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Three Dollars vs. Seventeen: The Great Chemical Re-

Architecture

How the 2026 Hormuz Shock is Rewriting the Global Chemical Map

1. Executive Summary: The Fissure Between Tectonic Plates

We are watching a structural divergence in the global industrial landscape that goes far beyond price
volatility. The spread between $3.03 Henry Hub natural gas in the United States and the $17.00 to
$19.00 TTF benchmark in Europe is not a quirky data point; it is a fissure between tectonic plates. That
gap is turning the cost of the basic industrial molecule into a geopolitical weapon. At MoatPeak, we see
this as the most significant re-architecture of the chemical industry since the shale revolution, this
time driven by a brutal shift in global energy logistics from a frictionless system to one permanently
taxed by geopolitics. (see Figure 1).

The Tectonic Fracture in Global Feedstock

$3.03 / MMBtu $17-19 / MMBtu

Henry Hub (US) TTF Europe (Mid-50s €/MWh)

The 5x
Arbitrage Fw

Core Insight The Thesis

When Operation Epic Fury triggered the $112 Brent oil spike on Feb 28, This spread transforms US gas-based chemical producers into passive
2026, the market blindly bought energy and defense. They missed the real cash-flow engines, while simultaneously destroying European and Asian
margin machine: the 5x spread between US natural gas and European inputs. margins. The market's most obvious answers are currently wrong.

Figure 1. Henry Hub versus TTF defines the core feedstock fracture.

Key takeaway: The central thesis is the five-fold gas spread: U.S. gas-based producers can monetize a structural cost
advantage while European inputs reset sharply higher.
The catalyst was the geopolitical tremor of February 28, 2026. Operation Epic Fury and the death of
Supreme Leader Ali Khamenei pushed the Strait of Hormuz into paralysis and effectively severed the
primary artery of global energy. We have moved from open commerce to a toll-booth system. For
serious investors, we distill this complexity into three strategic pillars that now have to shape portfolio

construction. (see Figure 2).
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Fact vs. Fiction: The March 2026
Geopolitical Baseline

Amber Node 2:
@ Duration of transit

Amber Node 1 blockade (weeks
Universal systemic Brent Oil vs. months).

Toll-booth payments $112.57/bbl
in Hormuz &

7T : Insurance: War-risk
20M bbl/day normal premiums spiked Amber Node 3:
traffic reduced to a 20-40x (up to $120k @ Exact size of
@ handful of transponders. for a 7-day policy). the geopolitical
premium embedded
Amber Node 2: in Brent.
Duration of transit & : Fed rates at 3.50-3.75%,

blockade (weeks vs. - .
" months). IG: Global shipments Ff”e. ELs S“‘CF“Y at3.1%

down ~20% (1.TM tons/day)
due to Qatar force majeure.

Figure 2. The March 2026 baseline spans Brent, LNG, transit, insurance, and macro stress.

Key takeaway: The opportunity is driven by a logistics and insurance shock, not only by higher oil. Hormuz paralysis turns

energy transit into a geopolitical toll booth.
The first is what we call Feedstock Advantage Architecture. U.S.-based manufacturers running on $3
gas are producing high-value chemicals at a fraction of the global marginal cost. As global product
prices reset to European and Asian energy realities, these producers enjoy unprecedented margin
expansion. The second is Logistics and Insurance Paralysis. An 80% reduction in commercial traffic
through Hormuz and a 20x to 40x spike in maritime war-risk premiums have erected a physical and
financial wall between Middle Eastern supply and global demand. In this new world, proximity to
domestic raw materials becomes the ultimate competitive moat. The third pillar is Macro-
Stagflationary Pressure. With Brent at $112.57 and inflation still elevated—anchored by a 3.1% Core
PCE—we are edging into a phase where the same forces enriching chemical producers threaten to
break consumer demand. The current windfall is therefore likely to collide with a cyclical downturn.
(see Figure 3).
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The Molecule Margin Engine: Three Diverging Realities

Gas-Based / Henry Hub $3

| High Global
Oil-Based / Brent $112 Product Price

Logistics/Shipping
Blockade

Takeaway: Chemical profits are driven by transforming cheap molecules into expensive ones. You only
win if your input costs remain static while your output prices surge.
Subtext: SCF Industries generates cash flow almost inertially, while BASF faces a fight for survival.

