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The	 Future	 of	 the	 “Grand	 Bargain”:	
Balancing	 the	 Nuclear	 Program	 and	
Sanctions	 Relief	 in	 the	 2026	 Middle	 East	
Security	Paradigm	
Executive	Summary	
The	geopolitical	and	security	architecture	of	the	Middle	East	underwent	a	fundamental,	irreversible	
transformation	in	the	first	quarter	of	2026.	Following	the	collapse	of	a	protracted	series	of	diplomatic	
frameworks	and	months	of	escalating	regional	tensions	that	began	with	backchannel	talks	in	Oman	
in	2025,	the	initiation	of	"Operation	Epic	Fury"	by	the	United	States	and	Israel	on	February	28,	2026,	
systematically	dismantled	decades	of	 Iranian	military	buildup	and	 internal	 regime	 stability.1	 The	
unprecedented	 six-week	 high-intensity	 kinetic	 conflict	 resulted	 in	 the	 assassination	 of	 Iran's	
Supreme	Leader	Ali	Khamenei,	the	degradation	of	over	13,000	Iranian	military	and	industrial	targets,	
and	profound	disruptions	to	global	energy	and	trade	networks.1	

Out	of	this	catastrophic	phase	emerged	a	fragile,	Pakistan-mediated	two-week	ceasefire	in	early	April	
2026.5	The	resulting	diplomatic	engagement—most	notably	the	21-hour	marathon	negotiations	in	
Islamabad	between	high-level	U.S.	and	Iranian	delegations—revealed	a	profound	structural	chasm	
regarding	 the	 future	of	 the	 region.7	Washington,	 operating	 from	a	position	of	perceived	absolute	
military	 and	 maritime	 superiority,	 proposed	 a	 comprehensive	 "Grand	 Bargain."	 This	 15-point	
proposal	demanded	total	denuclearization,	the	physical	removal	of	highly	enriched	uranium,	and	the	
dismantling	of	the	Axis	of	Resistance	in	exchange	for	lifting	economic	sanctions	and	welcoming	Iran	
back	into	the	global	financial	community.9	

Tehran,	 despite	 sustaining	 an	 estimated	 $145	 billion	 in	 direct	 economic	 damage	 and	 massive	
personnel	 losses,	 countered	 with	 a	 rigid	 10-point	 plan.12	 This	 Iranian	 framework	 demanded	
exorbitant	war	 reparations,	 the	 complete	withdrawal	 of	 U.S.	 combat	 forces	 from	 the	 region,	 the	
retention	of	domestic	uranium	enrichment	rights,	and	sovereign	control	over	the	Strait	of	Hormuz.5	

This	comprehensive	research	report	provides	an	exhaustive	analysis	of	the	prospects	for	success	of	
the	 proposed	 "comprehensive	 agreement"	 to	 end	 the	 2026	war.	 By	 deconstructing	 the	military,	
economic,	and	internal	factional	realities	shaping	both	the	U.S.	and	Iranian	negotiating	postures,	the	
analysis	explores	the	seemingly	insurmountable	gap	between	the	two	frameworks.	Furthermore,	it	
examines	 the	 systemic	 ripple	 effects	 of	 the	 conflict,	 particularly	 the	 shattering	 of	 the	Gulf's	 "safe	
haven"	narrative,	the	severe	economic	impact	on	hubs	like	Dubai,	and	the	global	economic	contagion	
triggered	by	maritime	blockades.	Ultimately,	this	report	evaluates	the	extent	to	which	a	temporary	
two-week	ceasefire	can	evolve	into	a	lasting	peace,	providing	detailed	geopolitical	forecasts	for	the	
trajectory	of	the	U.S.-Iran	strategic	relationship.	
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The	 Strategic	 Precursor:	 Operation	 Epic	 Fury	 and	 the	
Coercion	of	Diplomacy	
To	 comprehensively	 understand	 the	 rigid	 negotiating	 postures	 observed	 during	 the	 April	 2026	
Islamabad	talks,	it	is	first	necessary	to	dissect	the	scale	of	the	military	coercion	that	forced	both	the	
United	States	and	the	Islamic	Republic	of	Iran	to	the	diplomatic	table.	The	diplomacy	currently	being	
navigated	is	entirely	subordinate	to	the	facts	established	on	the	ground	and	at	sea	during	Operation	
Epic	Fury.	

The	Decimation	of	Iranian	Capabilities	and	the	Order	of	Battle	
Initiated	at	20:38	UTC	on	February	27,	2026	 (taking	 local	 effect	on	February	28),	 the	U.S.-Israeli	
offensive	represented	the	most	intensive,	multi-domain	aerial	and	naval	bombardment	in	modern	
Middle	Eastern	history.2	The	operational	data	underscores	a	deliberate,	highly	synchronized	strategy	
of	 regime	 decapitation,	 strategic	 asset	 neutralization,	 and	 structural	 degradation.	 U.S.	 Central	
Command	(CENTCOM),	under	the	direction	of	Admiral	Brad	Cooper,	executed	over	10,200	air	sorties	
within	a	highly	compressed	timeframe.3	

The	scale	of	the	U.S.	deployment	was	unprecedented,	utilizing	a	vast	spectrum	of	strategic	and	tactical	
assets.	The	air	campaign	integrated	B-1,	B-2	Stealth,	and	B-52	bombers,	alongside	fifth-generation	F-
22	and	F-35	stealth	fighters,	legacy	F-15,	F-16,	and	F-18	jets,	and	A-10	attack	aircraft.14	Electronic	
warfare	and	command-and-control	operations	were	facilitated	by	EA-18G,	EC-130H,	E-2D,	EA-37B,	
and	E-11A	aircraft,	while	intelligence,	surveillance,	and	reconnaissance	(ISR)	were	maintained	by	U-
2	and	RC-135	platforms.14	Unmanned	systems,	including	MQ-9	surveillance	and	attack	drones	and	
LUCAS	one-way	attack	drones,	operated	continuously	alongside	rotary-wing	AH-64	Apache	and	MH-
60	 Sea	 Hawk	 helicopters.14	 Naval	 dominance	 was	 asserted	 through	 nuclear-powered	 aircraft	
carriers,	such	as	the	USS	Gerald	R.	Ford,	nuclear	submarines,	guided-missile	destroyers	like	the	USS	
Frank	E.	Petersen	Jr.,	and	amphibious	assault	ships.2	The	logistics	tail	was	supported	by	C-17	and	C-
130J	cargo	planes	and	a	fleet	of	KC-135,	KC-46,	and	KC-130	refueling	tankers,	though	operations	were	
not	without	cost;	a	U.S.	KC-135	was	lost	over	Iraq	on	March	12,	resulting	in	the	deaths	of	four	crew	
members.14	Land-based	assets	including	Patriot	and	THAAD	anti-ballistic	missile	systems	and	M-142	
HIMARS	were	also	heavily	utilized	to	intercept	incoming	Iranian	retaliatory	fire.14	

