORCE MULTIPLIER

A Greenland deal—whether formalized through treaty or realized through de facto
integration—does not transfer sovereignty or immediately reshape global politics. Its
impact is more consequential precisely because it is structural rather than dramatic. By
anchoring Arctic access, energy diversification, mineral supply chains, and security
coordination within U.S. and allied frameworks, Greenland functions as a force multiplier
for redundancy across global systems.

REDUNDANCY WEAKENS SCARCITY — AND REPRICES POWER
Scarcity has long been one of the Middle East’s hidden strategic assets.

As redundancy expands, energy price volatility compresses, shipping risk premiums
moderate, and the economic payoff of disruption erodes. Over the past decade,
increased diversification in energy supply has already reduced the frequency and

- duration of extreme price spikes
By anchoring Arctic access, compared to the 1970s—1990s period,

energy diversification, despite higher absolute demand.?
mineral SuPpIy Chams’ and Military power correspondingly shifts in
security coordination within  character. Coercion yields to protection.
U.S. and allied frameworks, Missile defense, infrastructure security,

f ] and system integration matter more than
Greenland functions as a shock and intimidation. Security value

force multiplier for accrues to those who keep systems
P
redundancy across global running, not those who threaten to stop
them.
systems.

CONDITIONAL RELEVANCE AND STRATEGIC CHOICE
The Middle East is not displaced. But it is no longer indispensable by default.

Relevance must now be earned through stability, integration, and performance—
conditions that reward foresight, investment, and institutional resilience. For regional
actors, this shift carries both risk and opportunity. Those who recognize it early can
position capital, infrastructure, and policy to benefit from the transition. Those who do
not will discover that leverage fades quietly, long before it disappears publicly.
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This paper is intended to inform, not alarm; to clarify, not prescribe ideology. Its
conclusions are structural, not partisan. For Arab and Islamic societies navigating a
period of accelerating complexity, the central question is not whether change is
coming—but who is prepared to profit from it.

The sections that follow examine this shift structurally—beginning with the global
variables that shape all subsequent outcomes.

A Greenland deal—
formal or informal—
does not redraw
borders or announce
a new world order. Its
significance lies
elsewhere. It alters
the underlying
architecture that
supports global
stability.
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PROLOGUE

THE QUIET BEGINNING OF A
MORE STABLE WORLD — CHINA,

PROLOGUE

THE QUIET BEGINNING OF A MORE STABLE WORLD THE WILD CARD
— CHINA, THEWILD CARD |

History often announces itself with noise—
wars, crises, declarations, collapses. But the
most durable changes usually begin quietly,
almost invisibly, long before they are widely
understood. The Greenland deal belongs to
that second category.

It is not a conquest. It is not a provocation. It
is not a zero-sum maneuver.

It is something rarer in modern geopolitics: a structural improvement to the system itself.

Yet no serious account of structural change can ignore the actor most affected by
systems that reward leverage over resilience—China." This makes them a wild card.

China is a wild card not because it seeks chaos, but because its rise has been built on
managing dependency. Over the past two decades, Beijing has methodically
accumulated influence across infrastructure finance, ports and logistics, critical-minerals
processing, energy purchasing, and digital and regulatory standards. These levers
matter because they operate quietly, embedding advantage into the connective tissue of
the global economy rather than projecting it overtly.®

The Greenland deal directly challenges that model—not through confrontation, but
through redundancy.

At its core, the deal expands choice. It widens routes, diversifies suppliers, and
strengthens secure extraction, storage, and transit options across the Arctic and North
Atlantic. In doing so, it lowers the strategic value of dependency itself. Influence that
depends on scarcity weakens when scarcity is deliberately engineered out of the
system.*

WHY CHINA IS THE WILD CARD: STRUCTURAL EVIDENCE
China’s position in the global system rests on several reinforcing pillars.
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First, energy dependence paired with strategic flexibility.

China is the world’s largest net oil importer, importing roughly 11 million barrels per
day—approximately 70—75 percent of total consumption in recent years.® While Beijing
has diversified suppliers across Russia, the Middle East, and Africa, this dependence is
managed through scale, contract duration, and stockpiling rather than elimination.
Strategic petroleum reserves now cover an estimated 90-100 days of net imports,
allowing China to smooth shocks and exert influence on contract timing and pricing
structures.®

Second, logistics and port positioning.

Chinese state-linked firms have invested in or operate major port terminals across the
Persian Gulf, Red Sea, East Africa, and eastern Mediterranean. These assets reduce
transaction costs for Chinese trade while increasing the political and commercial cost of
excluding Chinese participation. Belt and Road—related port and transport financing has
reached hundreds of billions of dollars, creating long-duration relationships that are
economically rational but strategically sticky.”®

China is the world’s largest net oil importer,
importing roughly 11 million barrels per day—
approximately 70-75 percent of total
consumption in recent years.®

Third, critical-minerals processing dominance.

China controls a majority share of global rare-earth processing and maintains leading
positions in cobalt, graphite, lithium conversion, and other inputs essential to batteries,
magnets, and advanced manufacturing. This concentration converts raw resource
access into durable industrial leverage and raises switching costs for competitors.®

Finally, commercial diplomacy in the Middle East.

China has expanded energy, infrastructure, and technology partnerships across the
region—financing power generation, telecom networks, ports, and pipelines while
purchasing large shares of oil and gas output. The model—capital without political
conditionality—offers near-term gains while embedding long-term structural ties that
subtly shape alignment decisions.™
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These pillars explain why China is not merely another major power. It is a system actor
whose influence grows when alternatives are limited.

HOW GREENLAND CHANGES THE EQUATION

1. REDUCED RETURNS FROM DEPENDENCY

China’s influence has relied less on military projection than on economic geometry—the
placement of assets at critical junctions where trade, energy, logistics, and finance
converge. Control the junctions, and influence follows.?

Greenland disrupts that geometry by lowering the marginal cost of diversification.

Expanded Arctic access, new energy and mineral sources, and reinforced infrastructure
redundancy reduce reliance on any single route, supplier, or processing hub. This does
not remove China from global markets. It reduces the premium attached to Chinese
indispensability.®

As redundancy increases, leverage decays. Insurance markets reprice risk. Futures
markets narrow disruption premiums. Long-term contracts shorten or incorporate exit
flexibility. Influence shifts from being embedded to being negotiated.*

WHAT CHINA STANDS TO LOSE (AND WHY IT MATTERS)
The losses China faces are not absolute declines—but relative erosion of structural
advantage.
« Energy pricing leverage:
Lower volatility and diversified routes reduce the pricing and timing advantages
of bulk purchasing at scale. Even modest compression of disruption premiums—
estimated by energy analysts at several dollars per barrel during periods of
tension—translates into tens of billions of dollars annually in reduced negotiating
advantage across China’s import portfolio."
o Port and logistics rent:
As Arctic and North Atlantic routes mature, traffic concentration through Belt and
Road—anchored chokepoints becomes less exclusive. Utilization remains high,
but strategic rent—the political value of being unavoidable—declines.
e Critical-minerals margin pressure:
New non-Chinese processing capacity tied to secure Arctic and allied supply
chains raises competition in downstream refining. China retains volume
leadership but faces lower margins and higher capital commitments to defend
share.?'?
« Macroeconomic exposure:
China’s export-led model is sensitive to declining global volatility premiums. A
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more stable, redundancy-driven system favors capital efficiency and services
over scale manufacturing, subtly disadvantaging growth models optimized for
throughput rather than resilience.?

None of this produces crisis. It produces friction—the kind that compounds quietly over
time.

CHINA AND THE MIDDLE EAST IN A REDUNDANCY-DRIVEN SYSTEM
Nowhere is this repricing more consequential than in the Middle East.

China remains a central energy buyer and infrastructure partner. But Greenland-
enabled redundancy alters bargaining dynamics. As alternative routes, storage capacity,
and diversified suppliers expand, Middle Eastern producers gain greater contractual
optionality. Long-term supply agreements become more negotiable. Infrastructure
partnerships become competitive rather than exclusive."

This shift does not displace China. It disciplines it. WHAT CHINA STANDS TO
LOSE (AND WHY IT
Middle Eastern states gain leverage to demand MATTERS)
higher-value industrial participation, technology The losses China faces are not
transfer, and localized processing in exchange for absolute declines—but relative
access. China must choose between deeper erosion of structural advantage.
capital commitments at lower margins or a reduced . Energy pricing
political footprint. The relationship evolves from leverage
dependency-anchored leverage to performance- . Port and logistics rent

based partnership.'? « Critical-minerals

margin pressure
China remains a partner of choice—but no longer . Macroeconomic

a partner of necessity. exposure

CONCLUSION: WHY THE WILD CARD STILL MATTERS
China remains powerful, adaptive, and central to the global economy. But the
Greenland deal alters the terms of competition.

It shifts the contest from dominance to durability. From leverage to reliability. From
controlling chokepoints to performing when chokepoints matter less.

The Greenland deal does not contain China. It reprices the system China operates
within.
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When redundancy grows, coercion pays less. When choice expands, dependency
decays. And when systems become harder to break, power shifts from those who
exploit fragility to those who can function without it.

The unresolved question—the one this book leaves with the reader—is this: In a world
deliberately designed to be resilient, can a power that rose by mastering dependency
reinvent itself fast enough to thrive when indispensability is no longer guaranteed?
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CHAPTER 1

GREENLAND AND THE
REPRICING OF GLOBAL RISK

‘ / Greenland’s strategic importance does not
> AND THE < ~rest on territorial control, population, or

REPRICING | symbolic power — it rests on the way it
reconfigures how global risk is distributed,
measured, and priced.

g

Since the Cold War, international economics
has relied on a narrow set of geographic
corridors. As of the early 2020s, roughly 30%
of the worlds seaborne oil trade transited the
Strait of Hormuz, with 12-15% passing
through the Suez Canal annually. This makes both corridors systemically critical far
beyond their geographic size.” Energy production remained heavily concentrated in the
Persian Gulf, which accounts for nearly 48% of proven global oil reserves and over 40%
of low-cost production capacity.? Critical minerals essential to advanced manufacturing
and energy transition (rare earths) have been sourced from a limited number of
suppliers, with China controlling 60—-70% of global rare-earth processing capacity.®

This concentration embedded geopolitical fragility directly into global pricing structures.
Instability became economically valuable.

Risk premiums, insurance costs, freight surcharges, and volatility margins all rose as
regional tension increased. Between 2010 and 2023, war-risk insurance premiums for
vessels transiting the Persian Gulf and Red Sea spiked by 300-600 percent during
periods of acute tension, even when no physical disruption occurred.* Markets learned
to price Middle Eastern disruption not as an exception, but as a recurring feature of the
system. Scarcity and vulnerability translated into leverage—even when they imposed
real fiscal and developmental costs on the region itself.*?

STRATEGIC OPTIONALITY RATHER THAN REPLACEMENT
Greenland weakens this model not by replacing any single region, but by expanding
strategic optionality. It adds alternatives where few previously existed, reducing the

system’s dependence on any one corridor remaining politically or militarily quiet.

In practical terms, Greenland introduces four structural changes:
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ALTERNATIVE ENERGY GEOGRAPHY

Arctic access expands long-term optionality in hydrocarbons, rare earth elements, and
critical minerals. The U.S. Geological Survey estimates that the Arctic may hold 13
percent of the world’s undiscovered oil and 30 percent of undiscovered natural gas,
alongside meaningful rare-earth and graphite potential.® Even partial development
reduces concentration risk by introducing credible future supply geography without
displacing existing producers.

ALTERNATIVE SHIPPING GEOGRAPHY

Gradual development of Arctic maritime routes—particularly the Northern Sea Route—
can shorten transit times between Northeast Asia and Northern Europe by 30—40
percent relative to Suez-dependent routes during navigable months.* While seasonal
and capacity-limited, these routes introduce optionality that reshapes insurance models
and freight pricing well before they dominate volumes.

EXPANDED SURVEILLANCE AND EARLY WARNING

North Atlantic—Arctic integration expands monitoring coverage across a historically
under-observed axis. NATO assessments indicate that Arctic-domain awareness
improvements have reduced detection gaps by over 50 percent since 2015 through
satellite, sensor, and joint maritime patrol integration.® This enhances civilian shipping
safety, energy infrastructure protection, and early-warning capacity for military
movements.

REDUCED SINGLE-POINT DEPENDENCE

As alternatives multiply, global systems become less reliant on any one region
remaining stable for energy, trade, and finance to function uninterrupted. Swiss Re
modeling suggests that

diversification of routing and In practical terms, Greenland introduces
supply geography can reduce % four structural changes: ﬁll/
systemic-loss exposure from . -

regional shocks by 20-35 Nl | ALTERNATIVE SHIPPING |
percent, even without 3 - GEOGRAPHY | /f

eliminating the underlying ~K _ £ \ ;\
flows.® l*i P L e & S\

P e

& ALTERNATIVEENERGY 5o
5 GEOGRAPHY _—

None of these changes
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WHY MARKETS MOVE BEFORE INFRASTRUCTURE
This shift matters because financial systems respond to expectation, not completion.

Insurance underwriting, futures markets, sovereign risk models, and long-dated capital
allocation adjust as soon as credible alternatives appear. Physical infrastructure does
not need to be finished for prices to move; it only needs to be plausible.

Empirical evidence from energy diversification, pipeline development, LNG expansion,
and new maritime corridors shows that risk repricing consistently precedes full
operational capacity—often by five to fifteen years.”® LNG markets offer a clear
example: between 2014 and 2022, global LNG liquefaction capacity expectations
reduced oil-linked gas pricing power well before most new terminals became
operational.” Capital moves early to avoid being trapped late.

As a result, Greenland’s strategic and economic impact begins well before first
extraction, first shipment, or full Arctic-scale deployment. The repricing process is
already underway once investors believe that dependence is no longer absolute.

FROM DISRUPTION LEVERAGE TO SYSTEM RESILIENCE
As redundancy increases, the basis of strategic influence changes.

CHAPTER 1

GLOBAL ENERGY MARKETS — STRUCTURAL INDICATORS
Section Summary
Global! energy markets have transitioned from scarcity-driven pricing toward confidence-based pricing. While preduction

remains concentrated, redundancy through diversification and stockpi ing has reduced the systemic impact of i regiona

disruption, compressing volatility and weakening chokepoint leverage.

1S

Oil & Gas Market Structure Average Brent crude volatility (30-day realized) *
pRddzng , - - -5
Share of global oil supply Share of global LNG supply ™
produced by top five producers® accounted for by top five exporters’ 50% : ~22%"
y 2000-2010 average: 3
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The ballance shifts away from the ability to threaten Greenland does not
disruption toward the capacity to absorb shocks o
without systemic failure. Resilience, redundancy, redistribute power

and predictability increasingly outperform leverage between regions_ It

rooted in .chokepomts. |V|I.|Itar)./ p(lawer follows the redefines how power
same logic. Investments in missile defense,

infrastructure security, maritime domain awareness, Is priced.
and alliance integration now generate higher
strategic return than episodic coercion.®

This transition does not eliminate conflict. It reduces the payoff of instability.

Regions that rely on fragility to command attention find that attention fades quietly as
alternatives emerge. Regions that deliver reliability, institutional competence, and
logistical continuity see their standing improve—even without expanding territory or
force.

IMPLICATIONS FOR THE MIDDLE EAST
Greenland does not redistribute power between regions. It redefines how power is
priced.

For the Middle East, this signals a structural transition rather than a sudden loss of
relevance. Influence becomes increasingly performance-based rather than positional.
Delivery matters more than geography. Efficiency matters more than interruption.
Credibility matters more than proximity.

This shift carries risk for actors who depend on scarcity, volatility, or transit vulnerability
to sustain leverage. It also creates opportunity for those who adapt early—by investing

i in reliability, integration, and system
The U.S. Geological Survey participation rather than resistance.

estimates that the Arctic The region is not being displaced.
may hold 13 percent of the I?ut itis Pelng re-evaluated—by markets
, ) i first, by insurers next, and by capital
world’s undiscovered oil and 4o diplomats respond.©
30 percent of undiscovered
natural gas, alongside Those who u.n.derstand this transition
. early are positioned not only to preserve
mean'nngI rare-earth and relevance, but to profit from it.

graphite potential. ®
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CHAPTER 2

FROM SCARCITY TO CONFIDENCE:
HOW OIL IS NOW PRICED

CHAPTER 2

BT i The global oil market no longer prices
#= FROM SCARCITY scarcity. It prices confidence.

TO
CONFIDENCE

e SN SWwisricen Over the past decade, the structural drivers of
oil pricing have shifted away from fears of
physical shortage toward assessments of
supply reliability, diversification, and
institutional resilience. This change did not
occur suddenly. It reflects the cumulative
impact of U.S. shale production, global LNG
expansion, efficiency gains, strategic
stockpiling, and accelerating renewable
penetration—each reduces that any regional disruption will translate into a systemic
shortage.™?

By 2024, the United States alone accounted for over 13 million barrels per day of crude
oil production, representing roughly one-eighth of global supply, while OECD strategic
petroleum reserves exceeded 1.5 billion barrels, providing months—not days—of buffer
against disruption.'? At the same time, LNG liquefaction capacity expanded by more
than 40 percent globally between 2015 and 2023, further decoupling regional shocks
from global energy availability."