Figure 3. The margin engine splits gas-based, oil-based, and logistics-impaired producers.
Key takeaway: Chemical margins expand only when input costs stay anchored while finished-product prices reset to
stressed global markets.
Through this lens, the U.S. financial landscape is the primary beneficiary, functioning as the relative
eye of the storm in a world of industrial arrhythmia.

2. Impact on U.S. Markets: The Safe Haven of Domestic Supply

While the global theater slips into deeper instability, the United States operates as a bastion of relative
stability. With Brent at $112.57 and WTI having briefly tested $100.04 intraday, the U.S. energy
complex is riding a domestic feedstock that remains largely insulated from the Persian Gulf chaos. The
reaction of U.S. markets has not been panic. What we see instead is cautious recalibration, because
abundant domestic molecules put a floor under industrial activity that Europe simply does not have.

Within equities, the $S&P 500 and $Nasdaq are threading a narrow path between expanding industrial
margins for commodity producers and the drag of a hawkish Federal Reserve. The Fed is holding rates
at 3.50-3.75% after the March 18, 2026 decision, while Core PCE sits at 3.1%. In the Treasury market,
instruments like $TLT and $IEF encode the strain of a higher-for-longer interest-rate regime. Investors
are constantly weighing the advantage of U.S. energy independence against the reality that the Fed
cannot look past the inflationary impulse of triple-digit oil. (see Figure 4).
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The Fed’s Stagflation Trap: A Two-Phase Playbook

Phase 1: The Cyclical Run (Current)

High

Prices rise, demand holds. Chemical equities
function as cyclical hedges. Key indicators: PMI
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Co';tleVI ITCE > zg%. Phase 2: Demand Destruction (Q3-Q4
gy 2026 Risk)

If Hormuz restrictions persist, global GDP drops.
Even with feedstock advantages, margin
disappears if the end product isn't purchased.

Actionable Trigger
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4 while Core PCE remains >3%, rotate immediately

< > from Cyclical Chemicals ($CF, $WLK) to Defensives
Contraction ~ Growth (Mfg PMI) Expansion ($LIN, Gold, TIPS).

Inflation (Core PCE)

Low

Figure 4. U.S. chemicals are operating inside a stagflation trap, not a clean expansion.
Key takeaway: Domestic feedstock insulation helps near-term, but higher-for-longer rates and eventual demand destruction

remain the critical swing risks.
We look at DXY, around 100.21, and Gold, trading between $4,495 and $4,516, as the sharper
barometers of reality versus fear. Gold's 46% year-over-year surge reflects a deep, almost primal
anxiety about structural instability, even as the dollar itself remains relatively calm. This divergence
tells us that the U.S. is still the safest house in a deteriorating neighborhood, but it is not exempt from
the global tax now being levied on every barrel and every molecule.

3. Europe and Global Market Dislocation

Across the Atlantic, the European energy market is slipping into a kind of industrial arrhythmia.
Survival in the Eurozone is no longer primarily about efficiency. It is about whether basic feedstock is
accessible at all. We are witnessing a historic dislocation between European manufacturing costs and
the rest of the world, forcing a contraction of the continent’s industrial base, with roughly 9% of
chemical capacity already shuttered or mothballed.

