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Dynamics & What to Watch: Dances With Snakes

® w &
Middle East non-Iranian oil exports have picked up
amid a logistical reorientation that has led to rising
transportation costs, and on ca 40% of Middle East
crude exports using SoH bypass mechanisms.

State of Conflict in Week 33

Iranian tanker attacks have become more numerous,
severe, and may ntensify ahead of US midterms.

Houthi attacks on Saudi infrastructure show ongoing
vulnerabilities beyond tanker transit

Elevated crude oil prices and engoing disruptions in
downstream products point to growing concerns over

An unstable equilibrium may unwind (é ﬁ

Absent a diplomatic breakthrough, the prevailing
geopolitical equilibrium in the Middle East is inherently
unstable.

* The Iranian regime has demonstrated that it is willing to
withstand the blockade for several months...

* ... before pressure on the regime builds to the point
where it could potentially be more amenable to
concessions.

Some analysts believe the US Navy may have less
than than “six months" to uphold an effective
of Iran in the SoH.

shipping security, conflict ion risks,
global demand.
Fears over renewed US attacks post-midterms, and

Iranian retaliation/preemption points to a volatile
October month ahead.

The US naval blockade is keeping pressure on the
Iran, exacerbating its economic crisis.

Meanwhile, questions remain over the
of the US military operation to secure SoH transit,
protect allies in the region, and retain geopolitical
dominance from a hardened and militarily risk-tolerant
Iranian regime.

Centripetal forces imply risks of gravitation towards war

= The Iranian regime may choose resumption of war over
waiting for the blockade (SoH closure) to force it into
more concessionary negotiations

Absent durable diplomatic progress - the road to
intensified conflict remains open and may be inversely
correlated with the actual pressure on the Iranian
regime going forward.

Iranian demonstrated resilience coupled with perceived
US strategic weakness risks emboldening the Iranian
regime to exert greater military pressure in the region.

What to Watch | Open Questions % % %

Trump’s options

Continuing the blockade, hoping costs materialize

faster in Iran than in the global economy, evenif it risks

another round of fighting.

Acquiescing to Iranian demands, accepting the new

status quo, facilitating SoH reopening and alleviating

market pressure, but with a strategic cost to US and

allies in the region.

Intensifying the war, with greater risks and unclear

means of achieving strategic achievements.

Saudi Arabia exemplifies ongoing vulnerabilities

* Gulf oil facilities remain vulnerable to attacks from Iraqi
militias and the Houthis in Yemen.

* Will Saudi Arabia deal directly with the Houthis?

Israeli Oct 27 election incentives pose escalation risks:

+ Political cycle intertwined with the Iran War

What level of economic pressure in Iran could trigger

political instability?

* Asthe blockade remains in place, economic pressures
increase...

... but the regime has demonstrated a high tolerance for
repression and brutality, potentially raising the threshold
for renewed large-scale protests.
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Iran War Escalation Window

us B Iran —
Belief: pressure will make Iran compliant Strategic deadlock Belief: endurance will force US rethink

— Military build-up in the region —US & Iran positions remain far apart — Sustained tanker attacksin Gulf

— Focus on naval blockade over strikes — Each sees backing down as costlier — Iran struggles to export its own oil

— Demand: nuclear deal up front —Uncertainty elevates commodity — 'Seven demands’ before nuclear talks
— Sustained by non-Iranian Hormuz transit of prices — Rebuilding missiles and drones

oil, albeit at high cost — Enrichment prep, Yemeni windfall

US action set l
us i to Iraniand d Sustain blockade pressure Resume strikes
could lead to a diplomatic opening, but — Nosign of Iranian capitulation — Could produce USIsraeli tactical wins
domestic US political costs make this - Growing economic damage could push — Unlikely to alter Iranian intransigence
unlikely Iran to pre-empt military escalation Escalation control at risk

¥

Escalation accelerants

— Force build-up amid ongoing attacks
— Israeli election dynamics

- Fear of surprise invites pre-emption
— New Congress seated in Jan 2027

Wider regional war

— Geographically and economically broader targets
to energy, water, undersea cables among others

— Significant risks to energy and global markets

Scenarios: The Iran War in Three Months

Iran War Scenario Outcomes and Futures-Implied Brent oil price in 3 months

Iran Continued
Description: Right-hand table gauges Stratef  actyiresof Regine  disruption of
different scenarios in three months time and Scenarioprevallingin  Hormuz — nuclear  change energy Oilprice  Estimated
their estimated associated Brent oil prices 3 months future weapons _in Iran?* _infrastructure Market cutcomes USD/b** _probability
The weighted average of these scenario 1 US and Israel Rapid return No Unlikely No Positive despite initiaf increase involatillty: 50-60 0.05
o N = jointly overwhelm  to normal confiict risk premia dissipates in oi markets;
price estimates are then compared with the 2 7 . n
three-month Brent oil futures price. - =0 os StoRg. - reghnal Eq”."y morkets
[ Probability that 0.05
2 Negotiations amid Large[ Possible No Yes Pressure on energy morkets intensity, supply 7595 02
For more details see "Iran’'s Survival continued energy moderate chain disruption ond demond destruction tokea
Calculus, Institutional Entrenchment and the disruption disruption toll on market cutcomes
Limits of Decapitation,” SEB Geopolitical & | 3 Negotiations amid Limited Possible No No Positive, as the energy disruptions and bilateral  80-90 02
Update, Mar 1, 2026, energy disruption iran-US talks are compartmentalized
https: fshorturlat/ZXkty normalization
Probability of negotiations 04|
4 Low-intense | Significant Yes No Threatof Conftict risk premvia remainin ol markets, 80-100 02
unfirished conflict  disruption future strikes uncertainty keeps regional stocks subdued, and
remain elevated risk of future conflict
5 Regime Limitedf No Paossible  Limited by Conftict risk prervia remainin ol markets, 90-100 0.05
destabilization moderate regime uncertainty keeps globol and regional stocks
disruption degradation subdued
© |6 Renewed conflict Large Yes Unlikely Yes Large sustained disruption of energy and 100-150 03
disruption shipping markets
[ Probability of prolonged conflict 0.55
Scenario-implied 070 0.14 055 Brentoil in 3m: scenario-weightedimpliedvs  Implied:  Current:
probabilities latest market price (USD/b)*** 97.0 1006

Source: SEB. * Regime change here is assessed in the short run. Any scenario could potentially lead to changes in the regime in the longer term.**
These scenario-based ol prices indicate where the oil price is at the point of realization of a scenario and does not necessarily capture short-term
volatility. ***The probabilistic Brent cil price isa weighted average of the mid-range oil price under the different scenarios and does not constitute
afarecast. SEB's ol price forecasts are avallable at https:jresearchsebgroup comfmacro-fice
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Saudi Arabia and Yemen are economic worlds apart

Real GDP per Capitain 2025 (PPP USD) Conflict has voided decades of development in Yemen
. JSaudi Arabis| Yemen | 192000 GDP per capita in 2025 PPP USD
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