Midocean University
College of Management
Department / Major: Risk Management

The Energy Transition Paradox: Managing Stranded Asset Risks in the Middle
Eastern Oil and Gas Sector

Prepared by: Afnan mohammed badawi

Supervised by: Nour Affour

2026



Table of Contents

1. Introduction

2. Research Problem

3. Significance of the Study

4. Objectives of the Study

5. Research Questions

6. Hypotheses

8. Previous Studies (Literature Review - Global Trends)

e The IEA and the "Age of Electricity"

e The "Carbon Bubble" and Systemic Risk

e The Paris Agreement vs. Geopolitical Reality
e Synthesis: The Convergence of Risks

9. Theoretical Framework

L. The Resource-Based View (RBV) and the "VRIN" Challenge

e Il Transition Management & The Multi-Level Perspective (MLP)
e [II. Institutional Theory and Strategic Isomorphism

e Synthesis: The Theoretical Intersection

11. Study Tools

L. The "Digital Excavator" (Quantitative Analytical Software)
e II. The "Sentiment Scanner" (Qualitative Coding Framework)
e [II. The "Intelligence Grid" (Secondary Data Sources)

e Reliability and Validity: Keeping it Bulletproof

e The Ethical Sandbox

12. Conclusion

13. References



Introduction:

The global energy landscape is not merely shifting. It is being violently rewritten. We are
watching the most radical industrial transformation since the steam engine, only this time, the
stakes transcend simple economic growth. It is a matter of sovereign survival. Right at the center
of this systemic shock sits the Middle East. For decades, the region has operated as the
undisputed beating heart of the global energy market. Its economic DNA is almost entirely
sequenced by the extraction and export of hydrocarbons. What makes this moment so historically
fascinating, though, is how rapidly that foundational strength is inverting into a profound
vulnerability. Think of it as the "Energy Transition Paradox." It is a multi-trillion-dollar standoff
between the deeply entrenched "Oil-for-Development" model and an increasingly unforgiving

global mandate for Net Zero.

We have to look closely at what this transition actually means on the ground. When
energy economists talk about "stranded assets," we are not just debating spreadsheet
depreciations or picturing rusted pipelines out in the desert. We are looking at a direct, existential
threat to national wealth. At its core, a stranded asset is unburnable carbon. It represents proven
reserves and multi-billion-dollar infrastructure that might simply be left in the ground because
the global market has fundamentally moved on. If the international community actually manages
to hit its Paris Agreement targets, a staggering volume of the Middle East’s primary wealth could
effectively be wiped out. For states that rely heavily on hydrocarbon rents to finance everything
from public healthcare to hyper-modern mega-cities, this risk escapes the balance sheet. It

becomes a deeply societal one.



What is particularly compelling here is how this dynamic plays into the "last man
standing" theory. Middle Eastern producers hold an undeniably massive structural advantage.
Their crude is among the cheapest to extract globally, and crucially, it carries a remarkably low
carbon intensity. As the world forces a pivot toward renewables, the Middle East is positioned to
be the very last region pumping the final profitable barrels. Yet, this exact advantage breeds a
dangerous temptation. Why dismantle the engine while it is still winning the race? The core of
the paradox is that to actually finance a green future, these states have to aggressively maximize
their brown present. They are attempting to rebuild the airplane in mid-flight—maximizing oil
revenues today to generate the immense capital needed for the hydrogen plants and solar arrays

that will ultimately render that oil obsolete.

So, the real question we have to ask—and the central focus of this research—is how
executive management within the regional oil and gas sector can possibly navigate this tightrope.
It is not merely a technical problem of installing solar capacity. We are talking about a
fundamental, ground-up shift in management philosophy. How do you actively hedge against a
looming carbon bubble? How do you rapidly retool a labor force whose entire generational
memory is built on drilling? And just as critically, how do you communicate this violent pivot to

institutional investors who are suddenly terrified of fossil fuel exposure?

