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THE HORMUZ BLOCKADE

OKEPOQINT THAT CONTROLS THE WORLD™S OIL
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The Middle East Files
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What began on February 28 as a series of surgical strikes

on Iranian infrastructure has become a long-term
maritime blockade. The Strait of Hormuz is functionally
impassable, the 'Islamabad Impasse' has evolved from a
diplomatic stalemate to an active theatre of maritime
brinkmanship, marked by the launch of Project Freedom and a
high-stakes shift toward Beijing by May 7, 2026. The conflict
now has the potential to evolve into a much broader regional
war, putting the global economy at systemic risk.

T he Middle East crisis of 2026 is at a critical juncture.

The Hormuz Strait: A Crisis Chokepoint

Since late February, the Islamic Revolutionary Guard Corps
(IRGC) has militarised the Strait with a sophisticated denial
strategy. Unlike previous skirmishes, the 2026 impasse uses a
'layered' blockade:

* Physical Deterrence: The channel has become a graveyard for
commercial shipping with bottom-dwelling naval mines and the
sinking of vessels (including a UAE tugboat on March 7).

* Technological Warfare: Iran has employed GNSS jamming
and satellite spoofing, making modern navigation systems
unreliable and resulting in massive spikes in maritime
insurance premiums—often more than the value of the cargo
itself.

* The Dispute about 'Toll": During a short ceasefire in April,
Tehran attempted to impose a $1 million 'transit fee' per ship
unilaterally. The US rejection of this tax was followed by the



American naval blockade of Iranian ports on April 13, which
Tehran said was a violation of the truce.

Political Implications For Concerned Countries
The United States: Maximum Pressure 2.0

The current phase of the crisis is a high-stakes test of the
Trump administration’s '"Maximum Pressure 2.0' doctrine.

+ Domestic risk: Rising US gasoline prices with Brent crude in
the $100-126 range, challenging the administration’s domestic
economic mandate.

* Geopolitical Pivot: The crisis is being used by Washington to
push for a 'Total Nuclear Freeze' but it is meeting resistance
from allies more interested in the immediate reopening of
trade than in long-term denuclearisation goals.

China: The Tightrope Walk

China is probably the most insecure of the major powers,
because it depends on the Strait for almost 50 percent of its oil
imports.

* Energy Insecurity: China’s manufacturing sector is already in
‘force majeure' contraction.

+ Diplomatic Hedging: While Beijing has publicly called for
restraint, it has reportedly sought private 'safe passage'
agreements with Tehran, as evidenced by tankers like the
SinoOcean broadcasting 'CHINA OWNER' signals to avoid IRGC
targeting.

India: The Regional Mediator?

* India is in a precarious position as more than 80% of its
energy needs pass through the Gulf.

* Islamabad's Role: India has backed the Pakistan-led dialogue
as a stable Iran is important for its North-South Transport
Corridor.

+ Economic Pressure: Domestic inflation in India has reached a
three-year high, prompting the government to tap into strategic
petroleum reserves, while taking a neutral diplomatic stance in
order not to provoke either Washington or Tehran.



The European Union

Europe, already hammered by the loss of Russian gas years
ago, is now facing the second 'energy winter' in the spring of
2026.

* The LNG Gap: European gas prices in some markets are up
300% as Qatari LNG exports through the Strait have come to a
complete halt, and fears of permanent industrial
deindustrialisation in Germany and Italy have emerged.

The Islamabad Talks: A Fragile Peace

Diplomatic efforts in Pakistan have turned into a theatre of
brinkmanship. The IRGC continues holding on to its 'no-talks'
stance until the US lifts the naval blockade. Rumours swirled
that the US had a deal in the works which proposed the lifting
of the blockade if Iran agreed to a total halt to its nuclear
enrichment programme. It has attained 60% enrichment so far.
But the killing of high-level Iranian leadership in February still
presents an emotional and political obstacle for the Iranian
negotiators.

Global Energy Implications

The IEA described the ongoing energy crisis as the “largest
supply disruption in the history of the world oil market.”

* Supply Deficit: Non-OPEC production cannot replace 20
million barrels per day (mb/d).

« Structural Change: The crisis is leading to a long-term change
in logistics. Currently, ships are completely bypassing the Suez
Canal in favour of the Cape of Good Hope route. This adds 15
days to transit times and exponentially increases global
shipping costs.

* Accelerating Alternative Energy: The volatility has unleashed a
frantic, state-subsidised dash into nuclear and green hydrogen
projects in Asia and Europe, framed as a matter of national
survival even as fossil fuels are the immediate focus.