The	target	matrix	prioritized	 the	 immediate	neutralization	of	 Iran's	asymmetric	 threat	projection	
capabilities	and	internal	security	apparatus.	Over	13,000	discrete	targets	were	struck.4	This	included	
the	 systematic	 dismantling	 of	 the	 Islamic	 Revolutionary	 Guard	 Corps	 (IRGC)	 infrastructure,	with	
more	than	2,000	command	and	control	nodes	and	headquarters	buildings	obliterated.4	The	coalition	
destroyed	more	than	1,500	integrated	air	defense	systems,	severely	degrading	Iran's	surface-to-air	
missile	facilities	and	leaving	its	airspace	highly	permissive.4	Furthermore,	more	than	1,450	defense	
and	 industrial	 base	 targets,	 including	 ballistic	 missile	 and	 drone	 manufacturing	 sites,	 weapons	
production	bunkers,	and	key	infrastructure	like	the	Natanz	enrichment	facility,	Mobarakeh	Steel	in	
Isfahan,	 and	 Khuzestan	 Steel	 in	 Ahvaz,	 were	 heavily	 bombed.4	 The	 Iranian	 Navy	 suffered	
catastrophic,	generational	losses,	with	over	155	vessels,	including	submarines	and	anti-ship	missile	
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sites,	damaged	or	destroyed.13	Simultaneously,	the	coalition	intercepted	over	1,000	incoming	attack	
drone	threats	and	over	700	ballistic	missile	threats	from	Iran	and	its	proxy	networks.4	

The	immediate	tactical	consequence	of	this	overwhelming	application	of	force	was	a	90%	reduction	
in	Iranian	drone	and	missile	launch	rates	within	the	first	100	hours	of	the	campaign.9	However,	the	
strategic	consequence	was	far	more	profound.	By	systematically	dismantling	the	IRGC's	operational	
capacity	 and	 executing	 the	 targeted	 killing	 of	 Supreme	 Leader	 Ali	 Khamenei,	 the	 United	 States	
fundamentally	 altered	Tehran's	 risk	 calculus	 and	 internal	 power	 dynamics.1	 Iran	was	 left	with	 a	
crippled	military	apparatus	and	an	estimated	$145	billion	in	direct	economic	losses.13	

Conflict	Impact	Metric	 United	 States	 /	 Israel	
Casualties	&	Losses	

Islamic	 Republic	 of	 Iran	 &	
Proxies	Casualties	&	Losses	

Military	Fatalities	 US:	15	dead	 Iran:	 6,000+	 military	 personnel	
killed	

	
Israel:	14	soldiers	dead	 Hezbollah:	1,400+	fighters	killed	

	 	
Popular	 Mobilization	 Forces	
(PMF):	85	fighters	killed	

Civilian	Fatalities	 Israel:	27	civilians	dead	 Iran	/	Lebanon:	Thousands	dead	
(precise	civilian	toll	pending)	

Personnel	Wounded	 US:	538	military	personnel	 Iran:	~15,000	military	personnel	

	
Israel:	 565	military	 personnel,	 PMF:	139	injured	
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7,740	total	injured	

Economic	Damage	 Israel:	$11.52	billion	 Iran:	$145+	billion	direct	damage	

Infrastructure	Lost	 At	least	17	US	Middle	East	sites	
damaged	

13,000+	 targets	 struck,	 190+	
ballistic	launchers	destroyed	

Naval	Losses	 Minimal	/	Undisclosed	 155+	 naval	 vessels	 damaged	 or	
destroyed	

Table	1:	Comparative	Asymmetry	of	Attrition	following	the	initial	kinetic	phase	of	Operation	Epic	
Fury.4	
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The	Weaponization	of	the	Global	Commons:	The	Strait	of	Hormuz	
Despite	its	conventional	military	degradation,	the	Islamic	Republic	of	Iran	successfully	activated	its	
ultimate	asymmetric	deterrent:	the	weaponization	of	the	global	maritime	commons.	By	mining	the	
approaches	 and	 utilizing	 its	 remaining	 coastal	 defense	 cruise	 missiles	 and	 fast-attack	 craft	 to	
threaten	the	Strait	of	Hormuz—a	strategic	maritime	corridor	responsible	for	the	transit	of	roughly	
one-fifth	of	the	world's	oil	and	gas	supply—Iran	triggered	immediate	macroeconomic	panic.1	The	
International	Energy	Agency	 swiftly	 characterized	 the	 resulting	bottleneck	 as	 the	 "largest	 supply	
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disruption	in	the	history	of	the	global	oil	market".16	

The	effective	closure	of	the	strait	stranded	massive	volumes	of	liquefied	natural	gas	(LNG)	and	crude	
oil	 exports	 from	 the	 Persian	 Gulf,	 forcing	 state-owned	 entities	 like	 QatarEnergy	 to	 declare	 force	
majeure	on	all	exports.16	The	collective	oil	production	of	Kuwait,	Iraq,	Saudi	Arabia,	and	the	United	
Arab	Emirates	plummeted	by	at	least	10	million	barrels	per	day	by	mid-March.16	Consequently,	the	
international	oil	price	benchmark,	Brent	Crude,	surged	wildly	past	the	$120	per	barrel	threshold.16	
While	global	consumers	faced	acute	supply	shortages	and	heightened	risks	of	stagflation	reminiscent	
of	 the	 1970s	 energy	 crisis,	 the	world's	 top	 100	 oil	 and	 gas	 companies	 (including	 Saudi	 Aramco,	
Gazprom,	and	ExxonMobil)	banked	an	estimated	$30	million	per	hour	in	windfall	profits	during	the	
first	month	of	the	conflict.16	

The	ripple	effects	of	this	supply	shock	were	catastrophic	for	the	global	macroeconomy.	Central	banks	
worldwide	were	forced	to	abandon	anticipated	interest	rate	reductions,	utilizing	monetary	policy	to	
combat	inflation	driven	by	energy	speculation,	which	subsequently	triggered	a	global	bonds	market	
sell-off	and	stock	market	declines.16	The	International	Monetary	Fund	(IMF)	issued	stark	warnings	
that	 the	 conflict,	 if	 prolonged,	would	 tip	 the	 global	 economy	 into	 a	 severe	 recession	 and	 trigger	
unprecedented	market	turmoil.21	

This	cascading	economic	contagion	was	the	primary	strategic	catalyst	that	forced	the	United	States	
to	 the	negotiating	 table.	While	Washington	had	achieved	undeniable	 tactical	military	success,	 the	
strategic	cost	to	the	global	economy,	the	domestic	U.S.	markets,	and	the	physical	security	of	allied	
energy	infrastructure	necessitated	a	rapid	diplomatic	off-ramp.5	This	was	starkly	highlighted	when	
President	Donald	Trump	engaged	in	extreme	brinkmanship,	threatening	that	"a	whole	civilization	
will	die	tonight,	never	to	be	brought	back	again,"	by	targeting	Iranian	civilian	infrastructure,	power	
plants,	 and	bridges	 if	 Tehran	 failed	 to	 re-open	 the	 strait.5	 Such	 rhetoric	underscored	 the	 intense	
pressure	the	administration	faced	to	normalize	global	shipping	lanes.	