Ultimately, this study argues that the Middle East should not be viewed as a victim of the
energy transition. It is the transition's most critical laboratory. If regional energy giants
successfully manage the financial and operational risks of stranded assets, they will draft the
blueprint for the rest of the legacy energy world. If they fail, the resulting economic shockwaves
will not stay confined to the Gulf. We are looking far past the technical data here. We are trying

to understand the exact strategic foresight required to survive the most rapid economic pivot in



modern history. The stakes are immense. This is about the very survival of the regional state-

building model itself.

And the timeline is collapsing. We used to model energy transitions over centuries. Now,
driven by compounding technological leaps in battery density and green hydrogen economics,
we are staring down a structural transformation that will likely be decided in the next two
decades. This research leans directly into that collapsing timeline. It asks whether the current
strategic posture of the Middle Eastern oil and gas sector is a brilliant, carefully managed bridge
to a post-carbon future, or simply a well-funded attempt to hold back the tide. It is, at its heart, a
study of staggering risk and the sheer audacity required to completely reinvent the bedrock of an

economy in real-time.

Research Problem:

Let’s be incredibly clear about the reality on the ground: the Middle Eastern energy
sector is walking into a structural storm that decades of legacy management experience simply
did not prepare it for. For over half a century, the operational equation was brilliantly simple.
Extract, export, and expand. But that equation is fundamentally breaking down. The absolute
core of this research problem lies in a massive, looming collision between the physical lifecycle

of hydrocarbon extraction and the rapidly accelerating political lifecycle of global climate policy.

Consider the timeline mismatch. It is staggering. On one side, you have monumental
infrastructure—refineries, pipelines, ultra-deepwater rigs—engineered to operate for forty or

fifty years just to realize their intended return on investment. On the other side, aggressive global



policy shifts, driven by "Net Zero by 2050" mandates, threaten to permanently gut the demand
for those products in half that time. What exactly happens when you hold a fifty-year physical
asset in a twenty-year market? You are left with a stranded asset. This is not a theoretical risk.
We are talking about billions, perhaps trillions, of dollars in unburnable carbon that could
suddenly flip from the bedrock of a national balance sheet into a massive, unmanageable

liability.

But the vulnerability here is much deeper than a purely financial loss. There is a profound
management vacuum. A significant portion of regional energy leadership is still operating under
a default "business-as-usual" psychology, drastically underestimating the speed at which global
capital is actively divesting from fossil fuels. There is a glaring absence of actionable, localized
frameworks that allow Middle Eastern executives to identify exactly which assets are most
exposed. More importantly, there is no clear roadmap for how to pivot those massive
investments into the "new energy" economy before the transition window slams shut. The central
problem we have to solve is this: how does the Middle Eastern oil and gas sector systematically
avoid the devastation of a bursting carbon bubble, while simultaneously generating the immense
capital required to fund its own replacement? It is a paradox of finance, timing, and executive

leadership that the current literature has largely failed to answer.

Significance of the Study:



So, why does this specific research matter right now? Why should a government minister or an
institutional investor care about this framework? The significance here is both deeply immediate

and structurally monumental.

At its most fundamental level, this study functions as a macroeconomic survival guide. If we can
actually pinpoint the management strategies required to neutralize stranded asset risks, we are
doing much more than protecting the margins of a few state-owned oil companies. We are
defending the fiscal architecture of entire nations. The regional "Social Contract" is underwritten
by hydrocarbon revenues. Public education, healthcare systems, and the staggering, futuristic
infrastructure projects currently reshaping the GCC—all of it rests on the assumed, continuous
value of these energy assets. If those assets suddenly strand, the socio-economic ripple effects
will be devastating. This research is designed to build the exact "early warning system" that is so

dangerously absent from current regional policy discussions.

Beyond the immediate economic defense, there is a massive theoretical gap we have to close.
Right now, the vast majority of academic literature on stranded assets is heavily skewed toward
Western markets. It focuses obsessively on high-break-even producers like the American shale
patch or the Canadian oil sands. The Middle East is an entirely different operational animal. Our
extraction costs are the lowest on earth, and our state-owned enterprise structures mean the
actual mechanics of "stranding" operate by a completely different set of rules. By anchoring this
research specifically in the Gulf’s unique geopolitical and economic reality, we are delivering the

localized, high-impact perspective that global energy economists have been demanding for years.