In March 2026, TTF natural gas trades at $17 to $19 per MMBtu versus historical norms of $11 to $14.
The ECB refi rate stands at 2.15% versus a 2.00% deposit rate anchor. European Manufacturing PMI is
at 51.4, a 45-month high yet fundamentally fragile. Global LNG shipments have slumped to 1.1m tons, a
20% drop from 2025 stability levels. None of these figures live in isolation; together they sketch a
Europe that is paying more for energy just as its industrial heartbeat becomes more fragile.
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The Strait of Hormuz crisis has shredded the reliability of energy transit. Maritime war-risk insurance
premiums that used to sit near 0.25% of vessel value have blown out to as high as 10%. For an MR-
tanker, a 7-day policy now costs between $40,000 and $120,000—a 20x to 40x explosion that
functions as a direct tax on global trade. That tax does not stop at the refinery gate. It has already
invaded the agricultural sector, where Urea trades at $677/t, up 22%, DAP at $851/t, up 11%, and
UAN at $473/t, up 33%. The energy shock has seeped into the global food chain, raising the stakes for
every participant in what we call the chemical architecture of the modern economy. (see Figure 5).

The European Paradox: Structural Decline vs. Cyclical Bottom

0-6 Months 12-24 Months

\ 4

Margin Compression Mean Reversion &

& High Energy Costs Cost Savings Realized
The Consensus Mistake: The Contrarian Setup (BASF / $BASFY):
The market assumes infinite pain for Europe. Punished for 2022’s energy shock (€3.2B hit).

European chemical share dropped from 27% (2004) | | However, the Winning Ways program yields €2.3B
to 13% (2024). Multiples scream “nobody wants us.” | | run-rate savings, and the €8.7B Zhanjiang Verbund
complex in China ramps to profitability in 2026.

The Trade: If TTF normalizes ($8-10) post-crisis, The Defensive Alternative: Air Liquide ($AIR.PA).
but product prices lag and stay high, BASF Highly contracted, major €250M semiconductor
experiences massive margin expansion. ADR investment in Dresden.

Fair Value targeted at ~$17 (currently $13-14).

Figure 5. Europe faces immediate margin compression, with recovery contingent on gas normalization.

Key takeaway: Europe remains structurally disadvantaged while TTF stays elevated, but selective mean reversion can
emerge if the gas shock fades.

4. Sectoral Movements: Identifying Real Winners vs. False
Beneficiaries

At MoatPeak we obsess over what we term the Chemistry of Profit, the spread between input
feedstock costs and the global price of the finished product. In a $3 versus $17 gas world, the winners
are those who can turn a cheap domestic molecule into something the rest of the world is forced to buy
at a high global price.

In that framework, $CF (CF Industries) is the archetypal pure feedstock play. It is a nitrogen-pure
operator with plants primarily on the U.S. Gulf Coast, and that geography matters. When global
nitrogen prices spike, $CF captures the entire spread. In 2025, CF generated net income of $1.46
billion. Given current spreads, we expect a significant EPS beat relative to the $2.08 consensus,
because every dollar of differential between U.S. gas and global nitrogen pricing flows
disproportionately into CF’s margins.
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By contrast, $NTR (Nutrien) lives in a more complex ecosystem. Nutrien does gain from the nitrogen
spread, but it also carries a large potash business, where prices have only moved about 7%, and a
massive retail distribution arm that is acutely exposed to farmer demand destruction. As fertilizer
costs bite into farm economics, volumes and product mix can shift in ways that blunt the pure energy
advantage, making $NTR a less precise way to express the $3 versus $17 fissure.

We are equally clear about the false beneficiary trap. Investors often pair $MOS (Mosaic) with $CF,
assuming a straightforward fertilizer twin. The reality is messier. Mosaic’s phosphate production
depends heavily on sulfur, which is a byproduct of oil refining and is now constrained by the same
Hormuz chokepoint. As sulfur prices spike, Mosaic’s production costs climb by hundreds of millions of
dollars in EBITDA terms. Margins get squeezed even when fertilizer prices look healthy. Overlay the
potential for tariffs on Canadian potash and Mosaic’s competitive standing becomes even more
complicated. In our view, this is not a clean beneficiary of the energy fissure; it is a company in a
tightening vise.