Oil still matters. Demand has not disappeared. Global consumption remains above 102
million barrels per day, driven by transportation, petrochemicals, and industrial activity.?
What has changed is the market’s tolerance for disruption. Shortages that once
triggered panic now trigger hedging. Shocks that once restructured prices now
compress forward curves. Markets increasingly assume that alternatives will emerge
before scarcity becomes catastrophic.

GREENLAND AND THE SUPPRESSION OF THE FEAR PREMIUM
In context, even modest Arctic production potential has outsized strategic impact.

Greenland does not need to become a major oil or gas producer to matter. Its

importance lies in how additional credible supply geography suppresses the fear
premium that historically magnified Middle Eastern leverage in global energy markets.?
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When markets believe that supply options are expanding—even slowly—risk is
discounted in advance.

This effect is structural rather than volumetric. Futures pricing embeds tail-risk
assumptions about extreme shortage scenarios. The presence of a plausible alternative
region reduces those assumptions, flattening forward curves and compressing volatility.
Between 2010 and 2023, implied volatility in Brent crude futures declined by
approximately 35 percent, even as geopolitical incidents increased in frequency.*

The result is not a collapse in oil prices, but sustained compression in volatility—
particularly in long-dated contracts, where fiscal planning and sovereign credit
assumptions are formed. For producers, this environment is more challenging than a
low-price cycle. Volatility suppression removes the upside that once compensated for
political risk. Spikes become rarer, shorter, and more aggressively hedged away.

FISCAL PRESSURE IN A LOW-VOLATILITY WORLD
This pricing environment is corrosive for fiscal systems built around volatility rather than
volume.

Several Middle Eastern states face mounting structural pressure as price stability
replaces price spikes:

FISCAL BREAKEVEN & MACRO VULNERABILITY

Summary
Fiscal resilience now matters more than production scale. States with high breakeven prices face sustained pressure in
a low-volatility environment, while diversified economies gain flexibility. The transition exposes structural rather than

cyclical vulnerability.

Fiscal Breakeven Oil Prices (USD/bbl, IMF estimates)* Oil Rents (% of GDP)*
Saudi Arabia Rt s $78-85 Iraq. I 1.2 %
s £ T BB 59095 Kuwait R -38%
Iran (sanctions-adjustec) N SS0-90° Saudi Arabia [ ~27 %
Kuwait ; ] $70-75 oman [ ~25%
Bahrain _ $95-100 United Arab O,
3 - 2 Emirates _ ~16%
United Arab Emirates N s45-50
atar .‘ -~ ~149
L. Qatar (gas-weighted): - $45-50"° 2 =

Bahrain [ ~11%*
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SAUDI ARABIA

Fiscal breakeven estimates frequently near or above $80 per barrel become
increasingly difficult to sustain when volatility is suppressed and upside shocks fail to
materialize.® In a flatter price environment, deficits persist even during periods of
nominal price strength. Budget planning becomes tighter, debt issuance rises, and
diversification timelines under Vision 2030 become less forgiving.

IRAQ AND IRAN

Chronic fiscal deficits deepen as budget assumptions diverge from realized prices. Oll
accounts for over 85 percent of government revenue in Iraq, leaving little buffer against
prolonged compression.® For Iran, sanctions amplify the problem by restricting access
to capital precisely as oil-backed leverage erodes. The loss of volatility upside removes
one of the few remaining shock absorbers.

SOVEREIGN CREDIT AND DEBT

Lenders reassess oil-backed revenue stability. Moody’s and other ratings agencies
increasingly model fiscal sustainability against flat or gently declining price bands, rather
than cyclical spikes. Borrowing costs rise as long-term debt service is discounted
against compressed forward curves.’

CURRENCY STABILITY

Exchange rates weaken where currencies are implicitly or explicitly supported by
hydrocarbon revenues. BIS analysis shows a statistically significant relationship
between oil price volatility compression and reserve drawdowns in hydrocarbon-
dependent economies, as central banks intervene more frequently to maintain stability.®
These pressures do not trigger immediate crisis. They accumulate quietly—reducing
fiscal flexibility, increasing dependence on external financing, and narrowing policy
options over time.

ENERGY TRANSITION AS A LEVERAGE TRANSITION
Energy transitions do not eliminate oil demand. They eliminate oil leverage.

Consumption persists across transportation, petrochemicals, and industrial sectors.
What changes is pricing power. As alternatives—geographic, technological, and
financial—multiply, oil’s role as a strategic instrument weakens. BP projections show oil
demand plateauing rather than collapsing through the 2030s, while price-setting power
continues to diffuse across suppliers and substitutes.®

Oil remains valuable, but it is no longer decisive. Markets treat it as one input among
many, not as a singular determinant of global stability.
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This distinction matters for policymakers and investors alike. States that continue to
treat energy as a geopolitical weapon face fiscal exhaustion, capital flight, and declining
credibility. States that treat energy as a service—reliable, predictable, and contractually
disciplined—become more attractive to investors, insurers, and long-term partners.

FROM THREAT TO TRUST
Energy power is migrating. It moves away from threat toward trust. Away from scarcity
toward consistency. Away from disruption toward delivery.

In this environment, credibility becomes capital. Reliability becomes leverage. Long-
term contracts outperform short-term shocks. BlackRock analysis shows that
institutional investors increasingly allocate capital toward energy producers with stable
governance, transparent fiscal regimes, and predictable export frameworks—
independent of headline reserve size."®

For the Middle East, this transition does not mean irrelevance. It means a narrowing
window to reposition—away from volatility dependence and toward institutional
performance. Those who adapt early can preserve influence and attract investment.
Those who do not will discover that leverage fades not through confrontation, but
through indifference.
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cnerers CHAPTER 3

ARCTIC ROUTES AND THE

POWER OF OPTIONALITY
” ARCTIC Arc.tlc shlpplng routes introduce economic
e s T TiE % 24 optionality, not replacement—and that
? - POWER OF =& distinction is decisive. Their importance does

_OPTIONALITXN _ not rest on volume dominance, but on how

R the mere presence of credible alternatives
reshapes expectations across global trade
systems.

Wr -

Even if Arctic sea lanes ultimately carry only
a minority share of global freight, their
strategic impact is disproportionate to their
throughput. Optional routes alter expectations; expectations recalibrate pricing; pricing
reshapes insurance models, freight contracts, and strategic risk assessments. The
effect is nonlinear: relatively small volumes can generate outsized stabilizing impacts
across markets otherwise vulnerable to disruption.’

Markets do not wait for dominance.
They adjust the moment exclusivity weakens.

WHY LIMITED CAPACITY STILL CHANGES BEHAVIOR

The value of Arctic routes lies less in tonnage than in credibility. Once an alternative
exists and is technically viable—even seasonally and imperfectly—it begins to cap
worst-case assumptions embedded in logistics pricing, insurance underwriting, and
geopolitical risk models.

Between 2013 and 2023, commercial transits along the Northern Sea Route increased
from fewer than 20 annual voyages to more than 90, while global ice-class vessel
capacity expanded by over 60 percent.? Although Arctic routes still account for less than
2 percent of global containerized trade, their signaling effect is already measurable.?

Even limited Arctic transit capacity produces clear second-order effects.
CAPPING INSURANCE SPIKES

War-risk and political-risk insurers moderate premium surges when credible rerouting
options exist during regional crises. Lloyd’s market data indicate that during the Red
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Sea disruptions of 2023-2024, premium escalation was shorter in duration and 15-30
percent lower in peak pricing for cargoes with documented alternative routing plans,
including seasonal Arctic contingencies.*

Optionality does not eliminate risk. It compresses its pricing.

LIMITING FREIGHT SHOCK

Optional routes reduce the amplitude of delay-driven price surges by allowing cargo to
be rerouted, deferred, or repriced rather than stranded. Drewry analysis shows that
where credible alternatives exist, spot freight volatility during disruption events is
reduced by approximately 20—40 percent compared to corridor-exclusive scenarios.®

This effect stabilizes working capital requirements, inventory planning, and downstream
production schedules.

UNDERMINING BLOCKADE CREDIBILITY

Blockade threats rely on exclusivity to be effective. When alternatives exist—even
imperfect ones—the deterrent value of chokepoints erodes. RAND modeling
demonstrates that the economic payoff of maritime interdiction declines sharply once
partial rerouting capacity is introduced, reducing the coercive value of disruption by up
to one-third even without full diversion.®

These effects compound quietly. They do not eliminate disruption; they reduce its
profitability.

ARCTIC ROUTES & SHIPPING OPTIONALITY

Section Summary

Arctic shipping remains marginal by volume, but its strategic impact is disproportionate.
and erode chokepoint exclusivity well before dominance is achieved.

Arctic Shipping Volumes
ey~ 18% i Distance & Time Savings Sl

Shanghai—Rotterdam route:
- Via Suez Canal: ~20,000 km

~ Via Arctic (NSR): ~13,000 km /.
- Distance reduction: ~3 5949 -

Northern Sea Route
cargo volumes:

~2011: ~4 miillion tons’

Share of global maritime
trade via Arctic routes:

<2 9%: 2023

i S

S
S 350/‘ Insurance Effects
2 Early-2000s crises: 90~120 days
o Arctic Shipping Volumes 2020s crises: 30~45 days ™

Northern Sea Route cargo volumes: _ =, Q 2
¥ — w ~ 0/ /. =
B 2011: ~4 million tons ~22%
P = Q@
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CHOKEPOINTS WITHOUT MONOPOLY POWER

The Strait of Hormuz and the Suez Canal remain critical arteries of global commerce.
Approximately 20 percent of globally traded oil transits Hormuz, and Suez still carries
roughly 12—15 percent of total world trade by volume.” Their importance does not
disappear.

What changes is their status as existential single points of failure.

As redundancy increases, leverage embedded in chokepoints compresses across
several dimensions.

LOWER WAR-RISK INSURANCE PREMIUMS

Insurers discount worst-case scenarios when alternative routes reduce exposure
duration and loss severity during regional escalation. Swiss Re modeling indicates that
diversification can lower modeled loss severity by up to 25 percent in high-risk maritime
scenarios, producing structurally lower war-risk premiums even when alternatives are
rarely used.®

WEAKENED SHIPPING DELAYS AS COERCION
Between 2010 and Delays lose power as a strategic tool when cargo
2023, implied volatility owners can reroute, hedge, or absorb short-term
in Brent crude futures inefficiencies without catastrophic loss. World Bank
logistics data show that firms operating within

declined by diversified routing systems recover 30-50 percent
approximately 35 faster from shipping disruptions than corridor-
percent, even as dependent peers.®
geopolitical incidents  pyNISHED STRATEGIC BLACKMAIL
increased in Political leverage based on transit exclusivity
frequency." declines when global systems no longer hinge on

uninterrupted passage through a single corridor.

[ISS assessments note that chokepoint leverage is
increasingly priced as a manageable risk rather than a decisive strategic weapon—
particularly where insurers and financiers lead repricing rather than navies.™

The consequence is not irrelevance, but normalization. Chokepoints shift from dominant
leverage points to managed risks within a broader network.

THE MIGRATION OF TRADE POWER
As geographic leverage compresses, trade power migrates.
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Influence moves away from
location alone and toward

Regions that adapt early—by

performance across logistics investing in logistics services,
ecosystems. Ports, insurers, insurance platforms, digital trade
freight platforms, customs .

. infrastructure, customs
systems, and data coordinators ) . )
that deliver predictability, speed, modernization, and dispute-
and transparency gain leverage resolution capacity—can convert
i t of hy. . . .
independent of geography. declining chokepoint leverage
McKinsey estimates that logistics )
systems integrating real-time into durable relevance

data and automated customs can
improve throughput efficiency by
20-35 percent without expanding physical capacity."

In this environment, the competitive edge belongs to actors who manage networks well
rather than those who merely sit astride them. Data integration, customs efficiency,
trade finance coordination, and risk analytics matter as much as physical passage.

For Middle Eastern states, this shift presents a clear choice. Value can no longer be
extracted primarily through transit vulnerability. It must be created through service
quality, reliability, and deep integration into global logistics networks.

FROM EXCLUSIVITY TO RESILIENCE
Chokepoints still matter—but they no longer dominate.

The emerging system rewards resilience over exclusivity. It favors networks over
. . bottlenecks. Strategic value increasingly comes
MCK'nsey estimates from the ability to maintain flow under stress rather

that Iogistics systems thanto interrupt it. OECD modeling shows that

integrating real-time countries investing in trade-corridor redundancy
experience significantly lower GDP volatility during
data and automated g opa) shocks.™

customs can improve
throughput efficiency
by 20-35 percent

without expanding Regions that adapt early—by investing in logistics

: . [ i latforms, digital trade
hvsical capacity.! services, insurance p ,
phy P y infrastructure, customs modernization, and

This transition does not eliminate geography. It
disciplines it.
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dispute-resolution capacity—can convert declining chokepoint leverage into durable
relevance. Those that do not will find that exclusivity fades quietly, priced away long
before it is publicly acknowledged.
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T CHAPTER 4

CRITICAL MINERALS AND THE NEW
SUPPLY CHOKEPOINTS

As hydrocarbons gradually lose their
exclusive dominance, strategic leverage
shifts upstream. Control over critical
minerals—and, more importantly, over
processing, refining, and logistics capacity—
now determines the speed, resilience, and
cost of the global energy and technology
transition.

This transition does not reduce dependency.
It redefines it.

Rare earth elements, lithium, nickel, cobalt, graphite, and copper sit at the core of clean
energy systems, advanced manufacturing, defense platforms, and semiconductor
supply chains. Electric vehicles require six times more mineral inputs than internal
combustion vehicles, while onshore wind turbines require up to nine times more mineral
content per unit of energy produced than gas-fired generation." The result is a structural
migration of leverage away from oilfields and toward mines, refineries, processing hubs,
and transport corridors.

FROM HYDROCARBON SCARCITY TO MINERAL CONCENTRATION
While oil markets spent decades diversifying supply geography, the critical-mineral
ecosystem evolved in the opposite direction.

By the early 2020s:
« China controlled approximately 60—70 percent of global rare-earth processing
capacity, despite holding a smaller share of global reserves.?
e Over 75 percent of global lithium refining and 65 percent of cobalt processing
occurred within a single jurisdiction or closely aligned supply network.?
« More than 80 percent of solar photovoltaic manufacturing capacity depended on
mineral inputs processed in East Asia.*

This concentration created a successor chokepoint—substituting mineral dependency
for hydrocarbon dependency. Unlike oil, critical minerals lack deep, liquid spot markets
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and mature futures hedging instruments. Supply disruptions therefore propagate faster
and with fewer financial shock absorbers.

Instability in mineral supply chains does not spike prices episodically; it raises baseline
costs structurally, increasing capital requirements across entire industries.

GREENLAND AND THE DILUTION OF MINERAL RISK
Greenland weakens this structure not through replacement, but through dilution.

Geological surveys indicate that Greenland holds commercially viable deposits of rare
earth elements, graphite, zinc, nickel, and potentially lithium, alongside proximity to

North Atlantic shipping lanes ; By the early 2020s:
and allied processing markets.® T .. e,
) . . - . N China controlled apprommately‘é’ S vl
While development timelines B 60-70 percent of global rare-earth #<. <, &
in | kets d = | " ik 4 Pprocessing capacity, despite holding ** 8
remain long, markets ao not - 52 2 a smaller share of global reserves.?
wait for extraction. They S e e
. %3 ~ Over75 percent of global lithium refining and
respond to Credlble - {  of cobalt processing occurred within a single juris
diverSifi cation - : por closely aligned supply network.?
Even partlal diversification More than 80 percent of solar photovoltalc .
prOduceS measurable eﬁeCtS' o By manufacturing capacity depended on mineral in|

processed in East Asia.*

« Project finance risk
premiums decline as
supply-chain optionality
increases.

o Export-control exposure becomes less absolute.

e Long-dated capital allocation improves as input assumptions stabilize.®

Swiss Re and World Bank modeling show that introducing even one additional credible
processing geography can reduce supply-chain risk exposure by 15-25 percent across
downstream projects—without materially altering volume.”

This mirrors earlier energy diversification dynamics: leverage erodes once exclusivity
weakens, not once replacement is complete.

PROCESSING, NOT MINING, AS THE TRUE BOTTLENECK
Mining alone does not confer strategic advantage. Processing and refining do.

Critical minerals often require energy-intensive, environmentally sensitive, and

technically complex refining. Control over these stages determines who captures value
and who absorbs risk. Currently:
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« Over 90 percent of rare-earth separation capacity sits outside Western-aligned
jurisdictions.?

o Less than 10 percent of battery-grade lithium refining occurs in North America or
Europe.?

This imbalance elevates geopolitical exposure for Middle Eastern and global energy-
transition investments. Without diversified processing access, large-scale hydrogen,
desalination, grid modernization, and electrification projects remain vulnerable to
external shocks.

IMPLICATIONS FOR THE MIDDLE EAST’S ENERGY TRANSITION
Middle Eastern states are committing hundreds of billions of dollars to clean energy,
industrial electrification, and infrastructure modernization:
o SaudiArabia’s Vision 2030 energy and industrial commitments exceed $500B.8
o The UAE has pledged over $160 billion toward clean energy investment through
2050.°
e Regional hydrogen projects alone represent over 15 percent of announced global
capacity.®

For these investments, diversified mineral access delivers direct financial benéefits:

LOWER COST OF CAPITAL

Reduced supply-chain uncertainty compresses project risk premiums, lowering
financing costs across long-duration infrastructure.®

CRITICAL MINERALS & SUPPLY CONCENTRATION

Summary

Strategic leverage is migrating upstream from hydrocarbons to minerals and processing capacity. &

Extreme concentration—especially in China—-creates new chokepoints, while marginal T E f'

diversification reduces financing risk and reshapes capital allocation.

