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On April 8, 2026, the enforcement architecture of American financial
hegemony failed for the first time at sovereign scale. Nobody noticed
because they were watching the Bitcoin price.

The Bitcoin victory lap is being run over a strait that is still closed. The
handful of vessels that did transit did so with their transponders off. That
is not a proof of concept. That is a crime scene.

Disclosure

This note takes no position on Iran, on Bitcoin, or on American foreign
policy. It takes a position on arithmetic.

This research note was originally prepared for private institutional clients of Paul Faulkner. It is
being made available to the public in the interest of analysis that is not currently being
conducted at this level in open discourse. Nothing in this document constitutes financial, legal,
or investment advice. It is a forensic analysis of a geopolitical event and its systemic
consequences. The author holds a position in Bitcoin at the time of publication. This document
may be shared freely provided it is reproduced in full and without alteration.
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Terms and Notation

The body of this whitepaper uses technical terminology from three specialist domains —
sanctions enforcement, Bitcoin protocol mechanics, and maritime intelligence — without inline
glossing. The following reference is provided for readers who do not work daily in all three.
Terms are listed in the order in which they become load-bearing for the argument.

Term

AIS

Flag of convenience

OFAC

SDN list

Constructive
knowledge

UTXO

Fungibility

Cluster designation

Off-ramp

Definition

Automatic Identification System — the mandatory vessel transponder
broadcast required under international maritime law for commercial ships
over 300 gross tonnes. “Going dark” means switching it off, a deliberate and
unambiguous act in a contested waterway.

A vessel registration jurisdiction chosen because it offers minimal oversight,
not because the owner has any operational connection to the country. Sierra
Leone, Cameroon, and Panama are current flags of choice for vessels that
need a registration number and nothing else.

US Treasury Office of Foreign Assets Control — the enforcement agency for
US sanctions. Maintains the SDN list and can impose penalties on any entity
with a US nexus.

Specially Designated Nationals list - OFAC’s primary sanctions register. Any
transaction with an SDN entity is a sanctions violation for any party with a US
nexus.

A legal doctrine under which strict-liability sanctions exposure arises without
proof of intent. “Should have known” is sufficient. The pre-Hormuz
enforcement posture applied this narrowly; the §09 argument turns on a
post-Hormuz re-rating of that posture.

Unspent Transaction Output — the individual transaction units that make up
any Bitcoin holding. Each UTXO carries a traceable history back to its origin,
which is the mechanism by which chain analysis identifies tainted coins.

The property that makes one unit of an asset interchangeable with any other
unit. A tainted dollar and a clean dollar are legally identical — dollars are
fungible. Bitcoin’s public ledger records the history of every coin, which
means two Bitcoins may not be treated as interchangeable if one has passed
through a sanctioned wallet. That asymmetry is the structural vulnerability
§09 describes.

The 2024-era evolution of OFAC practice: instead of listing individual wallet
addresses, Treasury designates entire wallet networks identified through
behavioural clustering and transaction-graph analysis. Materially more
powerful than single-address listing.

The point at which Bitcoin is converted to fiat currency, typically through a
regulated exchange. The paper’s bounded-failure argument turns on the
distinction between the settlement window (seconds, non-interdictable) and
the off-ramp enforcement window (years, interdictable).
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COFER IMF Composition of Official Foreign Exchange Reserves — the quarterly
dataset tracking what currencies central banks actually hold. Named in §11 as
the observable indicator for structural dollar reserve demand.

VLCC Very Large Crude Carrier — the standard supertanker class, typically carrying
~2 million barrels of crude. The $2M per-vessel toll figure derives from $1 per
barrel x ~2M barrels.

Scenario A /B /E /T | Shorthand for the five futures defined in §12: Alpha (fungibility poisoned,

/A protocol survives), Beta (military escalation, Bitcoin as collateral), Epsilon
(maritime enforcement without on-chain action), Gamma (multipolar
acceleration), Delta (the protocol wins). All §14 and §15 references point back
to these definitions.

