Energy chokepoints test GCC agility, yet growth fundamentals stay intact

Raghu: Resilient GCC markets offer uppurtumtles amid short-term disruptions

KUWAIT CITY, April §: While geopolitical
tensions meay trigger short-term market disrup-
tions, resilient OC economies and disciplined
investment strategics continue o create seloc-
tive opportunities for kong-term investors. This
is what M.R. Raghu, CEO of Manmore MEMA
Intelligence, the research arm of Kuwait Fi-
nancial Centre “Markaz™ said during onc of a
series of webinars launched by Markaz to shed
light on key market developments, emerging
risks. and evolving investment opportunitics
across the region

The ongoing Us-Isracl conflict with Iran
and the evolving geopolitical landscape in the
Middle East have brought investment consid-
crations firmly to the forefront. As global in-
vesiors reassess how geopolitical developments
influence capital markets, energy systems, and
trade linkages, the focus is increasingly on un-
derstanding how risk is transmitted and whene
opportunities emerge. While such periods natu-
rally introduce wvolatility, they also create an
cenvironment where strategic clarity and disci-
plined decision-making become more critical
than ever.

The current conflict stands ouwt due to its
scale and interconnected impact, particularly
across energy markets and global rade routes.
Yet history remains instructive. From 9711 to
the Russia—Ukraine war and the ongoing Isracl-
Hamas conflict, geopolitical shocks have typi-
cally resulted in shori-term drawdowns rather
than lasting structural damage. Owver the past
two decades, global oquity markets have con-
tinwed to deliver stable returns, reinforcing the
principle that markets reprice risk but rarely de-
viate from long-term growith trajectornies.

Energy Markets

Energy markeis remain ceniral to the current
Cnvironment, icularly given the sirategic
importance of the Strait of Hormuoz. the world's
most critical energy cho int. Aj
Iy 38% of global crude oil, 29%
of LNG and refined fucls and 13% of chemicals
transit through this corridor.

At the peak of tensions, tanker traffic through
the Strait declined by nearly 90%. This under-
scores how quickly geopolitical risk can disrupt
Ehysi.ca] trade flows. However, the disruption

as been largely logistical and insurance-driven
:Bﬂ'i:l than indicative of a systemic supply col-

.

apsil prices have reflected this dynamic. Brent
crude moved from the low USD T0s to nearly
USD 120 per barrel at peak stress, highlight-
ing that markets arc pricing uncertainty rather
than a structural shortage. Institutional fore-
casts reinforce this view. Estimates from ma-
jor institutions, including Fitich Ratings, Bank
of America, Standard Chartered, and Goldman
Sachs, converge around a mediom-term range
of approximately USD T0-85 per barrel, even
under disruption scenarios.

For investors, this suggests that energy vola-
tility should be interpreted as a recalibration
mechanism rather than a structural break, cre-
aun selective nppnnumtl.ﬂ ACTOSS upsl.n:am

, imtegrated energy companies, and
c:ri:rgy-]ml’.cd credit instruments.

Resilient GCC economies

The Gulf Cooperation Council {GCC) con-
tinues to ncn:'uE)' a structurally strong position
within the global investment landscape. How-
ever, the current environment also highlights
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important asymmetrics across countrics,
ticalarly in exposure to Hormuz-related disrop-
tions.

Sandi Arabia and the UAE maintain partial
export flexibility through pipeline infrastruc-
ture, enabling them to bypass the Strait io some
extent. In contrast, countries such as Kowait
and Qatar remain highly dependent on Hommoz
transit, with limited aliernative routes. particu-
larly for LNG exports.

Despite these differences, higher oil prices
provide a significant fiscal buffer. Even under
scenarios where 15-20% of global oil supply is
disrupted, elevated prices in the USD 100-120
range can offset revenue losses, supporting fis-
cal and current account balances actoss major

cxgmcrs.
rucially, perinds of geopolitical siress have
historically accelerated structural transforma-

tion across the GOC, including economic di-
versification. infrastructure development. and
regional trade realignment. This reinforces
long-term investment umities across lo-
gistics, infrastructure, hnancial services, and
noi-ail growth sectors.

Understanding Equity Market Trends
uity markets have responded with disper-
siniqmﬂ'}rl:r than uniform decline. While glgi:al
markets cxpericnced initial drawdowns, these
have remained within historical norms for geo-
poditical events.

Emerging markets have seen sharper cor-
rections, with hcightmcd volatility in Asia,
ﬁ:rtbcula:l} in economies heavily reliant on

iddle Eastern energy imports such as China
and India. In contrast, GOC markets have dem-
onstrated relative resilience, supporied by do-
mestic liquidity, fiscal backstops, and carmings
visibility.

Beyond financial hedges, real assets includ-
ing infrastructure, bogistics, and private mar-
ket investments are positioned to benefit from
longer-term structural shifts. Trade reconfigu-
ration, supply chain diversification. and in-
creased regional capital deployment are likely
to drivie sustained demand across these sectors.

Inflation Over Growth Risk

From a macroeconomic perspective, the cor-
rent environment is more inflationary than re-
cessionary. Global GDP growth is expected to
moderate marginally, while inflationary pres-
sures rise due to higher encrgy and transporta-
tion costs.

The impact is most pronounced in Asia,
which remains the largest imporer of Mid-

dle Eastern I:‘J'D:IE!.' Countries such as China,
India. Japan. and South Korea face increased
inflation, trade imbalances, and cumency pres-
sures. In conirast, energy-exporiing economies
benefit from improved pricing power and fiscal
insulation.

Within the GCC, economic impact varies by
country and sector. (datar faces higher cxpo-
sure due to LNG dependence, while the UAE
is affected through trade, tourism, and logistics.
Saudi Arabia remains relatively insulated due
to export flexibility, and Oman may benefit
from trade rerouting dynamics.

Markets Reward Discipline

the most consistent lesson across
geopolitical cycles is that such events test inves-
tor behaviour more than market fundamentals.
Historical data shows that drawdowns tend to be
limited, recovery timelines are relatively short,
and bong-term return I:r.nj:ﬂru'ics remain intact.

Even amid increasing geopolitical ¢ X~
ity, markets continue to reward disciplined,
long-term investment strategies grounded in
diversification and risk management. For in-
vestors navigating today’s environment, the
imperative is clear: focus on fundamentals, dif-
ferentiate across regions and asset classes. and
avoid reactive decision-making.

At Markaz, we believe that informed invest-
ing is not about predicting geopolitical out-
comes. but about building resilicnt portfolios
that can withstand wvolatility while remaining
aligned with long-term objectives. In doing so,
investors can look beyond shor-term disrup-
tion and position themselves for the next phase
of market normalizationrenewed growth and

ncW opportunitics.