N =

Global Processing Concentration Projected Demand Growth (EA)
ﬁ China share of rare-earth refining: ~85-90 24 Lithium demand by 2040 ~8x

China share of battery-grade lithium processing: Nickel demand by 2040:
~60-70 %° | P M =5

@ China share of graphite processing:
~90 %> o
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IMPROVED CREDITWORTHINESS
Stabilized input assumptions strengthen sovereign and project-level credit metrics,
improving access to international capital markets.”

REDUCED GEOPOLITICAL EXPOSURE
Diversification lowers vulnerability to export controls, sanctions regimes, and supply
coercion—risks increasingly priced into long-term contracts.™

Geological surveys indicate that ,
. . States that fail to secure
Greenland holds commercially viable ;. sified mineral and
deposits of rare earth elements, processing access risk
graphite, zinc, nickel, and potentially ~trading one structural

eiy = . .. vulnerability for another,
lithium, alongside proximity to North .. with fewer

Atlantic shipping lanes and allied substitutes and longer
processing markets.’ lead times.

THE NEW CHOKEPOINTS: SLOWER, DEEPER, HARDER TO REVERSE

Unlike oil chokepoints, mineral chokepoints do not announce themselves through
dramatic crises. They operate quietly and persistently, raising costs, delaying projects,
and eroding competitiveness over time.

Key characteristics differentiate mineral chokepoints:
e Long development timelines (10-15 years from discovery to production)
« High capital intensity with limited hedging tools
« Regulatory and environmental friction that constrains rapid expansion

Strategic advantage therefore accrues not to those who abandon hydrocarbons fastest,
but to those who manage the transition with redundancy, foresight, and supply
resilience."

FROM RESOURCE CONTROL TO SYSTEM MANAGEMENT
The emerging system rewards system managers, not resource hoarders.

Influence flows to states and consortia that:

o Secure diversified mineral sourcing
« Investin allied processing and refining
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Integrate logistics, energy, and industrial policy
Provide predictability to capital markets

Greenland’s relevance lies precisely here. It is not a substitute supplier. It is a risk-
moderating node—one that weakens concentration, improves optionality, and reshapes
expectations across global supply chains.

As with energy and trade routes, the decisive moment comes before dominance. Once
alternatives are credible, leverage dissipates.
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erTe iy CHAPTER 5
¥ FROM OIL TO MINERALS: WHERE
STRATEGIC LEVERAGE IS MOVING

Soia As hydrocarbons gradually lose their

MINERALS . exclusive dominance, strategic leverage does

WHERE STRATEGIC not disappear. It moves upstream.

LEVERAGE IS MOVING

Control over rare earth elements, lithium,
graphite, nickel, cobalt—and, critically,
processing and refining capacity—now
determines three outcomes that matter
directly to state power and economic stability:

THE SPEED AND SCALE OF CLEAN ENERGY DEPLOYMENT

Access to minerals governs how quickly solar, wind, batteries, hydrogen electrolyzers,
and grid-scale storage can be built and expanded. Electric vehicles require six times
more mineral inputs than internal combustion vehicles, while wind and solar systems
are significantly more material-intensive per unit of energy delivered."

DEFENSE AND AEROSPACE RESILIENCE

Modern weapons systems, missile defense platforms, satellites, drones, and secure
communications networks are mineral-intensive. A single F-35 fighter jet contains
hundreds of kilograms of rare earths and specialty metals, while precision-guided
munitions and missile interceptors depend on tightly specified mineral inputs. Supply
security increasingly determines military readiness and sustainability.?

ADVANCED TECHNOLOGY AND SEMICONDUCTOR STABILITY

Semiconductors, data centers, electric vehicles, and Al infrastructure rely on tightly
coupled mineral supply chains with long lead times and limited substitutes. Disruptions
propagate not through price spikes alone, but through production delays and capital
inefficiencies that ripple across entire industrial ecosystems.?

In effect, energy leverage is no longer centered on wells and pipelines alone. Itis

increasingly embedded in mines, refineries, and logistics networks that sit far upstream
from final consumption.
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THE NEW CONCENTRATION RISK: CHINA AS THE SUCCESSOR CHOKEPOINT
This transition has already produced a new vulnerability.
China’s dominance across mineral mining, refining, and downstream processing has
created a successor chokepoint—substituting one form of dependency for another. As
of the early 2020s:
« China controlled approximately 65—70 percent of global rare-earth processing
capacity,
« refined over 75 percent of battery-grade lithium, and
« dominated cathode, anode, and precursor materials essential to EV and grid-
scale battery production.®

For Middle Eastern states, this presents a familiar risk profile. Dependence shifts from
maritime chokepoints to industrial bottlenecks. Political leverage moves from transit
disruption to export controls, licensing delays, and conditional supply access.

Greenland weakens this structure—not by replacing China, but by diluting concentration
risk.

A single F-35 fighter jet contains

E ial diversificat )
ven partial diversification 1 Jreds of kilograms of rare earths

of mineral sourcing

changes market and specialty metals, while precision-
psychology. It improves guided munitions and missile

ly optionali . .
supply optionality, reduces interceptors depend on tightly
single-point failure . i .
exposure, and lowers SDeleled MInel’al lnDUtS.

financing risk for large-

scale energy transition projects that depend on predictable inputs. The World Bank and
McKinsey analysis suggests that incremental diversification alone can reduce
downstream project risk premiums by 10-20%, even without material volume shifts.*®

The effect is cumulative rather than immediate—but markets respond early.

WHY GREENLAND MATTERS WITHOUT DOMINATING SUPPLY
Strategically, Greenland does not need be a dominant mineral producer to matter.

Its value lies in credibility. The mere existence of an alternative jurisdiction—politically
stable, legally transparent, and integrated into Western security, financial, and
regulatory frameworks—changes how risk is priced. Investors, insurers, and lenders
discount worst-case scenarios once diversification becomes plausible.
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This matters most for long-horizon projects, where mineral uncertainty directly affects
cost of capital. Supply assumptions embedded in project finance models can persist for
decades. When diversification appears credible early, pricing adjusts well before
extraction reaches scale.

As with energy markets, leverage erodes when exclusivity weakens—not when
replacement is complete.

DIRECT BENEFITS FOR MIDDLE EASTERN ENERGY TRANSITION PROJECTS
Middle Eastern states are committing hundreds of billions of dollars to hydrogen
development, utility-scale solar, desalination infrastructure, grid modernization, and
industrial electrification. For these investments, diversified access to critical minerals
delivers immediate financial advantages.

LOWERS THE COST OF CAPITAL

Reduced supply-chain uncertainty narrows risk premiums embedded in project finance,
particularly for capital-intensive assets with long payback periods. Moody’s estimates
that supply-chain de-risking can reduce weighted average cost of capital by 50-150
basis points for large transition projects.®

IMPROVES CREDITWORTHINESS

Sovereign and project-level ratings benefit from stabilized long-term input assumptions.
S&P analysis shows that diversified mineral access improves debt sustainability metrics
by reducing refinancing and cost-overrun risk tied to imported components.”

REDUCES GEOPOLITICAL EXPOSURE

Diversification lowers vulnerability to export controls, sanctions spillover, and supply
coercion—risks increasingly priced into long-dated infrastructure contracts and
insurance underwriting.®

These benefits accrue quietly, through better financing terms rather than headline
announcements. Over time, they compound.

THE REAL TRANSITION RISK
The energy transition does not eliminate dependency. It redefines what systems depend
upon.

Hydrocarbon chokepoints give way to mineral, processing, and logistics chokepoints.

States that fail to secure diversified mineral access risk trading one structural
vulnerability for another—often with fewer substitutes and longer lead times. IMF
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analysis highlights that mineral supply disruptions typically take two to three times
longer to resolve than oil supply disruptions due to permitting, processing, and capital
constraints.®

Strategic advantage therefore does not belong to those who abandon hydrocarbons
fastest. It belongs to those who manage the transition with redundancy, foresight, and
supply resilience.

For Middle Eastern economies, the lesson is practical rather than ideological. Energy
transition strategy must be paired with upstream mineral strategy. Without it, clean
energy investments inherit hidden fragilities that markets will eventually price.

Those who recognize this early can position capital, partnerships, and procurement to
benefit. Those who do not will discover that dependence has merely changed its

name."®
World Bank and
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FEE  CHAPTERG6

EGYPT, SUEZ, AND THE END OF
TOLL-BASED LEVERAGE

: For over a century, Egypt’s strategic
relevance has been anchored in a single
asset: the Suez Canal. It’s not just a
waterway, but a pricing mechanism. Toll
revenues, transit dependency, and time

i

EGYPT, SUEZ":, S
AND THE S = savings embedded Suez into global trade

& END OF =
TOLL-BASED
LEVERAGE =

calculations, granting Egypt leverage beyond
its immediate economic footprint.

That leverage is not disappearing. But it is
changing in character.

~

SUEZ AS A PRICING INSTRUMENT, NOT JUST INFRASTRUCTURE

The Suez Canal has functioned as a toll-based chokepoint within a concentrated global
shipping system. Its value derived from exclusivity. When Asia—Europe trade depended
overwhelmingly on a single, uninterrupted corridor, tolls could rise, delays could be
absorbed, and political risk could be tolerated because alternatives imposed severe
penalties.

At its peak effectiveness, Suez shortened Asia—Europe voyages by 7,000-9,000
kilometers relative to circumnavigation around the Cape of Good Hope, translating into
10-15 days of transit time savings and substantial fuel and labor cost reductions.” In
this environment, pricing power depended less on operational efficiency and more on
the absence of substitutes.

This model rewarded control over passage, not performance of service. That
assumption is now weakening.

OPTIONALITY AND THE QUIET EROSION OF MONOPOLY POWER
Arctic routes do not replace Suez. They dilute it.

Even marginal Arctic capacity reshapes shipowner behavior, insurer assumptions, and
freight contracts. When credible alternatives exist—seasonal, partial, or imperfect—
exclusive toll leverage compresses. Shipping firms price flexibility. Insurers cap
exposure. Forward contracts assume optionality rather than dependency.?
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The consequence for Egypt is structural, not cyclical. Suez remains essential, but it is
no longer singular. This alters three dynamics simultaneously:

TOLL PRICING DISCIPLINE

Aggressive toll increases become harder to sustain when alternative routes—even
longer ones—exist as credible fallback options. Suez Canal Authority revenues reached
approximately $9.4 billion in FY2023, but growth increasingly reflects volume recovery
rather than pricing power.?

DELAY AS LEVERAGE WEAKENS

Transit slowdowns lose coercive power when cargo can be rerouted, hedged, or
repriced rather than immobilized. Drewry analysis shows that shippers now incorporate
route-switching thresholds into contracts, reducing sensitivity to corridor-specific
delays.*

INSURANCE BEHAVIOR SHIFTS

War-risk and political-risk premiums attached to Suez-dependent traffic face downward
pressure as loss-severity assumptions decline in the presence of alternatives. Lloyd’s
data indicate that premium spikes during Red Sea disruptions have become shorter in
duration and capped earlier than in prior decades.®

These changes do not collapse revenue. They cap it.

— SUEZ CANAL & TRANSIT ECONOMICS ——

Summary

The Suez Canal remains critical, but its monopoly pricing power is eroding. Arctic
optionality and rerouting capacity cap disruption premiums and limit toll-based
leverage, structurally constraining upside volatility.

Suez Canal Metrics ; Ever Given Incident (2021) -~ .=
ey
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THE EVER GIVEN MOMENT: A STRUCTURAL WARNING
The 2021 Ever Given grounding was not an anomaly. It was a stress test.

For six days, a single vessel halted roughly 12 percent of global trade flows, delaying an
estimated $9-10 billion in goods per day.® The economic shock was immediate,
measurable, and global. More importantly, it triggered behavioral change. Shipping
companies, insurers, and governments reassessed the cost of single-corridor
dependence.

Redundancy planning accelerated—not because Suez is unreliable, but because
systems that rely on perfection are fragile. Arctic optionality reinforces this lesson rather
than creating it.

WHAT EGYPT LOSES—AND WHAT IT CAN GAIN
Egypt does not lose relevance in this transition. It loses passive leverage.

The future advantage does not lie in toll extraction alone. It lies in becoming
indispensable as a logistics ecosystem rather than a geographic gatekeeper.

Trade power increasingly accrues to actors that deliver:
e Predictable transit times
o Digitized customs clearance
e Integrated port, rail, and warehousing systems
o Competitive insurance and dispute-resolution frameworks
o Data transparency and real-time tracking

These are performance-based advantages, not positional ones. OECD logistics data
show that countries improving end-to-end logistics
The Suez Canal has performance capture 2—4 times more trade-

functioned as a toll- related value-added than those relying on transit

. rents alone.”
based chokepoint

within a concentrated For Egypt, this creates an opportunity to convert

lobal shippin geographic inheritance into operational
g ppIng leadership.
system. Its value
derived from INVESTMENT PATHWAYS FOR A POST-TOLL
exclusivity. MODEL

From an Arab investment perspective, the Suez
transition opens concrete, monetizable pathways:
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PORT AND LOGISTICS MODERNIZATION

Investment in high-throughput ports, bonded logistics zones, and intermodal
connectivity positions Egypt as a service hub rather than a passage-fee collector.
UNCTAD estimates that port efficiency upgrades can increase trade-related GDP
contribution by 1-3 percent annually in emerging economies.?

MARITIME INSURANCE AND ARBITRATION

Developing regional marine insurance, reinsurance, and dispute-resolution capacity
captures value that currently flows offshore, particularly to London and European
markets.

INDUSTRIAL ZONES LINKED TO TRANSIT
Manufacturing, assembly, and processing zones tied directly to canal traffic convert
transit into local value creation, increasing employment and fiscal resilience.

DATA AND FREIGHT PLATFORMS

Digital freight coordination, customs automation, and predictive congestion
management increase attractiveness regardless of route competition, shifting value
from geography to service quality.

These investments outperform toll dependency in a low-volatility, high-optional
environment.

SUEZIN A Trade power increasingly accrues to actors that deliver:
REDUNDANT RS b =S
WORLD TN, i i
The end of toll-based g = 5 e
X" v Integrated port, rail, a
Ieverage does not B 7 warehousing systems
mean the end of
Suez.

It means the end of
monopoly pricing.

In a world where
Arctic routes, African
circumnavigation,
and diversified supply chains coexist, Egypt’s advantage depends less on control and
more on competence. The canal remains a pillar of global trade—but pillars now
compete on performance.
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The 2021 Ever Given
grounding was not an
anomaly. It was a stress
test. For 6 days, one vessel
halted roughly 12% of
global trade flows, delaying
an estimated $9-10 billion
in goods per day.°®
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CHAPTER 7

THE GULF STATES: FROM ENERGY
EXPORTERS TO SYSTEM STABILIZERS

; For decades, Gulf states derived strategic

= - ENERGY EXPORTERS % weight primarily from their energy export

B o SREANATRIMNIAPASER 8 capacity. Oil and gas volumes, spare

* capacity, and proximity to global chokepoints
o translated into leverage. That model is
evolving. As markets increasingly price
confidence over scarcity, influence shifts
toward actors that stabilize systems rather
than disrupt them.

The Gulf’'s advantage in this transition is not
speed of production alone. It is the ability to anchor continuity across energy, finance,
logistics, and security at scale—and to do so repeatedly, under stress.

WHY STABILIZATION NOW OUTPERFORMS EXPORT VOLUME

Global markets increasingly reward reliability. Long-dated contracts, sovereign credit
assessments, and infrastructure finance now discount volatility and favor predictable
delivery. This structurally advantages Gulf states that can guarantee uptime, honor
contracts, and coordinate across systems.

Three forces drive the shift:

e VOLATILITY SUPPRESSION IN ENERGY MARKETS
As redundancy expands—through U.S. shale, LNG capacity growth, strategic
stockpiles, and Arctic optionality—price spikes become rarer, shorter, and more
aggressively hedged. Between 2010 and 2023, implied volatility in Brent crude
futures declined by roughly 30—40 percent, even as geopolitical incidents
increased.” Volume without stability no longer commands premium pricing.

e FINANCIALIZATION OF RELIABILITY
Insurers, lenders, and counterparties increasingly price governance quality,
regulatory clarity, and crisis response into cost of capital. IMF analysis shows that
countries demonstrating credible macroprudential frameworks and predictable
policy responses enjoy lower sovereign spreads independent of commodity price
levels.?
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SECURITY AS SYSTEM PROTECTION

Military value migrates from coercion toward infrastructure defense—ports,
pipelines, grids, undersea cables, and data centers. IISS assessments indicate
that investments in air and missile defense, maritime domain awareness, and
ISR deliver higher deterrence per dollar in resilient systems than offensive
signaling. 3

Between 2010 and

In this environment, exporters that behave as 2023 implied volatility
J

system stabilizers gain disproportionate

in Brent crude futures

influence.

declined by roughly
WHAT “SYSTEM STABILIZER” MEANS IN 30-40 percent, even
PRACTICE

A system stabilizer does not merely supply

as geopolitical

energy. It reduces uncertainty across incidents increased.”
connected markets. For the Gulf, this role is
already emerging across four domains:

ENERGY RELIABILITY

Maintaining spare capacity, honoring long-term LNG contracts, and supporting
flexible delivery schedules during disruptions. Gulf producers collectively hold the
majority of the world’s immediately deployable spare oil capacity, a stabilizing
asset when deployed predictably rather than politically.

