@ Energy Intelligence

COUNTRY RISK
Solar, Shrewd Diplomacy Help Pakistan Navigate Hormuz Crisis

Copyright © 2026 Energy Intelligence Group All rights reserved. Unauthorized access or electronic forwarding, even for internal use, is prohibited.

Thu, Jun 18, 2026

Author Editor Generate an Al synthesis
Amena Saiyid, Houston Simon Martelli of related coverage on:
Middle East War ¥

Shutterstock

e Two "black swan" events disrupting LNG supplies — Russia’s war with Ukraine and the Mideast
crisis — have driven Pakistan’'s energy transition, shielding it from the energy shock.

e |slamabad has played its diplomatic cards well, leveraging its ties with Tehran and Trump to help
mediate the US-Iran accord, raise its international standing and secure LNG supplies.
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e [ts military support for Saudi Arabia and role in the quad of Sunni states seeking to shape the
Mideast region further highlights Pakistan’s growing influence — despite its fragile economy.

The Issue

Pakistan has won plaudits for its role in brokering US-Iran peace talks that led to this week’s tenuous
agreement to extend the ceasefire and reopen the Strait of Hormuz. During the conflict, it has also
managed to avert blackouts, having dramatically reduced its fossil fuel dependence. Pakistan’s energy
transition is now having a second wind. It accelerated after the energy crisis triggered by Russia's full-
scale invasion of Ukraine in 2022, giving rise to the term "Pakistan model" to explain the rollout of
cheap solar power led by consumers fed up with soaring electricity prices. It still needs Qatari LNG,
however, and its mediation efforts and ties with Iran have yielded dividends here, too, enabling it to
secure the first cargoes that transited the strait since it closed.

Renewables Resilience

The two global "black swan" events disrupting global LNG supplies have pushed Pakistan into
pioneering a consumer-driven, citizen-led model of solar adoption paired with battery storage.

The first of these, Russia's 2022 war in Ukraine, saw electricity prices surge by 155% and caused
widespread outages. Consumers responded swiftly by adopting inexpensive Chinese solar panels,
aided by a generous government-backed 2015 net-metering policy that allowed the sale of surplus
solar power to the grid. By the time of the second disruption — the US-Israeli war against Iran
launched on Feb. 28 and the subsequent closure of the Strait of Hormuz — consumers had already
begun adding batteries. As the government warned of blackouts in March, demand for storage
accelerated as even more users went off grid, preferring to generate and store power themselves.

Official Chinese data parsed by Energy Intelligence shows that the $65 million-worth of lithium-ion
batteries China exported to Pakistan in April 2026 was double the $32.5 million equivalent that it
exported in April 2025. The $188 million-worth of lithium-ion batteries exported in the first four
months of this year were up by 112% over the same period in 2025.

Pakistan ultimately avoided raising electricity prices, as distributed solar reduced peak demand. This
year, it is projected to add 14 gigawatts of solar, which sees the country ranked fifth in
BloombergNEF’s ranking of world solar markets, after China, India, the US and Germany. It is
increasingly clear that Pakistan’s energy transition is now evolving from a “solar-only” expansion to
one that is integrated with battery storage, the Pakistan Solar Association said in a report last month.

LNG Leverage

But despite its massive solar build-out, Pakistan still typically needs three to four LNG cargoes each
month, depending on the severity of its hot summer weather, and has contracted 3.75 million tons
per year of LNG from QatarEnergy under long-term contracts. If the country is required to make spot
market purchases, it would drive up gas-fired power generation costs two- to threefold. Instead, after
the Strait of Hormuz's closure, its role as mediator enabled it to negotiate the safe passage of several
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Qatari LNG cargoes, becoming the first country to do so on May 10. It didn't award a spot tender last
week, as it was expecting its fourth Qatari cargo.

Effective Peace Broker

Pakistan’s neutrality, Muslim credentials and smart diplomacy have helped it successfully play the
role of peace broker in the US-Iran conflict alongside Qatar. On Apr. 11-12, Islamabad hosted talks
that marked the highest-level direct engagement between the US and Iran since 1979. Pakistani
Prime Minister Shahbaz Sharif, who helped mediate the original US-Iran ceasefire on Apr. 8, and army
chief Asim Munir both enjoy good relations with US President Donald Trump, visiting the White
House together last September. Munir, who had become Pakistan's first military leader to visit the
White House three months earlier, actively helped in mediating the latest US-Iran deal, flying to
Tehran on May 23.

But it is not a new role for Pakistan, says Mushahid Hussain Syed, a former Pakistani senator who
chaired its Senate Standing Committee on Defense before retiring in 2024. The country arranged
backchannel talks between the US and Chinain 1971 that led to US President Richard Nixon'’s
meeting with Chinese leader Mao Zedong a year later in Beijing, he notes.

“Fifty years ago, we were the bridge between Washington and Beijing at a time when they were at
loggerheads with each other and we were able to play that role because we enjoyed the trust and
confidence of both Beijing and the United States,” Syed told Energy Intelligence. “This is the same
scenario right now.”

Pakistan-Iran relations extend beyond just sharing a border along Pakistan’s Baluchistan province.
Currently, parts of Baluchistan, as well as Pakistan’s newly-developed Gwadar port on the Arabian
Sea, are powered by the Polan-Gabd transmission line. This brings electricity from Iran to parts of
Pakistan that the national grid doesn’t stretch to, according to Shuja Nawaz, founding director of
Atlantic Council’s South Asia Center.

Pakistan’s growing influence as a regional power was underscored by its defense pact with Saudi
Arabia last year and its major military deployments to the kingdom since early April. Likewise, its role
in forming the quartet of Sunni states, alongside Saudi Arabia, Turkey and Egypt, which seeks to
shape the new Middle East order and contain Israel, should come as no surprise, says Syed.

Economic Fragility

Despite its emerging diplomatic clout and its notable response to the global energy shocks of recent
years — which, as the International Energy Agency said recently, illustrates how such shocks can
“spur transformational change” in economies that depend on fuel imports — Pakistan’s economy
remains fragile.

It remains in a vicious cycle of debt, with borrowing used as a short-term response to fiscal stress,
while deeper structural problems remain unresolved. When the UAE earlier this year demanded
early repayment of a $3.5 billion loan that the Abu Dhabi Fund for Development had extended in
2019 to stabilize Pakistan's balance of payments, Islamabad had to turn to Saudi Arabia for help.
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Meanwhile, manufacturing has not picked up since the Covid-19 pandemic. And grid electricity sales
fell from 125 terawatt hours in fiscal year 2022 to 111 TWhin FY2025, while distributed solar
capacity surged from 7 GW to 31 GW during this period, reflecting a major shift away from
centralized power, according to Pakistan-based think tank Renewable First's analysis of the

electricity picture.
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