What is truly exciting here is the immediate, practical translation of this data. We are stepping

out of dry, theoretical modeling to hand decision-makers—at the College of Management and at



the highest levels of industry—a highly strategic roadmap. The goal is to force a shift from a
posture of defensive denial to one of aggressive, proactive transition. We are looking at how to
weaponize a potential disaster into a profound competitive advantage. If the Middle East can
successfully navigate this paradox, it doesn't just survive; it becomes the undisputed global
pioneer of the "Managed Transition." It sets the exact blueprint that every other resource-
dependent economy will inevitably be forced to adopt. This is not just an academic paper. It is a

strategic intervention in the trajectory of the region’s most critical industry.

Objectives of the Study:

Let’s cut to the core of what we are actually trying to achieve here. It is remarkably easy to get
bogged down in the high-level theory of the "Paradox," but this research demands concrete,
operational wins. The primary objective is to violently strip away the ambiguity surrounding
stranded assets in the Middle East and deliver a management blueprint that survives contact with

reality.

e Mapping the vulnerability landscape: We have to pinpoint exactly which asset
categories—whether that is upstream extraction, downstream refining, or midstream
transport—are most highly exposed to stranding under highly aggressive global transition
scenarios.

e Evaluating baseline management resilience: We are looking behind the curtain of

regional National Oil Companies (NOCs). The goal is to determine exactly how—or



5.

frankly, if—executive teams are currently pricing profound "carbon risk" into their thirty-
year capital expenditure models.

Developing a ""Managed Exit" framework: This is the heavy lift of the study. We need
to engineer a strategic model that allows regional leadership to aggressively maximize
current hydrocarbon rents while systematically insulating the organization against a
sudden, cliff-edge drop in global demand.

Bridging the policy-practice divide: High-level national visions are essentially
meaningless without ground-level execution. We aim to generate actionable data that
forces an alignment between sweeping government climate pledges and the gritty, day-to-
day operational realities of the legacy energy sector.

Research Questions

If the objectives dictate our final destination, these questions serve as the actual compass. We are

not interested in simple, binary answers here. We are digging directly into the mechanics of the

how and the why.

The Valuation Gap: To what exact extent is the "Energy Transition Paradox" actively
forcing an overvaluation of Middle Eastern hydrocarbon assets, particularly as global Net
Zero mandates accelerate from policy into binding law?

The Management Blind Spot: How do executive decision-makers within the Gulf's
energy sector actually perceive the threat of stranded assets when benchmarked against
their Western peers, and what exact cultural or economic biases are driving that

perception?



e The Cost-Efficiency Cushion: Does the region's much-touted "low-cost, low-carbon"
extraction advantage function as a legitimate, long-term shield against asset stranding? Or
are we simply looking at a buffer that delays a much more violent economic shock?

e The Pivot Potential: When looking at physical infrastructure, which specific
management interventions—such as deep carbon capture integration or aggressive
hydrogen diversification—demonstrate the highest empirical success rate in rescuing
potentially stranded assets and converting them into viable engines for the new energy

economy?

Hypotheses

This is where we actually have to stick our necks out. Drawing on the current data regarding the
Gulf's macroeconomic structure and the sheer velocity of the global energy shift, these are the

core theoretical lines we are preparing to test:

e Hil: There is a sharp, quantifiable negative correlation between the acceleration of global
ESG (Environmental, Social, and Governance) investment mandates and the long-term
valuation of Middle Eastern "brown" infrastructure. Put simply: as global capital
aggressively greens, the terminal value of regional legacy assets collapses much faster

than currently modeled.



e H2: Regional energy conglomerates that proactively wire "Stranded Asset Risk" directly
into their core management accounting frameworks demonstrate a significantly higher
success rate in securing foreign direct investment for their emerging renewable portfolios.

e H3: The "Energy Transition Paradox" manifests most acutely in states where the national
"Social Contract" is overwhelmingly reliant on immediate hydrocarbon rents. This
reliance inherently forces a severe management bias, prioritizing short-term extraction

revenues over the long-term structural resilience of the asset base.

