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Executive Summary

The escalating conflict in the Middle East, particularly involving Iran, Israel, and the United States
(Operation Epic Fury), represents a critical inflection point for the global offshore low carbon
energy sector. The crisis has created a dual-impact scenario: immediate disruption to
conventional energy markets combined with accelerated strategic momentum for offshore wind
and renewable energy investments worldwide.

Key Findings:

e Energy security has displaced carbon neutrality as the primary driver for European offshore
wind deployment, with accelerated Final Investment Decisions (FID) now deemed
"non-negotiable" by European governments

e The conflict has escalated dramatically: 10 million barrels/day of oil production lost (largest
supply disruption in history), Brent crude at US$110+ per barrel, Qatar declared force majeure on
LNG contracts following drone attacks

o Strait of Hormuz remains effectively closed since 2 March with insurance withdrawn; Saudi
Arabia intercepted 37 Iranian drones over eastern region on 16 March, marking conflict expansion
to Gulf state territory

o Supply chain disruptions have intensified beyond initial projections: war risk insurance
premiums up 300%, shipping through Persian Gulf halted, 20,000+ seafarers trapped in conflict
zone

» European response: Ten North Sea nations pledged €1 trillion for offshore wind to create world's
largest clean energy hub; global pipeline reaches 89.2 GW installed, 236 GW forecast by 2030

o Middle East offshore wind development faces delays due to security risks, but 1,400 GW
regional potential remains strategic priority for Saudi Arabia, UAE, and Oman post-conflict

This report examines five critical impact areas: energy market disruption, supply chain effects,
investment acceleration, geopolitical realignment, and regional opportunities in the Middle East
itself.
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1. Energy Security Crisis: The Strategic Catalyst

1.1 Strait of Hormuz Crisis: Historic Supply Disruption

The Strait of Hormuz has been effectively closed since 2 March 2026, when lIran's Islamic
Revolutionary Guard Corps (IRGC) formally declared the strait closed and threatened to "set fire to any
ship" attempting passage. This represents the most severe energy supply disruption in modern
history.

Scale of disruption:

e 20 million barrels per day of oil and petroleum products (normally 20% of global supply) halted
81 million tonnes annually of LNG exports (nearly 20% of global LNG supply) ceased
e Insurance coverage withdrawn for tanker traffic, creating effective commercial blockade

e 10 million barrels per day of production capacity lost across Gulf states by 12 March — the
largest oil supply disruption in recorded history

e Global oil supply down 8 million barrels per day in March (nearly 10% of global demand)
e Over 3,000 vessels halted; 20,000+ seafarers trapped in war zone, 7 merchant mariners killed

Escalating infrastructure attacks (updated 16 March 2026):

 Qatar: Ras Laffan gas facility (20% of global LNG) shut down following Iranian drone attacks; will
require 2+ weeks to restore full capacity even after conflict ends, with total recovery taking
"weeks to months"

e Saudi Arabia: Ras Tanura refinery (550,000 bpd) closed after drone strikes; 37 Iranian drones
intercepted over eastern region on 16 March 2026, marking direct expansion of conflict to Saudi
territory; daily drone swarms targeting Shayba oil field

o UAE: ADNOC Ruwais refinery ceased operations; refineries and fuel storage facilities under
repeated attack; UAE diverts oil via Abu Dhabi Crude Oil Pipeline to Fujairah (Arabian Sea) but
capacity inadequate

o Kuwait: Kuwait Petroleum Corporation (KPC) declared force majeure; civilian airports and ports
struck by Iranian drones

e Bahrain: Bahrain Petroleum Company (BAPCO) force majeure; US-flagged Stena Imperative
struck twice at Bahrain port, killing one port worker

« Oman: Fuel storage facilities targeted in expanding Iranian campaign

1.2 European Energy Vulnerability: Crisis Intensifies

Europe's catastrophic dependency on Middle Eastern energy has been laid bare as the conflict enters
its third week. The International Energy Agency (IEA) confirms this is "the largest-ever oil supply
disruption" in global history.