The	Economic	Contagion	and	 the	 Shattering	of	 the	Gulf	
Safe	Haven	
A	 profound	 and	 potentially	 permanent	 second-order	 effect	 of	 the	 2026	 conflict	 was	 the	
destabilization	 of	 the	 regional	 economic	 hubs,	 most	 notably	 Dubai	 and	 the	 wider	 United	 Arab	
Emirates	(UAE).	For	decades,	the	Gulf	Cooperation	Council	(GCC)	states	had	painstakingly	cultivated	
a	narrative	of	being	permanent,	insulated	"safe	havens."	This	strategy	relied	on	three	foundational	
pillars:	deep	reliance	on	U.S.	security	guarantees,	cautious	and	pragmatic	diplomatic	outreach	to	Iran,	
and	expanding	economic	ties	with	Israel	to	foster	regional	 integration.26	The	2026	war	ruthlessly	
exposed	the	fragility	of	all	three	pillars.26	

The	Collapse	of	the	Expatriate	Dream	and	Infrastructure	Vulnerability	
As	the	conflict	expanded,	Iranian	missiles	and	drones	routinely	traversed	Gulf	airspace,	and	specific	
strikes	 deliberately	 targeted	 vital	 strategic	 infrastructure.26	 The	 targeting	 of	 desalination	 plants	
across	 the	 region	was	particularly	 alarming,	 as	 cities	 like	Doha,	Dubai,	Manama,	 and	Kuwait	City	
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depend	on	desalination	for	their	very	existence,	with	the	process	supplying	up	to	99%	of	drinking	
water	 in	Kuwait	 and	Qatar.16	 The	 vulnerability	 of	 this	 infrastructure	 raised	 fears	 of	 a	 disastrous	
disruption	to	basic	human	survival	in	the	Gulf,	deeply	undermining	business	confidence.16	

The	psychological	and	demographic	impact	on	the	region	was	severe.	The	narrative	of	the	Gulf	as	a	
permanently	 safe	destination	 for	 expatriates,	 immigrants,	 and	 tourists	was	 irreversibly	 shaken.16	
The	"expat	dream"	in	hubs	like	Dubai	quickly	turned	sour,	with	regional	analysts	describing	a	stark	
transition	 for	 residents	 "from	 expat	 to	 refugee"	 as	 foreign	 nationals	 scrambled	 to	 evacuate	 the	
conflict	zones.16	

The	Aviation	and	Tourism	Crisis	

The	regional	aviation	and	logistics	sector	suffered	a	near-total	collapse.16	A	multinational	airspace	
closure	across	the	UAE,	Qatar,	Kuwait,	Bahrain,	and	other	Gulf	states	led	to	over	4,000	daily	flight	
cancellations,	 stranding	 hundreds	 of	 thousands	 of	 passengers.16	 Major	 global	 aviation	 hubs,	
including	 Dubai,	 Abu	 Dhabi,	 Doha,	 and	 Bahrain—which	 collectively	 process	 around	 526,000	
passengers	 daily	 under	 normal	 conditions—experienced	 profound	 operational	 disruption.27	
International	 carriers,	 including	 Air	 India,	 British	 Airways,	 Cathay	 Pacific,	 Lufthansa,	 and	 Virgin	
Atlantic,	indefinitely	suspended	services	to	the	Middle	East,	drastically	narrowing	available	routing	
options	and	severing	global	connectivity.16	

The	economic	implications	for	Dubai's	critical	real	estate,	tourism,	and	retail	sectors	are	dire.	Oxford	
Economics	modeled	a	protracted	conflict	scenario	projecting	a	loss	of	up	to	38	million	international	
visitors	to	the	Middle	East	in	2026,	representing	a	devastating	27%	year-over-year	decline.29	The	
World	 Travel	&	 Tourism	Council	 (WTTC)	 estimated	 that	 the	 escalating	 conflict	 cost	 the	 regional	
travel	and	tourism	sector	at	least	$600	million	per	day	in	international	visitor	spending.27	

	

Economic	Indicator	 Pre-Conflict	 Baseline	
(2026)	

Conflict	Impact	Metrics	

Regional	 Tourism	
Spending	

Projected	$207	billion	 Losing	 at	 least	 $600	 million	
per	day.27	

International	Arrivals	 Steady	growth	trajectory	 Projected	 loss	 of	 38	 million	
visitors	(27%	YoY	decline).29	

Aviation	Logistics	 526,000	 passengers/day	 at	
major	hubs	

4,000+	 daily	 flight	
cancellations;	 massive	
airspace	closures.16	

Regional	Retail	Sales	 Robust	 luxury	 &	 automotive	 Nissan	Middle	 East	 sales	 cut	
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market	 by	 50%;	 Hermes	 Q1	 sales	
impacted.23	

Macroeconomic	Growth	 Stable	GCC	GDP	projections	 Estimated	$120–$194	billion	
reduction	 in	 Arab	 nation	
GDP.16	

Table	2:	The	Economic	Contagion	Metrics	impacting	the	Gulf	Region	due	to	the	2026	Iran	War.	

Furthermore,	the	luxury	retail	and	automotive	markets	felt	the	immediate	heat	of	the	conflict.	Brands	
like	Hermes	reported	a	noticeable	hit	to	first-quarter	sales	due	to	the	hostilities,	and	Nissan	reported	
that	the	conflict	had	slashed	its	Middle	East	car	sales	by	half.23	Credit	ratings	agencies	signaled	long-
term	structural	concerns;	Fitch	Ratings	warned	that	UAE	banks'	Viability	Ratings	faced	significant	
risks	of	asset-quality	deterioration,	with	real	estate	lending	identified	as	the	most	likely	source	of	
acute	stress.30	The	long-term	economic	outlook	remains	dampened	by	reports	that	Gulf	states	are	
highly	unlikely	to	sustain	high	levels	of	investment	spending	in	the	aftermath	of	the	war,	signaling	a	
generational	recalibration	of	risk	premiums	associated	with	Gulf	investments.16	

The	 Islamabad	 Summit:	 Mediation,	 Delegations,	 and	
Factional	Dynamics	
It	was	against	this	backdrop	of	mutual,	albeit	highly	asymmetrical,	bleeding	that	the	international	
community	desperately	sought	an	off-ramp.	Under	intense	pressure	from	the	United	States,	Pakistan	
successfully	brokered	a	two-week	ceasefire	that	formally	took	effect	on	April	8,	2026.5	The	resulting	
diplomatic	summit,	hosted	in	Islamabad,	marked	the	highest-level,	face-to-face	engagement	between	
leaders	of	the	United	States	and	Iran	since	the	1979	Islamic	Revolution.7	

The	Mediators:	Pakistan's	Strategic	Balancing	Act	
Pakistan's	 emergence	 as	 the	 primary	 mediator	 was	 born	 of	 strategic	 necessity,	 geography,	 and	
unique	geopolitical	positioning.	Sharing	a	border	with	Iran,	maintaining	a	historically	robust	military	
and	intelligence	alliance	with	the	United	States,	and	strictly	maintaining	neutrality	during	the	Epic	
Fury	campaign,	Islamabad	was	uniquely	suited	to	host	the	high-stakes	dialogue.31	

