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Key Judgments

network node gaining relative leverage while absorbing energy, shipping, sanctions, and
spillover risks.

* China’s main benefit is relative-position gain. The conflict strains U.S. military, diplomatic,
and fiscal capacity while increasing Washington’s incentives to seek Chinese cooperation
on Iran, energy security, and the Strait of Hormuz.

* The Hormuz crisis strengthens China’s diplomatic space by shifting the conflict from
bilateral confrontation toward maritime governance, energy stability, and negotiated de-
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gains stronger justification for diversification, non-dollar settlement, industrial resilience,
and alternative supply chains.

China’s information advantage lies in controlled signaling rather than narrative dominance,
allowing Beljing to maintain consistency and ambiguity during high-intensity events.

Digital education and cultural access remain latent opportunities, not confirmed gains.
Conflict disruption may expand demand, but evidence of large-scale benefit remains
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limited.

Executive Summary

The U.S.—Israel-Iran conflict has created a strategic environment in which China’s global role
1s being recalibrated. Beijing 1s not a direct combatant, nor 1s 1t insulated from the conflict’s

consequences. Its position 1s defined by a dual condition: China 1s exposed to systemic shocks
while also gaining leverage from the redistribution of global pressure.

The most important Chinese gain 1s not economic windfall, but strategic repositioning. As the
conflict strains U.S. force allocation, maritime commitments, diplomatic attention, and alliance
management, China benefits from the narrowing of U.S. strategic flexibility. Previous EPINOVA
analysis has i1dentified this mechanism as cross-regional strategic strain: a condition in which
Middle East commitments consume scarce U.S. assets and alter perceptions of American
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Policy Brief At the same time, the crisis increases China’s vulnerability. Disruption and restricted passage
around the Strait of Hormuz have generated stress across energy and shipping systems. A May 7,
2026 Reuters report stated that Asia’s refined fuel exports had fallen sharply amid Hormuz-
related disruption, with jet fuel, diesel, and gasoline shipments all under pressure.

China’s position is therefore best described as risk-adjusted benefit. Beijing gains diplomatic
relevance, bargaining leverage, and narrative space, but these gains are partially offset by energy
exposure, sanctions pressure, and the possibility that Middle East instability may intensify risk
perceptions 1n East Asia.

Methodological Note

This brief uses a qualitative risk-adjusted assessment rather than a statistical cost-benefit
model. Domain-level judgments are based on observed conflict dynamics, open-source reporting,
prior EPINOVA MCCM analysis, and comparative assessment of benefit, exposure, volatility,
and constraint. Terms such as “high,” “medium,” and “low” should be interpreted as ordinal
analytical judgments rather than measured values.

Why This Matters

The U.S.—Israel-Iran conflict 1s not only a regional war; it 1s a stress test of global power
redistribution under energy disruption, maritime instability, sanctions pressure, and U.S. strategic
overextension.

For China, the conflict creates a dual effect. Beljing faces real exposure through oil imports,
shipping volatility, and sanctions risk, but also gains relative leverage as demand rises for
diplomatic mediation, energy stability, and alternative global connectivity.

This matters because China’s benefit 1s not a simple war dividend. It 1s a risk-adjusted
positioning gain: China may strengthen its role as a stabilizing network node, but only 1f i1t can
convert crisis exposure into diplomatic, economic, technological, and narrative leverage without
being pulled into the conflict’s costs.

1. China’s Strategic Role: From External Observer to Stabilizing Network Node

China’s role in the conflict 1s not adequately captured by the categories of neutrality,
alignment, or opportunism. Beijing 1s better understood as a stabilizing network node: an actor
whose 1nfluence derives from its position across multiple systems, including energy markets,
maritime flows, diplomatic mediation, supply chains, and information signaling.

This role has three features.

First, China 1s a major stakeholder in the stability of Gulf energy flows and maritime routes. It
has strong incentives to avoid prolonged disruption in the Strait of Hormuz, not because it
supports one side’s military objectives, but because instability raises costs across its energy,
industrial, and trade systems.