Current market conditions (16 March 2026):

« Brent crude at US$110+ per barrel (up from US$70 pre-conflict, 57% increase)
» European natural gas futures climbed more than 20% initially; volatility continuing
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o Asian markets face potential 6.0 million barrels/day refinery crude run cuts in April worst-case
scenario, with India most exposed

o Gulf pipeline bypass capacity inadequate: Saudi East-West pipeline and UAE Abu Dhabi pipeline
combined cannot match Hormuz throughput, leaving 12 million barrels/day deficit

» Red Sea alternative route vulnerable to Houthi attacks
« Strategic anxiety exceeding 2022 Russia-Ukraine energy crisis levels given scale of disruption

As Ana Maria Jaller-Makarewicz, lead energy analyst for Europe at the Institute for Energy
Economics and Financial Analysis, warned: "Europe should brace for more volatility and higher
energy prices as the Middle East crisis escalates."

1.3 Policy Paradigm Shift: Energy Security Imperative

Critical strategic reorientation: The conflict has fundamentally reframed offshore wind from climate
policy to national security infrastructure. European offshore wind discussion has shifted from
"focusing on carbon neutrality to whether gas supplies will be cut off or electricity prices will
skyrocket — this is a fundamental difference," according to Tian Shun Wind Energy's European
operations representative.

Historic European commitment: Ten North Sea nations convened at the Hamburg North Sea Summit
(26 January 2026) and pledged up to €1 trillion for offshore wind, committing to provide two-sided
Contracts for Difference (CfDs) for 10 GW offshore wind annually from 2031-2040. In exchange,
Europe's wind industry committed to mobilizing €1 trillion economic activity, creating 91,000 additional
jobs, and investing €9.5 billion in value chain including manufacturing, ports and vessels.

The European Commission has been called upon to:

» Immediately activate AggregateEU for joint gas purchasing

» Coordinate strategic reserve releases through International Energy Agency cooperation
e Accelerate REPowerEU Plan rollout

« Prioritize renewable energy deployment as strategic security infrastructure

Renew Europe Group stated emphatically: "The crisis is a reminder that Europe's long-term
security depends on reducing reliance on imported fossil fuels."
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2. Supply Chain Impact and Restructuring

2.1 Shipping Route Disruptions

The conflict has created compounding logistics challenges for the offshore wind sector beyond the
Strait of Hormuz situation. Red Sea tensions already forced shipping via the Cape of Good Hope route,
increasing freight costs by 30-50%. The Hormuz crisis adds further complications:

o War risk premiums for maritime insurance increased by over 300%

« Daily rental cost of ultra-large crude carriers nearly quadrupled

» Extended lead times for wind turbine blades, foundations, and large components

e 2-3 month delays in chip shipments (40% normally transit Persian Gulf route), affecting turbine
control systems

2.2 Raw Material Price Pressures

Iran's position as a key supplier of critical materials affects offshore wind manufacturing:

» Methanol (10% of global exports) — used in composite materials

e Sulfur (30% of global supply) — used in various manufacturing processes
o Steel prices rising due to oil price increases affecting production costs

o Commodity cost inflation eroding project margins by 15-25%

2.3 Chinese Supply Chain Advantage

Strategic opportunity for Chinese manufacturers: The crisis has positioned Chinese offshore wind
equipment suppliers as preferred partners for European projects due to three critical advantages:

Table 1: Chinese offshore wind supply chain competitive advantages

Cost competitiveness 20-30% lower than European equivalents
Production scale Capacity to meet urgent European demand
Delivery certainty "Non-negotiable" delivery commitments

Major contract wins illustrating this shift:

o Dajin Heavy Industry secured contract with Poland's Szczecin Wulkan Shipyard for 40
foundation components for Germany's 900MW Nordseecluster B project

e Mingyang Smart Energy invested £1.5 billion in UK manufacturing base, winning 1,500MW
projects in Saudi Arabia and UAE, with overseas orders exceeding 5GW as of 2026

» Goldwind Technologies contracted for Saudi Arabia's 53GW onshore project, the world's largest

e Tianshun Wind Energy established manufacturing facilities in Europe with 500,000 tonnes
annual capacity for extra-large monopiles
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Zhang Chuanwei, Chairman of Mingyang Smart Energy, observed: "Europe's offshore wind power
has shifted from a 'dual carbon' target to an essential need for energy security, and the local
production capacity gap presents a core opportunity for Chinese turbine manufacturers."