The	 Pakistani	 mediation	 effort	 was	 highly	 structured	 and	 dual-tracked.	 While	 Prime	 Minister	
Shehbaz	 Sharif,	 Foreign	 Minister	 Ishaq	 Dar,	 and	 Foreign	 Ministry	 spokesperson	 Tahir	 Andrabi	
managed	the	diplomatic,	logistical,	and	public	relations	facets	of	the	summit,	the	critical	backchannel	
leverage	was	applied	by	the	military.33	Chief	of	Army	Staff	Field	Marshal	Asim	Munir	emerged	as	a	
central	 figure,	 utilizing	 his	 credibility	with	 both	 the	 Pentagon	 and	 the	 IRGC	 to	 secure	 the	 initial	
ceasefire	and	physically	bring	the	delegations	to	the	table.5	Following	the	talks,	Vice	President	 JD	
Vance	explicitly	 credited	Field	Marshal	Munir	and	Prime	Minister	Sharif,	 commending	 their	 "real	
statesmanship"	in	mediating	conversations	between	two	adversaries	characterized	by	deep-seated	
mistrust.35	
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The	U.S.	Delegation:	The	"Take-It-Or-Leave-It"	Mandate	
The	United	States	approached	the	Islamabad	talks	with	a	posture	of	maximalist	coercion,	deploying	
a	massive	delegation	of	nearly	300	officials	across	political,	 legal,	security,	economic,	and	military	
files.8	The	delegation	was	led	by	Vice	President	JD	Vance	and	featured	high-profile	figures	including	
Special	Envoys	Steve	Witkoff	and	Jared	Kushner,	Secretary	of	State	Marco	Rubio,	Treasury	Secretary	
Scott	Bessent,	and	CENTCOM	Commander	Admiral	Brad	Cooper.3	The	sheer	size	of	the	delegation	
indicated	 Washington's	 intent	 to	 negotiate	 a	 comprehensive,	 sweeping	 settlement	 across	 all	
outstanding	issues.8	

However,	the	U.S.	negotiating	strategy,	dictated	directly	by	President	Trump,	was	characterized	by	
extreme	rigidity.	Operating	under	a	tight	mandate,	Vance	remained	in	constant	communication	with	
the	President,	 consulting	with	him	at	 least	 a	dozen	 times	during	 the	21-hour	marathon	 session.8	
Vance	also	reportedly	consulted	with	Israeli	Prime	Minister	Benjamin	Netanyahu	during	the	talks,	a	
move	that	the	Iranian	delegation	claimed	led	to	an	immediate	hardening	of	the	U.S.	position.8	The	
U.S.	presented	 its	 terms	not	as	opening	bids,	but	as	non-negotiable	 "red	 lines".11	Vance	explicitly	
stated	to	the	press	that	the	U.S.	was	there	to	see	if	the	Iranians	were	"willing	to	accept	our	terms,"	a	
stance	 widely	 criticized	 by	 Iranian	 officials	 as	 an	 arrogant	 "take-it-or-leave-it"	 ultimatum.7	 This	
posture	 was	 heavily	 bolstered	 by	 the	 U.S.	 military's	 recently	 achieved	 and	 declared	 "maritime	
superiority"	in	the	Middle	East,	leading	observers	to	conclude	that	Washington	was	seeking	Iran’s	
unconditional	surrender	rather	than	a	negotiated	compromise.11	

The	 Iranian	 Delegation:	 Factionalism	 Post-Khamenei	 and	 the	 Hardline	
Veto	
The	 Iranian	 delegation	 arrived	 in	 two	 planeloads	 and	 presented	 a	 complex	 amalgamation	 of	
diplomats	and	military	officials.	Their	composition	reflected	the	deep,	paralyzing	internal	schisms	
within	 the	 regime	 following	 the	 targeted	 assassination	 of	 Ali	 Khamenei.8	 The	 delegation	 was	
nominally	 led	 by	 Parliament	 Speaker	 Mohammad	 Bagher	 Ghalibaf	 and	 Foreign	 Minister	 Abbas	
Araghchi,	alongside	Deputy	Foreign	Minister	Majid	Takht-Ravanchi	and	Ali	Larijani,	representing	the	
more	pragmatic,	diplomatic	wing	of	the	Iranian	establishment.3	

However,	the	delegation	deliberately	included	numerous	members	of	the	IRGC,	present	explicitly	to	
ensure	 that	 no	 ground	 lost	 during	 the	 military	 campaign	 was	 permanently	 relinquished	 at	 the	
diplomatic	 table.8	 This	 highlighted	 a	 profound	 structural	 obstacle:	 the	 Iranian	 negotiating	 team	
lacked	 a	 unified	mandate.39	 The	United	 States	 accurately	 assessed	 that	 it	was	negotiating	with	 a	
fractured,	"divided	council"	composed	of	competing	political,	military,	and	security	factions.10	

The	internal	dynamics	in	Islamabad	were	highly	volatile	and	ultimately	doomed	the	talks.	The	Iranian	
delegation	reflected	a	profound	ideological	schism.	Supreme	Leader	Mojtaba	Khamenei	maintained	
ultimate	authority	over	the	state	apparatus	following	his	predecessor's	death.	Hardliners,	including	
SNSC	Secretary	General	Mohammad	Bagher	Zolghadr,	IRGC	Commander	Maj.	Gen.	Ahmad	Vahidi,	and	
Ali	Nikzad,	demanded	absolute	adherence	to	the	regime's	core	revolutionary	principles	and	refused	
any	compromise	on	nuclear	rights	or	regional	proxy	support.	Pragmatists,	such	as	Foreign	Minister	
Abbas	 Araghchi,	 Parliament	 Speaker	 Mohammad	 Bagher	 Ghalibaf,	 and	 Foreign	 Ministry	
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Spokesperson	Esmail	Baghaei,	sought	tactical	flexibility	to	alleviate	the	crushing	economic	sanctions.	

During	 the	 negotiations,	 Araghchi,	 adopting	 a	 pragmatic	 approach,	 reportedly	 appeared	 open	 to	
discussing	 a	 halt	 to	 Iranian	 funding	 for	 the	 Axis	 of	 Resistance	 in	 exchange	 for	 crucial	 sanctions	
relief.10	This	tactical	flexibility	incensed	the	hardline	contingent.	Zolghadr,	a	founding	member	of	the	
Quds	Force	and	a	highly	influential	figure	in	Iranian	decision-making,	was	reportedly	"furious"	at	this	
concession,	 viewing	 any	 compromise	 on	 proxy	 support	 as	 an	 existential	 betrayal	 of	 the	 Islamic	
Revolution.10	Zolghadr	immediately	reported	these	"deviations"	to	the	senior	leadership	in	Tehran,	
specifically	 to	 Hossein	 Taeb	 and	 Supreme	 Leader	 Mojtaba	 Khamenei.10	 Relying	 on	 his	 ultimate	
authority,	Mojtaba	Khamenei	intervened,	overriding	the	pragmatists	and	ordering	the	withdrawal	of	
the	delegation,	thereby	causing	the	immediate	collapse	of	the	Islamabad	negotiations	after	21	hours	
of	intense	mood	swings.7	

Deconstructing	 the	 Diplomatic	 Chasm:	 The	 U.S.	 "Grand	
Bargain"	Demands	
The	core	of	the	diplomatic	impasse	lies	in	the	irreconcilable	nature	of	the	proposed	agreements.	The	
U.S.	 15-point	 proposal	 (the	 framework	 for	 the	 "Grand	 Bargain")	 and	 the	 Iranian	 10-point	 plan	
represent	mutually	 exclusive	 visions	 for	 the	 future	 of	Middle	Eastern	 security	 and	 global	 energy	
markets.40	To	understand	the	depth	of	the	disagreement,	one	must	analyze	the	specific	demands	and	
contrast	them	with	previous	diplomatic	efforts,	notably	the	2015	Joint	Comprehensive	Plan	of	Action	
(JCPOA).	