The story becomes more nuanced when we look at the conglomerates. $DOW enjoys the U.S. feedstock
advantage on part of its portfolio, but it is also tied to the Sadara joint venture in Saudi Arabia, which
now sits uncomfortably close to the epicenter of logistics and insurance risk. Every additional dollar of
war-risk premium or shipment delay erodes the economics of that asset base. $LYB (LyondellBasell) is
also in transition. Management has cut the dividend from $1.37 to $0.69 and is exiting European
refining. Today, LYB’s U.S. assets throw off windfall cash flow, yet the on-going strategic reshaping—
particularly the sale of its European olefin plants—injects volatility into the equity story. (see Figure
6).

Value Traps & False Beneficiaries

A

Mosaic ($MOS) - The Input
Trap

The lllusion: Seen as a twin to SCF or
SNTR.

The Reality: Phosphates require
sulfuric acid. Sulfur is an oil by-
product highly exposed to Hormuz
transit. Mosaic is buying what got
expensive, destroying hundreds of
millions in H1 ‘26 EBITDA.

A\

Dow ($DOW) - The
Geopolitical Hedge

The lllusion: US ethane-based
polyethylene giant.

The Reality: Heavily exposed via the

Sadara Chemical JV in Saudi Arabia.

Logistics are choked; insurance is

AN

Celanese ($CE) - The Leverage
Trap

The lllusion: Cheap valuation.

The Reality: Choking on $4B debt
from DuPont M&M acquisition
(Debt-to-Equity 2.55). In a
commodity cycle with rising debt-

punitive. Dow wins on price but loses / service costs, leverage is toxic.

on volume/risk.

Figure 6. False beneficiaries combine input squeeze, logistics risk, and leverage.
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In contrast, we see defensive infrastructure in the industrial gas leaders. $LIN (Linde) exemplifies
what we mean by an all-weather compounding machine. Its business model can pass through energy
costs, and its gases sit at the center of industrial restructuring. Thirty-three consecutive years of
dividend growth speak to a structural resilience that few commodity-linked names can match. $APD
(Air Products), however, is more exposed. With $8.4 billion tied up in the NEOM green hydrogen
project and project-exit charges already between $3.6 billion and $3.7 billion, Air Products carries a
higher burden of idiosyncratic risk.

Europe, meanwhile, has become a graveyard of margin but also a hunting ground for contrarian
capital. We see $BASF as a 12-24 month contrarian opportunity, driven by the ramp-up of its €8.7
billion Zhanjiang complex in China and a €2.3 billion annual cost-saving program. That combination
can rewrite its earnings profile once energy markets stabilize. We take a very different view on
$LXS.DE (Lanxess) and $OLN (Olin), which we regard as potential value traps. Olin is fighting a loss-
making chlor-alkali segment while sitting on leverage of 4.1x net debt/EBITDA, even with a $1.33
billion Winchester ammunition backlog. The balance sheet and business mix work against a clean
recovery.

We would rather own specialized feedstock converters like $WLK (Westlake). By converting its Calvert
City plant to ethane, Westlake’s management expects a $600 million EBITDA uplift in 2026. This is
exactly the kind of structural move that locks in the $3 versus $17 spread at the plant level. By
contrast, $CC (Chemours) and $TROX (Tronox) are largely decoupled from the energy story, tethered
instead to construction cycles and weighed down by PFAS litigation overhangs. Finally, $CE (Celanese)
remains a high-risk proposition, with $4 billion in refinanced debt and a 2025 diluted loss of $10.44
per share. Leverage and loss-making profiles are a poor match for a stagflationary backdrop. (see
Figure 7).
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The Structural Longs: Pure-Play Arbitrage Winners

CF Industries Westlake
Asset
Optimization

& N ||=l TW 0
* Profile: The purest play on the Henry Hub spread. * Profile: Less obvious, highly effective. PVC and Chlor-

Nitrogen/Ammonia prices up 22-33% YoY. alkali driven by ethane.
» Mechanics: Louisiana plant converts $3 gas into globally * Mechanics: Upgraded Calvert City plant from propane to

priced ammonia. ethane (Marcellus Shale). Lowest cost feedstock globally.
» Valuation: Trailing P/E ~10.5x, Net Debt just 1.2x EBITDA. + Valuation: Targeting $600M EBITDA improvement in 2026

Q1'26 EPS est. $2.08. via asset optimization.
» Verdict: Cash flow expands automatically. Consensus has « Verdict: A clean beneficiary of US advantage avoiding

not fully priced in a Q2/Q3 prolonged blockade scenario. headline exhaustion.