2.4 European Supply Chain Vulnerabilities

European offshore wind manufacturers face significant challenges:

» Siemens Gamesa shelved nacelle plant expansion in Denmark citing market uncertainty

« Vestas placed planned blade factory in Poland on hold due to weaker-than-expected demand
« Sif (foundation fabricator) reported slowdown in tendering activity and project postponements
» Supply chain "showing signs of fatigue in face of urgent demand"

« Risk of core suppliers having contracts terminated due to delivery failures

The Global Wind Energy Council (GWEC) noted: "Currently 2,539 MW of onshore wind capacity in
five countries across nine wind projects are under construction in this region, most of that
capacity is expected to be installed in 2026 if the construction work is not disrupted by the
ongoing Middle East conflict."
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3. Investment Acceleration and Project Dynamics

3.1 Accelerated Final Investment Decisions: Non-Negotiable Deployment

Geopolitical conflict has transformed European project execution from "preferred" to "mandatory."
The escalating crisis since 13 March has intensified urgency beyond initial projections. Projects
previously subject to economic debate are now deemed strategic security infrastructure requiring
immediate deployment regardless of near-term financial considerations.

Evidence of acceleration:

Dajin Heavy Industry management revealed in January 2026 that "geopolitical conflicts in the Middle
East had heightened Europe's desire for energy independence, directly accelerating the final
investment decisions (FID) for projects like the UK AR7 and the German North Sea cluster." The
subsequent 10 million barrel/day production loss and €1 trillion North Sea commitment demonstrate
this acceleration intensifying.

* UK AR7 (seventh round of Contracts for Difference) expedited by 12-18 months

« German North Sea cluster projects receiving priority fast-tracking

o Projects previously considered "optional" now deemed "mandatory" with delivery
non-negotiable

o European governments removing regulatory barriers (UK government removed offshore wind
tariffs)

3.2 Project Pipeline Strength Despite US Political Headwinds

Critical context: While the Trump administration has created uncertainty in the US offshore wind
market (suspending five major East Coast projects, halting leases, canceling $679 million in
manufacturing funding), the global picture outside the US remains robust.

Global offshore wind momentum (updated March 2026):

» 89.2 GW of offshore wind capacity installed globally by end-2025 (RenewableUK March 2026
pipeline report)

» 236 GW forecast operational by 2030, representing 1,565 projects across 49 countries

e £39 billion in Final Investment Decision (FID) commitments during 2025 alone

» Record 56.3 GW of offshore wind capacity awarded globally in 2024

e Europe led with 23.2 GW awarded; China contributed 17.4 GW

 GWEC forecasts average annual growth rate of 8.8% through 2030

o Europe's WindEurope forecasts 39 GW current capacity rising to 73 GW by 2030

e North Sea Summit commitment: 10 GW annual deployment 2031-2040

3.3 Inflation and Interest Rate Risks

The Middle East conflict creates complex financial dynamics for offshore wind projects:

Negative pressures:
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o Higher energy prices could spark inflation, leading central banks to raise interest rates
« Increased financing costs for capital-intensive offshore wind projects
» Cost of debt potentially reducing project viability for marginal developments

Positive countervailing forces:

o Strengthened energy security imperative overriding pure economic considerations

o Government willingness to provide enhanced support mechanisms

» Long-term certainty of offshore wind economics versus fossil fuel volatility

» Improved strike prices in auctions (UK AR7 raised guaranteed prices for offshore wind)

3.4 US Market Disruption Creates Global Rebalancing
The Trump administration's offshore wind opposition has created strategic opportunities elsewhere:

» European and Asian developers refocusing capacity on non-US markets
e Manufacturing investments shifting to Europe, Middle East, and Asia
» Workforce and expertise relocating to more stable policy environments

» "Veiled attempt to hide President Donald Trump's dislike for offshore wind" threatening 17,000+
US jobs but redirecting global capacity
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4. Geopolitical Realignment and Strategic Competition

4.1 Energy Transition as National Security Imperative

Fundamental strategic reframing: Francesco La Camera, Director-General of the International
Renewable Energy Agency (IRENA), articulated the new paradigm: "These events are pushing the
market to go for renewables. The war against Ukraine has not slowed down the transition, but it has
accelerated it in some way. When the war started, it became evident that the old energy system was
very vulnerable."

Key strategic advantages of renewables highlighted by the crisis:

« Distributed system with many actors ensures greater resilience

o Shocks better absorbed across multiple suppliers versus concentrated dependencies

 No risk of long-term fuel interruption from war or politics

« "Imagine if Europe would have had a renewables share of 90 percent when the war against
Ukraine started"

4.2 UK-Europe Energy Independence Strategy

UK Ambassador to Germany Andrew Mitchell stated: "Recent geopolitical events have sharpened, not
weakened the case for offshore wind as a foundation of energy security."

Strategic imperatives driving European policy:

 Quit being "in denial" about energy import dependencies

e Invest decisively in clean energy infrastructure

o Expand electricity grids for renewable integration

» Make homes energy efficient to reduce demand

« Establish offshore wind as cornerstone of energy autonomy

Gerben-Jan Gerbrandy MEP (Chair of Renew Europe's working group on Sustainability)
emphasized: "European citizens are feeling the consequences of higher energy prices directly in
their pockets. European leaders have to quit being in denial."

4.3 China's Strategic Positioning

China has emerged as the "common choice for both Europe and the Middle East" in wind power
equipment, according to Envision Energy CEO Zhang Lei. This creates complex geopolitical dynamics:
Strategic opportunities:

« Positioning as reliable energy transition partner during Western fossil fuel disruption
 Leveraging 70% market share in global wind installations (80 GW installed in China in 2024)
« Building long-term relationships with European and Middle Eastern customers

« Establishing manufacturing presence in key markets (UK, Poland, Germany)
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Strategic concerns for Western nations:

« Increasing dependency on Chinese offshore wind technology and manufacturing
o Critical infrastructure potentially controlled by geopolitical competitor

* 84% of renewable energy stakeholders cite geopolitical challenges causing substantial project
delays

» 61% cite supply chain risks as significant obstacle to scaling renewables
e China's dominance in solar equipment extends to offshore wind components

4.4 Energy Transition Competition Versus Collaboration

The crisis highlights tensions between energy security and supply chain security:

Collaborative imperative: Rapid deployment requires leveraging global capacity including Chinese
manufacturing excellence.

Competitive concern: Strategic vulnerability created by concentration of critical technology in single
nation.

Resolution approaches emerging:

« Joint ventures requiring technology transfer (Dajin-Poland partnership model)

o European manufacturing with Chinese participation (Mingyang £1.5B UK investment)
» Multi-sourcing strategies to avoid single-supplier dependency

« Strategic stockpiling of critical components
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5. Middle East: From Fossil Fuel Hub to Renewable Energy
Player

5.1 Regional Offshore Wind Potential

Paradox of the conflict: While disrupting global energy flows, the Middle East crisis is simultaneously
accelerating the region's own offshore wind development.