Total	Denuclearization	and	the	End	of	Latency	
The	central,	non-negotiable	pillar	of	Vice	President	Vance's	"best	and	final	offer"	was	the	permanent	
neutralization	of	Iran's	nuclear	threat.8	The	U.S.	demanded	an	"affirmative	commitment"	that	Iran	
permanently	forsake	the	pursuit	of	nuclear	weapons	and	relinquish	all	industrial	and	technological	
tools	that	would	enable	a	rapid	nuclear	breakout.32	

Specifically,	the	U.S.	negotiating	team	formally	requested	a	20-year	absolute	moratorium	on	uranium	
enrichment.42	This	is	a	massive	escalation	from	the	JCPOA,	signed	under	the	Obama	administration,	
which	conceded	Iran's	right	to	enrich	uranium	for	15	years,	albeit	 limited	to	a	3.67%	purity	 level	
under	 strict	 International	 Atomic	 Energy	Agency	 (IAEA)	 inspections.43	 President	 Trump	publicly	
undercut	even	his	own	delegation's	offer,	stating	in	an	interview	that	he	"did	not	like	the	20-year	
offer"	and	insisted	that	the	ban	on	Iranian	enrichment	must	be	permanent.44	

Furthermore,	the	U.S.	and	Israel	established	a	stringent	"threshold	condition"	for	ending	the	military	
campaign:	 the	 complete	 physical	 removal	 of	 Iran's	 existing	 stockpile	 of	 highly	 enriched	 uranium	
(HEU).10	Prior	to	the	war,	senior	U.S.	officials	noted	that	Iran	had	accumulated	nearly	one	thousand	
pounds	of	uranium	enriched	to	60%	purity,	a	critical	step	away	from	weapons-grade	material.11	The	
logistical	debate	over	this	material—whether	Iran	could	downblend	the	uranium	domestically	under	
UN	 supervision	 or	 if	 it	 must	 be	 exported	 entirely	 to	 a	 third	 country	 such	 as	 Russia—remained	
intensely	contested	during	the	talks.8	
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Regional	Capitulation	and	the	Axis	of	Resistance	
Beyond	the	nuclear	file,	the	U.S.	15-point	proposal	demanded	sweeping	concessions	regarding	Iran's	
regional	 military	 architecture.	 Washington	 required	 the	 absolute	 termination	 of	 all	 financial,	
logistical,	and	military	support	for	Iran's	proxy	networks,	collectively	known	as	the	Axis	of	Resistance	
(including	 Hezbollah,	 Hamas,	 the	 Houthis,	 and	 various	 Iraqi	 militias).11	 Additionally,	 the	 U.S.	
demanded	 stringent,	 verifiable	 limits	 on	 Iran's	 ballistic	 missile	 capabilities	 and	 manufacturing	
programs.11	

A	critical	economic	and	maritime	demand	was	the	unconditional,	immediate,	safe,	and	free	reopening	
of	the	Strait	of	Hormuz	to	all	international	shipping.19	The	U.S.	administration	considers	freedom	of	
navigation	through	this	chokepoint	a	core	tenet	of	global	economic	stability	and	completely	rejected	
any	Iranian	attempts	to	impose	tolls	or	control	mechanisms.24	

The	Offer:	Sanctions	Relief	and	Economic	Normalization	
In	exchange	for	these	maximalist	concessions,	the	U.S.	offered	the	grand	prize	of	the	"Grand	Bargain":	
comprehensive	sanctions	relief.	Vice	President	Vance	framed	the	fundamental	premise	of	the	offer	
succinctly:	"If	you're	willing	to	act	like	a	normal	country,	we	are	willing	to	treat	you	economically	like	
a	normal	country".35	This	entailed	lifting	the	suffocating	economic	sanctions,	bringing	the	country	
fully	 into	 the	 international	 community,	 and	 even	 establishing	 a	 formal	 partnership	 to	 aid	 Iran's	
civilian	nuclear	program.31	The	U.S.	strategy	hinged	on	the	assumption	that	the	Iranian	command,	
witnessing	 the	 sheer	 destruction	 of	 its	 infrastructure	 and	military	 investments,	 would	 prioritize	
economic	survival	over	revolutionary	ideology.31	

The	Iranian	Counter-Framework:	The	10-Point	Plan	and	
Sovereign	Impunity	
Conversely,	 Iran's	 10-point	 plan,	 formulated	 by	 the	 Supreme	 National	 Security	 Council	 (SNSC),	
operated	 from	 a	 fundamentally	 different	 premise.	 Despite	 enduring	 a	 catastrophic	 bombing	
campaign,	 Tehran	 calculated	 that	 it	 maintained	 ultimate,	 asymmetric	 leverage	 over	 the	 global	
economy	 via	 its	 ability	 to	 choke	 the	 Strait	 of	 Hormuz.5	 The	 Iranian	 delegation	 viewed	 the	 U.S.	
demands	not	as	a	basis	for	equitable	negotiation,	but	as	terms	of	unconditional	surrender.31	

The	Iranian	10-point	plan,	reportedly	submitted	to	the	White	House	via	Pakistani	 intermediaries,	
contained	conditions	that	Washington	has	historically	found	impossible	to	accept.46	

War	Reparations	and	Regional	Accountability	
A	 core	 Iranian	 precondition	 for	 peace	 was	 the	 demand	 for	 massive	 financial	 restitution.	 Iran	
demanded	 the	 establishment	 of	 an	 international	 financial	 and	 investment	 fund	 designed	 to	
compensate	the	state	for	the	estimated	$145	billion	in	direct	damages	inflicted	by	the	U.S.	and	Israeli	
strikes	during	Operation	Epic	Fury.12	

This	 demand	 for	 compensation	 extended	 beyond	 Washington	 and	 Tel	 Aviv.	 In	 a	 formal	 letter	
addressed	to	the	UN	Secretary-General,	Iran's	UN	Envoy	Amir	Saeid	Iravani	demanded	compensation	
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from	 five	 Arab	 states—Saudi	 Arabia,	 the	 UAE,	 Bahrain,	 Qatar,	 and	 Jordan—accusing	 them	 of	
breaching	 their	 international	 obligations	 by	 allegedly	 enabling	 the	 U.S.-Israeli	 strikes	 against	
Tehran.48	

U.S.	Force	Withdrawal	and	Regional	Security	
Addressing	the	regional	balance	of	power,	the	10-point	plan	demanded	the	complete	withdrawal	of	
all	U.S.	combat	forces	from	military	bases	across	the	Middle	East.7	This	was	coupled	with	a	demand	
for	legally	binding	guarantees	against	future	non-aggression,	including	a	ban	on	the	U.S.	launching	
attacks	from	regional	bases	and	a	requirement	to	avoid	combat	formations.12	