Second, China 1s a diplomatic intermediary with access to multiple sides. Recent reporting
indicates that China has called for maintaining ceasefire conditions and restoring maritime
continuity, while U.S. officials have also urged Beijing to use its influence with Iran.
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Policy Brief Third, China’s position is strengthened by the legal and institutional transformation of the
crisis. Once maritime coercion affects neutral shipping and global energy flows, the 1ssue shifts
from bilateral confrontation to international maritime governance. This logic is consistent with
prior EPINOVA analysis, which argues that disruption in Hormuz transforms a regional conflict
into a systemic crisis of maritime order.

2. Political and Diplomatic Benefit: The Expansion of Mediation Leverage

China’s clearest benefit lies in diplomatic positioning. The conflict creates demand for an actor
that can communicate with Iran, maintain relations with Gulf states, engage the United States,
and frame itself as a defender of stability rather than escalation.

This creates an opportunity for China to present itself as a peace facilitator, a defender of
global energy and maritime stability, and a voice for non-Western states affected by unilateral
coercive measures.

The benefit is not that China controls the conflict. It does not. Rather, China gains diplomatic
relevance because the conflict creates problems that cannot be resolved through U.S. military
pressure alone. The Hormuz crisis makes this especially visible: maritime access, energy flows,
and escalation management all require broader coordination.

This also gives China leverage in U.S.—China relations. Ahead of President Trump’s reported
May 2026 visit to China, AP reported that China—U.S. relations remained generally stable despite
disruptions and that the U.S. was urging China to help stabilize o1l transport through the Strait of
Hormuz.

Net assessment: Political-diplomatic benefit 1s high. China’s role as a mediator and stabilizing
actor 1s strengthened, especially 1f Beijing avoids appearing as a direct patron of Iran.

3. Economic and Energy Effects: Exposure First, Opportunity Second

China’s economic position 1s more ambiguous. The conflict generates both risk and
opportunity, but the risks are immediate while many opportunities are structural and longer term.

The most direct risk 1s energy exposure. The Strait of Hormuz remains a critical artery for
global o1l and refined fuel flows. A May 7, 2026 Reuters report stated that Asia’s refined fuel
exports had fallen sharply amid Hormuz-related disruption, with jet fuel, diesel, and gasoline
shipments all under pressure.

The second risk 1s sanctions exposure. Reuters reported on May 7, 2026, that Chinese
regulators had reportedly asked major banks to pause new yuan loans to several U.S.-sanctioned
refiners linked to Iranian o1l purchases. This indicates that China faces a difficult balance between
resisting U.S. secondary sanctions and protecting domestic financial institutions from exposure.

However, the conflict also strengthens several Chinese strategic-economic priorities, including
diversification away from vulnerable maritime energy routes, expansion of land-based and
overland logistics alternatives, non-dollar settlement mechanisms, domestic energy-security
technologies, and growth in coal chemicals, storage, grid resilience, and industrial substitution.

At the same time, alternative corridors remain constrained. Prior EPINOVA monitoring of the
Caspian route suggests that northern logistics can delay threshold pressure, but cannot replace
Gulf-scale maritime throughput.
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Policy Brief The economic benefit is therefore best understood as a structural acceleration effect. The crisis
gives stronger justification to policies China was already pursuing, including energy security,
industrial self-reliance, and financial insulation from U.S.-led sanctions networks.

Net assessment: Economic impact 1s mixed. China faces high short-term exposure but may
gain medium-term structural justification for energy and financial-system diversification.

4. Military and Strategic Benefit: U.S. Overextension and East Asian Repricing

China’s most important strategic benefit comes from the indirect weakening of U.S. flexibility.
The United States does not need to lose militarily in the Middle East for China to benefit. It 1s
enough that the conflict consumes U.S. attention, munitions, missile-defense assets, naval
capacity, diplomatic bandwidth, and alliance-management capacity.

Prior EPINOVA analysis argues that the Middle East conflict can compress U.S. strategic
slack and affect East Asian perceptions of American availability, resolve, and prioritization. This
does not mean that war 1n the Middle East automatically produces conflict in East Asia. But it
does mean that actors in the Western Pacific may reinterpret U.S. commitments under conditions
of simultaneous pressure.

