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Background 

The current conflict began on 28 February 2026, when the United States and Israel launched 
coordinated strikes against Iran (Operation Epic Fury). Iran responded by ‘closing’ the Strait of 
Hormuz to commercial shipping and initiating drone and missile strikes against Gulf energy 
infrastructure. As of mid-March 2026, hostilities continue, and commercial traffic through the 
Strait has largely ceased. 
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Summary 

The US-Israeli strikes on Iran and the retaliatory closure of the Strait of Hormuz have 
severed one-third of globally traded fertiliser and a quarter of global Liquefied 
Natural Gas (LNG) supply at a single chokepoint. The timing is acutely damaging, 
coinciding with spring planting and fertiliser application windows across the Northern 
Hemisphere.  

A triple threat of higher fertiliser prices, potential yield reductions, and rising 
transport costs is set to feed through to food prices over the coming months, with 
few meaningful relief valves even if the conflict ends soon. The crisis throws into sharp 
relief the resilience case for precision agriculture technologies and practices. 
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Deere & Company enables farmers to reduce and optimise fertiliser use through an 
integrated precision agriculture stack that combines GPS-guided equipment, variable-rate 
application, machine vision (e.g. See & Spray), and its cloud-based Operations Centre.  

These tools allow inputs to be targeted - considering soil variability, crop health, and real-time 
conditions - rather uniform application across acreage, while preserving or improving yields. 
With elevated and volatile fertiliser and natural gas prices, the value of this optimisation 
rises sharply, accelerating adoption opportunity for Deere’s precision capabilities.  

Crucially, Deere offers not just equipment but an integrated ecosystem of software, 
data, and services, driving incremental revenue and margin expansion. As adoption scales, 
the focus shifts toward higher-return, recurring revenue streams with stronger pricing 
power. This reinforces Deere’s ability to sustain returns with healthy margins and positions it 
as a structural beneficiary of input cost inflation and supply chain fragmentation. 

 

The Redwheel Biodiversity Strategy aims to provide long-term capital growth in a portfolio of global companies 
whose products and services have the potential to protect Natural Capital and improve nature-related economic and 
societal resilience. Portfolio Manager Amanda O’Toole sets out how agricultural technology holdings in the Redwheel 

Biodiversity portfolio, such as Deere & Company, may be well placed in the current environment. 
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The Fertiliser Crescent 

The Strait of Hormuz is the world’s most significant fertiliser chokepoint. One-third of 
globally traded fertiliser transits the Strait, while the Persian Gulf region produces for around half 
of global urea exports and 30% of global ammonia exports, both core components of nitrogen-
based fertilisers.i Saudi Arabia supplies 20% of the world’s phosphate rockii, the primary material 
for phosphate-based fertilisers, with exports from key facilities on its Gulf coast halted. Nearly half 
of internationally traded sulphur, another key input to phosphate-based fertilisers, are also 
produced in the Gulf region and remain at risk.iii 

Fossil fuel foundations 

Supported by its strategic location, the region’s cheap and abundant fossil fuel reserves are 
key to its position as the crux of global fertiliser supply.  

Natural gas is the primary feedstock, energy source and cost driver behind the production 
of nitrogen-based fertiliser, first through the extraction of hydrogen, and subsequently the 
production of ammonia and urea. It forms the basis of fertiliser production in the region, and via 
liquified natural gas (LNG) exports, for fertiliser production in other key global regions. Around a 
fifth of global LNG supply remains trapped and unable to transit the Strait of Hormuz.iv 

Sulphur for phosphate-based fertilisers is produced as a byproduct of oil and gas refining in 
the region. 

Reap what you sow: looming food security challenges 

In just three weeks fertiliser prices around the world have spiked and production and use has 
curtailed. The timing coincides with fertiliser application windows for a host of key crops 
across the northern hemisphere, where around 90% of the global population live. Impacts by 
key region are: 

- United States: facing a 25–35% spring supply deficit at the worst possible moment for corn 
planting; urea prices up >30%,v with up to 1.5 million acres potentially switching from nitrogen-
hungry corn to soybeans.vi 
 

- Europe: domestic fertiliser production has been constrained since 2022 by high gas costs since 
the start of the conflict in Ukraine, while Egyptian urea prices (its imported alternative) have 
grown by 30% while production is squeezed by Israeli gas field disruptions.vii This comes as 
fertiliser applications for winter cereals is already underway. 
 