Sovereign	Enrichment	Rights	
While	the	10-point	plan	included	a	commitment	from	Iran	not	to	develop	nuclear	weapons,	it	firmly	
rejected	the	U.S.	demand	for	a	20-year	or	permanent	enrichment	moratorium.5	During	negotiations,	
Iranian	pragmatists	countered	the	U.S.	offer	with	a	proposal	to	suspend	enrichment	for	a	maximum	
of	five	years.42	However,	the	official	regime	stance,	articulated	by	the	Foreign	Ministry,	insisted	on	
preserving	the	sovereign	right	to	domestic	uranium	enrichment,	declaring	it	an	"indisputable"	right,	
though	conceding	that	 the	specific	"level	and	type"	of	enrichment	could	be	negotiable.10	Hardline	
figures	absolutely	refused	to	negotiate	this	right,	viewing	it	as	a	cornerstone	of	national	pride	and	
scientific	independence.10	

The	Mechanics	of	Sanctions	Relief	and	Frozen	Assets	
A	highly	complex	obstacle	is	the	sequencing	and	mechanics	of	the	proposed	sanctions	relief.	The	U.S.	
views	 the	 unfreezing	 of	 Iranian	 assets—estimated	 at	 over	 $100	 billion	 held	 in	 international	
accounts—as	 critical	 leverage.49	 Washington's	 strategy	 involves	 using	 these	 funds	 to	 extract	
concessions,	releasing	them	conditionally	and	in	phases	based	on	verified	Iranian	compliance	with	
nuclear	and	regional	drawdowns.49	

Iran,	 however,	 demands	 the	 upfront	 release	 of	 all	 frozen	 assets	 and	 the	 immediate	 lifting	 of	 all	
primary,	 secondary,	 and	 United	 Nations	 sanctions	 before	 finalizing	 any	 agreement.5	 This	
intransigence	 is	 heavily	 informed	 by	 the	 historical	 precedent	 of	 the	 JCPOA.	 Following	 the	 2015	
agreement,	 Iran	 struggled	 to	 access	 the	 global	 financial	 system	and	 reap	 the	promised	 economic	
benefits	 because	 lingering	 U.S.	 secondary	 sanctions	 and	 pervasive	 private-sector	 risk	 aversion	
deterred	international	investment.50	Tehran's	current	leadership	demands	guaranteed,	liquid	capital	
to	 rebuild	 its	 devastated	 infrastructure,	 rejecting	 theoretical	 sanctions	 waivers	 that	 proved	
ineffective	in	the	past.	

Maritime	Control	and	the	Strait	of	Hormuz	
Perhaps	 the	 most	 globally	 disruptive	 element	 of	 the	 10-point	 plan	 was	 Iran's	 demand	 for	
international	recognition	of	 its	right	to	maintain	control	over	the	Strait	of	Hormuz.7	The	proposal	
called	 for	restricted	daily	movement	of	ships	under	 Iranian-regulated	"secure	passage	protocols,"	
effectively	 seeking	 legal	 jurisdiction	 to	 establish	 conditions	 and	 collect	 transit	 tolls	 for	maritime	
traffic	traversing	the	international	waterway.5	Iranian	hardline	officials	described	this	control	as	a	
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strategic	weapon	 "beyond	 the	 atomic	 bomb,"	 demonstrating	 the	 "strategic	 depth"	 of	 the	 Islamic	
Republic	and	providing	perpetual	leverage	over	the	global	economy.8	

	

Strategic	Domain	 U.S.	 "Grand	
Bargain"	 Demands	
(15-Point	 Proposal	
Context)	

Iranian	 Demands	
(10-Point	Plan)	

Assessment	 of	 the	
Diplomatic	Gap	

Nuclear	Program	 20-year	 to	
permanent	
enrichment	
moratorium;	
physical	 removal	 of	
60%	 HEU	
stockpile.10	

Retain	 sovereign	
right	 to	 domestic	
enrichment;	
pragmatists	 offer	
maximum	 5-year	
suspension.12	

Insurmountable.	
Core	 national	
security	 ideologies	
directly	clash.	

Regional	Posture	 Complete	 end	 to	
proxy	support;	strict	
limits	 on	 missile	
development	 and	
manufacturing.11	

Complete	
withdrawal	 of	 U.S.	
combat	 forces	 from	
Middle	 East	 bases;	
strict	non-aggression	
guarantees.12	

Insurmountable.	
Both	 sides	 demand	
the	 complete	
capitulation	 of	 the	
other's	 regional	
deterrence	strategy.	

Economic	 Relief	 &	
Assets	

Conditional,	 phased	
sanctions	 relief	
based	 on	 verified	
denuclearization;	
assets	 used	 as	
leverage.11	

Immediate	release	of	
$100B+	 frozen	
assets;	 lifting	 of	 all	
UN/primary/second
ary	 sanctions;	
establishment	 of	
$145B	compensation	
fund.12	

Severe.	 U.S.	 views	
economic	 relief	 as	 a	
reward	 for	
compliance;	 Iran	
views	 it	 as	 a	
prerequisite	 for	
discussion.	

Strait	of	Hormuz	 Unconditional,	 safe,	
and	 free	
international	
passage	 without	
restrictions	or	fees.24	

Iranian	legal	control,	
implementation	 of	
transit	 tolls,	 and	
enforcement	 of	
"secure	 passage	
protocols".5	

Severe.	 Violates	 the	
U.S.	 core	 naval	
doctrine	 of	 freedom	
of	 navigation	 and	
threatens	 global	
energy	markets.	

Table	3:	Comparative	Analysis	of	the	U.S.	15-Point	Proposal	and	the	Iranian	10-Point	Plan,	highlighting	
structural	obstacles	to	agreement.	
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Structural	Obstacles:	The	Naval	Blockade,	Lebanon,	and	
Asymmetric	Leverage	
As	the	initial	two-week	ceasefire	ticks	toward	its	expiration	in	late	April	2026,	the	transition	from	a	
temporary	 cessation	 of	 hostilities	 to	 a	 permanent	 peace	 treaty	 is	 severely	 obstructed	 by	 volatile	
external	variables,	real-time	military	posturing,	and	the	interconnected	nature	of	regional	conflicts.	

