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The closure of the Strait of Hormuz has revived interest in pipeline routes once
considered uneconomic or politically unfeasible. With alternative capacity still
far below the volumes that normally transit the strait, governments and
energy companies are increasingly factoring resilience into their decision-
making, potentially prompting a new wave of investment in Middle Eastern
export infrastructure.
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Note: Inactive routes include Tapline (closed in 1990) and the Irag-Syria pipeline network (largely out of service since 2003).

THE CONTEXT

With the Strait of Hormuz once again close to paralysis, Gulf producers are confronting the risks of relying on a single
export route. As commercial shipping has come under renewed pressure, governments and energy companies across
the region are accelerating efforts to bypass the waterway that normally carries around a fifth of global oil trade. The
disruption has affected tanker movements through both the Strait of Hormuz, as well as the Bab el-Mandeb strait,
prompting renewed focus on existing pipeline networks and other export corridors. Adainst this backdrop, several
Gulf producers are reviewing plans to expand alternative routes that can move crude to global markets.
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THE DATA

Our chart highlights a striking reality: despite decades of discussion about reducing reliance on
the Strait of Hormuz, the alternatives remain limited. The largest bypass route is Saudi Arabia’s
East-West Pipeline, also known as Petroline, which can transport around 5mn barrels per day
from the kingdom'’s eastern oilfields to the Red Sea. The UAE’s Abu Dhabi Crude QOil Pipeline
adds around 1.5-1.8mn barrels per day of capacity via Fujairah, while Irag’s Kirkuk-Ceyhan
pipeline to Turkey offers a further 1.6mn barrels per day. The chart also includes several routes
that once provided access to the Mediterranean but are currently inactive, including the Irag-
Syria pipeline network and the historic Tapline linking Saudi Arabia to Lebanon.

Reportedly, Saudi Arabia is considering expanding the capacity of its East-West Pipeline by up
to 2mn barrels per day, while the UAE is accelerating plans to expand its Fujairah export
corridor, potentially lifting capacity from around 1.8mn to more than 3mn barrels per day. Irag
has also started work on a 700km, 2.5mn-barrel-per-day pipeline linking Basra to Haditha,
potentially creating export corridors via Turkey, Syria and Jordan. More ambitiously, Chevron is
backing proposals to connect Irag’s southern oilfields to Mediterranean export terminals via
Syria, including the revival of the long-dormant Kirkuk-Baniyas route.

OUR VIEW

The closure of the Strait of Hormuz has exposed a simple reality: the Gulf’s export infrastructure
was built for efficiency, not resilience. Until this year, a prolonged disruption was seen as a
remote tail risk, leaving alternative routes starved of capital and redundancy a low priority.
That assumption has now been shattered. While bypass options exist, their combined capacity
remains well short of the roughly 20mn barrels per day that normally transit the strait. As a
result, investment priorities are shifting. Projects once dismissed as unviable now provide
something markets increasingly value: optionality. A pipeline that avoids the Strait of Hormuz
may not be the cheapest route, but it becomes considerably more attractive when the region’s
principal export artery is disrupted.

Yet pipelines are no panacea. The maritime risk consultancy Marisks has described Iran’s
threats adainst Saudi and Emirati export infrastructure as one of the most significant
developments of the crisis. Recent attacks on Saudi oil installations along the Red Sea coast
demonstrate that bypassing the Strait of Hormuz does not eliminate risk, as alternative export
corridors can themselves become targets during periods of regional tension. Moreover, Saudi
crude moved via the East-West Pipeline can reach European and Mediterranean buyers without
transiting the Strait of Hormuz, but shipments to Asia, the largest market for Middle Eastern
oil exports, become far more difficult if the Bab el-Mandeb strait is also disrupted.

The broader lesson is that the value of export infrastructure is no longer determined solely by
transport costs, but increasingly by security of supply. Whether through expanding existing
networks or reviving long-abandoned corridors, Gulf producers appear willing to pay a premium
to reduce their dependence on a single chokepoint. While the strait will remain indispensable
for years to come, its closure may nevertheless prove a turning point, accelerating the largest
wave of Middle Eastern oil export investment in decades while reminding markets that
resilience and security are not the same thing.

OTHER THINGS TO NOTE

Italian dovernment temporarily curbs diesel price increases

At a cabinet meeting yesterday afternoon, the Italian government approved a decree-law
introducing a temporary reduction in diesel excise duties aimed at limiting the pass-through
of higher diesel costs to the prices of other goods while taking into account significant fiscal
constraints. Under the measure, the price of diesel will fall by 17 cents per litre until 6 August.
The intervention is expected to cost around EUR 125mn and will be partly financed by
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additional VAT revenues accrued in June. The decree also extends tax relief measures for truck
drivers and farmers until the end of July. The government has already scheduled another
cabinet meeting for 4 August to reassess developments in energy markets and evaluate
whether the measure should be extended. The meeting could also consider further support for
households and businesses facing rising electricity and gas bills. During the press conference
following the cabinet meeting, Finance Minister Giancarlo Giorgetti also announced that the
government intends to ask parliament next week to activate the national escape clause, which
would provide greater flexibility under the EU fiscal framework. (L. Federico)
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downdrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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