There is an inherent intellectual gamble here, but that is precisely what makes this research
necessary. We are not just hunting for safe, incremental proof. We are trying to uncover the
exact mechanisms by which these multi-billion-dollar legacy entities can fight to stay relevant in

a global economy that is actively trying to engineer them out of existence.

Previous Studies (Literature Review - Global Trends)

To really grasp the Middle Eastern paradox, we have to zoom out. We need to look at the
global pincer movement that is actively closing in on fossil fuels. If you read through the
academic and institutional literature published between 2024 and early 2026, a very clear picture
emerges. The world is no longer just theorizing about an energy transition. It is aggressively re-

pricing the future.



The IEA and the "Age of Electricity"

The International Energy Agency’s World Energy Outlook 2025 essentially picked up the
old goalposts and moved them to a different stadium entirely. For years, the academic debate
obsessed over whether fossil fuel demand would eventually peak. Now? The literature has
pivoted entirely to the reality that we are already living in the "Age of Electricity." Look at the
numbers from 2025. Global capital expenditure in clean energy—which includes renewables,
nuclear, and massive grid expansions—hit roughly $2.2 trillion. That is exactly double the

capital flowing into oil, gas, and coal.

But what is truly striking in the recent IEA data isn't just the money. It is the timeline.
Even if governments don't pass a single new climate policy, the sheer momentum of solar
deployment and EV adoption means global demand for all three fossil fuels will peak before this
decade is out. For anyone studying stranded assets, this is the smoking gun. Think about it. If
global demand structurally peaks by 2030, any extraction infrastructure being built today with a

forty-year payback period isn't an asset. It is a massive, ticking financial liability.

The "Carbon Bubble" and Systemic Risk

While the IEA maps out the physical pipes and wires, the financial literature is staring at
something much more volatile: the "Carbon Bubble." Led by think tanks like the Carbon Tracker
Initiative and the CFA Institute, this body of research points out a terrifying flaw in how we

value energy. Right now, the market capitalization of legacy energy giants rests on a singular,



massive assumption: that every single drop of their proven reserves will eventually be pulled out

of the ground and burned.

The math simply does not hold up. Recent 2025 analyses from Finance Watch estimate
that global banks are sitting on anywhere from $1.1 trillion to $1.6 trillion in direct exposure to
the most high-risk fossil fuel extraction. Because of this, we are seeing a massive surge in
literature demanding "climate systemic risk buffers." The fear is very real. Economists are trying
to engineer firewalls to prevent a 2008-style cascading collapse when the market inevitably
wakes up to the reality of unburnable carbon. This concept isn't exactly new—McGlade and
Ekins pioneered the baseline math back in 2015—but the 2025 and 2026 updates are brutal. To
even have a chance of keeping global warming under 2°C, at least 30% of known oil and 50% of

known gas reserves have to stay exactly where they are. In the ground. Forever.

The Paris Agreement vs. Geopolitical Reality

We are now a decade out from the Paris Agreement, and the literature is tracking a truly
fascinating—and frankly, terrifying—phenomenon known as the "Production Gap." As of late
2025, global governments are still actively planning to extract 120% more fossil fuels by 2030
than what is mathematically allowable under a 1.5°C warming pathway. It is a staggering

disconnect between stated policy and actual market behavior.

And the geopolitics are only making this messier. With the United States formally pulling
out of the Paris framework in January 2026, the global regulatory net has fractured. We are

actually seeing some Western oil majors quietly attempting to rebrand their Paris commitments



as "aspirations" rather than hard operational targets. But here is where the narrative twists again.
The 2025 "Global Stocktake" at COP30 made it very clear that the sheer economic gravity of
renewables is now entirely detached from political posturing. The shift is "inevitable,
irreversible, and irresistible." Why? Because the "Net-Zero premium" is collapsing. The actual
financial penalty for choosing green tech over brown tech dropped from 19% to just 15% in a

mere twenty-four months.

Synthesis: The Convergence of Risks

When you synthesize this entire body of global literature, what you are looking at is a tightly

woven, three-fold threat:

e Technological Disruption: Massive overcapacity in solar manufacturing and battery
storage is crushing energy costs at a rate that legacy fossil fuels simply cannot match.