FINANCIAL BACKSTOPPING

Using sovereign balance sheets and sovereign wealth funds to support market
liquidity, co-invest in infrastructure, and stabilize counterparties during stress.
World Bank analysis shows that sovereign investors with countercyclical
mandates can reduce regional financing shocks by 20—-30 percent during periods
of global stress.*

LOGISTICS AND TRANSIT SERVICES

Operating world-class ports, free zones, and aviation hubs that absorb rerouting
flows when chokepoints tighten. Gulf ports consistently rank among the top
global performers for turnaround time and digital integration, enabling rapid
absorption of diverted cargo.

SECURITY INTEGRATION

Investing in missile defense, maritime security, and joint command systems that
protect trade rather than threaten it. NATO-linked assessments highlight the
Gulf’s growing role in integrated air and missile defense (IAMD) and maritime
surveillance architectures.®
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This form of influence compounds quietly. Markets remember who prevented disruption
more than who threatened it.

INVESTMENT PATHWAYS: TURNING STABILITY INTO RETURNS

From an Arab investor perspective, the stabilizer model is monetizable. It creates
durable, low-volatility returns aligned with sovereign objectives and global demand for
predictability.

Key pathways include:

GLOBAL LNG AND GAS INFRASTRUCTURE

Equity stakes in liquefaction, regasification, storage, and specialized shipping fleets lock
in fee-based income insulated from spot-price swings. S&P analysis shows that LNG
infrastructure assets generate stable cash flows over 20—30-year horizons,
outperforming upstream volatility-dependent returns.®

INSURANCE AND REINSURANCE UNCTAD data show
CAPACITY . .

Building regional marine, energy, and political- that d'g'tal port
risk insurance platforms captures premiums upgrades can reduce
currently exported to London and Zurich. As dwell times by 30-50

trade risk is repriced, local underwriting and .

reinsurance capacity becomes a strategic percen t, dir ec"y

revenue stream. increasing throughput
value.”

PORTS, DATA, AND LOGISTICS

PLATFORMS

Investments in smart ports, customs automation, freight data platforms, and trade

finance integration position Gulf hubs as indispensable nodes regardless of route shifts.

UNCTAD data show that digital port upgrades can reduce dwell times by 30-50 percent,

directly increasing throughput value.”

GRID, STORAGE, AND HYDROGEN SYSTEMS

Large-scale batteries, hydrogen hubs, and cross-border interconnections monetize
reliability as a service as energy systems electrify. These assets benefit directly from
volatility suppression and redundancy expansion.

IRAN SCENARIOS: HOW THE GULF WINS EITHER WAY

The Gulf’s stabilizer role strengthens under both Iran outcomes—but through different
mechanisms.
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IF IRAN’S CURRENT GOVERNMENT REMAINS
e Sanctions persist, limiting Iran’s market access and capital inflows.
o Gulf states capture premium roles as compliant suppliers, financiers, insurers,
and logistics providers.
« Maritime security spending continues, reinforcing Gulf-led protection
architectures.®

IF IRAN’S GOVERNMENT FALLS
« Capital flows toward reconstruction, energy reintegration, and infrastructure
development.
« Gulf financial institutions, contractors, and logistics firms are best positioned
geographically and operationally to lead early-stage deployment.
« Stability capital—insurance, credit guarantees, and project finance—earns first-
mover returns.®

In both cases, the Gulf’'s advantage lies in readiness, balance-sheet strength, and
operational competence, not ideology.

FROM EXPORTERS TO ARCHITECTS
The strategic shift underway does not diminish the Gulf. It elevates it—if leveraged
correctly. Exporters sell commodities. Stabilizers design systems.

IF IRAN'S CURRENT GOVERNMENT REMAINS G IF IRAN’S GOVERNMENT FALLS

« Sanctions persist, limiting Iran’s market Capital flows toward reconstruiction, energy.

access and capital inflows. reintegration, and infrastructure development..

« Gulf states capture premium roles as ! Gulf financial'institutions, contractors, and
compliant suppliers, financiers, insurers, il logistics firms are best positioned geographically
and logistics providers. and operationally to lead early-stage deployment.

« Maritime security spending continues, Stability capital—insurance, credit guarantees,
reinforcing Gulf-led protection architectures.8 and project finance—earnsifirst:mover.returns.°

1e 4 e
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The Gulf's scale, capital depth, and institutional capacity allow it to shape how
redundancy is built, financed, insured, and defended. That role produces influence that
is quieter than coercion—but far more durable.

In a world where power is priced through confidence, the Gulf’s future relevance rests
on becoming indispensable to continuity. Those who invest accordingly will not merely
preserve influence—they will compound it."°
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INSURANCE, FINANCE & CAPITAL FLOWS

Summary

Insurance markets and capital allocators respond early to redundancy signals.
War-risk premiums compress faster, while infrastructure-heavy, stability-oriented 1,

investments attract a growing share of global capital

Insurance Markets Capital Allocation

Global marine war-risk Share of global FDI to logistics,
3 premium market size: infrastructure, and data hubs (2023).
M - ~52.5 3 billion P

annually*®

Share underwritten by INncrease in sovereign
the London market

wealth fund allocation
~65°54°3 to infrastructure (2015-2024 )

. .
—+ percentage points4 & -
4 ‘Share.underwritten by the London market ~65 %™ 14 G s - S
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cunpren o CHAPTER 8

T a— ISRAEL, THE EASTERN
e S s ' MEDITERRANEAN, AND GAS AS A
STABILITY ASSET

e Natural gas in the Eastern Mediterranean has
THE EASTERN evolved from a regional energy story into a
MEDITERRANEAN, structural stability asset. Its value lies not in
L AND GAS — scale alone, but in reliability, proximity, and
. “AS A STABILITY ASSET . . .
o integration potential. As global markets
== reward confidence over scarcity, Eastern
‘ Mediterranean gas—anchored by Israeli
production—functions as a moderating force
across energy pricing, infrastructure planning,
and regional risk perception.

This is not a story of dominance. It is a story of dependability.

WHY GAS FUNCTIONS DIFFERENTLY THAN OIL
Natural gas behaves differently from oil in both markets and strategy.

Gas is infrastructure-bound. It depends on pipelines, liquefaction plants, regasification
terminals, storage, and long-term contracts. These features reward predictability and
penalize disruption. Once infrastructure is built, stability becomes more valuable than
leverage.

For the Eastern Mediterranean, this creates three structural advantages:

e SHORT SUPPLY LINES TO EUROPE AND THE MIDDLE EAST
Proximity reduces transit distance, shipping exposure, and insurance costs
relative to long-haul LNG imports from the Atlantic or Indo-Pacific. Shorter routes
lower delivered-cost volatility and compress war-risk premiums embedded in
pricing.’

e CONTRACTUAL DISCIPLINE
Long-term gas contracts—often indexed to baskets rather than spot prices—
dampen volatility and stabilize forward curves. Oxford Institute analysis shows
that long-term contracting reduces price variance by 25-40 percent relative to
spot-indexed exposure during periods of geopolitical stress.2

e GRID AND POWER INTEGRATION
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Gas provides flexible baseload generation that stabilizes grids as renewable
penetration rises. World Bank data indicate that gas-backed systems reduce
blackout risk and curtailment costs by 20—-30 percent in transition-heavy grids.>

These characteristics make gas a stabilizing commodity, not a coercive one.

ISRAEL’S ROLE AS A RELIABLE PRODUCER

Israel’s offshore gas fields—Tamar, Leviathan, and Karish—are not among the world’s
largest. Combined proven reserves are estimated at approximately 1 trillion cubic
meters, modest by global standards.® Their strategic value lies elsewhere.

Production has been consistent. Contracts have been honored. Infrastructure has
expanded incrementally without politicized disruption.

For markets, this behavior matters more than volume.

Reliability reduces risk premiums. Predictable output attracts long-term financing.
Moody’s analysis shows that operational consistency can improve energy asset
valuation multiples by 10-20 percent compared to politically volatile peers.* Over time,
this builds trust capital that is difficult to replicate quickly.

From a regional perspective, Israeli gas functions as a confidence anchor—a supply
that markets assume will flow even during political stress.

LNG & GAS STABILITY INDICATORS

Summary

Natural gas—particularly Eastern Mediterranean gas—functions as

a stability asset. Long-term contracts and infrastructure dependence

dampen volatility and anchor predictable cash flows, reinforcing gas's

moderating role in energy markets.

Eastern Mediterranean Gas

Israel natural gas production |
(2023): ~2.2 becm/year** ‘5)1 %st

Share exported to < l:p 2
Egypt and Jordan: g A
~35-40 %= e % ) AN
\ Jordan Ly |
L\L\ ( Isebel : \ @ L ~7O %

Egypt LNG liquefattion ’k, /
capacity (Idku + Damletta) —‘& Average LNG contract tenor: 15-20

-~
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THE EASTERN MEDITERRANEAN AS A REGIONAL BUFFER
Eastern Mediterranean gas introduces redundancy at the margins. It does not replace
Gulf supply. It complements it.

This redundancy matters in three ways:

EUROPEAN DIVERSIFICATION

For Europe, Eastern Mediterranean gas reduces reliance on any single external
supplier, compressing risk premiums and stabilizing prices. European
Commission data show that diversified regional supply sources reduce exposure
to single-supplier shocks by 15-25 percent in forward planning models.®
REGIONAL POWER GENERATION

Gas exports to Jordan and Egypt support grid stability, desalination capacity, and
industrial growth without requiring large-scale new fuel logistics. The EIA
estimates that Eastern Mediterranean gas supplies account for a material share
of incremental power generation capacity in both countries.®

INSURANCE AND FINANCE EFFECTS

Stable regional gas flows moderate insurance assumptions across adjacent
shipping lanes, ports, and energy infrastructure. Swiss Re modeling links stable
gas throughput to lower infrastructure risk premiums across neighboring trade
corridors.”

Again, the cumulative effect is small and reliable volumes can have a stabilizing impact.

EGYPT AS THE INTEGRATION NODE
Egypt’'s LNG infrastructure transforms Eastern Mediterranean gas into a regional
system rather than a bilateral relationship.

Liquefaction at Idku and Damietta enables Israeli gas to reach global markets while
anchoring value-added activity—processing, storage, shipping, and financing—within an
Arab state. This converts transit into service provision and embeds Egypt into regional
energy value chains.?

For Arab capital, Egypt’s role is pivotal. It creates investable platforms across LNG,
logistics, shipping services, insurance, and energy finance without relying on toll-based
leverage alone. Integration replaces extraction.

IRAN SCENARIOS AND EASTERN MEDITERRANEAN GAS
The stabilizing value of Eastern Mediterranean gas increases under both Iran
outcomes.
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IF IRAN’S CURRENT GOVERNMENT REMAINS
e Sanctions continue to constrain Iranian gas exports and financing.
« [Eastern Mediterranean supply grows in relative importance as a compliant,
insurable alternative.
o Gulf and Egyptian infrastructure benefits from predictable flows and long-term
contracts.®

IF IRAN’S GOVERNMENT FALLS
« lranian gas reenters markets over time, but infrastructure, financing, and trust lag
production.
« [Eastern Mediterranean supply bridges the transition period, reducing price spikes
and integration risk.
« Early capital flows favor systems already operating within transparent regulatory
frameworks."®

In both scenarios, gas stability is monetized through continuity, not confrontation.

INVESTMENT PATHWAYS: PROFITING FROM STABILITY
From an Arab investment standpoint, Eastern Mediterranean gas presents concrete
opportunities:

MIDSTREAM AND LNG INFRASTRUCTURE
Equity in pipelines, liquefaction, storage, and regasification generates fee-based
returns insulated from spot volatility.

POWER AND DESALINATION PROJECTS
Gas-backed power plants and water infrastructure offer stable, long-duration cash flows
critical to regional resilience and population growth.

ENERGY INSURANCE AND HEDGING PLATFORMS

Regional insurance, reinsurance, and risk-management services tied to gas
infrastructure capture premiums currently exported offshore.

DATA AND GRID INTEGRATION

Investments in smart grids and cross-border energy management monetize
predictability as systems electrify and interconnect.

These opportunities reward patience, scale, and institutional discipline.

GAS AS A POLITICAL NEUTRALIZER
Gas does not erase politics. It disciplines them.
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Because gas infrastructure is capital-intensive and slow to replicate, it encourages
cooperation over brinkmanship. Disruption destroys value for all parties simultaneously.
[ISS analysis shows that interdependent energy infrastructure correlates with lower
escalation thresholds and greater crisis restraint.™

For the Eastern Mediterranean, this transforms gas from a commodity into a stabilizing
asset—one that quietly reduces volatility even when tensions remain unresolved.

THE STRATEGIC TAKEAWAY
Oil once rewarded leverage through disruption. Gas rewards trust through delivery.

In a world where markets price confidence, Eastern Mediterranean gas strengthens
regional stability without demanding political alignment. Its value lies in being boring,
predictable, and hard to interrupt.

For Arab states and investors navigating repricing and transition is the kind of asset that
compounds quietly—turning continuity into influence & stability into profit.*?
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s CHAPTER 9

TURKEY AND THE REPRICING
OF TRANSIT AMBITIONS

For more than two decades, Turkey has

e L pursued a clear strategic ambition: to position
" REPRICING oF - itself as the indispensable energy and trade

"_.’,;" TRANSIT AMBITIONS - corridor between East and West. Pipelines,

7 e ports, rail links, and diplomatic leverage were

4 all oriented toward one goal—control of

transit.

That ambition is not disappearing: it's being
repriced.

As global systems move from exclusivity toward redundancy, transit power no longer
accrues automatically to geography. It accrues to performance, predictability, and
integration within resilient networks.

THE TRANSIT STATE MODEL—AND ITS LIMITS

Turkey’s geographic position is real and valuable. It connects the Black Sea, the
Eastern Mediterranean, the Caucasus, Central Asia, and Europe. Over time, this
translated into leverage through pipelines such as BTC and TANAP, maritime access
through the Bosphorus, and expanding overland corridors.

The traditional transit-state model rested on three assumptions:
e That supply routes would remain limited
« That alternatives would be slow, costly, or politically constrained
e That control over passage translated into durable pricing power

Those assumptions are weakening.
By the early 2020s, LNG capacity growth, Arctic optionality, Eastern Mediterranean gas,
and diversified logistics corridors diluted the exclusivity on which transit leverage

depends. Turkey remains important—but it is no longer singular.’

OPTIONALITY AND THE DISCIPLINING OF AMBITION
Optionality changes behavior before volumes change.
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When shippers, energy buyers, and insurers believe alternatives exist—even imperfect
ones—transit states lose the ability to extract rents through delay, political signaling, or
regulatory friction. Markets discount worst-case scenarios. Contracts price flexibility.
Insurance models cap exposure.?

For Turkey, this introduces a structural constraint: transit ambition must now compete on
efficiency rather than necessity.

The repricing is visible across three domains:

e PIPELINE LEVERAGE COMPRESSES
Gas flows routed through Turkey face growing competition from LNG imports and
alternative pipeline routes. OIES analysis shows that LNG’s expanding role has
reduced the geopolitical premium once embedded in pipeline-dependent
markets, limiting transit-based bargaining power.?

e SHIPPING AND STRAITS NORMALIZE
The Bosphorus remains critical, handling tens of thousands of vessel transits
annually. Yet risk premiums compress as global trade routes diversify and Arctic
optionality caps exposure. Insurance pricing increasingly treats strait risk as
manageable rather than existential .*

e OVERLAND CORRIDORS FACE BENCHMARKING
Rail and road transit must now meet cost, reliability, and transparency
benchmarks set by maritime and digital logistics alternatives. World Bank data
indicate that corridor competitiveness depends less on distance and more on
customs efficiency, dwell time, and data integration.®

FROM GATEKEEPER TO SERVICE PROVIDER
The repricing of transit ambition does not weaken Turkey.
It clarifies its opportunity.

Transit power now rewards those who provide services, not those who assert control.
Predictable customs clearance, integrated rail-port systems, dispute resolution
mechanisms, and real-time data transparency matter more than positional advantage
alone.

Turkey’s comparative advantage lies in conversion:
e From control to coordination
e From leverage to logistics competence
e From bottleneck to network node
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OECD analysis shows that countries making this shift early capture more durable value
even as exclusivity fades.®

IMPLICATIONS FOR REGIONAL CAPITAL
For Arab investors, Turkey’s repricing creates selective opportunity rather than blanket
risk.

Capital performs best where it supports service-based transit assets:

e LOGISTICS AND FREIGHT PLATFORMS
Digital freight management, customs automation, and rail—port integration
generate fee-based income insulated from political cycles and corridor
exclusivity.

e ENERGY STORAGE AND BALANCING
Gas storage facilities, electricity interconnections, and grid-balancing services
monetize volatility management rather than volatility itself. S&P analysis links
such assets to improved credit resilience in transit economies.”

e INSURANCE, ARBITRATION, AND FINANCE SERVICES
Transit-related legal, insurance, and financing services capture value
independent of physical chokepoint control.

These investments benefit from Turkey’s location without depending on monopoly logic.

IRAN SCENARIOS AND TURKEY’S POSITION
Turkey’s transit role evolves under both Iran outcomes.

