FutureBridge

SO suppy LT

CHEMICALS & MATERIALS INDUSTRY ANALYS

SUPPLY CHAIN DISRUPTIONS: HIGH GEOPOLITICAL RISK INDEX:

IS - STATUS: cririca

FEEDSTOCK AVAILABILITY: GOPPRY YCLOME TRENSS.
EXPORT VOLUME TRENDS: IRS PRICE VOLATILITY PRICE POLITICES FSOFLE0ES

ECONOMIC AND GEO-POLITICAL TURMOIL AFFECTING KEY SECTORS LIKE
CHEMICALS AND ENERGY... STRAIT OF HORMUZ CLOSURE DISRUPTS
GLOBAL TRADE ROUTES... INDUSTRY LEADERS WARN OF SUPPLY SHOCKS...

The Gulf Export Stress Test: What
Chemicals and Materials Leaders
Should Reassess Now



http://www.futurebridge.com/

Most chemical leaders are still asking when will Hormuz normalize. That is no longer the decisive question. The more
useful question is which assumptions about feedstock continuity, route reliability, European cost recovery, and LNG
availability are already wrong. This crisis is no longer just another energy shock; it is a test of whether supply systems,
asset footprints, and investment logic were built for resilience or only for efficiency. The key change since late February
is not simply that disruption has continued, but that part of the shock has now become structural while other parts
remain contingent. Leadership teams need to distinguish the two quickly and act on the difference.

Physical Availability Matters, Not Only Price

For chemicals, this is a physical availability and system-configuration problem, not just price. Across Asia, producers have
declared force majeure, cut runs, and passed through higher costs as Gulf-linked feedstock flows tightened and plastic
prices surged while U.S. gas-based producers benefit from stronger export demand and better economics. Yet price is

only the first symptom.

Saudi rerouting through Yanbu showed that bypasses can work. Sinopec’s difficulty processing lighter substitute
grades showed their limits. Route flexibility is not resilience if the receiving asset cannot physically or economically
process the substitute input. In chemicals and materials, resilience can no longer be treated as a supply-chain issue alone.
It is a question of plant compatibility, asset footprint, and capital discipline. In a system built on continuous feedstock
movement, the line between market volatility and operational disruption has largely disappeared..

Europe: No Longer A Cyclical Problem

Europe had not repaired the competitiveness damage from the 2022 gas shock before this crisis hit. The Antwerp
Declaration warned that the industry was nearing a tipping point; today, the same exposed cluster — industrial gases,
ammonia, methanol, chlor-alkali, fertilizers, and other energy-intensive chemistries — is being tested again before margin,
confidence, or strategic room to maneuver have been rebuilt. The issue is no longer simply European underperformance,
but asset viability. Which parts of the footprint work only when energy, freight, and risk premiums are unusually benign?.

Ras Laffan: The Planning Horizon Has Changed

Ras Laffan has moved part of this crisis from severe volatility into structural planning horizons. Damage to Qatar’s LNG
system has removed about 17% of the country’s export capacity for an estimated three to five years with force majeure
affecting long-term contracts to major customers in Belgium, China, Italy, South Korea, and beyond. Chemical and
material leaders now need to determine which assumptions were built for a short shock and which now look untenable in a
world where part of the Gulf supply system is already on a multi-year recovery path.

The Risk Perimeter Has Widened

The risk perimeter has widened from Hormuz to the broader Gulf export system. As of April 15th, U.S. action applies to
shipping to and from Iranian ports, not to all non-lranian passage through Hormuz. But that precision does not
reduce the industrial significance. The system was already damaged and partially



rerouted before the blockade began and second-day enforcement has already shown that movement is becoming
more selective, not uniformly frozen. Reuters reports that Saudi Arabia restored full East-West pipeline capacity
following recent attacks. That is analytically more important than if it had remained offline: it proves that bypass
infrastructure can recover quickly, but also that it can no longer be assumed to sit outside the conflict envelope. The
lesson for chemical and material leaders is sharper than “do not rely on Hormuz”, rather “do not assume Gulf export

resilience simply because a bypass route exists on paper”.