¢ Financial Divestment: Institutional capital is fleeing. Thanks to hard-coded ESG
mandates, securing "Wall Street" funding for brown projects is becoming prohibitively
expensive, if not impossible.

e Policy Pressure: Even with the current geopolitical fracturing, the inescapable, long-
term regulatory trajectory points directly toward a forced, managed exit from the

hydrocarbon era.

But there is a glaring blind spot in this global conversation. What is entirely missing is a
serious analysis of the Middle East's primary defense mechanism: extreme low-cost extraction.
The vast majority of Western literature operates on the lazy assumption that all oil is created

equal. We know for a fact that it is not. In the next section, we have to dig directly into the



regional literature to understand exactly how the GCC states are positioning themselves to be the

"last man standing" in the most high-stakes game of economic musical chairs in human history.

Theoretical Framework:

We need a lens to actually make sense of this paradox—the bizarre reality of aggressively
maximizing hydrocarbon output while simultaneously trying to manage the severe risk of
stranded assets. To do that, this study builds a tri-focal theoretical framework. We are weaving
together the Resource-Based View (RBV), Transition Management Theory (specifically the
Multi-Level Perspective), and Institutional Theory. None of these work in isolation. But together,
they offer a highly precise way to decode the exact mechanics of the "Last Man Standing"

strategy currently playing out across the GCC.

I. The Resource-Based View (RBV) and the "VRIN" Challenge

At its absolute foundation, the Resource-Based View (RBV) argues that a firm secures a
genuine competitive advantage only when its core assets are Valuable, Rare, Inimitable, and
Non-substitutable. We call this the VRIN criteria. For the better part of a century, Middle Eastern
National Oil Companies (NOCs) essentially monopolized the ultimate VRIN resource. They sat

on massive reserves of high-margin, incredibly low-cost crude.



But here is where the theory collides with our current reality. The global energy transition
is systematically, violently stripping the "N" right out of VRIN. Hydrocarbons are no longer non-
substitutable. They are being actively replaced by electrons and green hydrogen molecules. As
we move deeper into this decade, the fundamental theoretical crisis for regional executives is
how to maintain global dominance when their anchor asset is rapidly losing its unique structural
position. What we are actually testing here is a fascinating idea. We argue that the so-called
"paradox" is really just regional management deploying classic RBV logic in real-time. They are
desperately trying to pivot—converting highly exposed, carbon-intensive "oil assets" into
heavily fortified "low-carbon energy assets" through deep CCUS integration or hydrogen

conversion—just to claw back that non-substitutable status.

II. Transition Management & The Multi-Level Perspective (MLP)

If the Resource-Based View explains the physical assets, we need Transition
Management Theory—specifically the Multi-Level Perspective (MLP)—to explain the sheer

gravity of the system itself. MLP frames structural transitions as a brutal, three-way struggle.

You have the Landscape at the macro level—think global climate treaties, the Paris
Agreement, and the absolute, compounding momentum of Net Zero. Then you have the Regime
at the meso level. This is the deeply entrenched "oil and gas" ecosystem, held together by legacy
rules, massive state subsidies, and multi-generational infrastructure. Finally, you have the Niche
at the micro level, which incubates radical, disruptive innovations like green hydrogen, Al-

optimized extraction, and point-source carbon capture.



The core paradox of our research exists precisely because the Landscape is screaming for
a rapid, managed exit, but the Regime is so fundamentally wired into the socio-economic DNA
of the Middle East that it simply cannot vanish overnight. We are using MLP to argue something
highly specific: regional energy giants are not actually transitioning. They are attempting to
engineer a "hybrid regime." They are fighting to keep the legacy infrastructure pumping cash
while simultaneously injecting just enough "niche" technology to satisfy the macro-demands of
the landscape. It is an incredibly messy, heavily contested process. But it perfectly explains why,
right now, we are seeing state actors pour record-breaking capital into both mega-oil expansions

and hyper-scale solar farms at the exact same time.