The	U.S.	Naval	Blockade	and	Economic	Coercion	
Following	the	collapse	of	the	Islamabad	talks,	the	Trump	administration	did	not	rely	solely	on	future	
diplomacy	 to	 bend	 Tehran's	 will.	 Demonstrating	 its	 self-proclaimed	 maritime	 superiority,	 U.S.	
Central	Command	implemented	a	strict	naval	blockade,	targeting	all	ships	attempting	to	enter	or	exit	
Iranian	ports	in	the	Gulf	of	Oman	and	the	Persian	Gulf.38	President	Trump	explicitly	warned	that	any	
Iranian	attack	boats	or	vessels	approaching	the	restricted	blockade	zone	would	be	"destroyed"	or	
"eliminated".22	

This	blockade	acts	as	a	double-edged	sword.	On	one	hand,	it	successfully	chokes	off	any	remaining	
Iranian	oil	revenue,	a	pressure	tactic	compounded	by	the	U.S.	Treasury's	concurrent	decision	not	to	
renew	waivers	 for	 stranded	 Iranian	oil	 sales	 and	 the	 sanctioning	of	29	 targets	 tied	 to	 Iranian	oil	
smuggling	 networks.10	 During	 the	 first	 48	 hours	 of	 the	 blockade,	 CENTCOM	 reported	 total	
compliance,	with	no	vessels	 successfully	breaching	 the	perimeter	and	nine	vessels	 forced	 to	 turn	
around,	effectively	halting	Iranian	maritime	trade.10	

However,	 the	 blockade	 also	 guarantees	 perpetual	 friction	 and	 the	 risk	 of	 immediate	 tactical	
miscalculation.	In	response	to	the	U.S.	embargo,	Iran's	military	warned	that	it	would	completely	block	
trade	through	the	Red	Sea	and	the	Sea	of	Oman	if	the	blockade	on	its	ports	continued.21	The	IRGC	
maintained	 that	 the	 Strait	 of	 Hormuz	 remained	 under	 its	 "full	 control,"	 stating	 that	 any	military	
vessels	 attempting	 to	 approach	 the	 strait	 would	 receive	 a	 "forceful	 response"	 and	 be	 viewed	 as	
violating	the	ceasefire	agreement.54	This	volatility	has	driven	oil	 futures	above	$103	a	barrel	and	
prompted	uncertainty	regarding	international	support	for	the	U.S.	action,	with	nations	like	the	UK	
explicitly	 ruling	 out	 participation	 in	 the	 blockade.11	 The	 U.S.	 Navy	 faces	 highly	 complex	 rules	 of	
engagement	 should	 Chinese,	 Russian,	 or	 allied	 vessels	 refuse	 to	 comply	with	 the	 blockade	while	
carrying	Iranian	oil.11	

The	Decoupling	of	Lebanon	and	the	Axis	of	Resistance	
A	critical	geopolitical	 sub-plot	complicating	 the	"Grand	Bargain"	 is	 the	status	of	Lebanon	and	 the	
broader	Axis	of	Resistance.	Iran’s	10-point	plan	explicitly	demands	an	end	to	the	war	on	all	fronts,	
heavily	 conditioning	 its	own	compliance	on	a	 complete	 cessation	of	 Israeli	military	operations	 in	
southern	Lebanon,	Yemen,	and	Iraq.5	The	Lebanese	theater	has	suffered	massive	attrition,	with	the	
Israeli	offensive	killing	at	least	1,500	people,	including	over	1,400	Hezbollah	fighters,	and	displacing	
1.2	million	Lebanese	civilians.13	

The	U.S.	and	Israeli	strategic	objective	is	to	forcefully	decouple	the	Lebanese	theater	from	the	Iranian	
nuclear	file.	Israel	continued	its	intense	bombardment	of	southern	Lebanon	even	during	the	U.S.-Iran	
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ceasefire	window,	targeting	the	coastal	city	of	Tyre	and	destroying	all	 five	bridges	over	the	Litani	
River,	 severely	 isolating	 the	 region.25	 Israeli	 Prime	 Minister	 Benjamin	 Netanyahu	 and	 Defense	
Minister	Israel	Katz	insisted	that	the	Israeli	Defense	Forces	would	control	southern	Lebanon	up	to	
the	 Litani	 and	 that	 Lebanon	 was	 explicitly	 not	 covered	 by	 the	 Washington-Tehran	 ceasefire	
agreement.25	 This	 directly	 contradicted	 statements	 from	 Pakistani	 mediators	 who	 claimed	 the	
ceasefire	covered	"everywhere	including	Lebanon".34	

Iran	has	actively	attempted	to	use	its	leverage	over	the	Strait	of	Hormuz	as	an	"economic	card"	to	
force	the	United	States	to	compel	Israel	into	a	Lebanese	ceasefire.23	This	multi-front	interdependency	
ensures	 that	 localized	 violence	 in	 the	 Levant	 can	 instantly	 derail	macro-diplomacy	 in	 Islamabad,	
making	a	unified,	comprehensive	peace	treaty	incredibly	difficult	to	sequence.	

Geopolitical	 Forecasts:	 Transitioning	 from	 Ceasefire	 to	
Lasting	Peace	
The	 systemic	 incompatibility	 of	 the	 negotiating	 positions,	 combined	 with	 the	 extreme	 domestic	
pressures	facing	both	the	Trump	administration	and	the	post-Khamenei	Iranian	leadership,	suggests	
that	achieving	the	proposed	"Grand	Bargain"	in	the	near	term	is	highly	improbable.	Moving	forward,	
geopolitical	analysts	project	three	distinct	trajectories	for	the	Middle	East	security	paradigm	in	the	
latter	half	of	2026.	

Scenario	A:	The	Fragile	Extension	and	Phased	De-escalation	(Probability:	
Moderate)	
In	this	scenario,	the	immediate	economic	threat	of	a	closed	Strait	of	Hormuz	and	a	global	recession	
forces	 both	 Washington	 and	 Tehran	 to	 step	 back	 from	 the	 brink	 of	 their	 maximalist	 demands.	
Pakistani	mediators,	alongside	intermediaries	like	Turkey	and	Oman,	successfully	push	the	United	
States	 and	 Iran	 to	 agree	 to	 a	 series	 of	 rolling	 extensions	 to	 the	 temporary	 ceasefire	 (e.g.,	 45-day	
increments).10	

Under	this	framework,	the	sweeping	ambition	of	the	"Grand	Bargain"	is	quietly	abandoned	in	favor	
of	 localized,	 highly	 transactional	 agreements.	 The	 U.S.	 subtly	 eases	 its	 naval	 blockade,	 allowing	
limited,	monitored	Iranian	oil	exports	to	China	and	regional	partners,	in	exchange	for	Iran	quietly	
downblending	 its	 60%	 highly	 enriched	 uranium	 stockpile	 without	 ever	 formally	 conceding	 its	
sovereign	"right"	to	enrich.10	This	outcome	is	not	a	permanent	peace,	but	rather	a	managed,	heavily	
armed	stalemate.	It	successfully	averts	a	global	macroeconomic	crash	but	leaves	the	core	systemic	
issues	unresolved.	The	Gulf	region	remains	structurally	altered;	risk	premiums	on	 investments	 in	
hubs	like	Dubai	and	Abu	Dhabi	remain	elevated	indefinitely	as	the	threat	of	spontaneous,	localized	
conflict	and	drone	warfare	persists.30	

Scenario	 B:	 The	 Breakdown	 and	 Return	 to	 High-Intensity	 Conflict	
(Probability:	High)	
The	 most	 statistically	 probable	 outcome	 involves	 a	 total	 breakdown	 of	 the	 ceasefire	 upon	 its	
expiration	in	 late	April	2026.	Driven	by	IRGC	hardliners—such	as	Mohammad	Bagher	Zolghadr—
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who	view	yielding	to	the	U.S.	naval	blockade	as	tantamount	to	regime	suicide,	Iran	officially	resumes	
high-level	enrichment	activities	and	violently	challenges	the	U.S.	naval	perimeter	in	the	Gulf	of	Oman	
with	anti-ship	missiles	and	swarm	tactics.10	