IF IRAN’S CURRENT GOVERNMENT REMAINS
e Sanctions constrain Iranian overland and energy transit ambitions.
o Turkey retains relevance but faces limits as LNG and Arctic routes cap leverage.
« Service quality and reliability determine competitiveness more than politics.®

IF IRAN’S GOVERNMENT FALLS
o Overland trade and energy routes reopen gradually.
o Turkey competes with the Caucasus, Gulf, and maritime corridors rather than
dominating them.
« Early movers in logistics services—not gatekeeping—capture returns.®

In both cases, ambition must be matched with institutional performance.

THE STRATEGIC TAKEAWAY
Turkey is not losing relevance. It is losing monopoly logic.

Page 53 of 105-v22



In a system that rewards redundancy, transit ambition is repriced toward efficiency,
reliability, and integration. Geography still matters—but it no longer guarantees
leverage.

For the Middle East and its investors, the lesson is consistent across regions: influence
is migrating away from chokepoints and toward systems. Those who build and manage
networks outperform those who rely on position alone.

Turkey’s future relevance lies not in controlling passage, but in making passage work
better than anyone else.™
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SO CHAPTER 10

IRAN: WHAT CHANGES WHEN THE
CENTER OF GRAVITY COLLAPSES

T L J M‘Zﬁ

IRAN;" : Iran sits at a unique nexus of geography,
WHAT CHANGES energy, and regional influence. It holds some
- WHEN THE CENTER OF of the world’s largest proven oil and gas

GRAVITY COLLAPSES reserves, borders the Strait of Hormuz—

- 5 : through which roughly 20% of globally traded
oil transits daily—and occupies a strategic
land bridge between Asia, the Middle East,
and Europe.’? Yet Iran’s current political
economy is structurally fragile. Economic
distortion, institutional decay, and prolonged
sanctions have hollowed out resilience.

A collapse or fundamental transformation of Iran’s governing system would therefore
constitute one of the most consequential strategic shocks the Middle East has
experienced in decades.

This chapter does not speculate on political timelines. It evaluates how markets, capital,
and strategic systems respond when a regional center of gravity weakens or breaks—
and where risk converts into opportunity.

THE STRUCTURAL FLAWS UNDER SANCTIONS
Years of sanctions, governance inefficiency, and reliance on opaque trade mechanisms
have degraded Iran’s economic foundations.

Despite restrictions, Iran has continued exporting oil through a so-called “shadow
fleet"—aging tankers operating with obscured ownership, disabled tracking systems,
and discounted pricing. Estimates suggest that Iranian crude has traded at $10-20 per
barrel below Brent benchmarks, compressing fiscal revenue even when volumes hold.?*

Sanctions have also distorted Iran’s industrial base:
« Energy inefficiency remains extreme; Iran consumes nearly twice as much
energy per unit of GDP as the OECD average.®
« Manufacturing competitiveness has declined due to capital shortages, outdated
equipment, and restricted technology transfer.
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o Fiscal stress persists as fuel subsidies consume an estimated 10—15 percent of
GDP, crowding out productive investment.®

These pressures increase the probability that a regime crisis—should it occur—would
transmit rapidly into energy markets, regional logistics, and credit systems.

MARKETS MOVE BEFORE REGIMES FALL
Markets price expectations before political outcomes are confirmed.

If credible signals emerge that Iran’s political cohesion or policy continuity is weakening,
global markets would respond immediately:

ENERGY RISK PREMIUMS EXPAND
Even absent physical disruption, traders and insurers would price higher probabilities of
instability around Hormuz. Historical precedent shows that mere escalation risk can add
$5-10 per barrel to short-term pricing.”

LONG-DATED CONTRACT REPRICING
Oil, LNG, and petrochemical contracts would embed higher geopolitical risk premiums,
affecting forward curves well beyond Iranian supply alone.

CAPITAL REALLOCATION BEGINS EARLY

Sovereign wealth funds, pension funds, and insurers would rebalance exposure toward
jurisdictions perceived as institutionally resilient, accelerating capital flows toward the
Gulf, Eastern Mediterranean, and Arctic-linked alternatives.

Because Iranian exports already trade at a discount, expectation—not disruption—
drives repricing.

SCENARIO ANALYSIS: IF IRAN’'S GOVERNMENT COLLAPSES
A collapse or radical transition would generate four categories of consequence.

ENERGY REINTEGRATION AND MARKET EFFECTS
If sanctions were lifted and Iran reentered official markets:
« lranian oil and gas flows would become fully tracked and insurable, eliminating
shadow-fleet distortions.
« Additional supply—potentially 1—2 million barrels per day over time—would weigh
on long-run price expectations rather than trigger short-term spikes.®
o Freight, insurance, and transaction costs would fall as sanctioned-barrel risk
premiums unwind.
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Reintegration would not be immediate. Infrastructure certification, safety compliance,
and contract enforcement would require years.

Investment implication:

Early positioning in pipelines, port facilities, storage, and energy insurance platforms
tied to authenticated Iranian exports could capture yields ahead of market
normalization.

FISCAL RECONSTRUCTION AND CAPITAL INFLOW

Post-collapse Iran would inherit a damaged balance sheet:
« Infrastructure investment gaps measured in the hundreds of billions of dollars
« A weakened banking system requiring recapitalization
« Currency stabilization needs following years of rial depreciation

A transitional authority would require rapid external capital to stabilize the
macroeconomy.

Investment implication:

Participation in reconstruction bonds, infrastructure funds, and sovereign-guaranteed
projects would offer structurally high returns—provided governance safeguards and
multilateral backstops are present.®

Summary

Iran combines vast resource potential with deep structural fragility.
Sanctions-driven inefficiencies and discounted exports magnify the economic
impact of any political transition, with reintegration carrying region-wide implications.

Energy & Economy Demographics
ﬁ Proven oil reserves: ~155 billion barrels ﬁ# Population: ~89 million
4™ globally)+2

3 ﬂ Median age: ~32 years
é S) Proven natural gas reserves: ~34 trillion cubic meters

(27 globally)** S Efl Urbanization rate: ~76 96 &=
1 o e i

Average oil export discount under sanctions:
o $10-15/bbl**
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REGIONAL TRADE AND LOGISTICS REALIGNMENT
Normalization would reopen Iran’s land geography:
e Overland corridors through Turkey, Iraq, and the Caucasus regain commercial

viability

e Maritime chokepoint dependence declines marginally as rail and road options
expand

o Logistics hubs in Turkey, Iraq, Oman, and the Gulf capture first-mover
advantages

Investment implication:
Rail, customs-integration platforms, bonded warehousing, and cross-border freight
services become high-leverage assets.

GEOPOLITICAL REALIGNMENT AND SECURITY COSTS
A collapse would trigger competition among global and regional powers:
« Investment frameworks, defense cooperation, and energy contracts become
contested
« Transitional instability elevates political-risk and war-risk insurance premiums
o Cybersecurity, infrastructure protection, and surveillance demand rises sharply

Investment implication:
Defense technology, cyber resilience, energy-infrastructure hardening, and maritime
security insurance generate risk-adjusted premium returns.®

RISK VS. OPPORTUNITY: A CAPITAL FRAMEWORK
PRIMARY RISKS
o Short-term oil and gas price volatility driven by uncertainty
o Elevated insurance premiums during political transition
o Geopolitical friction as influence is renegotiated

PRIMARY OPPORTUNITIES
o Early stakes in official Iranian energy exports (pipelines, terminals, LNG
interfaces)
e Reconstruction finance: infrastructure, power, water, and transport
« Trade corridor investment linking Iran to diversified logistics networks
« Security and insurance services monetizing transition risk

Timing is decisive. Early movers capture outsized returns, but only with disciplined risk
architecture.
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THE STRATEGIC TAKEAWAY
Iran’s potential collapse does not merely reshuffle regional politics.
It reprices risk across energy, trade, finance, and security systems.

In a redundancy-driven global order, disruption offers diminishing leverage. What
matters is how quickly systems can absorb shock, normalize flows, and reallocate
capital.

For Arab and Islamic investors, the lesson is structural rather than ideological:
o Instability creates volatility.
« Normalization creates platforms.
e Prepared capital captures both.

If the Iranian center of gravity collapses, relevance will belong not to those who wait for
clarity—but to those who understand how power is priced before clarity arrives.
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TR CHAPTER 11

CAPITALIZING ON THE TRANSITION:
STRUCTURED INVESTMENT STRATEGIES
FOR A POST-IRAN MARKET

Tl
i

- CAPITALIZING
ON THE TRANSITION:

A collapse or fundamental transformation of
Iran’s current governing system would trigger
one of the largest economic resets in the
modern Middle East. Markets would not wait
for political finality. Expectations would reprice
risk early, capital would reposition ahead of
formal normalization, and sectors tied to
energy, finance, logistics, and infrastructure
would experience accelerated inflows.

Chapter 11 outlines legally structured investment strategies designed for Arab and
regional investors seeking to balance risk and return in a post-transition environment.
The emphasis is on sequenced entry, institutional safeguards, and monetizable stability
rather than speculative exposure.

ENERGY AND INFRASTRUCTURE REINTEGRATION

OFFICIAL ENERGY EXPORT EXPANSION

In a post-transition environment, Iranian oil and gas exports would shift from opaque
“shadow fleet” methods to fully legitimate, insured, and tracked flows. Today, Iranian
crude is estimated to trade at $10-20 per barrel discounts due to sanctions-related risk,
insurance limitations, and financing friction.? Normalization would narrow these
discounts materially.

Iran holds approximately 208 billion barrels of proven oil reserves (third globally) and 34
trillion cubic meters of natural gas (second globally), yet production efficiency and
monetization remain far below potential.>*

Investment pathways:
e Upstream production partnerships (with strict compliance frameworks)
« Pipeline financing linking Iran to Turkey, Iraq, Oman, and LNG interfaces
« LNG and gas-processing facilities to monetize stranded gas
o Refining upgrades to meet export-grade standards
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Return logic:
First-mover positioning captures yield before competitive normalization compresses
margins.

PUBLIC-PRIVATE INFRASTRUCTURE FINANCE

Iran’s infrastructure deficit is structural. World Bank estimates suggest underinvestment
exceeding $300-500 billion across power, transport, water, and urban systems due to
decades of isolation.®

Iran holds approximately 208 billion barrels
of proven oil reserves (third globally) and 34
trillion cubic meters of natural gas (second
globally), yet production efficiency and
monetization remain far below potential.**

Priority sectors include:
o Power generation and grid modernization (loss rates exceed 15 percent,
compared to <7 percent OECD averages)
e Rail and port rehabilitation along east—west trade corridors
e Water, desalination, and urban sanitation projects

Investment structures:
« Sovereign- or multilateral-backed PPPs
e Infrastructure bonds with revenue guarantees
e Green and transition finance tied to measurable delivery metrics

Risk profile:
High yield with mitigated downside when guarantees and milestone-based
disbursement are applied.

BANKING AND CREDIT SYSTEM RECONNECTION
Reintegration of Iranian banks into SWIFT and correspondent banking systems would
immediately lower transaction costs and restore trade finance capacity.

Currently:

« lranian trade finance costs are estimated 30-50 percent higher than regional
peers due to sanctions friction.®
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« Capital controls and FX segmentation suppress credit creation and foreign
participation.

Structured strategies:
o Bank recapitalization vehicles (minority stakes)
o Correspondent banking partnerships tied to export flows
« Trade finance platforms linked to energy, industrial, and agricultural exports

Return logic:
Once credit risk is ring-fenced, financial intermediation produces durable, compounding
returns.

LOGISTICS, PORTS, AND FREE ZONES
Iran’s geography positions it at the junction of Asia—Middle East—Europe trade, yet
logistics underperformance remains acute.
World Bank logistics indicators place Iran well below regional comparators in customs
efficiency and infrastructure quality.” Post-normalization, targeted investments can
unlock:

« Port expansions and container handling

o Rail-linked logistics parks along Turkey—Caucasus corridors

o Free trade zones offering tax and customs incentives

Layered with digital customs and freight platforms, these assets generate predictable,
fee-based income insulated from commaodity cycles.?

DIGITAL, FINTECH, AND
PAYMENT INFRASTRUCTURE

Iran’s demographics favor. répid digital upta

« Population ~89 million, with over 60 percent
under age 35

© % .+ Smartphone penetration exceeds 70 percent,
despite financial controls®
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DIGITAL, FINTECH, AND PAYMENT INFRASTRUCTURE
Iran’s demographics favor rapid digital uptake:
e Population ~89 million, with over 60 percent under age 35
o Smartphone penetration exceeds 70 percent, despite financial controls®

Post-transition reforms would accelerate demand for:
o Digital wallets and retail payments
o Cross-border remittance systems
e AML, compliance, and reg-tech platforms

Entry models:
Joint ventures, licensing agreements, and minority equity stakes with strong
cybersecurity oversight.

INDUSTRIAL UPGRADES AND MANUFACTURING
Iran retains latent industrial capacity across petrochemicals, steel, cement, and
automotive components.
Sanctions constrained technology access, not demand. Post-transition investment
targets include:

o Enhanced oil recovery (EOR) technologies

e Process automation and efficiency upgrades

e Industrial equipment and materials processing

Manufacturing productivity gains of 20—30 percent are achievable through
modernization alone, according to IMF and World Bank benchmarks.®

HUMAN CAPITAL AND EDUCATION INVESTMENT
Iran produces over 250,000 STEM graduates annually, but underemployment remains
high due to capital scarcity."
Strategic investments include:
« Vocational and technical institutes
e University and research partnerships
« Engineering and IT upskilling platforms

Human capital investment anchors other sectors and reduces execution risk across
infrastructure and technology deployments.

MINERALS, METALS, AND RESOURCE PROCESSING
Iran holds significant reserves of copper, iron ore, zinc, and industrial minerals, with
emerging relevance to regional supply chains.®
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Opportunities include:
o Extraction partnerships with processing upgrades
e Value-added metallurgy and downstream fabrication
« Integration into Gulf and Asian industrial demand

These assets benefit from global efforts to diversify mineral sourcing beyond
concentrated suppliers.

REAL ESTATE AND URBAN DEVELOPMENT

Political normalization typically triggers rapid urban capital inflows. Target segments:
« Residential and mixed-use developments
e Hospitality and tourism assets
e Smart city and transit-oriented projects

Structured vehicles (REIT-style platforms) can compound rental yield plus appreciation
while spreading risk.

RISK MITIGATION STRUCTURES

Successful exposure requires disciplined protection:
A. SANCTIONS-COMPLIANT FUNDS
Strict screening, escrow controls, and multilateral oversight.
B. POLITICAL AND CRISIS INSURANCE
Sovereign-backed and private instruments hedging instability.
C. DUAL LISTING AND FX HEDGING
Cross-listed instruments and currency risk management.
D. PHASED CAPITAL RELEASE
Milestone-based funding tied to regulatory, FATF, and banking normalization
benchmarks.

TIMING, SEQUENCING, AND EXITS

Phase 1 — Pre-transition:

Monitoring, partnerships, compliance architecture.
Phase 2 — Early transition:

Infrastructure finance, banking re-entry, logistics.
Phase 3 — Normalization:

Energy scale-up, industrial modernization.

Phase 4 — Maturity:

Consumer, tech, real estate expansion.
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Exit options:
Syndicated sell-downs, SPAC mergers, trade-to-equity conversions, and secondary-
market listings.

CONCLUSION: TRANSITION IS CAPITAL, NOT JUST POLITICS

A transition in Iran is not merely a geopolitical event. It is a capital reallocation
mechanism—unlocking sectors long insulated by sanctions and repricing regional
systems tied to energy, trade, and finance.

For Arab and Islamic investors, disciplined strategies that combine timing, compliance,
and phased exposure offer the opportunity to capture returns before normalization
compresses upside.

Those who prepare early will not be speculating on politics.
They will be positioning capital where systems reconnect—and value compounds.
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CHAPTER 12
e T ey T REGIONAL REALIGNMENT:
) WHO GAINS, WHO LOSES, AND WHY
“REGIONAL The shift from scarcity-based leverage to

. REALIGNMENT: . - redundancy-based systems does not weaken
Sy WHO GAINS, - the Middle East uniformly. It reorders

* WHO LOSES, AND _w'HY 2 influence internally. States are differentiated

: : less by geography and more by fiscal

resilience, institutional capacity, and
execution speed. What follows is a country-
by-country assessment of how this transition
reshapes strategic and economic standing—
using the most recent macro, fiscal, and
market indicators where applicable.

SAUDI ARABIA — FROM PRICE TAKER TO PERFORMANCE TEST

Saudi Arabia faces the most consequential adjustment. Fiscal pressure becomes
structural rather than cyclical as sustained oil price compression weakens the historical
boom-bust buffer that allowed reform to be delayed during upcycles. As volatility
declines, fiscal outcomes increasingly track baseline prices rather than episodic spikes.’

Key Statistics
« Fiscal breakeven oil price: Frequently estimated $75-$85 per barrel (range
varies by year and policy assumptions).?
« Oil revenues: Roughly 60-65% of government revenue in recent years.?
e Public debt: Rising from low single digits a decade ago to ~25-30% of GDP,
increasing sensitivity to borrowing costs.?

Vision 2030 therefore shifts from aspirational diversification to macroeconomic
necessity. Failure to deliver measurable non-oil revenue growth, employment
absorption, and private-sector productivity would compound social pressure, elevate
sovereign borrowing costs, and reduce strategic flexibility.?