III. Institutional Theory and Strategic Isomorphism

Think about the sudden, almost frantic obsession regional energy firms have developed
for ESG (Environmental, Social, and Governance) reporting. Where did that come from?
Institutional Theory provides the exact answer. It reminds us that massive organizations do not
just make decisions based on pure, cold economic efficiency. They act aggressively to secure

legitimacy within their operating environment.

What we are witnessing across the Gulf is a textbook, high-stakes case of "strategic
isomorphism." Middle Eastern NOCs are rapidly mimicking the exact language, the specific
reporting frameworks, and the corporate posturing of Western, green-leaning energy firms. The
reason is brutally pragmatic. Bankability is now the ultimate survival metric. If your balance
sheet does not look sufficiently "green" to the global market, you simply get cut off from the

massive pools of institutional capital required to fund your own economic diversification. We



lean on Institutional Theory here to ask a highly critical question. Is this sudden rush toward blue
ammonia and carbon capture a genuine, structural pivot? Or are we simply looking at a highly
sophisticated form of institutional signaling, designed primarily to protect legacy assets from the

immediate threat of financial divestment?

Synthesis: The Theoretical Intersection

When you stack these three frameworks on top of each other, the noise fades and a
remarkably clear picture emerges. The Middle Eastern energy sector is actively weaponizing its
historical Resource-Based advantages to bankroll a massive, systemic Transition that is being

aggressively forced upon it by Institutional capital pressures.

Read through that lens, the "Paradox" isn't some massive strategic failure or a sign of
cognitive dissonance. It is a highly calculated, deeply layered survival mechanism. We are
watching an entire regional economy move from a legacy model of managing purely physical
"units of oil" to a highly complex reality where they must manage "units of risk and global
legitimacy." By the end of this analysis, we will have built a theoretical map that does more than
just prove the transition is happening. It will expose the invisible, grinding academic forces that

are actually dictating every single multi-billion-dollar decision being made in the region today.

Study Tools:



We need to be incredibly precise about how we measure this. To actually unpack the "Energy
Transition Paradox," we are deploying a highly layered, multi-dimensional suite of instruments.
Think of this as building a diagnostic grid. We are taking raw, hard financial data and running it
directly alongside sophisticated sentiment analysis. The goal is simple but critical: we need to
see if the confident narrative coming out of the C-suite actually matches the quiet, structural

reality of their balance sheets.

I. The "Digital Excavator" (Quantitative Analytical Software)

You cannot tackle the sheer volume and velocity of data coming out of the 2025 and early 2026

energy markets with a standard spreadsheet. We need industrial-grade analytics.

e Bloomberg Terminal & Refinitiv Eikon: These are our primary windows into the soul
of the market. We are using these platforms to rip real-time asset impairment data and
cost-of-capital metrics for our primary case studies, specifically Saudi Aramco and
ADNOC.

e Python (Pandas & Matplotlib): This is where the heavy lifting happens. We are using
Python environments to actively model complex stranded asset scenarios. By feeding the
latest IEA 2026 demand forecasts directly into our code, we can actually visualize the
exact, mathematical tipping point where a multi-billion-dollar infrastructure project stops

acting like an asset and violently flips into a liability.

II. The "Sentiment Scanner" (Qualitative Coding Framework)



But numbers only tell half the story. How do you empirically measure management intent? We

are running this through NVivo 15.

e The Tool: NVivo gives us the architecture for rigorous Computer-Assisted Qualitative
Data Analysis (CAQDAS).

e The Process: We are going to systematically feed the software every single Annual
Report, "Vision 2030" strategic update, and corporate ESG disclosure published between
2023 and early 2026.

e The Goal: What we are hunting for is a "Cognitive Dissonance Index." It is a fascinating
metric. If an executive summary uses the word "expansion" five hundred times, but
"stranded risk" only appears twice, we have instantly quantified a massive, strategic blind

spot. This tool allows us to turn corporate rhetoric into hard, measurable data.

