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Hormuz crisis can
triple Pakistan’s
oil import bill

hsiamabad

Prof Abida Naurin from Pakistan Institute
of Development Economics (PIDE) in a
study has wamed that escalating geopolity
cal tensions in the Middle East could trig-
ger a sharp increase In global ol prices,
posing senous risks for Pakistan's inflation
outlook, extemal balance and overall eco-
nomic stability.

The study highlights Pakistan's struc-
tural vulnerability due 1o its heavy depen-
dence on imported petroleum and Mmited
strategic reserves. It notes that rising
geopolitical risks surrounding the Strait of
Hormuz already pushed crude ofl prices
upward in early 2026, As tensions linked to
the US-lsrael-Iran conflict intensify, the
resulting uncertainty added a significant
geopolitical risk premium to global envrgy
markets, increasing volatility in ol prices.

Paldstan remadns particulardy exposed
to these developments because petroleum
products account for nearly 30 percent of
its total nports. According to the analysis,
every $10 increase in global oil prices
could raise Pakistan's annual petroleum
import bill by approximately $1.5-2.0 kil
lion, while also transmitting inflationary
pressures across the economy through
higher transport, energy, and food costs.

The study warns that in a worst-case
scenario—such as a three-month disrup-

tion in the Strait of Hormuz, global oll
prices could surge to between $120 and
$150 per barrel, Under such ciroumstances,
Pakistan's monthly petroleum import bill
could rise sharply to between $35and $45
billion, while consumer inflation could
climb from around 7 percent to as high as
15-17 percent.

The research further highlights Pak-
istan’s structural exposure to energy
shocks. The country imports nearly $0-85
percent of its petroleum requirements,
with most shipments passing through a sin-
gle martime route via the Stralt of Hormuz
before reaching Karachi and Port Qasim.
With petroleum reserves covering only
about 10-14 days of consumption, Pakistan
has limited buffers to absorb supply dis-
ruptions compared to regional peers such
as India, which maintains significantly
larger strategic reserves.

To mitigate these risks, the study rec-
ommends in short term calls for strength.
ened monitoring of fuel stocks, diversifica
tion of import routes and suppliers and the
exploration of ofl hedging strategies to peo-
tect against price volatility. In the medium
to long tenm, the report stresses the impor.
tance of expanding strategic petroleum re
serves, divensifying energy imports and ac
celerating investments in renewable
energy and energy efficlency to reduce
:’;ol:’::n's vulnerability to global ofl
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PIDE advocates oil stock
‘monitoring, hedging

‘Study highlights
Pakistan’s vulnerability
‘due to heavy reliance on
petroleum imports
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| A Dew “policy viewpolng”,

| that ing geopalitical tersions in
- the Middle East could tgger a sharp in-
| crease in global ol prices, witich would
| pase serious risks to Pakistan's inflation
 autiook, external balance and overall
| evomomic stability.

| The study, authored by Dr Abida
Naurin, Assistant Professor and
member of the Macro Policy Lab at
' PIDE, highlights Pakistan's struc-
' tural valnerability due to its heavy
immonlmpom petroleum
and limited strategic reserves, ac-
| cording to a press release,

The report noted that rising geopo-
[mum:muum;mswm
Hormuz, 2 critical mantime cormidor
!mmammamm-
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| crude ot prices upwards in early 2026,
| As tensions Hinked to the US-Israel-
Iran conflict intensify, the resulting
'umhnyhaadhdadpdﬁmu
- geopolitical risk premium to global
lenergy matkets, increasing volatility

in oll prices,

The study warmned that, in a worst-
Case soenanio, such as a three-month
disruption in the Stralt of Hormuaz,
global ail prices could surge to be-
tween $120 and $150 per barrel,
Under such ciroumstances, Pakistan’s
monthly petroleum tmport bill could
rise sharply, while consumer infla-
won could also Increase.

It cautioned that even moderate
Increases in oll prices could widen
Pakistan’s current account deficit and
Rising shipping insurance and
costs and supply delays could further in-

risk of beoader economic Instabdlity.

To mitigate these risks, the study rec-
cmmends 2 combination of mamediate
and long-term policy measures, In the
short teem, it calls for strengthened
manitoring of fuel stocks, diversifica-
tlon of Impoet Toutes and supplien and
the exploration of of] hedging strategies
to protect agalnst price volatility,

In the medium to long term, the
teport stresses the importance of

strategic petroleum re-

serves, diversitying energy imports
and accelerating investments in re-
newable energy and enesgy efficiency
to reduce Pakistan's vulnerability to
global ofl shocks, e
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Hormuz crisis could triple Pakistan’s
oil import bill, fuel inflation

STAFF REPORTER

ISLAMABAD

A new Policy viewpoint
released by the Paki-
stan Institute of De-
velopment Economics
warns that escalating
geopolitical tensions in
the Middle East could
trigger a sharp increase
in global oil prices, pos-
ing serious risks for
Pakistan’s inflation out-
look, external balance,
and overall economic
stability.