- Indian subcontinent: India is doubly exposed. It is the world’s largest urea importer and is 
heavily reliant on LNG for domestic fertiliser production, which is now heavily curtailed.viii This 
comes just ahead of the critical March–May stocking window for the June Kharif rice season. 
In Pakistan, LNG supply disruptions have forced the country's two largest urea producers 
offline, threatening domestic nitrogen supply ahead of the spring wheat season.ix 

 
- China:  imports half of its sulphur from the Gulf and is now drawing down strategic reserves 

to protect spring planting. Depleted reserves mean China is likely to progressively restrict 
fertiliser exports, removing one of the few potential alternative global supplies.x 



 
 

However, Sub-Saharan Africa is potentially the most acutely vulnerable region, with over 90% 
of fertilizer imported, no strategic reserves and with disruption coinciding with Kenya and West 
Africa's main planting season.xi 

A triple threat of higher fertiliser prices, potentially lower crop yields and higher transport 
costs are likely to feed through to food prices in the coming months. Alongside growing 
pressure on consumers, farmers are likely to experience compressed margins. 

These pressures are likely to worsen if the conflict continues, with few significant relief valves. 
Even if the conflict ends soon significant relief would not be felt for weeks to months, as 
facility repairs and supply chain replenishment takes time. 

Precision agriculture: Investing for resilience 

Globally, crops use around half of the nitrogen applied to them; the remainder is lost to the 
surrounding environment.xii Precision agriculture is an approach to farming that uses data, 
technology, and real-time monitoring to manage crops and inputs at fine spatial and temporal 
resolution, allowing efficient use of key inputs such as fertilisers, cutting waste, costs and 
environmental impact while preserving yields. 

Precision agriculture can reduce nitrogen fertiliser use by roughly 10–20% without yield 
loss, rising towards 30–40% with the most advanced implementation or where inefficiencies are 
greatest. xiii Global adoption remains relatively low - fewer than 25% of farms in high-income 
countries use even basic precision tools, falling to 5% for low- and middle-income economies.xiv 
As such, the opportunity for precision agriculture to deploy as a resilience measure to buffer 
future shocks is large and has been bought into sharp relief. 
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https://www.atlanticcouncil.org/dispatches/how-the-iran-war-could-trigger-a-european-energy-crisis/
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Key Information 
No investment strategy or risk management technique can guarantee returns or eliminate risks in 
any market environment. Past performance is not a guide to future results. The prices of 
investments and income from them may fall as well as rise and an investor’s investment is subject 
to potential loss, in whole or in part. Forecasts and estimates are based upon subjective 
assumptions about circumstances and events that may not yet have taken place and may never 
do so. The statements and opinions expressed in this article are those of the author as of the date 
of publication, and do not necessarily represent the view of Redwheel. This article does not 
constitute investment advice and the information shown is for illustrative purposes only. Whilst 
updated figures are not available for all sources, we have performed further analysis and believe 
that this data has not significantly changed and is reflective for 2026. 
 
Disclaimer 
Redwheel ® and Ecofin ® are registered trademarks of RWC Partners Limited (“RWC“). The term 
“Redwheel“ may include any one or more Redwheel branded regulated entities including, RWC 
Asset Management LLP which is authorised and regulated by the UK Financial Conduct Authority 
and the US Securities and Exchange Commission (“SEC“); RWC Asset Advisors (US) LLC, which is 
registered with the SEC; RWC Singapore (Pte) Limited, which is licensed as a Licensed Fund 
Management Company by the Monetary Authority of Singapore; Redwheel Australia Pty Ltd is an 
Australian Financial Services Licensee with the Australian Securities and Investment Commission; 
and Redwheel Europe Fondsmæglerselskab A/S (“Redwheel Europe“) which is regulated by the 
Danish Financial Supervisory Authority. Redwheel may act as investment manager or adviser, or 
otherwise provide services, to more than one product pursuing a similar investment strategy or 
focus to the product detailed in this document. Redwheel and RWC (together “Redwheel Group“) 
seeks to minimise any conflicts of interest, and endeavours to act at all times in accordance with 
its legal and regulatory obligations as well as its own policies and codes of conduct. This document 
is directed only at professional, institutional, wholesale or qualified investors. The services 
provided by Redwheel are available only to such persons. It is not intended for distribution to and 
should not be relied on by any person who would qualify as a retail or individual investor in any 
jurisdiction or for distribution to, or use by, any person or entity in any jurisdiction where such 
distribution or use would be contrary to local law or regulation. This document has been prepared 
for general information purposes only and has not been delivered for registration in any 
jurisdiction nor has its content been reviewed or approved by any regulatory authority in any 
jurisdiction. The information contained herein does not constitute: (i) a binding legal agreement; 
(ii) legal, regulatory, tax, accounting or other advice; (iii) an offer, recommendation or solicitation 
to buy or sell shares in any fund, security, commodity, financial instrument or derivative linked to, 
or otherwise included in a portfolio managed or advised by Redwheel; or (iv) an offer to enter into 
any other transaction whatsoever (each a “Transaction“). Redwheel Group bears no responsibility 
for your investment research and/or investment decisions and you should consult your own 
lawyer, accountant, tax adviser or other professional adviser before entering into any Transaction. 
No representations and/or warranties are made that the information contained herein is either 
up to date and/or accurate and is not intended to be used or relied upon by any counterparty, 
investor or any other third party. Redwheel Group uses information from third party vendors, such 
as statistical and other data, that it believes to be reliable. However, the accuracy of this data, 
which may be used to calculate results or otherwise compile data that finds its way over time into 
Redwheel Group research data stored on its systems, is not guaranteed. If such information is not 
accurate, some of the conclusions reached or statements made may be adversely affected. Any 
opinion expressed herein, which may be subjective in nature, may not be shared by all directors, 
officers, employees, or representatives of Redwheel Group and may be subject to change without 
notice. Redwheel Group is not liable for any decisions made or actions or inactions taken by you 