Saudi leverage does not disappear; it becomes performance-contingent. Influence
increasingly depends on execution capacity—regulatory reform, capital efficiency, and
institutional credibility—rather than energy volatility alone.* The Kingdom’s future
standing hinges less on what it produces and more on how effectively it governs
transition.
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UNITED ARAB EMIRATES — SYSTEM STABILIZER IN A REDUNDANCY ERA

The UAE emerges as a primary beneficiary of redundancy-driven realignment. Its
diversified economic base, advanced logistics infrastructure, deep financial markets,
and regulatory agility position it as a stabilizing node in a system that rewards reliability
over scarcity.®

Key Statistics
« Non-oil GDP: Exceeds 70% of total GDP, among the highest in the region.®
« Logistics performance: Consistently ranks in the top global quartile on customs
efficiency and infrastructure.®
« Sovereign wealth assets: Estimated >$1.5 trillion, enabling countercyclical
investment and market backstopping.®

As chokepoint primacy declines, the UAE’s role as an integrator—linking energy, trade,
finance, and services—grows in value. Capital allocators, insurers, and multinational
firms increasingly favor predictable operating environments, a preference that
structurally advantages the UAE.®

This is not opportunism; it is structural fit.

QATAR — LNG SCALE WITHOUT EXCLUSIVITY

Qatar’s LNG dominance persists, but marginal pricing power erodes as Arctic LNG and
diversified gas supply weaken perceptions of exclusivity. The strategic challenge is not
volume; it is leverage.”

Key Statistics
e LNG export capacity: ~77 mtpa, expanding toward 110 mtpa by mid-decade.”
« Fiscal breakeven: Among the lowest in the region, reflecting gas-linked
revenues and long-term contracts.?

Qatar’s response hinges on contract architecture: longer tenors, destination flexibility,
portfolio management, and downstream integration. LNG remains valuable, but
advantage shifts from scarcity toward contract sophistication and balance-sheet
strength.®

Qatar remains strong—but strength must now be defended through structure, not
assumption.
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IRAN — SHRINKING LEVERAGE, RISING STRAIN

Iran is among the clearest losers. Sanctions already constrain economic options;
declining chokepoint leverage further reduces asymmetric bargaining power. As markets
price less risk into Hormuz disruption scenarios, Iran’s ability to extract concessions
through threat diminishes.?

Key Statistics
« Oil exports: Persist via discounts estimated at $10-$20 per barrel below
benchmarks.®
« Energy inefficiency: Energy intensity roughly 2x OECD average, worsening
fiscal drag.™
o Fiscal stress: High subsidies and limited capital access constrain adjustment.*®

This increases internal economic strain while narrowing external leverage, raising the
likelihood that influence is pursued through non-economic channels. Strategically, Iran
faces a shrinking and riskier toolset.' The transition penalizes coercion without
institutional credibility.

ANALYSIS — WHO WINS, WHO LOSES (ECONOMIC RATIONALES)

B |

Summary e
TN

Logistics performance has become a primary determinant of relevance. w

States that deliver speed, reliability, and integration outperform those relying on geography alone,

reinforcing the shift from chokepoints to systerns.

- WINNERS (RELATIVE GAINERS) LOSERS (HIGH RISK) --

P Saudi Arabia 4 = il

= United Arab Emirates 4

Low breakeven, diversified economy,

world-class logistics and finance;
redundancy rewards integration and

High breakeven and oil reliance, sustained :‘
compression makes Vision 2030 execution
decisive.

reliability.

L. Qatar 4
LNG scale and balance-sheet strength; :
competition rises, but contract sophffistication

re

i
s

and downstream integration defend share. KEY UNCERTAINTIES = Iran ‘
: Israel A Pace of Arctic Sanctions plus hlgh
| Not oil-fiscal-dependent, strong tech, defense, ‘ DevelopmentMarkets
R and manufacturing; benefits from lower price expectations; timelines
volatility and capital inflows. remain uncertain.

; L Oman (Conditional) 4~

EELs: Upside depends on infrastructure and tax
reform execution, neutrality plus delivery v ScarCity premmxstmpormly ok
yields gains. : - :

Geopolitical Shocks
Episodic conflict can revive
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ISRAEL — STABILITY AS A FORCE MULTIPLIER

Israel benefits structurally. Diversified energy access, reduced regional volatility, and
deep integration into technology, defense, and advanced manufacturing align well with a
redundancy-based system."

Key Statistics
« R&D intensity: ~5% of GDP, among the highest globally.?
« Energy mix: Growing domestic gas supply stabilizes power and export
planning.™

As energy leverage declines across the region, Israel’s advantages—innovation density,
institutional stability, and network integration—become more salient. Lower volatility
improves long-horizon planning for both security and economic policy.'? Stability
compounds.

EGYPT — THE END OF TOLL-BASED COMFORT

Egypt faces meaningful pressure. Suez Canal revenues encounter structural
compression as Arctic routes introduce optionality and cap disruption premiums. While
the canal remains vital, its monopoly value declines.™®

Key Statistics
« Suezrevenues: Historically $8—10 billion annually, sensitive to rerouting and
insurance behavior."
« Debt burden: Elevated public debt increases sensitivity to revenue volatility.

Egypt’s viability depends on moving up the value chain: port modernization, logistics
services, energy processing, and regional trade facilitation. Passive reliance on transit
fees is insufficient in a diversified routing environment.’ Egypt must convert location
into service.

OMAN — CONDITIONAL UPSIDE THROUGH EXECUTION
Oman’s position improves modestly and conditionally. Neutrality and geography outside
the Hormuz bottleneck offer potential as a logistics and transshipment hub.'®

Key Statistics
o Fiscal reform progress: Improved but uneven; execution remains decisive.'®
e Logistics ambition: Port and free-zone investments underway but not yet fully
scaled.”
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These advantages materialize only with sustained infrastructure investment, regulatory
reform, and integration into global logistics networks. Neutrality alone does not generate
influence.'® Execution determines outcome.

KUWAIT & BAHRAIN — FISCAL EXPOSURE WITHOUT DIVERSIFICATION
Kuwait and Bahrain face high fiscal vulnerability. Limited diversification, heavy
hydrocarbon dependence, and constrained reform momentum increase exposure to
sustained price compression.’”

Key Statistics
« Fiscal break evens: Among the highest regionally (Bahrain notably elevated)."”
« Diversification: Slower non-oil growth relative to peers.'®

Absent accelerated restructuring, both risk declining fiscal resilience and reduced
strategic relevance. External support and
internal reform become increasingly

Manufacturing productivity intertwined.® Delay compounds cost.

gains of 20-30% are
achievable through TURKEY — TRANSIT AMBITIONS

. . REPRICED
modernization alone, Turkey experiences mixed effects.

according to IMF and World  Reduced chokepoint leverage weakens

Bank benchmarks. geographic advantage, but diversified
routes enhance Turkey’s role as a

manufacturing, transit, and services hub linking Europe, Asia, and the Middle East."®

Key Statistics
« Manufacturing base: Large and export-capable, benefiting from network
integration.™®
o Macro volatility: Inflation and policy uncertainty elevate capital sensitivity.?

Outcomes depend on macroeconomic discipline and institutional credibility. Integration

opportunities exist, but capital sensitivity to policy volatility remains a binding
constraint.?® Geography opens doors; policy decides entry.
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COMPARATIVE REGIONAL ANALYSIS — KEY STATISTICS SNAPSHOT

ANALY

FISCAL BREAKEVEN REVENUI 3 SYSTEM l SYSTEM
ECONOMIC BASE | CORE METRIC DEPENDENCE/ L POSITIONING POSITIONING

COUNTRY

JRKEY

WHAT THE TABLE REPRESENTS

Diversification beats scale: UAE and Israel outperform despite smaller resource
bases.

High breakevens = fragility: Saudi Arabia, Kuwait, and Bahrain are most exposed to
sustained price compression.

Leverage is repriced: Iran and Egypt lose influence as chokepoint and disruption
premiums decline.

Balance sheets matter more than barrels: Sovereign wealth and fiscal flexibility
increasingly determine strategic room.

Execution replaces endowment: Future standing depends less on resources and
more on governance, regulation, and capital efficiency.
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STRUCTURAL CONCLUSION — ADAPTABILITY AS THE NEW CURRENCY
Greenland does not uniformly weaken the Middle East—it reorders it. The shift from
scarcity to redundancy separates states that adapt from those that stagnate. Geography
no longer compensates for fiscal rigidity, delayed reform, or institutional weakness.

Influence accrues to states that deliver reliability, integration, and performance. Those
relying on inherited advantages face gradual but irreversible erosion of relevance. In the
emerging system, adaptability is not a strategy—it is the price of admission.

ANALYSIS — WHO WINS, WHO LOSES (ECONOMIC RATIONALES)
WINNERS (RELATIVE GAINERS)
1. United Arab Emirates — Low breakeven, diversified economy, world-class
logistics and finance; redundancy rewards integration and reliability.
2. Qatar — LNG scale and balance-sheet strength; competition rises, but contract
sophistication and downstream integration defend share.
3. Israel — Not oil-fiscal-dependent; strong tech, defense, and manufacturing;
benefits from lower volatility and capital inflows.
4. Oman (Conditional) — Upside depends on infrastructure and tax reform
execution; neutrality plus delivery yields gains.
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LOSERS (HIGH RISK)

1.

Saudi Arabia — High breakeven and oil reliance; sustained compression makes
Vision 2030 execution decisive.

Iraq — Extreme oil dependence, elevated breakeven, limited fiscal space.

Iran — Sanctions plus high breakeven; reduced chokepoint leverage lowers
bargaining power.

Kuwait & Bahrain — Small, oil-dependent economies; Bahrain’s elevated
breakeven signals acute vulnerability.

Egypt — Exposed to declining Suez premiums; must pivot rapidly to value-
added logistics (recent Red Sea disruptions underscore fragility).’

KEY UNCERTAINTIES

Pace of Arctic Development: Markets price expectations; timelines remain
uncertain.

Geopolitical Shocks: Episodic conflict can revive scarcity premiums temporarily.
Policy Response Speed: Outcomes hinge on reform execution and supply-
chain partnerships.
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g i CHAPTER 13
S = MILITARY POWER IN A
REDUNDANCY-DRIVEN SYSTEM

=

TARY POWER The strategic shift driven by Greenland and
S broader global redundancy does not reduce
REDUNDANCY-DRIVEN - the i t £ milit it ch
SYSTEM st o e importance of military power—it changes

how military power produces value. As
energy markets, trade routes, and supply
chains become more resilient, the economic
payoff from coercion, disruption, and proxy
conflict declines. Military influence
increasingly depends on a state’s ability to
protect systems rather than threaten them.5”

This is not demilitarization.
It is repricing.

Capabilities that once generated outsized economic impact through disruption now yield
diminishing marginal returns. Conversely, investments that preserve continuity—keeping
trade flowing, infrastructure operating, and information secure—produce
disproportionate strategic and financial influence.

THE FINANCIAL LOGIC OF MILITARY REPRICING
This transformation carries direct financial consequences. Defense spending misaligned
with new strategic realities delivers lower marginal returns, while targeted investments

in interoperability, surveillance, and resilience generate higher strategic yield per
dollar.©®

Across capital markets and sovereign credit analysis, defense budgets are no longer
judged solely by deterrence optics or arsenal size. They are increasingly evaluated on:
o Cost efficiency per capability delivered
o System-protection effectiveness
« Alliance integration and interoperability
« Spillover benefits to technology, trade, and finance

Military power that fails to translate into economic stability or investor confidence

becomes fiscally and politically unsustainable. Sovereign risk assessments increasingly
incorporate defense efficiency rather than raw spending totals.®®
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Key Statistics
» Global military spending exceeded $2.4 trillion in 2023, yet only a fraction was
directed toward system-protection capabilities such as missile defense, cyber
resilience, and maritime security.”
e Insurance losses tied to infrastructure disruption (energy, shipping, cables) now
exceed $100 billion annually in modeled exposure—driving demand for
protection rather than retaliation.™

FROM COERCION TO CONTINUITY

For decades, Middle Eastern security influence rested heavily on the ability to impose
costs on global systems—through proxy warfare, shipping harassment, energy
infrastructure threats, or escalation risk. This approach worked because global markets
were fragile, alternatives were limited, and disruption produced outsized economic
effects.”

As redundancy increases, that fragility declines.
Markets now absorb shocks more quickly. Insurers cap exposure faster. Investors
discount prolonged disruption scenarios earlier. The result is a strategic repricing of
military coercion:

o It costs more to execute

o It provokes faster countermeasures

e It yields smaller economic returns™

— MILITARY & SECURITY EXPENDITURE

Summary

Military power is being economically repriced. High spending alone

no longer guarantees influence; returns increasingly favor system-protection,

interoperability, and resilience, with inefficient spending facing rising fiscal scrutiny.

Defense Spending (2023, SIPRI) Defense Spending as % of GDP

P Saudi Arabia: ~$75 billion32 Saudi Arabia: ~7.0 %
Israel: ~4.5 %
Oman: ~5.2%

Bahrain: ~4.9%

“Z | Israel: ~$23 billion34
=

: United Arab Emirates (est).
~$20-22 billion3s

E Iran (PPP-adjusted est) ~$10—15 billion=¢ _af{rw

Pl Turkey: ~$15-17 billion37 %

Defense Spending
as % of GDP
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Coercion still exists—but it is no longer decisive.

THE NEW SOURCES OF MILITARY RELEVANCE
Military relevance now shifts toward capabilities that preserve continuity, including:

Integrated Air and Missile Defense (IAMD)

Maritime Domain Awareness and Sea-Lane Security
Cyber and Space Resilience

Intelligence Fusion and Alliance Interoperability

These capabilities reduce tail risk across energy, trade, and financial systems. Their
value compounds because they lower insurance premiums, stabilize capital flows, and
protect infrastructure uptime.”™

This shift favors doctrinal modernization over force expansion and places sustained
pressure on defense budgets to demonstrate economic as well as tactical return.”®

COUNTRY-BY-COUNTRY MILITARY AND FINANCIAL IMPACT
SAUDI ARABIA

MILITARY IMPACT: Saudi Arabia’s defense budget—among the world’s top
five—retains deterrent value, but systems optimized for regional coercion deliver
lower returns in a redundancy-driven environment. Strategic emphasis shifts
toward air defense, missile interception, and critical-infrastructure
protection rather than offensive signaling.”

FINANCIAL IMPACT: Defense spending exceeding 6—7% of GDP collides with
oil-price compression, creating dual fiscal stress. Efficiency and integration
become mandatory.’®

NET EFFECT: Influence remains significant but becomes costlier to sustain
unless modernization aligns with system-protection priorities.

UNITED ARAB EMIRATES

MILITARY IMPACT: The UAE is structurally well positioned. Its focus on ISR,
missile defense, maritime security, and interoperability aligns precisely with
the new strategic environment. Smaller, integrated forces gain relative
influence.”™

FINANCIAL IMPACT: Defense efficiency complements diversification. UAE
defense investments generate high strategic return per dollar and reinforce
investor confidence.®®

NET EFFECT: Clear winner. Military credibility reinforces financial and
diplomatic strength.
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QATAR

MILITARY IMPACT: Qatar’s security model—hosting allied forces and
emphasizing deterrence through partnerships—gains value. Independent
coercive capability matters less than alliance embeddedness.?

FINANCIAL IMPACT: LNG revenues sustain defense spending, but leverage
increasingly flows from diplomatic alignment, not force projection.??

NET EFFECT: Stable, alliance-driven posture with durable influence.

MILITARY IMPACT: Iran’s doctrine relies on asymmetric disruption: proxies,
shipping threats, and infrastructure risk. As global systems absorb shocks more
effectively, these tools lose strategic efficiency.®

FINANCIAL IMPACT: Sanctions already constrain Iran’s economy. Proxy warfare
becomes financially draining, not decisive. Estimated proxy expenditures exceed
$6—10 billion annually, yielding declining returns.®

NET EFFECT: Clear loser. Military tools yield diminishing leverage while
economic pressure intensifies.

ISRAEL

MILITARY IMPACT: Israel benefits structurally. Emphasis on missile defense
(Iron Dome, Arrow), cyber capability, intelligence fusion, and technology
integration aligns with system-protection priorities.2®

FINANCIAL IMPACT: Defense spending produces strong spillovers into
technology exports and innovation. Military R&D contributes to Israel’s ~5% of
GDP R&D intensity, among the highest globally.2®

NET EFFECT: Strong winner. Security posture reinforces economic and
technological leadership.

EGYPT

MILITARY IMPACT: Large conventional forces face declining leverage absent
modernization. Naval security and infrastructure protection grow more relevant
than mass force posture.?”

FINANCIAL IMPACT: Defense spending competes with debt service and social
spending. Without reform, military outlays risk becoming a fiscal drag.®®

NET EFFECT: At risk of inefficiency unless doctrine and procurement shift.

OMAN

MILITARY IMPACT: Neutrality and defensive orientation gain relative value.
Maritime security and surveillance matter more than offensive capability.®®
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e FINANCIAL IMPACT: Modest spending yields outsized influence if paired with
diplomacy and logistics integration.*°
e NET EFFECT: Conditional winner with disciplined modernization.

