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Introduction
Globalisation has linked economies more closely, but it has also created greater risks at key locations. The Strait of Hormuz clearly illustrates this weakness, through which about one-fifth of the world's oil and gas trade passes. The surprise caused by the US and Israeli attacks on Iran in early 2026 led to the closure of the waterway, which disrupted important plans and international trade (United Nations, 2026). This essay examines how the crisis has affected Smiths Group plc, a major UK-based engineering company. These locations account for about 7% of the group's revenue and operate across the Middle East (Smiths Group, 2026). This essay uses a PESTEL framework to examine the wider economic effects, consider the opportunities and challenges, assess the impact on competition, and offer suggestions for staying strong in the future.
The Hormuz Crisis and Global Economic Implications
The interruption was unprecedented. In March 2026, Middle Eastern oil production dropped by at least 9 million barrels per day. The UN referred to this as "the biggest energy supply shock ever (United Nations, 2026). The IMF predicted that, in a worst-case scenario, global economic growth could fall to 2% and prices could rise above 6% (Gourinchas, 2026). By the end of March, Brent crude oil prices rose more than 65%, the largest monthly increase ever. (World Bank, 2026).
The changes in the energy market quickly affected overall business costs. UNCTAD predicts that global merchandise trade growth will slow from 4.7% in 2025 to 1.5%-2.5% in 2026. The United Nations (2026) reported that shortages of key materials like urea, helium, and naphtha are hurting manufacturers that rely on connected supply chains. 
The International Energy Agency also reported that shipping a large tanker from the Middle East Gulf to Asia has risen to over $37 per barrel. This is more than five times what it was before the conflict (IEA, 2026). Together, these factors place significant pressure on the global economy, driving inflation and slowing growth. As a result, companies need to take a fresh look at their global supply chains (GVCs) immediately. GVCs are the steps required to sell a product across different countries. The closure of Hormuz showed how easily shipping routes can be disrupted, highlighting the risks of relying too heavily on one transport route.
Opportunities and Challenges for Smiths Group
The oil and gas industry gets exact parts from John Crane, a part of Smiths Group. After two months of problems, Smiths said in its Q3 FY2026 report that John Crane's sales dropped by nearly £10 million. The CFO said Smiths couldn't ship some third-quarter orders, and customers couldn't accept them (Fagge, 2026). This highlights a key point about chokepoint crises: even companies that don't rely on shipping through Hormuz are affected when their customers can't operate.
The revenue decrease was a minor problem. Smiths lowered their expected annual growth in natural revenue from 3-4% to about 2% (Smiths Group, 2026). The CFO said not to expect a quick recovery, noting that things won't improve right away (Fagge, 2026). This points to a broader trend: companies needed to rethink growth expectations and adjust plans while also managing a short-term drop in earnings. Smiths had to rethink its basic economic assumptions because of the disruption, especially how world events, rather than usual market forces, were unfairly affecting supply and demand for its products.
But there were chances. According to Smiths, although the conflict brings short-term difficulties, it also creates opportunities for more investment as the area rebuilds (Smiths Group, 2026). Gulf countries are accelerating projects to find new ways to move oil. Kuwait and Iraq want different paths to export oil, while Saudi Arabia aims to boost its East-West pipeline to carry 10 million barrels of oil each day (Kennedy, 2026). These improvements create demand for the industrial parts Smiths offers, opening new opportunities for international trade and expansion into markets that weren't possible before. This aligns with what we learned in Week 8. It shows that international trade, exploring new markets, and offering different products can help products last longer and reduce risks in main markets.
Impact on International Trade, Competitiveness, and Market Position
A political, economic, social, technological, environmental, and legal (PESTEL) analysis shows the external factors affecting Smith's situation. Ongoing political and legal issues in the region disrupt trade and regulations, forcing businesses to rethink their plans for trading with other countries (UNCTAD, 2026). Costs are rising because of supply delays and higher prices. The crisis has accelerated the search for new energy sources, and companies need to change how they operate as they rely more on complex pipeline systems.
Smiths kept its profit goals for the year despite these challenges, expecting a profit margin of just over 20% (Smiths Group, 2026). One reason for this strength is Smith's role in energy production. When trade routes change, businesses that make energy-production machines see shifts in demand, but they remain needed. On the other hand, fixing energy systems often needs more of these materials.
How well the company can adapt its regional plan will affect its long-term competitiveness. If Hormuz is shut down for a long time, it will accelerate the shift to pipelines and other routes, which require Smith’s specialised industrial tools. So, staying flexible and maintaining strong relationships with local clients while preparing for changes in the Gulf energy market is important to Smith's future success. The company needs operational flexibility to adapt to changes in global trade. Smiths can stay ahead of the competition in this changing market by effectively using its strong skills, such as engineering knowledge and project management.
Strategic Recommendations
Here are three recommendations. First, Smiths should expand its customer base in the Middle East to include infrastructure and logistics projects, along with oil and gas extraction. One growth factor not strongly linked to Strait transit volumes is the region's increasing focus on energy security (Smiths Group, 2026). Smiths can follow the global trend of bringing supply chains back home or working with friendly countries. They can reduce the risk of overreliance on one location by investing in better infrastructure.
Second, to avoid problems, the company should raise its stock and service capacity in the area. Q3 showed that a major reason for not making money was that customers refused to accept shipments (Fagge, 2026). When key routes are blocked, Smiths can still serve clients by storing essential parts in secure locations away from the fighting. To ensure consistent results and clarity across regional centres, this plan requires changes to how operations are run.
Third, Smiths should include geopolitical risks in its long-term planning. According to UNCTAD (2026), the global economy remains highly vulnerable to political conflict. Planning for different scenarios that could cause problems is important for a company, even if it operates in a small area. In a fast-changing global market, this means using tools like Porter's Five Forces to regularly assess suppliers' power in negotiations and the risk of alternative options. The UK government's ongoing efforts to keep the economy stable amid global inflation will also affect Smiths' ability to plan finances and invest (Fortune, 2026).
Conclusion
The Strait of Hormuz crisis in 2026 showed that globalisation's benefits are closely tied to its dangers. The event caused major financial problems for Smiths Group, leading to a lower revenue forecast and a $10 million impact for the quarter. However, it also highlighted opportunities to improve infrastructure response. UK multinational companies need to see proximity and reliance on key trade routes as central to their strategy, not just assumptions. This matters because governments are increasingly using chokepoints to influence trade. Successful businesses will anticipate changes and adjust their global supply chains accordingly. Ultimately, success in international business means building a company that can capitalise on new opportunities as the global environment changes, not just avoid risks.
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