For China, this creates a relative-position benefit in three ways. First, the United States must
allocate scarce assets across multiple theaters. Second, Asian allies may begin to question how
much U.S. capacity remains available under concurrent crises. Third, China can preserve strategic
patience while the United States absorbs cost and political friction elsewhere.

This does not necessarily encourage immediate Chinese escalation. A more advantageous
Chinese posture may be strategic restraint: avoiding the opening of a new front while using the
crisis to improve bargaining position, expand regional influence, and observe U.S. operational
limits.

Net assessment: Military-strategic benefit 1s medium-high, but primarily indirect. It comes
from U.S. overextension and deterrence repricing, not from Chinese military action.

S. Technology and Digital Infrastructure: Crisis as Validation of Digital Sovereignty

The conflict also strengthens China’s argument for digital sovereignty, infrastructure
resilience, and cloud-security autonomy. Modern war increasingly targets not only military
platforms but also the infrastructures that sustain finance, logistics, communication, and
governance.

Prior EPINOVA work on Digital Strategic Nodes argues that cloud data centers, Internet
exchange points, submarine cable landing stations, and edge-distribution nodes can become
strategic infrastructure in modern conflict. In this context, China can use the Middle East conflict
to reinforce the importance of domestic cloud capacity, secure data infrastructure, and cyber-
physical resilience.

Potential benefits include stronger demand for non-Western digital infrastructure, greater
support for data localization and digital sovereignty, expanded markets for Chinese cybersecurity,
satellite, Al-monitoring, and logistics platforms, and increased relevance of Al-enabled crisis-
monitoring tools.
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Policy Brief However, this remains a policy and market opportunity rather than a guaranteed gain. China’s
technology firms may benefit only if they can provide reliable, politically acceptable, and
regionally deployable alternatives.

Net assessment: Technology benefit 1s moderate and strategic, especially 1n digital
infrastructure, cyber resilience, AI monitoring, and sovereign cloud systems.

6. Business and Industrial Effects: Sectoral Divergence

The business impact 1s uneven. Some sectors face severe disruption, while others may gain
from substitution, rerouting, or resilience demand.

* Likely exposed sectors: aviation fuel and refined products; shipping and maritime
insurance; petrochemical manufacturing; Gulf-linked construction; and firms exposed to
U.S. secondary sanctions.

* Likely opportunity sectors: energy equipment; coal chemicals and alternative feedstocks;
port monitoring and maritime analytics; overland logistics; compliance and sanctions-risk
management; and digital education or remote services.

The key point i1s that business benefit 1s not economy-wide. It 1s sector-specific and risk-
adjusted. Companies connected to alternative logistics, energy substitution, digital infrastructure,
and compliance services may gain. Firms dependent on Gulf energy stability or Iranian trade
channels may face serious financial and legal risk.

Net assessment: Commercial impact 1s fragmented. China’s net business benefit depends on
whether substitution sectors grow faster than energy and sanctions risks accumulate.

7. Digital Education, Cultural Access, and Soft-Power Expansion

Education and culture should not be treated as a traditional academic-exchange issue in this
assessment. The more relevant category 1s digital education, cultural access, and soft-power
expansion.

Conflict conditions can increase demand for remote learning, online training, digital cultural
consumption, language learning, and low-cost educational platforms. If schools, universities,
training centers, and families 1in parts of the Middle East face security disruption, traffic
disruption, or infrastructure pressure, demand for remote educational services may grow.

Potential opportunities include Chinese-language learning platforms, vocational and technical
training, engineering and Al-related online courses, short-video cultural content, animation and

gaming, education-technology partnerships, and low-cost remote-learning tools for disrupted
communities.

This 1s a latent soft-power opportunity rather than confirmed large-scale gain. The evidence 1s
not yet strong enough to claim that China has already achieved major educational or cultural
influence gains from the conflict. The more defensible claim 1s that conflict disruption creates a
demand-side opening for digital education and cultural access.