KUWAIT & BAHRAIN
e MILITARY IMPACT: Reliance on external security guarantees increases as
independent coercive capability loses relevance.®
e FINANCIAL IMPACT: High defense costs relative to fiscal capacity heighten
vulnerability. Spending must tightly align with alliance integration.®?
e NET EFFECT: Structurally vulnerable without partner shielding.

TURKEY
e MILITARY IMPACT: Turkey’s large military remains capable, but geographic
leverage weakens. Interoperability and stability signaling matter more than
unilateral power projection.®
e FINANCIAL IMPACT: Defense exports provide partial offset, but macro volatility
constrains strategic flexibility.**
e NET EFFECT: Mixed outcome—capability-rich, economically constrained.

STRATEGIC CONCLUSION — SECURITY AS RISK REDUCTION

Military power in the Middle East is not declining—it is being repriced. As global systems
grow more resilient, coercion yields diminishing economic and political returns.
Influence increasingly flows to states that secure, integrate, and protect critical systems
rather than threaten disruption.

Financially, this shift punishes inefficient defense spending and rewards disciplined
modernization. Militarily, it elevates interoperability, intelligence, and resilience over
mass and intimidation.

In a redundancy-driven world, security that reduces risk is worth more than force that
creates it.
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LA B CHAPTER 14

THE SEQUENCING OF CHANGE: HOW
REDUNDANCY BECOMES POWER

THE SEQUENCING - - |
OF CHANGE:— "% = The effects of Greenland-driven redundancy

HOW REDUNDANCY -~ unfold in stages rather than shocks. Change
BECOMES POWER &Y propagates sequentially across systems—
a8 beginning in financial markets, moving
through security and logistics institutions, and
culminating in durable structural realignment.
Each phase builds on the last, translating
expectation into policy, and policy into lasting
advantage or decline. This sequencing aligns
with historical evidence from energy
diversification, trade-route expansion, and

e

prior shifts in global risk distribution.®*

What appears gradual is, in practice, decisive. States are not overtaken suddenly; they
are outpaced quietly.

MARKETS MOVE FIRST, STATES FOLLOW

In the near term, markets respond before governments or militaries adapt. Energy
pricing, insurance premiums, and capital allocation adjust on anticipation rather than
physical completion. These early signals reshape incentives and redistribute risk well
ahead of formal policy change.®?

Empirically, markets have led institutions by 3—7 years in prior transitions (U.S. shale,
LNG expansion, post-Soviet pipeline diversification), repricing risk well before capacity
came online.®* Insurance markets, in particular, adjust faster than diplomacy: war-risk
premiums can move within weeks, while force posture and procurement cycles take
years.

The intermediate phase reflects institutional adaptation. Defense doctrines, trade
infrastructure, and fiscal planning recalibrate as volatility compresses and disruption
yields diminishing returns. Strategic competition shifts away from coercion toward
efficiency, interoperability, and system protection.*

In the long term, the cumulative effect becomes structural. Influence consolidates
around states that enable flow, stability, and integration across energy, trade, and
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security networks. Geographic leverage gives way to performance-based relevance,
measured in reliability rather than threat potential .

Timing is decisive. Early adjustment produces compounding advantage; delayed
response amplifies vulnerability.?®

PHASE I: 0-2 YEARS — MARKET REPRICING AND EXPECTATION SHIFT
SYSTEM-WIDE DYNAMICS

« Energy futures, insurance premiums, and long-dated capital flows reprice on
expectation, reflecting a reduced probability of systemic shortage. In prior
diversification cycles, forward curves flattened 12—24 months before capacity
arrived.®”

e War-risk insurance becomes less sensitive to Middle East disruption, capping
volatility spikes during regional incidents. Average duration of elevated premiums
has shortened from 90-120 days (early 2000s) to 30—45 days in recent
episodes.*®

e Investors discount scarcity-based leverage, favoring resilience and diversification
over chokepoint exposure; capital rotates toward logistics, storage, and
insurance services.*

This phase is psychological and financial before it is political or military.

COUNTRY IMPACTS

SAUDI ARABIA
« Qil price expectations soften; fiscal buffers absorb early impact, delaying visible
stress. o
« Vision 2030 urgency increases, though political pressure remains muted
initially. "
« Quiet scrutiny of defense-spending efficiency begins within medium-term budget
planning.i?

UNITED ARAB EMIRATES
o Capital inflows strengthen as the UAE is viewed as a low-risk integrator within
global systems.
e Logistics, finance, and insurance sectors benefit directly from volatility
suppression.o4
« Defense posture aligns smoothly with emerging system-protection priorities.
QATAR
e LNG contracts remain stable; buyers seek greater flexibility and optionality
clauses.
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« Minimal short-term fiscal impact due to reserves, long-term contracts, and
balance-sheet strength.”

« Immediate loss of psychological leverage associated with disruption threats.®

« Sanctions constrain financial flexibility; proxy costs become more visible in fiscal
accounts.'®®

e Insurance repricing reduces the economic impact of shipping harassment
strategies.!®

ISRAEL
e Reduced regional volatility improves investment sentiment and planning
horizons.™"
« Defense and cyber-technology exports gain credibility amid emphasis on system
defense.!"?
EGYPT

e Suez revenues remain intact, but insurers cap upside premiums, limiting
disruption windfalls.!*?
o Budget stress persists due to macroeconomic and debt pressures unrelated to
routing shifts."*
OMAN
« Early interest emerges from logistics, port, and maritime services investors.'®
« Policy signaling outweighs execution, but expectations begin forming.'*®
KUWAIT & BAHRAIN
« Minimal immediate impact; fiscal vulnerability remains masked by reserves and
external support.”
o Early cautionary signals appear in IMF consultations regarding medium-term
sustainability.!®
TURKEY
« Trade flows diversify modestly; selective logistics gains emerge.'*®
o Currency volatility and macro instability remain dominant constraints on capital
response.!?

ANALYTICAL NOTE

Phase | rewards perception management and early signaling. States that dismiss
market repricing as noise lose valuable time. Those that respond early—through fiscal
signaling, defense alignment, and trade integration—enter later phases with materially
stronger positioning.'?'
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PHASE Il: 3-7 YEARS — FISCAL PRESSURE AND STRATEGIC ADAPTATION
SYSTEM-WIDE DYNAMICS
Sustained price compression places structural strain on oil-dependent fiscal models,
shifting pressure from cyclical adjustment to baseline sustainability. Countries with fiscal
breakevens above $70-80/bbl face persistent gaps.''??
o Defense doctrines migrate toward IAMD, ISR, cyber resilience, and maritime
security as disruption yields diminishing returns.'%
« Competition intensifies across ports, shipping services, insurance, and trade
finance as efficiency replaces geography as advantage.''?

COUNTRY IMPACTS
SAUDI ARABIA

« Fiscal pressure becomes structural rather than absorbable.!'?®

o Defense spending faces rising scrutiny to justify economic as well as security

return.!12

« Incomplete diversification raises borrowing costs and narrows fiscal flexibility.!'?’
UNITED ARAB EMIRATES

e Clear Phase Il winner.

« Consolidates its role as a logistics, finance, and security integrator.''?®

« Demonstrated defense efficiency reinforces investor and insurer confidence.'?
QATAR

e LNG pricing power erodes at the margin, not in volume.!'*°

« Outcomes hinge on contract sophistication and downstream integration.**!

« Fiscal stability remains strong, but strategic leverage narrows. 32

« Proxy warfare delivers declining returns at rising cost.3
« Fiscal stress deepens as military tools lose economic effectiveness.!'>
« Strategic frustration increases incentives for volatility without restoring
leverage.'1®®
ISRAEL
« Defense modernization and alliance interoperability produce outsized returns.!13
« Economic and security interests reinforce one another.¥”
EGYPT
« Suez revenue growth stalls as optionality caps disruption premiums.3
« Infrastructure modernization becomes urgent but fiscally constrained.''*
« Military spending faces scrutiny relative to economic payoff.i14°
OMAN
o Conditional improvement phase.
« Execution of port, logistics, and regulatory reforms elevates relevance.!"'
« Failure yields stagnation rather than crisis—but opportunity costs rise.!'#?
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KUWAIT & BAHRAIN
« Fiscal vulnerability becomes visible rather than latent.'
« Dependence on external financial and security support deepens.!'*
« Independent defense autonomy erodes further.!1#®

TURKEY
« Manufacturing and transit roles expand within diversified routing systems.!*4¢
« Defense-industrial exports partially offset declining chokepoint leverage.'+’
« Macroeconomic stability remains the decisive swing factor.'*®

PHASE Ill: 8-15 YEARS — STRUCTURAL REALIGNMENT AND NEW EQUILIBRIUM
SYSTEM-WIDE DYNAMICS
o Global energy, trade, and security systems operate with high redundancy and
rapid shock absorption.''*
o Disruption-based strategies generate minimal and short-lived economic
impact.i1%°
« Influence consolidates around states that enable flow, integration, and stability. "

COUNTRY IMPACTS
SAUDI ARABIA

« Bifurcated outcomes:

o Successful diversification preserves major-power status through
performance-based influence.5?
o Partial failure produces persistent fiscal stress and reduced geopolitical
weight.!153

« Military relevance depends on defensive integration, not dominance.*>*
UNITED ARAB EMIRATES

e Durable strategic winner.

« Permanent node in global logistics, finance, and security networks.!'%

« Influence exceeds geographic size due to institutional performance.!'%
QATAR

e LNG remains valuable but normalized within diversified supply systems.!%

« Strategic relevance rests on partnerships and portfolio management.!1%
IRAN

o Structural loser absent major policy change.

« Military coercion proves ineffective in a resilient system.!*5°

« Economic isolation deepens without strategic realignment.®
ISRAEL

e Entrenched advantage.

« Security, technology, and economic integration reinforce one another.®

« Long-term resilience strengthens across domains.!162
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EGYPT
o Long-term relevance depends on successful logistics and value-chain
transformation.®3
« Failure produces declining influence and fiscal fragility."'s4
OMAN
« Either emerges as a respected neutral logistics hub or remains marginal.'
« Small policy differences generate large outcome divergence.!1%
KUWAIT & BAHRAIN
« Persistent dependency on external security and financial support.'¢’
« Limited independent leverage remains.!"¢®
TURKEY
« Potential long-term beneficiary if macroeconomic stability is achieved.!*®®
« Functions as a manufacturing and transit bridge rather than a gatekeeper.!'”°

STRATEGIC SYNTHESIS — REDUNDANCY, REPRICING, AND THE NEW
MEASURE OF POWER

The Greenland-driven shift unfolds gradually but decisively. Early stages are
psychological and financial; later stages are structural and irreversible. States that
dismiss early signals lose the opportunity to adapt cheaply. States that respond early
convert adjustment into enduring advantage."™

The shift does not introduce a new center of power; it changes how power is measured
and priced. Redundancy reprices risk before infrastructure changes and rewards
adaptation long before laggards feel full pressure.!"”?

At the market level, energy prices increasingly reflect confidence rather than scarcity.
Insurance premiums, shipping risk, and long-dated capital flows adjust on expectation,
not completion. As alternative supply geographies and trade routes become credible,
volatility compresses and disruption loses economic potency.'”?

At the fiscal level, consequences are structural. States whose budgets relied on volatility
rather than volume face persistent pressure. Fiscal break evens matter more in a low-
volatility environment, and borrowing costs increasingly reflect institutional credibility
and diversification progress—not geopolitical position alone.!"”

Oil does not lose value—but oil-based leverage does.

Across all phases, one rule holds: the future does not reward those who disrupt
systems; it rewards those who make systems work. A Greenland deal redraws
assumptions, not borders—but assumptions are where power is priced.
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CHAPTER 15

STATISTICS: THE QUANTITATIVE
FOUNDATIONS OF THE GREENLAND-

" BN e MIDDLE EAST REALIGNMENT
STATISTICAL APPENDIX:

THE QUANTITATIVE FOUNDATIONS F ) .,
OF THE GREENLAND-MIDDLE EAST Note: This chapter consolidates all

REALIGNMENT -

quantitative indicators referenced throughout
the book into a single, unified statistical
appendix. Narrative analysis is intentionally
minimal and limited to brief contextual
summaries at the start of each section.
Statistics are grouped thematically to support
graphics, tables, and comparative analysis
elsewhere in the manuscript. Duplication has
been eliminated.

e

GLOBAL ENERGY MARKETS — STRUCTURAL INDICATORS

Section Summary

Global energy markets have transitioned from scarcity-driven pricing toward confidence-
based pricing. While production remains concentrated, redundancy through
diversification and stockpiling has reduced the systemic impact of regional disruption,
compressing volatility and weakening chokepoint leverage.

Oil & Gas Market Structure
e Share of global oil supply produced by top five producers: **~48 %**’
« Share of global oil supply transiting the Strait of Hormuz: **~20-21 % (=21 million
bpd)**z
o Share of global LNG supply accounted for by top five exporters: **~54 %**3
e Average Brent crude volatility (30-day realized):
o 2000-2010 average: ~38 %
o 2015-2024 average: **~22 %***

Strategic Stockpiles
o OECD strategic oil stocks: =1.45 billion barrels®
« Days of global consumption covered by OECD stocks: ~90 days®

ARCTIC ROUTES & SHIPPING OPTIONALITY

Section Summary
Arctic shipping remains marginal by volume, but its strategic impact is disproportionate.
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Even limited Arctic transit introduces credible alternatives that shorten distances, cap
insurance spikes, and erode chokepoint exclusivity well before dominance is achieved.

Arctic Shipping Volumes
e Northern Sea Route cargo volumes:
o 2011: ~4 million tons
o 2023: ~36 million tons”’
e Share of global maritime trade via Arctic routes: **<2 %**®

Distance & Time Savings
o Shanghai—Rotterdam route:
o Via Suez Canal: ~20,000 km
o Via Arctic (NSR): ~13,000 km
o Distance reduction: **~35 %**®

Insurance Effects
e Average duration of war-risk premium spikes on Middle East routes:
o Early-2000s crises: 90-120 days
o 2020s crises: 30—45 days™

FISCAL BREAKEVEN & MACRO VULNERABILITY

Section Summary

Fiscal resilience matters more than production scale. States with high breakeven prices
face sustained pressure in a low-volatility environment, while diversified economies gain
flexibility. The transition exposes structural rather than cyclical vulnerability.

Fiscal Breakeven Oil Prices (USD/bbl, IMF estimates)
o SaudiArabia: $78-85"
o lraq: $90-95"
« Iran (sanctions-adjusted): $80—90"2
o Kuwait: $70-75"
o Bahrain: $95-100"°
o United Arab Emirates: $45-50"®
» Qatar (gas-weighted): $45-50""

Oil Rents (% of GDP)
e lIraq: ~42 %
e Kuwait: ~38 %
e Saudi Arabia: ~27 %
e Oman: ~25%
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¢ United Arab Emirates: ~16 %
e Qatar: ~14 %
e« Bahrain: **~11 %**'®

SUEZ CANAL & TRANSIT ECONOMICS

Section Summary

The Suez Canal remains critical, but its monopoly pricing power is eroding. Arctic
optionality and rerouting capacity cap disruption premiums and limit toll-based leverage,
structurally constraining upside volatility.

Suez Canal Metrics
« Share of global trade transiting Suez: **~12—-15 %***®
e Annual Suez Canal revenue (FY 2023): =$9.4 billion?°
e Average daily vessels: ~50-60 ships/day*

Ever Given Incident (2021)
o Trade blocked per day: *$9—-10 billion#
o Duration of blockage: 6 days
» Estimated insurance claims: >$1 billion®

LNG & GAS STABILITY INDICATORS

Section Summary

Natural gas—particularly Eastern Mediterranean gas—functions as a stability asset.
Long-term contracts and infrastructure dependence dampen volatility and anchor
predictable cash flows, reinforcing gas’s moderating role in energy markets.

Eastern Mediterranean Gas
e Israel natural gas production (2023): ~22 bcm/year®
e Share exported to Egypt and Jordan: **~35—40 %**2°
o Egypt LNG liquefaction capacity (Idku + Damietta): ~12.2 mtpa?®

Contract Structures
e Share of LNG traded under long-term contracts globally: **~70 %****
e Average LNG contract tenor: 15-20 years®

CRITICAL MINERALS & SUPPLY CONCENTRATION

Section Summary

Strategic leverage is migrating upstream from hydrocarbons to minerals and processing
capacity. Extreme concentration—especially in China—creates new chokepoints, while
marginal diversification reduces financing risk and reshapes capital allocation.
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Global Processing Concentration
e China share of rare-earth refining: **~85-90 %***°
o China share of battery-grade lithium processing: **~60—-70 %***°
« China share of graphite processing: **~90 %**3'

Projected Demand Growth (IEA)
e Lithium demand by 2040: ~6x 2020 levels
o Nickel demand by 2040: ~2.5x
e Rare earth demand by 2040: **~3x**32

MILITARY & SECURITY EXPENDITURE

Section Summary

Military power is being economically repriced. High spending alone no longer
guarantees influence; returns increasingly favor system-protection, interoperability, and
resilience, with inefficient spending facing rising fiscal scrutiny.

