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Hormuz Tensions Reshape Global Risk Premium

Global crude oil markets have entered a high-volatility phase following escalating geopolitical tensions around the
Strait of Hormuz. Brent crude surged nearly 13% to trade above $82 per barrel at the weekly open, reflecting
heightened supply disruption fears. The market is actively pricing in a geopolitical risk premium, with multiple global
energy research agencies outlining bullish scenarios under continued disruptions.

Both Brent and WTI currently maintain a bullish bias, driven primarily by supply-side uncertainties rather than demand
acceleration.

Geopolitical Trigger: Strait of Hormuz at the Core

The Strait of Hormuz remains the world’s most critical oil chokepoint, handling nearly one-fifth of global oil shipments.
Even precautionary disruptions—such as insurance premium hikes and tanker rerouting—have materially impacted
senfiment.

The current situation is not yet defined by physical supply destruction, but by:
° Elevated war-risk insurance premiums
° Temporary tanker hesitations
° Strategic positioning by Gulf exporters

Should disruptions extend beyond precautionary measures intfo actual infrastructure damage, supply shock
probabilities rise sharply.

Institutional Forecast Scenarios

° Citi — Short-Term Spike, Controlled Resolution
Citi has revised its near-term Brent forecast upward by $15 to $85 per barrel, projecting a frading range of
$80-%$90 in the immediate term. Their base case assumes geopolitical de-escalation within 1-2 weeks.
However, in an extreme scenario involving infrastructure strikes, Brent could spike toward $120 per barrel, with
a 20% probability assigned.

° Rystad Energy — Medium-Term Disruption Risk
Rystad suggests that if Hormuz disruptions persist for days to weeks, Brent could test the $100 mark.
Importantly, even additional OPEC+ output would sfill require transit through the same strait, limiting its ability
to stabilize global supply.

° Goldman Sachs - Risk Premium Quantified
Goldman estimates that crude currently embeds an $18 per barrel real-time geopolitical risk premium.
Markets are effectively pricing in a potential 2.3 million barrel per day supply reduction sustained for one
year.

Beyond crude, refined products face amplified risks:
o 9% of global diesel shipments transit Hormuz
o 18% of global jet fuel flows move through the strait

This widens the inflationary implications beyond raw crude alone.

° Wood Mackenzie - Flow Recovery Critical
Wood Mackenzie highlights that if tanker flows are not restored quickly, prices could move decisively above
$100 per barrel. However, if Iran cooperates and maritime flows normalize, stabilization could occur within
weeks.

KEDIA STOCKS & COMMODITIES RESEARCH PVT LTD. scan the QR fo
SEBI NUMBER - INHO00006156 connect with us

Visit www kediaadvisory.com -
Disclaimer: Investments in the securities market are subject to market risks, read all the related documents carefully before investing. https://kediaadvisory. com/d|sclo|mer




Crudeoll Report KEDIA ADVISORY

02 March 2026

Hormuz Tensions Reshape Global Risk Premium

OPEC+ Constraints and Structural Limitations
Although OPEC+ retains spare capacity, any incremental production increase must physically pass through Hormuz.
Therefore, supply augmentation is structurally constrained under sustained disrupftion.

If conflict extends beyond three weeks:
° GCC producers may exhaust storage buffers
e  Production cuts could follow due to logistical bottlenecks

Thus, OPEC's theoretical spare capacity becomes ineffective under strait closure scenarios.

Insurance, Policy & Escalation Risks
Current disruptions are largely precautionary, driven by insurance premium surges and coverage cancellations
rather than direct military damage.

However, escalation risks remain:
° Potential loss of centralized control over regional military factions
° Increased asymmetric attacks on energy infrastructure
° Expanded maritime security concerns

Such developments would significantly widen the risk premium.

Scenario Brent Price Outlook Probability Bias
(Resistance)
Quick De-escalation (1-2 weeks) $80-$86 Base Case
Prolonged Strait Disruption $88-$96 Elevated Risk
Infrastructure Strike $95-$102 Extreme Tail Risk
Rapid Flow Restoration $75-$80 Limited

Technical & Sentiment Outlook

Risk premium firmly embedded

Voldatility elevated

Supply-driven rally, not demand-led

Backwardation likely to widen if physical flows tighten

Both Brent and WTI maintain a bullish undertone as long as tanker traffic uncertainty persists.

Conclusion

Crude oil markets are currently being driven by geopolitical supply risk rather than macroeconomic demand
recovery. The Strait of Hormuz remains the fulcrum of global energy stability. While historical geopolitical price
spikes tend to be short-lived, the scale of current embedded risk premium suggests that volatility may persist until
clear evidence of maritime flow normalization emerges.

For now, the market remains structurally bullish with asymmetric upside risk.
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This Report is prepared and distributed by Kedia Stocks & Commodities Research Pvt Ltd. for
information purposes only. The recommendations, if any, made herein are expressions of views
and/or opinions and should not be deemed or construed to be neither advice for the purpose of
purchase or sale through KSCRPL nor any solicitation or offering of any investment /trading
opportunity. These information/opinions/ views are not meant to serve as a professional investment
guide for the readers. No action is solicited based upon the information provided herein. Recipients
of this Report should rely on information/data arising out of their own investigations. Readers are
advised to seek independent professional advice and arrive at an informed trading/investment
decision before executing any trades or making any investments. This Report has been prepared on
the basis of publicly available information, internally developed data and other sources believed by
KSCRPL to be reliable. KSCRPL or its directors, employees, affiliates or representatives do not assume
any responsibility for or warrant the accuracy, completeness, adequacy and reliability of such
information/opinions/ views. While due care has been taken to ensure that the disclosures and
opinions given are fair and reasonable, none of the directors, employees, aoffiliates or
representatives of KSCRPL shall be liable for any direct, indirect, special, incidental, consequential,
punitive or exemplary damages, including lost profits arising in any way whatsoever from the
information/opinions/views contained in this Report. The possession, circulation and/or distribution of
this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action has
been or will be taken by KSCRPL in any jurisdiction (other than India), where any action for such
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