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Six-point briefing

* I[ran conflict or Gulf damage disrupts oil/gas flows, unsettling
global energy markets.

* Global: substitution, demand drop, economic shifts, more
bilateral trade, possible Russian re-engagement, higher
prices.

* UK: higher inflation, costlier borrowing, slower growth,
weaker spending/investment, public finance pressure.



Strait of Hormuz

Connects oil and LNG production in the Middle East to
global markets via the Arabian Sea and the Indian Ocean
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Damage to energy facilities in the Persian Gulf
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Straitof Hormuz crisis The effective closure of the Strait of
Hormuz sent shockwaves through global

th reqQa tens world energy and fertilizer markets amid rising
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Strait of Hormuz Closure: Impact on Asian Petrochemicals e,

Picture: ICIS

Major disruption: Tanker movements and insurance
severely affected; traffic rerouted; a major feedstock
shock for Asia.

Asia’s dependence: 86.6m tonnes naphtha imports in
2025; >50% from Middle East — all exposed to Hormuz.
Immediate fallout: Force majeure and rate cuts across
Singapore, Indonesia, South Korea; additional
shutdowns linked to crude interruptions.

Why it hurts: No regional feedstock independence;
Russia cannot scale; alternatives
(LPG/ethane/condensate) also disrupted.

Structural vulnerability: Asia’s ecosystem is huge but
brittle — reliant on a single region and chokepoint.
Outlook: Minimal near-term diversification options;
long-term reliance on imported naphtha remains.




What ils Naphtha?

Key feedstock for global petrochemical mdustry

Naphtha is arefined petroleum product that serves as a key feedstock
in the petrochemical industry.

From naphtha, core building blocks such as ethylene and propylene are

produced, which are then processed into plastics, synthetic fibers, and
various industrial chemicals.
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North-west European jet fuel price per tonne in $US, per working
day
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Change in 10-year government bond yields relative to 27 February 2026: G7 members
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* Substitution where possible - beyond that
demand destruction

International  Some relocation of activity

* More bilateral trade arrangements

Implications

* Re-engagement with Russia ?
* Sustained period of higher prices

* Further conflictin the Middle East - leading to
greater migration?
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Figure 1: The energy gap between what we will consume and what we will produce ourselves




wamm Additional potential
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Figure 3: NSTA and CCC oil and gas supply demand outlook (mn tonnes of oil equivalent)




Price at the pump

Average petrol and diesel prices in the UK
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Brace for a wave of price rises

Average inflation forecast by product type
) Food Chemicals {0 Energy

Food products
Wheat +4.24%
Oilseeds +4.44%
Cereal grains +4.45%
Other crops +4.53%
Vegetables & fruit
Pharmaceuticals +0.98%
Rubber & plastics +1.86%

Chemicals

Gas distribution
Electricity
Natural gas +3.76%
Petroleum products +1.42%

Crude oil




Estimated changes to the OBR forecast for public sector net borrowing since the Spring Resolution
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Implications for the UK

* Inflation — starting with energy prices and food costs
* Increased cost of debt - public and private

* Slower growth — lower spending and investment

* Impact on public spending
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