The Sulfur Chain: A Dependency Most Boards Have Not Mapped

The sulfur chain remains one of the least obvious but most revealing examples of how this crisis propagates. Indonesia’s
nickel industry, which accounts for more than half of global nickel production, depends on the Middle East for roughly
three quarters of its sulfur supply. Reuters also reports that copper and cobalt miners in the DRC are cutting use of
sulfuric acid and sodium metabisulfite as war-related shipping disruption tightens supply and stretches lead times.

A crisis first read through oil and LNG can become a critical minerals processing constraint through an input many chemicals
and materials boards will not have placed on a Gulf-risk map. In a shock like this, second-order feedstock dependencies
become first-order management issues quickly. Leaders who have not mapped them are making portfolio, customer,
and inventory decisions off an incomplete exposure model.

Fertilizers: A Hard Deadline That Cannot Move

Fertilizers also deserve more weight than they did a month ago. Reuters has reported a UN-backed effort to create a
mechanism for fertilizer shipments as shortages bite and tanker traffic remains more than 90% below normal. Nitrogen
remains a gas-based industrial chain with concentrated export exposure, a hard seasonal demand window, and no
ability to defer the spring application cycle while diplomacy catches up. Unlike many industrial supply shocks, this one
collides with a calendar the system cannot move. That makes fertilizers one of the clearest examples of how geopolitical

disruption translates into immediate commercial and operational pressure.

What This Does Not Mean

A strategic mistake would be to read each of these developments as proof of a durable transition. Some consequences are
clearly immediate: higher feedstock and freight costs, force majeure declarations, run cuts, tighter physical markets, and
more aggressive pass-through. Some may persist longer: a weaker European competitive position, higher resilience
premiums in logistics and insurance, greater scrutiny of supplier concentration, and more conservative hurdle rates for

assets built around narrow route assumptions.

What is not supported is the simplistic claim that the crisis will automatically accelerate circular, bio-based, or alternative-
feedstock investment at scale. We have seen this pattern before. The 2007—08 commodity spike generated investment
cases in bio-based chemicals and biofuels that collapsed when prices normalized. The stronger conclusion today is narrower:
resilience has become more valuable. That is not the same thing as saying every alternative pathway and technology has

suddenly become economically durable.



What Leadership Teams Should Do Now

Four decisions can no longer be deferred.

Audit force majeure exposure across both supply and customer contracts.

This is a cash and revenue issue, not just a legal one. The cascade is already moving downstream from producers into
intermediates and customer supply chains. Companies waiting for formal notification rather than proactively
mapping their exposure are already behind.

Make inventory decisions explicitly, recognizing that deferring is still a choice.

Extending feedstock and product inventories at current costs is expensive, while drawing them down accepts supply
risk. Both are defensible. What is not defensible is allowing the decision to default by inaction.

Identify which sourcing substitutions are genuinely viable.

The test is delivered cost at the volumes and technical specifications required for plant compatibility. Companies
seeking alternative supply now face a different market from those that wait even a few weeks. In a severe
disruption, price stops being the real constraint. Markets may print extreme quotations, but these become paper
prices rather than executable ones because physical supply effectively disappears. Even procurement teams with
blank-check authority find that money no longer solves the problem.

Retest the capital plan against structural premiums, not just current prices.

The relevant question is not whether a project works in today’s price environment. It is whether it still works when
commodity prices fall back but logistics, insurance, and geopolitical risk premiums do not. Projects that clear the
hurdle today may fail it tomorrow, even at lower input costs.

That is the real significance of the current crisis for chemicals and materials. It has exposed which industrial systems
were designed on assumptions of uninterrupted movement, benign energy economics, and low supply-chain risk.
The companies that emerge strongest will not be those that wait for normality to return. It will be those that decide,
earlier than others, which parts of the shock are temporary and which require structural change in sourcing,
footprint, and investment.
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How FutureBridge helps leadership teams act

The hardest part of a disruption like this is not recognizing the risk. It is knowing which exposures matter first, which

assumptions no longer hold, and which decisions cannot wait.

We work with leadership teams to identify where the shock is likely to hit first across their own system. And where

competitors, suppliers, and customers may be more exposed than they look.

We help determine which assets, product lines, and supply commitments are more vulnerable than they appear and which

decisions now need to be made on sourcing, customer commitments, and capital allocation.

Most of all, we help distinguish temporary volatility and market noise from structural change before leadership teams

need to act.
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