The	United	States	and	Israel,	interpreting	this	aggression	as	a	breach	of	the	"affirmative	commitment"	
baseline	 required	 for	 peace,	 resume	 Operation	 Epic	 Fury.	 However,	 having	 already	 destroyed	
traditional	military	 and	 IRGC	 targets	 in	 the	 first	 phase,	 the	 second	phase	 of	 the	 conflict	 expands	
dramatically	to	target	Iran's	remaining	civilian	energy	infrastructure,	bridges,	and	power	plants—
threats	 explicitly	 and	 repeatedly	 articulated	 by	 President	 Trump.5	 Iran,	 cornered	 and	 lacking	
conventional	 military	 options,	 unleashes	 the	 full	 spectrum	 of	 its	 remaining	 hybrid	 warfare	
capabilities.	This	includes	widespread	sabotage,	cyberattacks	on	Gulf	financial	institutions,	and	the	
physical,	indiscriminate	mining	of	the	Strait	of	Hormuz	to	inflict	maximum	asymmetric	pain	on	the	
global	economy.57	

The	global	economic	implications	of	Scenario	B	are	catastrophic.	Oil	prices	consolidate	permanently	
well	above	$130	per	barrel,	plunging	European	and	Asian	economies	into	deep	stagflation.16	The	GCC	
states,	 unable	 to	 shield	 their	 vulnerable	 desalination	 and	 energy	 infrastructure	 from	 collateral	
damage	or	deliberate	asymmetric	strikes,	face	an	existential	economic	crisis,	leading	to	mass	capital	
flight,	the	permanent	exodus	of	the	expatriate	workforce,	and	a	severe	depression	in	the	regional	real	
estate	and	tourism	markets.16	

Scenario	C:	The	Coerced	"Grand	Bargain"	(Probability:	Low)	
In	this	low-probability	scenario,	the	crushing	weight	of	the	U.S.	naval	blockade,	combined	with	the	
stark	 realization	 that	 the	 regime's	 infrastructure	 and	 internal	 security	 apparatus	 cannot	 survive	
another	round	of	U.S.	strategic	bombing,	forces	a	rapid	paradigm	shift	within	Tehran.	The	pragmatist	
faction,	supported	by	a	silent	majority	of	the	Iranian	populace	terrified	of	absolute	economic	collapse	
and	further	casualties,	successfully	marginalizes	the	IRGC	hardliners	and	Supreme	Leader	Mojtaba	
Khamenei's	resistance.	

Iran	capitulates	to	the	core	elements	of	the	U.S.	15-point	plan,	agreeing	to	export	its	enriched	uranium	
to	 Russia	 and	 accepting	 a	 decades-long	 moratorium	 on	 enrichment.8	 In	 exchange,	 the	 Trump	
administration,	eager	to	claim	a	historic	foreign	policy	victory	that	definitively	surpasses	the	Obama-
era	JCPOA,	pushes	through	massive,	immediate	sanctions	relief.44	The	U.S.	floods	Iran	with	its	$100	
billion	 in	 frozen	 assets	 to	 incentivize	 compliance	 and	 rebuild	 the	devastated	nation.49	While	 this	
scenario	averts	a	global	economic	crisis	and	permanently	stabilizes	the	Strait	of	Hormuz,	it	requires	
a	 level	 of	 diplomatic	 dexterity,	 mutual	 trust,	 and	 domestic	 political	 alignment	 within	 both	
Washington	and	Tehran	that	is	entirely	absent	in	the	current,	highly	polarized	environment.	

Strategic	Conclusions	and	Systemic	Implications	
The	21	hours	of	negotiations	in	Islamabad	represent	 less	of	a	viable	peace	process	and	more	of	a	
geopolitical	stress	test	of	the	new	Middle	Eastern	reality.	The	underlying	truth	of	the	2026	conflict	is	
that	while	overwhelming	military	force	during	Operation	Epic	Fury	succeeded	in	destroying	Iran's	
physical	capacity	to	project	conventional	power,	it	has	thus	far	failed	to	alter	the	regime's	ideological	
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core	or	its	perception	of	what	is	required	for	regime	survival.	

The	U.S.	strategy	of	applying	maximum	military	pressure,	followed	immediately	by	demands	for	a	
comprehensive	"Grand	Bargain,"	fundamentally	miscalculates	the	internal	factional	dynamics	of	the	
post-Khamenei	Iranian	state.	Hardline	elements	within	the	SNSC	and	the	IRGC	view	the	preservation	
of	 their	 regional	Axis	 of	Resistance	 and	 their	 nuclear	 latency	not	 as	mere	bargaining	 chips	 to	be	
traded	for	economic	relief,	but	as	the	foundational,	non-negotiable	pillars	of	the	Islamic	Republic's	
existence.10	To	surrender	these	pillars	under	the	duress	of	a	U.S.	naval	blockade	is	viewed	by	the	
ultimate	decision-makers	in	Tehran	as	tantamount	to	sovereign	suicide.	

Simultaneously,	the	Iranian	10-point	plan	represents	a	severe	misreading	of	the	global	tolerance	for	
its	weaponization	of	the	Strait	of	Hormuz.	Demanding	formal	control,	secure	passage	protocols,	and	
toll-collection	 rights	 over	 the	 world's	 most	 critical	 energy	 chokepoint	 is	 a	 red	 line	 that	 neither	
Washington	nor	 the	 broader	 international	maritime	 community	 can	 accept	without	 permanently	
surrendering	the	foundational	principle	of	freedom	of	navigation.11	

Consequently,	the	prospect	for	a	comprehensive	"Grand	Bargain"	ending	the	2026	war	is	virtually	
non-existent	in	its	currently	proposed	form.	The	diplomatic	chasm	between	U.S.	demands	for	total	
capitulation	 and	 Iranian	 demands	 for	 sovereign	 impunity,	 forced	 U.S.	 withdrawal,	 and	 massive	
financial	 restitution	 cannot	 be	 bridged	 by	 a	 two-week	 temporary	 ceasefire	 or	 mediated	 shuttle	
diplomacy	in	Pakistan.	

The	global	system	must	therefore	adapt	to	a	permanently	altered	Middle	East.	The	era	of	the	Gulf	
states	 serving	 as	 insulated,	 hyper-globalized	 economic	 safe	 havens	 has	 concluded,	 with	 their	
vulnerability	 to	 asymmetric	 warfare	 starkly	 exposed.	 Global	 energy	 markets	 must	 price	 in	 a	
permanent,	 structural	 risk	 premium	 for	maritime	 transit	 in	 the	 Persian	 Gulf	 and	 the	 Red	 Sea.16	
Ultimately,	the	failure	to	secure	a	comprehensive,	realistic	agreement	in	Islamabad	guarantees	that	
the	United	States	and	Iran	will	remain	locked	in	a	volatile,	destructive	cycle	of	brinkmanship,	hybrid	
warfare,	and	economic	coercion	 for	 the	 foreseeable	 future,	perpetually	hovering	on	 the	edge	of	a	
wider	conflict	that	the	fragile	global	economy	can	ill	afford.	


