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WTI ON EDGE: HORMUZ TENSIONS REIGNITE THE GEOPOLITICS OF ENERGY SUPPLY

The global oil market has once again been thrust into a period of heightened geopolitical sensitivity, with
traders increasingly focused on the strategic vulnerability of the Strait of Hormuz. The narrow maritime
corridor, through which roughly a fifth of the world’s oil supply transits, has become the central variable
shaping price expectations for crude benchmarks, particularly West Texas Intermediate (WTI).

Recent market analysis suggests that even the credible threat of disruption - rather than an outright closure -
has been sufficient to inject a risk premium into energy markets, amplifying volatility across both crude and
natural gas contracts. WTI prices have responded to these tensions with a mixture of caution and
opportunism. Markets remain acutely aware that any material interference with shipping through Hormuz
would instantly tighten global supply balances.

The strait acts as the primary export artery for producers across the Gulf, including Saudi Arabia, Iraq, Kuwait
and the United Arab Emirates. While Saudi Aramco retains limited capacity to reroute some shipments via
pipelines to the Red Sea, such alternatives are insufficient to fully compensate for a prolonged closure of
Hormuz. The logistical reality is that most Gulf oil must pass through this chokepoint, making it one of the
most consequential pieces of maritime geography in global energy economics.

At the same time, the Organization of the Petroleum Exporting Countries and its allies continue to exert a
moderating influence on supply dynamics. OPEC+ production discipline has helped prevent inventories from
swelling despite uneven demand growth. However, a Hormuz disruption would render such careful calibration
secondary; in a constrained shipping environment, physical supply availability would dominate price
formation. Under such conditions, WTI would likely see a sharp upward repricing as traders price in the sudden
loss of export capacity from multiple producers simultaneously.

According to Razan Hilal, Market Analyst, CMT at FOREX.com: “Crude oil WTl is holding near S80 per barrel
on rising costs linked to the closure of the Strait of Hormuz, pressuring the US dollar higher on renewed rate -
hold and inflation expectations, while weighing on global indices and energy-dependent markets. Should this
situation prolong, risks of a broader global market drawdown increase. As for crude, the sharp uptrend,
echoing concerns seen during the Russia—Ukraine invasion in 2022, is expected to persist unless meaningful
resolutions are reached, keeping the commodity market vulnerable to sharp swings.”

However, implications extend beyond crude oil. Natural gas markets are equally sensitive to developments in
the Gulf, particularly because Qatar, one of the world’s largest exporters of liquefied natural gas, relies heavily
on the Strait of Hormuz for outbound shipments. While LNG trade is generally more flexible than crude flows,
Qatar’s geographic positioning leaves it with limited alternatives should maritime transit become constrained.

Hilal adds: “With natural gas benchmarks surging but struggling to break above 3-year resistance levels, a
cautious bias persists. That stance would only shift if supply disruptions around the Strait of Hormuz intensify,
as the current blockade risks constraining nearly one-fifth of global LNG flows and has already halted Qatari
production following strikes on key facilities. Given Qatar’s heavy reliance on Hormuz for LNG exports, any
prolonged disruption would likely push prices materially higher and tighten conditions for energy-dependent
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markets worldwide, prompting renewed upside hedging activity as buyers seek protection against further
supply shocks.”

This dynamicillustrates the broader fragility of the current energy landscape. Markets are balancing improving
diplomatic rhetoric against the structural risk embedded in one of the world’s most strategically sensitive
waterways.

For now, traders appear willing to assume that Hormuz will remain open, although history suggests that in
energy markets, even a brief disruption at the wrong moment can transform risk into reality with remarkable
speed.
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