Figure 7. CF and Westlake are the clearest pure-play converters of cheap U.S. molecules.

Key takeaway: The cleanest longs are businesses that lock the Henry Hub advantage into plant-level economics, operational
optimization, and cash-flow conversion.

5. “Grey Rhinos”: The Ignored Signals on the Horizon

We constantly ask what could invert our thesis. We look for the Grey Rhinos, the obvious risks that
markets ignore until they are already charging. One of those is the emerging Yuan Tolling system in
Hormuz. Reports suggest the IRGC is granting preferential transit to vessels from China and Russia
that pay in yuan. That effectively fragments global trade. Access to molecules is no longer solely a
function of price; it becomes a function of currency and geopolitical alignment. (see Figure 8).
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The Structural Shift: Yuan Tolling in Hormuz

Chinese

Petrochemicals
(Sinopec, Wanhua)

Fragmented
>~ il Global Trade
Architecture

The Catalyst: IRGC is allowing
preferential transit for specific
vessels, with documented
payments in Yuan. Access to
critical chokepoints is now tied to
currency-geopolitical blocs.

The Consequence: If this system
solidifies post-conflict, global
trade fragments permanently.
US, Canadian, and Australian
producers no longer just have
cheap gas—they have cheap and

The Valuation Impact: Security of
supply demands a structural
premium. The market has not yet
monetized this permanent shift
for $CF, $NTR, and $WLK.

secure gas.

Figure 8. Yuan tolling would turn Hormuz access into a currency-and-alignment problem.
Key takeaway: If transit preference hardens by bloc, cheap gas becomes not only a cost advantage but also a security-of-

supply premium.
If Chinese petrochemical players such as Sinopec and Wanhua can continue to tap cheap Middle
Eastern molecules while their competitors pay a steep geopolitical tax, the global competitive map will
be redrawn. The advantage then is not only about cheap U.S. gas versus expensive European gas; it

becomes about which bloc controls the chokepoint and which currency settles the trade. (see Figure
9).
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The Eastern Chessboard: Three Unspoken Paradoxes

Paradox 1: SABIC (The Blocked Giant).

Saudi Arabia subsidizes gas/ethane. SABIC should
win, but its logistics are trapped inside the war zone.
The lowest cost, but blocked.

Paradox 2: China (The Deflationary Hose).

1a Che and others face massive domestic
overcapacity. Once Hormuz logistics clear, China is
positioned to dump cheap MDI, PVC, and PE
globally, creating a hard ceiling on US margins.

Paradox 3: India (The Currency Trap).

Net energy importers like India face immediate
currency depreciation (INR/USD ~90) and inflation.
Energy shocks translate instantly to sovereign debt
stress, negating cheap Russian/Iranian oil arbitrage.

Figure 9. Asia's asymmetries run through Saudi logistics, Chinese overcapacity, and Indian currency stress.

Key takeaway: The eastern competitive map is not uniform. Blocked Saudi exports, Chinese dumping risk, and Indian import

vulnerability each reshape the regional outcome differently.

We also have to price in demand destruction. At $112.57 oil and $17 gas, the global consumer does

eventually break. If manufacturing PMIs roll over and a global recession takes hold, relative feedstock

advantage loses much of its power. It would not matter how cheap a U.S. producer’s molecule is if the

end market itself is shrinking.

Finally, we must keep an eye on Henry Hub Spike risk. As the U.S. maxes out LNG exports to backfill
Europe, domestic gas prices could move to $4 or $5. That does not destroy the U.S. advantage, but it
does erode the extreme margins currently accruing to names like $CF and $WLK. A trade that today
looks structurally one-sided could revert to something far more balanced. (see Figure 10).
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The Grey Rhinos: Catalysts, Risks, and Invalidation

Catalysts (Upside)

Q1 Earnings (May 6t for CF)
raising guidance.