Thinking Aloud

The 2026 West Asian crisis is not a regional conflict any more,
but a fundamental realignment of power globally. The world



could find itself in a period of ‘War-Time Economics' unless the
'Islamabad Impasse' is broken with energy rationing, state-
managed supply chains and the possible expansion of the
conflict into the wider Indian Ocean.
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volatile phase of transformation. As mentioned earlier -

Brinkmanship & The Islamabad Impasse (1) - the
"Islamabad Impasse" has evolved from a diplomatic stalemate
into an active theatre of maritime brinkmanship, including the
launch of Project Freedom and a high-stakes shift toward
Beijing. On May 4, 2026, the Trump administration launched
Project Freedom, a US-led military operation to "escort" about
1,550 commercial vessels — stranding more than 22,500
mariners — out of the Persian Gulf.

T he crisis in the Middle East has now entered a fresh and

Washington claims it is a "humanitarian gesture” aimed at
freeing sailors and stabilising global food supplies. But from
Tehran's perspective, it is an intrusion into its sovereignty over
territorial waters and a flagrant violation of the ceasefire.
Meanwhile, active hostilities and direct kinetic engagements
continue among all the warring parties — the US, Israel, and
Iran — as well as the Gulf countries, even though nations such
as the United Arab Emirates, Oman, and others have nothing to
do with the current hostilities in the Middle East.

The Blockade Paradox

The US offered to escort ships out but maintains a tight “return
to port” blockade on ships trying to enter Iranian ports. The
siege is two layers deep and has effectively turned the Persian



Gulf into an enclosed maritime zone, deepening the supply
shock.

The US And The “Bombing” Ultimatum

President Trump has ratcheted up the pressure, tweeting that if
Tehran does not sign a non-nuclear deal in the coming days,
“the bombing starts” at a “much higher level and intensity” than
the first strikes in February 2026. The stance has divided the
US domestically, with Democratic senators warning of legal
consequences if Washington cooperates with Israel on
extensive “evacuation zones” in Lebanon and Iran.

China As The New Regional Power Broker?

With the decline in US-Iran relations, China has stepped into the
diplomatic vacuum. Iranian Foreign Minister Abbas Araghchi
met Wang Yi in Beijing on May 6, 2026, ahead of US President
Donald Trump's high-profile visit to China scheduled for May
14-15. According to media reports, the meeting was an effort
to persuade Beijing to broker a peace deal between Iran and
the United States amid Trump’s announcement of a pause in
attempts to forcibly reopen the Strait of Hormuz.

According to several analysts, the Middle East skirmishes have
hastened a “Gulf pivot” to Beijing. Countries like the UAE and
Saudi Arabia are increasingly turning to China for a
“comprehensive security architecture” that is less dependent
on American military intervention and more reliant on trade-
linked stability.

Israel And The North Front

Israel has widened its campaign as the world watches the
Strait. An Israeli strike in Beirut on May 6 killed the commander
of Hezbollah’s elite Radwan Force and nearly shattered the
April 17 Lebanon truce. Prime Minister Netanyahu's statement
that “no terrorist is immune” points to a decapitation strategy
akin to the February 2008 attacks on Iranian leadership. It is
difficult to determine whether such strategies ever succeed.

Global Economic And Energy Implications

The Middle East crisis has changed from a “price spike” to a
“supply collapse.” It is being called the biggest oil supply shock



ever by the IEA and the World Bank. The price of Brent crude
has fluctuated between $100 and $126 per barrel, while
persistently high US gasoline prices — up more than 50% since
February 2026 — have fuelled inflation worldwide. A reduction
in oil supply of 10 million barrels per day has caused a historic
global shortage. Fertilizer price forecasts are up by 31%,
threatening the 2027 harvests.

Systemic Contagions

Gulf states: Gulf nations import over 80% of their food through
the Strait, are experiencing a 40—-120% increase in staple
prices. Retailers have resorted to massive airlifts to avoid
shortages.

European Deindustrialisation: In Germany, despite a recent 5%
surge in “front-loading” factory orders (as firms race to beat
further disruption), the Economy Ministry warns of a
permanent “energy price shock” that could dismantle the
continent’s chemical and steel sectors.

Aviation & Logistics: Rerouting around Middle Eastern
airspace has added 15% to global air traffic costs, while
shipping routes via the Cape of Good Hope have added billions
of fuel surcharges to consumer goods.

The Road Forward: Diplomacy Or Destruction?

The coming days are vital. The world will be watching the
Beijing Summit on May 14 to see whether China can broker the
“one-page memorandum” reportedly now under discussion—a
deal that entails an Iranian moratorium on uranium enrichment
in exchange for the lifting of the US blockade and the
unfreezing of Iranian assets.

If these negotiations fail, the collapse of the current “shaky
ceasefire” and the launch of a “Project Freedom” escort
mission through the most heavily mined parts of the Strait
could trigger a full-scale naval war sooner than expected.
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