III. The "Intelligence Grid" (Secondary Data Sources)

Analytical tools are entirely useless without high-fidelity fuel. We are plugging directly into the

most elite, specialized data reservoirs currently available as of March 2026:

e The IEA World Energy Outlook 2025/2026 Archive: This is our baseline. It provides
the most mathematically rigorous "Net Zero" glide paths available.

e KAPSARC Energy Data Portal: Western tools often miss the nuanced, granular
realities of the Gulf. KAPSARC is indispensable for highly localized Middle Eastern

insights.



e The 2026 Geopolitical Risk Tracker: Given the recent, severe volatility surrounding
regional gas infrastructure, we are forced to use a tool that aggressively prices physical

asset risk right alongside traditional economic risk.

Reliability and Validity: Keeping it Bulletproof

We have to address the elephant in the room here: data reliability. Let's be honest, in the Middle

Eastern legacy energy sector, total transparency is not always a given.

e Triangulation Tool: To ensure this study is completely airtight, we operate on a strict
"triple-check" architecture. We cross-examine internal company claims (like those glossy
Annual Reports) against brutal external market audits (via Bloomberg) and highly critical
independent research (like the Carbon Tracker Initiative). If all three of those wildly
different sources point to the exact same localized risk, we know we have hit empirical
bedrock.

e Peer-Review Benchmarking: We are also ruthlessly calibrating our working definitions
of a "stranded asset" against the most recent 2025 CFA Institute standards. This ensures
our terminology isn't just locally relevant, but globally recognized and academically

unassailable.

The Ethical Sandbox



When you are actively researching the economic lifeblood of an entire region, it requires
a highly calibrated, deeply ethical approach. Even though we are relying heavily on secondary,

publicly available data, we are bound by a rigid ethical protocol:

e Neutrality: Our entire analytical framework is designed to be ruthlessly agnostic. We are
not hunting for a validating "green" outcome, nor are we trying to defend a "brown"
status quo. We are exclusively hunting for the objective truth of management behavior.

e Data Integrity: Because the early 2026 markets have been historically volatile, every
single data point we pull from a terminal is strictly timestamped. Context is everything
here.

¢ Confidentiality: While our focus remains firmly on massive public entities, any
proprietary, off-the-record insights we glean from industry experts will be strictly
anonymized. Protecting professional standing is paramount, ensuring we remain

flawlessly aligned with the ethical oversight guidelines of Midocean University.

A crucial note on the "2026 Factor": In light of the recent infrastructure strikes detailed in
the latest global reports, our methodology had to pivot. We have explicitly updated our analytical
toolkit to include hard metrics for "physical stranding"—a distinct, violent reality that simply

was not on the academic radar three years ago.

Conclusion:



Let’s bring this all together. The "Energy Transition Paradox" is not some abstract, far-
off theoretical exercise. It is the absolute, defining economic reality of the modern Middle East.
We are entirely past the point of running hypothetical climate models. The timeline has
collapsed. The global mandate for Net Zero is here, and it is aggressively forcing a radical, real-

time repricing of the region's most foundational assets.

What this research actually seeks to expose is that regional energy giants are not
passively sitting in the desert, waiting for the carbon bubble to finally burst. They are attempting
something historically unprecedented. They are actively trying to engineer a deeply complex,
hybrid survival mechanism. They have to aggressively maximize the extraction of the cheapest,
lowest-carbon oil left on the planet. And they are doing this not out of legacy stubbornness, but
out of sheer mathematical necessity. It is the only viable way to generate the staggering pools of
capital required to actually construct a post-carbon future. They are, quite literally, funding their

own obsolescence.

It is a high-wire act of terrifying proportions. And the margin for error is essentially zero.

If executive teams fail to accurately price in the violent reality of physical and financial
stranded assets—or if they make the fatal mistake of confusing surface-level ESG signaling with
actual, structural resilience—the resulting economic shockwave will shatter the regional social
contract. But we have to look at the flip side. What happens if they actually manage to thread this
needle? They do not just salvage their own national economies. They become the ultimate
laboratory. They will write the definitive, undisputed playbook for how a legacy resource empire

successfully dismantles and rebuilds itself in mid-air.



This study is built to capture that exact, precarious moment of transformation. We are
mapping the blueprint of a region attempting to buy the future, using the very currency the world

is actively trying to leave behind.
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