Formalization of EU-US trade
deal.

Persistence of Yuan Tolling,
permanently re-rating
security of supply.

Crowded Trade Unwind: The
“buy US fertilizers” trade is
consensus. Exits will be violent.

Working Capital Drain: High
feedstock costs drain cash from
weak balance sheets (Olin,
Lanxess).

Political Intervention: Windfall
taxes or export caps if fertilizer
prices surge another 30%.

PFAS Litigation: Chemours
($CC) sentiment contagion.

Invalidation Triggers

Sustained increase in Hormuz
transponder traffic
(USNI/Marine Traffic).

Henry Hub breaks and holds
>$4.50/MMBtu.

ISM Manufacturing drops <
48 (Demand Destruction).

Figure 10. The thesis must be monitored against catalysts, risks, and invalidation triggers.

Key takeaway: The upside case is real, but crowded positioning, political intervention, and a Henry Hub breakout can

reverse the trade quickly.

6. MoatPeak Scenarios and Probabilities

When we translate this landscape into portfolio strategy, we see four core scenarios for 2026 energy
and chemical pathways, each with distinct triggers and asset implications. (see Figure 11).
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Probability Matrix: Four Futures for Q2-Q4 2026

35% 20% 30% ‘ 15%

Base Case: Bull Case: Bear Case: Tail Risk:
Prolonged Hormuz Structural Shift Quick De-escalation Major Shock

3-6 month restriction. Brent Yuan tolling becomes permanent Ceasefire by summer. Brent Full mining of strait / Saudi
$100-120, Henry Hub $3.0-3.5, architecture. Brent $85-100, $75-85, TTF crashes to $8-11. strikes. Brent $130+. Henry Hub
TTF $15-22. Henry Hub $3.5-4.5. Action: Massive momentum spikes to $4.0-5.0 on LNG pull.
Winners: CF, WLK, LNG, Gold. Winners: LIN (capex boom), US unwind. CF drops 15-20%. Action: Recession imminent.
Losers: European Chems, EM defensible producers, US Winners: Mean-reversion longs Hide in Gold, TIPS, CF.
Importers. Defense. (BASFY).

Figure 11. Four 2026 scenarios frame the portfolio-weighting exercise.

Key takeaway: The spread trade is best handled as a probability-weighted framework, with rapid de-escalation representing
the main risk to consensus positioning.

In the Prolonged Hormuz scenario, which we assign a 35% probability, transit through the Strait

remains restricted for 3-6 months under IRGC control. In that world, the winners cluster around $CF,

$WLK, and Gold, while European chemicals sit firmly on the losing end as their feedstock disadvantage

persists.

In the more extreme Grand Shock scenario, with a 15% probability, oil breaks above $130, the Strait is
fully mined, and Saudi assets come under direct threat. Here, $NTR (via potash exposure), $CF, and
inflation-linked instruments such as TIPS emerge as relative winners. Yet cyclical equities more
broadly are the losers, hit by the dual blow of energy shock and recession fears.

We give a 30% probability to Rapid De-escalation, where diplomacy produces a ceasefire and the Strait
reopens. This is where today’s consensus positioning becomes dangerous. In such a scenario, $BASF,
$LXS.DE, and $LYB are the winners as European and global trade normalizes. The clear losers are $CF,
$WLK, and Gold, all of which are currently priced as beneficiaries of persistent disruption.

The final case is Structural Shift, to which we assign a 20% probability. This is the world of permanent
Yuan Tolling and entrenched trade fragmentation. In that setting, $LIN, $CF, $WLK, and U.S. defense
names occupy the winning quadrant, while emerging-market energy importers suffer under a
structurally higher and more politicized energy cost.

We do not treat these scenarios as yes-or-no calls. They are weighting guides, not binary buy or sell
triggers. Nonetheless, the Rapid De-escalation path remains a significant tail risk for investors who are
heavily overweight the $3 versus $17 trade and implicitly betting that the crisis will persist. (see
Figure 12).
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Key Valuation Drivers & Earnings Sensitivities

Threshold Corporate Impact EPS Sensitivity

If US LNG export demand pulls CF & WLK margin expansion
s

Henry Hub Spike >$4.00/MMBtu | Hub high, the structural feedstock talls

& advantage narrows.