Regional potential assessment:

» 1,400 GW of offshore wind potential identified across Middle East and North Africa (MENA)
« Saudi Arabia, Morocco, Egypt, and Oman positioned to lead regional development

» Red Sea, Arabian Gulf, and Eastern Mediterranean coastlines offer strong wind resources
 Shallow waters in Gulf reduce foundation complexity and installation costs

» Consistent wind patterns in Arabian Sea (Oman Dhofar region) support high capacity factors

5.2 National Strategic Initiatives

Saudi Arabia:

o Saudi Vision 2030 driving offshore wind integration

» Red Sea and Arabian Gulf coastlines under feasibility assessment

 NEOM green hydrogen project requires massive renewable capacity (offshore wind critical)

» 1,500MW offshore wind project awarded to Mingyang Smart Energy

* 53GW onshore wind project contracted to Goldwind Technologies (world's largest)

« Strong regulatory framework through Renewable Energy Project Development Office (REPDO)
e Sovereign-backed funding and competitive bidding mechanisms in place

United Arab Emirates:

o UAE Energy Strategy 2050 targets diversified energy portfolio

o First utility-scale wind projects totaling 103.5 MW commissioned in 2025

» 1,500MW offshore wind project awarded (Mingyang Smart Energy)

o Masdar targeting 1 million tonnes/year green hydrogen by 2030 requiring offshore wind
capacity

« Aligning offshore wind with industrial decarbonization and desalination

» Emerging as fabrication hub for global offshore wind

Oman:

e Oman Vision 2040 integrating offshore wind with green hydrogen ambitions

e Targeting 1 million tonnes/year renewable hydrogen by 2030, 3.75 million tonnes by 2040, 8.5
million tonnes by 2050

 Dhofar region identified as prime offshore wind location (Arabian Sea wind resources)
* 50 MW Dhofar wind farm operational supporting hydrogen development

e Two additional wind farms (300 MW combined) planned for mid-2026

e Hydrogen Oman (Hydrom) program driving offshore wind demand
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e On track to become largest hydrogen exporter in Middle East by 2030

Egypt:
» Mediterranean and Red Sea coastlines offer world-class wind resources
« New and Renewable Energy Authority (NREA) signed agreements with European and Asian
developers
» Several gigawatt-scale offshore wind proposals under consideration
e Integrated Sustainable Energy Strategy (ISES 2035) targets 42% renewable energy
o Alignment with European energy interconnection opportunities

5.3 Middle East as Offshore Wind Fabrication Hub

Unexpected strategic development: The UAE has emerged as a major fabrication region for European
offshore wind infrastructure, leveraging decades of offshore oil and gas expertise.

Current fabrication contracts for European projects:

» Vanguard West and East (UK) - topsides and platforms
e BorWin 6 (Germany) — converter stations

» BalWin 3 (Baltic Sea) — offshore substations

e LanWin 2 and 4 (Germany) — platforms

e Ostwind 4 (Germany) — converter stations

Table 2: Middle East fabrication competitive advantages for offshore wind

Large-scale yards Capable of handling mega topsides and converter stations
Deep-water ports Suitable for heavy-lift vessels and large component transport
Skilled workforce Engineering expertise transferable from oil & gas sector

Cost competitiveness Lower fabrication costs compared to European yards

Oil & gas heritage Decades of offshore platform fabrication experience

Project execution Timely delivery through centralized decision-making

5.4 Green Hydrogen Integration

Strategic convergence: Offshore wind development in the Middle East is intrinsically linked to green
hydrogen ambitions, creating unique regional dynamics:
Offshore hydrogen production concepts:

« ERM's Dolphyn project proposing floating wind with integrated hydrogen production
e TechnipFMC's DeepPurple concept for offshore electrolysis at scale
e Turbine OEMs developing hydrogen production as integral turbine feature
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o Potential for bulk liquid carriers using LOHC (Liquid Organic Hydrogen Carrier) or ammonia
export

Economic logic for Middle East offshore wind-hydrogen:

» Proximity to hydrogen demand centers (refineries, industry, future export terminals)
« Availability of offshore space without land constraints
 Potential for desalination integration providing feedwater for electrolysis
o Export infrastructure to Europe and Asia for green hydrogen/ammonia
 Leveraging existing subsea expertise for hydrogen pipelines and infrastructure
Projects and studies:
e Saudi Arabia's NEOM project integrating offshore wind with world's largest green hydrogen
facility
o KAPSARC study assessing offshore wind-based hydrogen production economics for Saudi Red
Sea
» UAE feasibility studies for floating offshore wind in Arabian Gulf
» Oman's hydrogen strategy requiring substantial offshore wind capacity
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6. Sector-Specific Implications and Recommendations