 
 

 
or others based on the contents of this document and neither Redwheel Group nor any of its 22 
directors, officers, employees, or representatives (including affiliates) accepts any liability 
whatsoever for any errors and/or omissions or for any direct, indirect, special, incidental, or 
consequential loss, damages, or expenses of any kind howsoever arising from the use of, or 
reliance on, any information contained herein. Information contained in this document should not 
be viewed as indicative of future results. Past performance of any Transaction is not indicative of 
future results. The value of investments can go down as well as up. Certain assumptions and 
forward looking statements may have been made either for modelling purposes, to simplify the 
presentation and/or calculation of any projections or estimates contained herein and Redwheel 
Group does not represent that that any such assumptions or statements will reflect actual future 
events or that all assumptions have been considered or stated. There can be no assurance that 
estimated returns or projections will be realised or that actual returns or performance results will 
not materially differ from those estimated herein. Some of the information contained in this 
document may be aggregated data of Transactions executed by Redwheel that has been compiled 
so as not to identify the underlying Transactions of any particular customer. No representations 
or warranties of any kind are intended or should be inferred with respect to the economic return 
from, or the tax consequences of, an investment in a Redwheel-managed fund. 22 This document 
expresses no views as to the suitability or appropriateness of the fund or any other investments 
described herein to the individual circumstances of any recipient. The information transmitted is 
intended only for the person or entity to which it has been given and may contain confidential 
and/or privileged material. In accepting receipt of the information transmitted you agree that you 
and/or your affiliates, partners, directors, officers and employees, as applicable, will keep all 
information strictly confidential. Any review, retransmission, dissemination or other use of, or 
taking of any action in reliance upon, this information is prohibited. Any distribution or 
reproduction of this document is not authorised and is prohibited without the express written 
consent of Redwheel Group. The risks of investment are detailed in the Prospectus and should be 
considered in conjunction with your investment adviser. Please refer to the Prospectus, Key 
Investor Information Document (UCITS KIID), Key Information Document (PRIIPS KID), Summary of 
Investor Rights and other legal documents as well as annual and semi-annual reports before 
making investment decisions; these documents are available free of charge from RWC or on RWC’s 
website: https://www.redwheel.com/ and available in local languages where required. RWC as the 
global distributor has the right to terminate the arrangements made for marketing Redwheel 
Funds in certain jurisdictions and to certain investors. Redwheel Europe is the sub-distributor of 
shares in Redwheel Funds in the European Economic Area (“EEA“) and is regulated by the Danish 
Financial Supervisory Authority. This document is not a solicitation or an offer to buy or sell any 
fund or other investment and is issued in the UK by RWC and in the EEA by RW Europe. This 
document does not constitute investment, legal or tax advice and expresses no views as to the 
suitability or appropriateness of any investment and is provided for information purposes only. 
The views expressed in the commentary are those of the investment team. Funds managed by 
Redwheel are not, and will not be, registered under the Securities Act of 1933 (the “Securities Act“) 
and are not available for purchase by US persons (as defined in Regulation S under the Securities 
Act) except to persons who are “qualified purchasers“ (as defined in the Investment Company Act 
of 1940) and “accredited investors“ (as defined in Rule 501(a) under the Securities Act). This 
document does not constitute an offer to sell, purchase, subscribe for or otherwise invest in units 
or shares of any fund managed by Redwheel. Any offering is made only pursuant to the relevant 
offering document and the relevant subscription application. Prospective investors should review 
the offering memorandum in its entirety, including the risk factors in the offering memorandum, 
before making a decision to invest. 
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