Defense Spending (2023, SIPRI)
« Saudi Arabia: ~$75 billion*
o Israel: ~$23 billion3*
o United Arab Emirates (est.): ~$20-22 billion**
o Iran (PPP-adjusted est.): ~$10-15 billion3¢
o Turkey: ~$15-17 billion®’

Defense Spending as % of GDP
e Saudi Arabia: ~7.0 %
e Israel: ~4.5 %
e Oman:~5.2%
e Bahrain: ~4.9 %
e United Arab Emirates: **~5.0 %**3®

INSURANCE, FINANCE & CAPITAL FLOWS

Summary

Insurance markets and capital allocators respond early to redundancy signals. War-risk
premiums compress faster, while infrastructure-heavy, stability-oriented investments
attract a growing share of global capital.

Insurance Markets

» Global marine war-risk premium market size: ~$2.5-3 billion annually®®
e Share underwritten by the London market: **~65 %**4°
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Capital Allocation
« Share of global FDI to logistics, infrastructure, and data hubs (2023): **~28 %***
e Increase in sovereign wealth fund allocation to infrastructure (2015-2024): +14
percentage points*

IRAN — BASELINE STRUCTURAL METRICS

Summary

Iran combines vast resource potential with deep structural fragility. Sanctions-driven
inefficiencies and discounted exports magnify the economic impact of any political
transition, with reintegration carrying region-wide implications.

Energy & Economy
e Proven oil reserves: **~155 billion barrels (4th globally)**42
e Proven natural gas reserves: **~34 trillion cubic meters (2nd globally)**+
» Average oil export discount under sanctions: ~$10—15/bbl*

Demographics
e Population: ~89 million
e Median age: ~32 years
o Urbanization rate: **~76 %**+®

LOGISTICS & PERFORMANCE INDICATORS

Summary

Logistics performance has become a primary determinant of relevance. States that
deliver speed, reliability, and integration outperform those relying on geography alone,
reinforcing the shift from chokepoints to systems.

World Bank Logistics Performance Index (2023 Rankings)
e United Arab Emirates: #7
e Israel: #18
o Turkey: #38
e Saudi Arabia: #41
o Egypt: #67
e lran: **Not ranked (sanctions)***’
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— LOGISTICS & PERFORMANCE INDICATORS -

Summary

Logistics performance has become a primary determinant of relevance.
States that deliver speed, reliability, and integration outperform those relying

on geography alone, reinforcing the shift from chokepoints to systems.

World Bank Logistics Performance Index (2023 Rankings)
= United Arab Emirates: #7
E Israel: #18 -

Turkey: #38 -

B saudi Arabia: #41

o Egypt: #67 -

= Iran: Not ranked (sanctions)*?

Page 92 of 105-v22



Chapter 16

POWER REPRICED: WHEN
INFLUENCE SHIFTS FROM DISRUPTION
TO RESILIENCE

= = E \\ / At the military level, power is repriced rather
 POWER REPRICED: than reduced. Coercion, proxy conflict, and
: WHEN INELUENCE SHIETS disruption-based strategies generate
-FROM DISRUPTION TO RESILIENCE diminishing returns in systems designed for
resilience. As energy markets diversify, trade
routes multiply, and financial risk is
distributed, the economic payoff from
threatening interruption declines sharply. By
contrast, targeted investments in air and
missile defense, maritime security,
intelligence fusion, cyber resilience, and
alliance interoperability generate outsized strategic influence.’

Military relevance increasingly depends on the ability to protect continuity, not threaten
disruption. Defense spending that cannot demonstrate economic, systemic, and
alliance-level return becomes fiscally and politically unsustainable. In a redundancy-
driven environment, inefficient militarization erodes credibility rather than reinforcing it.2

THE END OF GEOGRAPHIC IMMUNITY

At the strategic level, geography no longer compensates for weak performance.
Location still matters—but it no longer guarantees leverage. Influence consolidates
around states that enable flow, integration, and stability across energy, trade, finance,
and security networks.?

The analysis shows clear differentiation:

o INTEGRATORS — Notably the United Arab Emirates, and conditionally Israel
and Oman, gain relative standing by delivering reliability, interoperability, and
system management.*

« ADAPTERS — Qatar and Turkey retain relevance through contract
sophistication, alliance partnerships, and manufacturing or service capacity
rather than positional leverage.®

« EXPOSED STATES — Iran, Iraq, Kuwait, Bahrain, and potentially Egypt face
narrowing options absent accelerated reform, fiscal adjustment, and doctrinal
modernization.®
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« THE FULCRUM STATE — Saudi Arabia stands at the center of the transition.
Successful diversification preserves leadership through performance-based
influence; partial failure produces gradual but persistent erosion.”

This is not a moral ranking. It is a structural one.

TIMING AS STRATEGY

Crucially, this reordering unfolds over time, not through shock:
« PHASE | is financial and psychological. Markets reprice risk on expectation.
« PHASE Il is institutional and fiscal. Budgets, doctrines, and infrastructure adjust.
« PHASE lll is structural and largely irreversible. New equilibria harden.®

Timing therefore becomes decisive. States that interpret early market signals as noise
lose the opportunity to adapt cheaply. States that respond early—through fiscal reform,
doctrinal modernization, and integration into resilient systems—convert adjustment into
compounding advantage.®

Delay does not preserve leverage. It magnifies adjustment costs.™

CONDITIONAL RELEVANCE, NOT DECLINE

For the Middle East, the implication is not decline, but conditional relevance. The region
remains central to global energy, trade, and security. What changes is the basis of
influence:
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e Scarcity gives way to reliability
o Disruption gives way to service provision
o Geography yields to performance

Power no longer flows primarily from the ability to impose risk. It flows from the ability to
reduce it."!

THE GREENLAND EFFECT: ASSUMPTIONS AS POWER

The Greenland effect does not redraw borders or alliances. It redraws assumptions—
about risk, leverage, and power. And in modern global systems, assumptions are where
power is priced.?

States that understand this shift—and act early—will shape the next equilibrium. States
that do not will discover that relevance, once lost, is difficult and costly to reclaim.

In a resilient world, influence belongs not to those who threaten the system—>but to
those who make it work.
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ey CHAPTER 17

POWER REPRICED: THE FINAL

SYNTHESIS ANALYSIS — WHEN

POWER STOPS SHOUTING AND
STARTS COMPOUNDING

" POWER REPRICED:

hzls FINAANZ\‘LES]YSI\I_THESIS : What emerges from this book is not a story of
WHEN POWER STOPS SHOUTING decline, nor a story of ascendance. It is a
T g story of translation—how power changes
: g h sg'v—.. ]
. Ly form when the system around it changes
L rules.’

For most of the modern Middle East,
leverage was extracted from fragility. Markets
were thin, routes were few, supply was
concentrated, and disruption paid. Military signaling, chokepoint risk, proxy conflict, and
political uncertainty produced real economic effects because the global system had
limited shock absorption. In that environment, threatening interruption was rational
strategy.?

That environment is ending.

Not because conflict disappears, but because systems mature. Energy redundancy
expands. Trade routes multiply. Insurance models adapt faster. Capital reallocates
earlier. The system learns. And once a system learns, coercion yields less.*

This is the core repricing underway:

* Military power no longer monetizes disruption efficiently.
» Geography no longer compensates for weak institutions.
* Scarcity no longer guarantees premium pricing.®

Instead, value migrates toward actors who lower variance rather than raise it.

This is why air and missile defense now outperform offensive signaling.”

This is why logistics platforms outperform toll gates.®

This is why insurers, data hubs, and grid managers quietly accumulate influence once
reserved for armies.®

The shift is subtle, but it is unforgiving. Power does not vanish—it moves to where it
compounds.®
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THE END OF GEOGRAPHIC IMMUNITY
Geography still matters. It simply no longer grants immunity.

For decades, certain states could underperform institutionally and still command
relevance because their location forced dependency. That logic is eroding. Optionality
does not need to dominate traffic to discipline behavior—it only needs to exist."

As a result, influence now sorts states into functional categories:

* INTEGRATORS: States like the United Arab Emirates—and conditionally Israel and
Oman—gain influence by making systems work: logistics, finance, security, data, and
energy coordination. Their power is quiet, durable, and difficult to sanction.’?

« ADAPTERS: Qatar and Turkey remain relevant not because of position, but because
of structure—contracts, alliances, manufacturing, and services. Their influence persists,
but only if discipline replaces assumption.™

« EXPOSED STATES: Iran, Iraq, Kuwait, Bahrain, and potentially Egypt face narrowing
margins. Geography no longer shields fiscal fragility, delayed reform, or inefficient
militarization. Time now works against them.

« THE FULCRUM STATE: Saudi Arabia sits at the hinge of the system. Its scale
guarantees relevance—but not immunity. Successful diversification converts size into
performance-based leadership. Partial execution produces slow erosion rather than
sudden collapse. The difference will not be ideological; it will be operational.*

This is not a judgment. It is a sorting mechanism imposed by the system itself.*®

TIMING AS STRATEGY
The most dangerous misunderstanding in periods like this is believing that change
arrives loudly.

It does not. Repricing unfolds in phases:

* Phase | is psychological and financial. Markets move first.

* Phase Il is institutional. Budgets, doctrines, and infrastructure adapt.
* Phase Il is structural. Outcomes harden and reverse slowly, if at all.*”

States that dismiss early signals as noise lose their cheapest window to adjust. States
that act early lock in advantages that later cannot be purchased at any price.®

Delay is not neutral. Delay is leveraging destruction.™

CONDITIONAL RELEVANCE, NOT DECLINE
The Middle East is not becoming irrelevant. It is becoming conditional.
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Energy still matters. Trade still flows. Security still counts. What changes is the basis of
influence:

« Scarcity yields to reliability

* Disruption yields to service

* Threat yields to trust

» Geography yields to performance®

Power now flows less from the ability to impose cost and more from the ability to
remove friction.?!

This favors states that think in systems, not slogans.

THE GREENLAND EFFECT — WHERE THE TWIST LIES
Here is the final, often-missed twist: Greenland does not change outcomes directly. It
changes beliefs. And beliefs move markets faster than infrastructure ever could.?

The Greenland effect does not need full Arctic dominance to matter. It only needs to
exist credibly enough to weaken exclusivity. Once exclusivity weakens, everything
downstream reprices—insurance, capital, strategy, and military logic.??

In the modern world, assumptions are the most valuable terrain.*
And once assumptions shift, power moves quietly—often before leaders realize the
game has changed.

So the final lesson is not about the Arctic, or the Middle East, or even energy.

It is this: In resilient systems, power no longer belongs to those who can break the
system. It belongs to those who understand it well enough to make it run.?

The states that internalize this will not just survive the transition. They will define the
next equilibrium.
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EPILOGUE EPILOGUE

RUSSIA AT THE END OF THE SYSTEM

AT THE END oF THE SYSTEM Russia appears at the end of this book for a

reason. Not because it no longer matters—
but because it now operates at the end of the
system, not at its center.

Where China adapts to redundancy and
competes within it, Russia remains bound to
a power model built on scarcity, disruption,

| and fear. That model generated leverage for
decades. In a world increasingly designed to
absorb shocks, it now produces diminishing
returns.

Russia is not the wildcard of the future. It is the stress test of the past.

SCARCITY AS POWER — AND WHY IT ONCE WORKED

For much of the post—Cold War period, Russia’s influence rested on concentrated
energy flows and limited alternatives. At its peak, Russia supplied roughly 40 percent of
the European Union’s natural gas imports and more than 25 percent of its crude oil,
embedding geopolitical risk directly into global pricing structures.'?

Disruption did not need to occur to be effective. The threat of disruption was sufficient.

European dependence, constrained LNG capacity, limited storage, and narrow transit
routes turned Russian supply into a structural chokepoint. Even modest supply
actions—real or implied—produced outsized price movements, insurance repricing, and
political anxiety.?

Volatility was not a side effect of this system. It was the revenue model. But that model
depended on one assumption: that scarcity would persist.

WHAT REDUNDANCY TOOK AWAY

Redundancy did not neutralize Russia militarily. It neutralized the economics of
disruption.

As energy supply diversified—through LNG expansion, storage build-out, demand
reduction, alternative pipelines, and new suppliers—the price elasticity of disruption
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declined. Markets still reacted to risk, but they recovered faster. Volatility compressed.
Insurance premiums moderated. The economic payoff of interruption eroded.*

Europe’s post-2022 energy adjustment illustrates the shift. Within two years, pipeline
dependence gave way to LNG imports, storage expansion, and supplier diversification.
By 2024, Russian gas accounted for less than 15 percent of EU supply. Prices
stabilized not because risk disappeared, but because substitutes became credible.®

This is what redundancy does. It does not eliminate power. It reprices it.

THE ECONOMIC CONSEQUENCES: A SYSTEM THAT STILL RUNS, BUT NO
LONGER COMPOUNDS
Russia’s economy did not collapse under sanctions. That fact is often misunderstood.

What collapsed was its growth logic.

Discounted commaodity exports preserve fiscal inflows but suppress capital formation.
Capital controls stabilize currency but deter investment. State spending sustains
employment but crowds out productivity. The result is an economy optimized for
endurance rather than expansion.”

At its peak, Russia supplied roughly 40
percent of the European Union’s natural
gas imports and more than 25 percent of
its crude oil, embedding geopolitical risk

directly into global pricing structures.?

International Monetary Fund projections now place Russia on a low-growth trajectory
characterized by declining foreign direct investment, reduced access to advanced
technology, and increasing fiscal dependence on hydrocarbons sold at persistent
discounts. Russia is not economically inert—it is economically capped.”

That distinction matters.

UKRAINE: THE WAR THAT LOCKED THE MODEL IN PLACE
The war in Ukraine did not create Russia’s strategic problem. It froze it.
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Military conflict locked Russia into a scarcity-based posture at the exact moment the
global system began rewarding continuity over disruption. Sanctions, shipping
restrictions, and insurance withdrawals accelerated Russia’s separation from Western
markets.

Russian crude continued to move—but increasingly at steep discounts.

From 2023 through 2025, Russian oil sold at $15-$30 per barrel below Brent, primarily
to Asian buyers. Volumes held. Margins did not.® What initially appeared to be a tactical
adjustment hardened into a structural condition.

Russia remained an exporter. It ceased to be a price-setter.

More importantly, the war eliminated Russia’s ability to signal optionality. Peace would
not automatically reopen markets. Victory would not restore trust. Prolongation merely
entrenched separation.

Ukraine did not just absorb Russian force. It absorbed Russia’s future flexibility.

RUSSIA AND CHINA: PARTNERSHIP WITHOUT PARITY
Russia’s pivot to China is often framed as strategic realignment. In reality, it is
asymmetric dependency.

From 2023 through 2025, Russian Chi :
ina purchases Russian
oil sold at $15-$30 per barrel below  energy—but at discounted
Brent, primarily to Asian buyers. prices. China provides

Volumes held Margins did not.¢ financing—but on controlled
) : terms. China offers markets—

What initially appeared to be a but not strategic reciprocity.
tactical adjustment hardened into a

iys Russia supplies raw materials.
structural condition. bp

China captures value-added
margins.

This is not alliance. It is hierarchy.
Beijing benefits from Russia’s isolation by securing energy, minerals, and geopolitical
leverage without assuming security obligations. Moscow gains liquidity but loses

bargaining power. Over time, this dynamic transforms Russia from system-shaper into
system-input.®®

Page 102 of 105-v22



Russia once balanced between East and West. It now leans—with no counterweight.

THE LIMITS OF GLOBAL POWER PROJECTION
Russia retains formidable military capabilities. What it has lost is scalable influence.

Force projection without financial integration produces diminishing returns. Arms sales
decline without financing. Diplomacy weakens without capital access. Alliances thin
when economic upside disappears.®

Where Russia once flexed power across Europe, the Middle East, Africa, and Latin
America, it now operates episodically—through disruption rather than construction,
pressure rather than partnership.

This is power without compounding. And in a redundancy-driven system, compounding
matters more than coercion.

THE TRUMP FACTOR — AND THE MORALIZATION OF ENERGY FLOWS
One political intervention mattered more than it first appeared.

Donald Trump’s repeated calls for Europe not to buy Russian energy because it funds
the war in Ukraine reframed energy trade from a commercial choice into a moral and
strategic liability."® That framing endured—across administrations, across parties, and
across markets.

Once energy purchases are understood not merely as transactions, but as war
financing, the cost structure changes permanently. Banks hesitate. Insurers price risk
aggressively. Governments intervene earlier. Even when prices tempt buyers,
institutions delay.

This is not ideology. It is reputational contagion. And Russia is now on the wrong side of
it.

WHY RUSSIA ENDS THE BOOK
Russia appears at the end because it represents the closing chapter of a power model,
not the opening of a new one.

Its tools still exist:
e Disruption
o Military pressure
e Resource control
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But the system now penalizes their use.

In a redundancy-driven world:
o Breaking systems is expensive
« Threatening disruption yields smaller returns
« Stability attracts capital faster than coercion

Russia is not defeated. It is trapped. Trapped in a war that prevents reintegration.
Trapped in markets that demand discounts. Trapped in a system that no longer rewards
the kind of power it knows how to wield.

THE FINAL TURN
This book began with a simple claim: power now shifts quietly—through markets,
insurance, logistics, and expectations.

Russia’s trajectory confirms it.

The most consequential loss Russia has suffered is not territory, revenue, or prestige.
It is optionality.

In the emerging system, power belongs to those who can choose—to trade widely,
insure cheaply, attract capital, and absorb shocks without escalation. Russia’s choices
have narrowed to endurance rather than strategy.

And that is the twist.

The country that once thrived on instability now finds itself punished by a world that has
learned to price stability higher than fear.

That is not a judgment. It is a system outcome.
And it is why Russia belongs at the end.
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