Signals extreme logistical stress.

|

g Acts as a turbocharger for Highly accretive to US
Brent-WTl Spread >$15/bb domestic US plays against global | onshore producers.
e - | competitors.
| TTF Normalization <$12/MMBtu Drop below $12 initiates the BASF | Expands margins against

| ($BASFY) mean-reversion trade. | lagging product price drops. |
i’ 4 4

A If Wanhua accelerates MDI

: ; ; i Immediate downward
Chinese Export Accelerated dumping, global price ceilings % ! e
Volume Dumping compress Huntsman ($HUN) and | :ﬁ;’;é?g on chemical pricing

Covestro margins. \

Figure 12. Monitoring variables determine whether the margin story persists or normalizes.

Key takeaway: Henry Hub, TTF, Chinese exports, and logistics markers are the leading indicators for earnings revisions
across the complex.

7. MoatPeak Insights: The Mentor’s Reflections

When we step back, we see echoes of past shocks everywhere: the oil crises of 1973 and 1979, the
2008 collapse, and the 2022 European gas crisis. The pattern is brutally consistent. Feedstock
advantage almost always behaves like a windfall, not a permanent re-rating. In 1973, chemical
producers initially minted record profits, only to be crushed by the recession that followed. In 1979,
geography mattered less than the structure of long-term contracts; those who had secured take-or-pay
and indexed agreements survived the turbulence. In 2008, timing trumped everything. Investors who
confused momentum for value at the top of the oil spike saw 60% of their capital erased. (see Figure
13).
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Historical Anchors: Navigating Commodity Shocks

The Lesson: The producer wins round one, recession wins round two.
Demand destruction eventually kills the windfall.

OPEC Embargo I

The Lesson: Contract structure > Geography. I
Long-term fixed-price feedstock contracts determined the true winners.

| Iranian Revolution

The Lesson: Momentum is not value. Timing is structural, not cosmetic.

Financial Crisis / $147 Oil I
Late buyers lost 40-60%.

The Lesson: Feedstock advantage is a windfall, not a permanent multiple re-

I Ukraine War I
rating. 10x Hub/TTF spread normalized; late $CF buyers lost money.

Synthesis: 2026 is an ( stics shock. The market learned from 2022 and front-ran
the upside. The easy momentum money is made the next phase requires surgical stock picking.

Figure 13. Historical shocks show that windfalls fade unless timing or contract structure protects them.

Key takeaway: Past commodity spikes rewarded early and well-structured exposure, but late-cycle momentum and weak
positioning were punished.
Intellectual honesty forces us to separate what is certain from what is conjecture. The current $3
versus $17 spread is a Fact, observable in today’s price screens. The duration of the Hormuz crisis is an
Estimation, vulnerable to overnight shifts in geopolitics. Our conviction sits not in the timeline of the
crisis, but in the quality of the business models that can navigate either outcome.

On that score, we regard the industrial gas leaders—specifically $LIN and $AIR.PA (Air Liquide)—as
the true bloodstream of the industrial cycle. These companies provide oxygen, nitrogen, and hydrogen,
the gases that make modern supply chains possible. Whether the molecule behind the system is
powered by $3 gas or $17 gas, the world cannot rebuild factories, refineries, and fabs without them.
They are anti-fragile in the Taleb sense: they benefit from the volatility of industrial relocation and the
capex boom that typically follows major energy crises.

For the elite investor, the goal is not to guess the exact day the Strait reopens. The goal is to build a
portfolio anchored in businesses that can thrive in a fragmented world and yet are not ruined if peace
breaks out unexpectedly.