The study, authored
by Dr. Abida Naurin,
Assistant Professor and

member of the Macro
Policy Lab at PIDE, high-
lights Pakistan’s struc-
tural vulnerability due
to its heavy dependence
on imported petroleum
and limited strategic
! reserves.

" The report

3 notes that

rising geo-

political risks surround-
ing the Strait of Hormuz,
a critical maritime cor-
ridor that carries about
20 percent of global sea-
borne oil trade, have al-
ready pushed crude oil
prices upward in early
2026. As tensions linked
to the US-Israel-Iran

conflict intensify, the
resulting uncertainty
has added a significant
geopolitical risk pre-
mium to global energy
markets, increasing vol-
atility in oil prices.
Pakistan  remains
particularly exposed to
these developments be-
cause petroleum prod-
ucts account for nearly
30 percent of its total
imports. According to
the analysis, every $10
increase in global oil
prices could raise Paki-
stan’s annual petroleum
import bill by approxi-
mately $1.8-2.0 billion,
while also transmitting

inflationary pressures
across the economy
through higher trans-
port, energy, and food
costs. The study warns
that in a worst-case sce-
nario—such as a three-
month disruption in the
Strait of Hormuz—glob-
al oil prices could surge
to between $120 and
$150 per barrel. Under
such circumstances, Pa-
kistan’s monthly petro-
leum import bill could
rise sharply to between
$3.5 and $4.5 billion,
while consumer infla-
tion could climb from
around 7 percent to as
high as 15-17 percent.
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Closure of Strait of Hormuz may raise Pakistan’s
monthly oil 1mport bill to $3.5-$4.5b: PIDE

FAWAD YOUSAFZAI
ISLAMABAD

Closure of Strait of Hormuz, trig-
gered by United State-lsrael war
on fran, may triple Pakistan's oll
imports and could raise sharply
the country’s monthly oil import
bill to between $3.5 and $4.5 bil-
lion, while consumer inflation
could climb from the current 7
percent to up to 17 percent.

A new Policy Viewpoint re-
leased by the Pakistan Institute
of  Dewlopment  Economics
(PIDE) warned that escalating
geopolitical tensions in the Mid-
die East could tnigger a sharp in-
crease in global oll prices, posing
serious risks for Pakistan's infla-
tion outlook, external balance,
and overall economic stability.
As tensions linked to the US-ls-
racl-lran conflict intensify, the
resulting uncertainty has added
a significant geopolitical risk pre-
mium to global energy markets,
increasing volatility in ol prices.

Pakistan remains particularly
exposed to these developments
because petroleum products
account for nearly 30 percent
of its total imports. According
to the analysis, every $10 in-
crease in global oil prices could
raise Pakistan's annual petro-
leum import bill by approxi-
mately $1.8-20 billion, while
also transmitting inflationary
pressures across the economy
through higher transport, ener-
L. and food costs. Further geo-

political tensions in the Persian
Gulf are also raising shipping
Insurance cost and freight costs,
which could add approximately
$120-160 million annually to
Pakistan's petroleum import ex-
penses. The study wamed that
In 2 worst-case scenano—such
as a three-month disruption in
the Strait of Hormuz —global oil

Pakistan has limited boffers
to absorb supply disruptions
compared to regional peers
such as India, which maintains
larger
rmu The Policy mepoml
emphastzed that even moderate
increases in ol prices can wid-
en Pakistan’s current account
deficit and intensify macroeco-
nomic pressures. Rising ship-
ping msurance, freight costs,
and supply delays could fur-
ther raise import expenditures
and weaken foreige exchange
reserves, increasing the nisk of
broader economic instability,
To mitigate these nisks, the

prices could surge to b
$120 and $150 per barrel.

i— e
Inflation could
climb from
current 7pc
to up to 17pe

The research further high-
lighted Pakistan’s  structural
exposure to energy shocks. The
country imports nearly 80-85
percent of s petroleum re
quirements, with most ship-
ments passing through a single
mantime route via the Strait of
Hormuz before reaching Karachi
and Port Qasim. With petroleum
reserves covering only about
10-14 days of

study ded a combina-
tion of immediate and long-term
policy measures. In the short
term, it called for strengthened
momitoring of fuel stocks, di-
versification of Import routes
and suppliers, and the explora-
tion of ol hedging strategies to
protect against price volatility.
In the medium to long term, the
report stressed the importance
of expanding strategic petro-
leum reserves,  diversifying
energy imports, and accelerat-
ing investments in rencwable
energy and encrgy efficiency to
reduce Pakistan’s vulnerability
to global oil shocks. The study
concludes that timely and coor-
dinated policy action can help
Pakistan navigate global energy
volanlity while strengthening
its long-term energy security
and mac resilience.