6.1 For UK and European Offshore Wind Developers
Strategic imperatives:

o Accelerate project execution to capitalize on heightened energy security imperative

« Diversify supply chains beyond European suppliers to ensure delivery certainty

» Engage with Asian (Chinese) manufacturers while negotiating technology transfer provisions
» Hedge commodity price exposure through forward purchasing and financial instruments

« Build strategic inventory of long-lead items to buffer against logistics disruptions

« Emphasize energy security narrative in stakeholder communications and policy engagement

Risk mitigation priorities:
 Shipping insurance coverage with war risk premiums factored into project budgets
« Alternative routing contingencies (Cape of Good Hope versus Suez/Red Sea)

« Multi-source procurement strategies to avoid single points of failure
e Enhanced project contingencies (15-20% cost buffers given current volatility)

6.2 For Supply Chain and Manufacturing Companies
Opportunities:
o European manufacturers: Emphasize supply security and strategic partnership value versus

pure cost competition

e Chinese manufacturers: Establish European production presence to mitigate geopolitical
concerns

o Middle East fabricators: Position regional capacity as nearshoring alternative with oil & gas
heritage

o Component suppliers: Offer inventory buffers and expedited delivery guarantees at premium
pricing
Strategic positioning:
 "Delivery certainty" has become paramount value proposition beyond cost
e Quality assurance and warranty support critical given turbine reliability concerns
o Long-term partnership frameworks preferred over transactional relationships
 Local content commitments can differentiate in competitive tenders

6.3 For North East Scotland Energy Supply Sector
Unique positioning advantages:

o Offshore oil & gas expertise directly transferable to offshore wind (parallels Middle East
fabrication success)

» ScotWind leasing round creating substantial domestic pipeline (25+ GW potential)

» Floating offshore wind leadership position (Cromarty and Moray Firths cluster)
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 Port infrastructure (Aberdeen, Dundee, Nigg, Ardersier) suitable for offshore wind servicing
o Opportunity to service both UK domestic market and European export demand

Strategic actions:

« Position Scottish capabilities as strategic alternative to geopolitically exposed supply chains

o Emphasize energy security contribution in UK government engagement

» Develop partnerships with Asian manufacturers seeking European manufacturing presence

« Invest in floating wind manufacturing infrastructure (serial production facilities)

e Target operations and maintenance (O&M) opportunities as European offshore capacity scales
 Leverage oil & gas decommissioning expertise for infrastructure repurposing

Export opportunities:

» UK Offshore Wind Sector Deal targets £2.6 billion per annum exports by 2030

e European markets projected to add 32 GW from 2026-2030 (beyond UK deployment)

o Asian markets (South Korea, Taiwan, Japan) seeking floating wind expertise

» Middle East emerging market for Scottish engineering consultancy and training services

6.4 For Policy Makers and Regulators

Urgent policy recommendations:

» Streamline permitting processes recognizing energy security emergency context

» Enhance Contract for Difference (CfD) strike prices to reflect current cost environment (UK AR7
precedent)

 Provide inflation indexation mechanisms in long-term power purchase agreements

« Establish strategic component reserves (equivalent to Strategic Petroleum Reserve concept)

« Incentivize domestic and allied supply chain capacity investment

« Create fast-track approvals for projects with secure, diversified supply chains

International coordination priorities:

« Strengthen EU-UK offshore wind cooperation despite Brexit

o Coordinate with International Energy Agency on renewable energy emergency response
protocols

« Engage Middle East nations on fabrication partnerships and technology collaboration

o Work with Asian allies (Japan, South Korea, Taiwan) on supply chain security frameworks

» Develop offshore wind strategic dialogue with China balancing deployment urgency with supply
security