8. Actionable Guidance for the Retail Investor

For the serious retail investor, the right framework starts with accepting the 2026 reality of energy
fragmentation and positioning around it.
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Our Core Holdings should prioritize defensive and all-weather names. We see $LIN as a foundational
position, anchored by contracted revenue and a central role in the industrial cycle. $AIR.PA plays a
similar role, with the added benefit of exposure to the European semiconductor cycle. These are the
compounding machines that help a portfolio ride out macro tremors rather than trying to dodge every
shock. (see Figure 14).

The Anchor Position: Industrial Gases ($LIN)

The Asset: Linde ($LIN). +17% YTD,

: e trading at $490-493. 33
Semiconductors Refmmg consecutive years of dividend

growth.

The Rationale: Not a cheap

Y feedstock play. Linde is the
Take-or-Pay . Take-or-Pay ultimate infrastructure provider.
Every time a supply chain reroutes,
a new plant opens, or capex is
deployed, Linde wins.

The Moat: Take-or-pay contracts

Nl = o :
Take-or-Pay ‘ @ Take-or-Pay :?:t'egftl?,:;’%ifcalat'on weses

Verdict: The compounding machine.
If you can hold only one chemical

Healthcare Manufacturing equity through extreme macro
volatility, it is $LIN.

Figure 14. Industrial gases remain the all-weather core holding within the chemical complex.

Key takeaway: Contracted, take-or-pay industrial-gas models offer a sturdier way to own industrial restructuring than direct
commodity-beta exposure.

Our Tactical and Momentum allocation revolves around the $3 versus $17 trade. $CF and $WLK are, in
our view, the cleanest expressions of the current feedstock advantage. We treat them as three-to-six
month tactical trades rather than permanent holdings. We also add $LNG (Cheniere) as the critical
bridge that ships American molecules into high-priced global markets. However, we cannot emphasize
enough that investors need a clear profit-taking discipline. Any sign of ceasefire in the Persian Gulf can
trigger a violent unwind in these momentum names, and the gains of months can evaporate in days.

On our Contrarian Watchlist, we keep $BASF front and center. The market is punishing it for its
European footprint, but its pivot toward China and its €2.3 billion in annual cost savings are laying the
foundation for a powerful mean-reversion trade once energy conditions normalize. On the other side
of the ledger we place specific names in the avoid category. We avoid $OLN and $CE because high
leverage and weak cash-flow profiles are a dangerous pairing in a stagflationary environment. We also
avoid $MOS as a false beneficiary whose economics are being undermined by soaring sulfur costs.

In the end, investing is not about predicting the weather; it is about building a ship that can survive
any storm. In a world split between $3 and $17 gas, we want our portfolios to own the shipbuilders,
the indispensable harbor operators, and a select group of captains who know how to run the trade
while the waves are still high.
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Important Disclosures & Disclaimer

MoatPeak is an independent macroeconomic and sector-focused research platform dedicated to helping investors navigate
complex market regimes through scenario-based analysis, institutional synthesis, and disciplined risk frameworks.

Our research integrates insights from global investment banks, asset managers, and macroeconomic data sources, translated
into clear, actionable perspectives for long-term, strategic investors.

MoatPeak is not affiliated with any financial institution, broker-dealer, or asset manager.

This report is provided for informational and educational purposes only and does not constitute investment advice, a
recommendation, an offer, or a solicitation to buy or sell any securities, financial instruments, or investment products.

All views expressed reflect the author's judgment at the time of publication and are subject to change without notice. Past
performance is not indicative of future results. Investing involves risk, including the potential loss of principal.

MoatPeak does not provide personalized investment advice and does not consider the investment objectives, financial
situation, or specific needs of any individual reader. Readers are encouraged to conduct their own research and consult with
professional advisors before making any investment decisions.

While the information contained herein is believed to be reliable, it is derived from publicly available sources and third-party
materials. MoatPeak makes no representation or warranty as to the accuracy, completeness, or timeliness of the information
provided.

© 2026 MoatPeak. All rights reserved. This report, including its content, structure, analysis, charts, and visual elements, is the
intellectual property of MoatPeak and may not be reproduced, redistributed, or transmitted, in whole or in part, without prior
written permission.
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