Net assessment: Potential benefit is medium in the long term, but evidence remains weak 1n
the short term.
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Policy Brief 8. Information and Narrative: Stability as a Strategic Asset

China’s information posture differs structurally from the more volatile external media
environment. Prior EPINOVA analysis found that China’s signaling system 1s characterized by
baseline control, delayed responsiveness, and low amplification volatility, while external systems
are more decentralized and event-driven.

This creates a specific kind of advantage. China does not need to dominate daily narrative
cycles. Its benefit lies in maintaining consistency, avoiding overreaction, and presenting itself as a
stable actor amid chaotic amplification.

This helps Beijing sustain a stable narrative centered on peace and negotiation, energy and
trade stability, opposition to unilateral coercion and extraterritorial sanctions, and representation
of developing and non-Western states affected by conflict externalities.

The limitation 1s that China’s controlled signaling may be less agile in fast-moving global
media cycles. It can preserve coherence, but it may not always dominate attention.

Net assessment: Narrative benefit 1s moderate. China gains stability and coherence, but not
necessarily global persuasion dominance.

Domain Benefit Level Risk Level Net Assessment

Political diplomacy High I  Medium Positive
Maritime governance High I Medium Positive
Military-strategic position Medium-high I Medium Positive
Energy economy Medium [ SRR High [ ——— | Mixed
Sanctions exposure Low High e e == Negative
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Figure 1. China’s Benefit—Risk Assessment by Domain in the U.S.—Israel-Iran Conflict

Caption: Figure 1 summarizes China’s qualitative benefit—risk profile across major domains affected by the U.S.—
Isracl-Iran conflict. The assessment distinguishes between potential strategic benefit, exposure risk, and net
domain outcome.

Source: Author’s assessment based on the MCCM framework, open-source reporting, energy and maritime
indicators, sanctions-risk analysis, and conflict-related policy developments.

Note: Levels are qualitative ordinal judgments, not statistical measurements. Bar lengths indicate relative
category strength. Medium potential indicates a plausible but not yet fully realized benefit.
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* For China: Preserve calibrated stabilization, avoid direct alignment, and frame its role
around maritime continuity, energy stability, and de-escalation.

* For the United States: Recognize that crisis management may require limited
coordination with China despite strategic rivalry.

* For Middle Eastern states: Use China as an additional diplomatic and economic channel,
while recognizing that Beijing 1s not a full security substitute for Washington.

* For global governance: Treat the crisis as evidence that chokepoint security, sanctions
exposure, energy flows, and digital infrastructure resilience are now interconnected policy
domains.

10. Limitations

This brief provides a structural and risk-adjusted assessment rather than a precise
measurement of China’s gains and losses. Several limitations should be noted.

First, many conflict-related data points remain incomplete, contested, or politically framed.
Energy flows, sanctions exposure, military allocation, and diplomatic signaling are all subject to
reporting gaps and rapid revision.

Second, the analysis distinguishes between potential benefit and realized benefit. Some areas,
such as diplomatic leverage and narrative positioning, are already observable, while others,
including digital education, cultural access, and commercial substitution, remain medium- to
long-term opportunities.

Third, China’s net benefit depends heavily on conflict duration and escalation scope. A limited
crisis may increase China’s leverage, while prolonged maritime disruption, wider sanctions, or
regional spillover could turn relative gains into systemic costs.

Finally, this brief does not claim that China controls the conflict or that 1t 1s the conflict’s clear
winner. China’s position 1s best understood as a risk-adjusted one: 1t may gain relative strategic
space, but only under conditions of managed exposure and limited escalation.

Conclusion

China’s role 1in the U.S.—Israel-Iran conflict 1s best understood through risk-adjusted benefit.
Beljing gains diplomatic, strategic, and narrative leverage as the United States absorbs costs,
faces alliance friction, and seeks external help to stabilize maritime and energy flows around
Hormuz. Yet these gains remain constrained by energy disruption, shipping volatility, secondary
sanctions, and cross-regional escalation risk.

China 1s therefore not the clear “winner” of the conflict. It 1s better understood as a stabilizing
network node 1n a fragmented international system. Its strongest position 1is calibrated
stabilization: preserving access, reducing escalation, expanding diplomatic relevance, and using
the crisis to strengthen long-term resilience across energy, finance, technology, and cultural
systems.
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