6.5 For Investors and Financial Institutions

Risk-return reassessment:
» Offshore wind risk profile has shifted from predominantly technical/commercial to incorporating
significant geopolitical dimensions
o Energy security premium justifies accepting higher initial returns compared to pre-conflict
environment

Prepared by Export Central Al CONFIDENTIAL Page 16



Middle East Conflict Impact on Offshore Low Carbon Energy Sector 16 March 2026

» Policy support certainty higher than previously assessed given strategic imperative
e Currency and commaodity hedging essential components of financial structuring

Investment opportunities:
e Supply chain infrastructure (manufacturing facilities, port upgrades) in strategically secure
locations
« Floating offshore wind technology (Middle East, Asia Pacific markets emerging)
» Green hydrogen projects integrated with offshore wind
o Operations and maintenance service companies positioned in multiple geographies
» Vessel and marine services capacity (critical bottleneck)
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7. Outlook and Scenarios

Critical reassessment (16 March 2026): The conflict escalation over the past 72 hours fundamentally
alters scenario probabilities. What was assessed as the "escalation scenario" (15% probability) on 13
March has materialized as current reality. Scenario framework requires recalibration.

7.1 Revised Base Case: Sustained High-Intensity Conflict (55% Probability)

Assumptions:

o Strait of Hormuz remains substantially closed for 6-12 months minimum

« 10 million barrel/day production loss persists through Q2 2026, gradual recovery Q3-Q4

« Qil prices remain in US$100-120/barrel range through mid-2026

« Brent crude volatility continues with geopolitical risk premium of US$25-35/barrel

» European gas prices 30-60% above pre-conflict levels sustained

 Supply chain disruptions persist through end-2026; shipping insurance costs remain elevated
» Gulf state energy infrastructure requires 6-18 months reconstruction post-conflict

Offshore wind sector implications:
» European offshore wind deployment proceeds 15-20% above pre-conflict projections through
2030
e Chinese manufacturers capture 35-40% of European offshore wind supply market (up from
25%)
» Offshore wind capacity additions reach 18-20 GW annually in Europe by 2028
o Middle East offshore wind developments proceed with 2-3 GW operational by 2030
o US market remains subdued until post-Trump administration (post-2029 recovery scenario)

7.2 Optimistic Case: Negotiated De-escalation (30% Probability)
Assumptions:

e US-Iran nuclear negotiations succeed (Trump administration discussions with Iran ongoing)
» Ceasefire achieved Q2 2026 with Hormuz reopening Q3 2026

e Energy flows resume to 70-80% of pre-conflict levels by Q4 2026

« Qil prices decline to US$85-95/barrel range (structural risk premium persists)

» European gas prices stabilize 15-25% above pre-conflict baseline

e Supply chains normalize gradually through 2027

e Infrastructure reconstruction in Gulf states proceeds with international support

Offshore wind sector implications:

« Short-term momentum sustains despite energy price normalization

 Policy commitments made during crisis remain in place (energy security rationale persists)
o Cost pressures ease enabling project margins to recover

e European supply chain manufacturing investments proceed (strategic lessons learned)

o Offshore wind deployment meets GWEC forecasts: 167 GW by 2028, 194 GW by 2030
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7.3 Pessimistic Case: Protracted Regional War (15% Probability)

Assumptions:
o Direct military involvement expands to multiple Gulf Cooperation Council (GCC) states beyond
current Saudi/UAE targeting

e lIran deploys sea mines in Strait of Hormuz, requiring extended demining operations
post-conflict

e Hormuz closure extends 18-24+ months

« Oil prices sustained above US$120-140/barrel; European gas prices triple from pre-conflict
levels

 Global recession triggered by energy shock and resulting stagflation
» Major attacks on subsea cables, pipelines, and offshore platforms
« Humanitarian crisis with millions displaced across region

Offshore wind sector implications:

» Severe stagflation impacts project financing; interest rates spike despite strategic imperative

e European governments implement emergency offshore wind procurement as "national security
infrastructure" with sovereign guarantees

o Near-term project delays (6-12 months) due to financing challenges, followed by accelerated
deployment 2027-2030 once dedicated security financing established

« Strategic offshore wind elevated to equivalent status as defense spending; government-backed
financing regardless of commercial returns

« Floating wind and green hydrogen in Middle East postponed 5-7 years; Middle East fabrication
capacity redirected to European/Asian projects

e Chinese supply chain dominance increases further as cost becomes secondary to delivery
certainty

e Scotland and Northern European manufacturing accelerated as strategic alternative to
geopolitically exposed supply chains

7.4 Critical Uncertainties to Monitor
Geopolitical factors:

« Strait of Hormuz reopening timeline and sustained throughput capacity

o Potential expansion of conflict to other Gulf Cooperation Council (GCC) states
» US policy shifts regarding Iran and regional security guarantees

e China's role as mediator versus opportunistic beneficiary

Market factors:

« Oil and gas price trajectories and volatility

o Central bank interest rate responses to inflation pressures

e Chinese offshore wind manufacturer pricing strategies and market share ambitions
» European supply chain investment decisions and capacity expansion timelines

Technology factors:
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 Floating offshore wind cost reduction and commercial scalability

» Offshore hydrogen production demonstration project success

o Turbine reliability improvements (15 MW+ class)

o Supply chain bottlenecks in vessels, substations, and grid connections
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Conclusion

The Middle East conflict — now confirmed as the largest oil supply disruption in recorded history with
10 million barrels/day production loss — represents a defining moment for the global offshore low
carbon energy sector. The dramatic escalation since 13 March, including direct attacks on Saudi
Arabia's eastern region and the effective closure of the Strait of Hormuz, has transformed offshore
wind from aspirational climate policy to non-negotiable national security infrastructure.

Immediate disruption creating structural acceleration: While near-term challenges intensify — supply
chain costs, financing pressures, geopolitical uncertainties — the medium-to-long-term trajectory for
offshore wind has fundamentally strengthened. Energy security has permanently displaced carbon
neutrality as the primary policy driver, creating strategic certainty that transcends electoral cycles and
economic headwinds.

Three transformative shifts are underway:

Strategic imperative transformation: Offshore wind has been reclassified from "climate policy" to
"national security infrastructure" in European and Asian strategic thinking. This elevation creates
policy certainty and funding priority that transcends electoral cycles and economic headwinds.

Supply chain globalization and rebalancing: Chinese manufacturers have secured strategic position as
essential partners for European offshore wind deployment, while Middle East fabrication capacity
emerges as manufacturing hub. This creates complex geopolitical dependencies requiring careful
management but accelerating global deployment capacity.

Middle East transformation: The region is paradoxically transitioning from fossil fuel export hub
experiencing conflict disruption to emerging offshore wind and green hydrogen powerhouse. The
1,400 GW offshore wind potential positions the Middle East as major 21st century renewable energy
player, with Saudi Arabia, UAE, and Oman leading regional development.

For the North East Scotland energy supply sector, this environment presents exceptional
opportunities. The combination of offshore expertise, strategic positioning, floating wind leadership,
and proximity to major European markets positions Scottish capabilities as critical to Europe's energy
security strategy. The offshore oil and gas sector's transformation toward renewables gains urgency
and strategic priority.

Key strategic recommendation: Businesses and organizations in the offshore energy supply sector
should accelerate transition planning, emphasizing energy security value proposition, developing
partnerships with both European and Asian offshore wind players, and positioning Scottish expertise
as strategically secure alternative to geopolitically exposed supply chains. The window for
establishing strategic position in the accelerating European offshore wind market is open now and
may narrow as supply chains consolidate over the next 24-36 months.

The Middle East conflict, despite its tragic humanitarian dimensions, has crystallized the strategic
necessity of the energy transition. Offshore low carbon energy is no longer aspirational climate policy
but essential national security infrastructure. This reframing creates unprecedented momentum that
will reshape global energy systems for decades to come.
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