Two scale anchors worth carrying into the body. The $7.3 billion annualised toll figure is roughly
one-eighth of Iran’s pre-sanctions annual oil export revenue, or about three days of US federal
deficit spending at current run-rate. The 766,970 Bitcoin held by Strategy (formerly
MicroStrategy) referenced in §09 is approximately 3.65% of total Bitcoin supply, acquired at a
total cost basis of approximately $58.02 billion at an average entry of $75,644 per coin (per
Strategy’s April 5, 2026 disclosure). These anchors matter because the rhetorical force of each
number depends on the reader having a frame of reference for its magnitude.
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Part I — The Event and the Reality

The Bitcoin toll story has a structural problem that nobody in the crypto press, the financial
press, or the geopolitical press has addressed. The announcement is real. The instrument was
specified. The intent was stated on the record. What is not real is the throughput. What is not
real is the revenue. What is not real is the picture of a functioning toll booth collecting billions in
Bitcoin from a global oil trade operating at normal volume.

The strait is closed. Almost nobody is paying. The vessels that are transiting are doing so with
their transponders dark, their flags of convenience, and their identities falsified. Before the
architectural analysis of what the Hormuz event means for the dollar system, the forensic
ground truth has to be established — because the ground truth is what makes the precedent
dangerous, and it is the exact opposite of what the maxi victory lap assumes.

§01 — The Event
What Actually Happened at Hormuz

The facts are not in dispute — but the sequencing matters, and the commentary has largely
inverted it. The Hormuz toll is not a post-ceasefire improvisation. Since mid-March 2026, the
Islamic Revolutionary Guard Corps has been charging ship operators up to $2 million per vessel
to transit the strait, with Iran’s parliament formally codifying the system in the “Strait of
Hormuz Management Plan” approved March 30-31. What happened on April 8, 2026 — the day
of the US-Iran ceasefire announcement — was that Hamid Hosseini, speaking on the record to
the Financial Times as a spokesperson for Iran’s Oil, Gas and Petrochemical Products Exporters’
Union, made the first named-source public statement specifying Bitcoin as the settlement
instrument and describing the operational mechanics. The ceasefire was the news hook. The toll
had been operational for approximately three weeks. This matters because it strengthens the
precedent argument rather than weakening it: the toll was not a negotiating chip thrown up in
the aftermath of a settlement. It was a functioning parliamentary-backed revenue and access
regime that long preceded the diplomatic framing through which the Western press eventually
noticed it.

The toll rate is one dollar per barrel of cargo. For a fully laden Very Large Crude Carrier carrying
approximately two million barrels, the figure reaches two million dollars per vessel.

The mechanics were designed with precision. Each vessel was instructed to email Iranian
authorities with a full cargo manifest. Upon assessment, a toll figure would be issued. The
operator would then have seconds — not minutes — to transmit payment in Bitcoin to an
Iran-controlled wallet. The window was not a convenience. It was an architecture. Seconds is
enough time to pay. It is not enough time to trace, intercept, or block.
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Variable Figure

Daily oil throughput (pre-war baseline) ~20 million barrels
Toll rate $1.00 per barrel
Maximum per supertanker $2,000,000
Annualised revenue at baseline throughput ~$7.3 billion

Bitcoin price at announcement ~$72,000

Bitcoin price post-confirmation ~$72,000 — $73,000
Settlement window per vessel Seconds

The global crypto community interpreted this as a Bitcoin victory. Price rose. Commentators
celebrated. The digital gold narrative — which had suffered during earlier geopolitical stress —
was declared rehabilitated. The maxi thesis appeared vindicated.

This reading is not wrong. It is simply insufficient. It identifies the instrument and mistakes it
for the event. Iran did not just demand Bitcoin. Iran demonstrated — publicly, at scale, through
the world’s most strategically critical chokepoint — that the United States cannot enforce
financial exclusion against a determined sovereign actor. That is a different order of magnitude
of event. And it has consequences that extend well beyond any price chart.

A forensic note on sourcing

The broader commentary has failed to address a discrepancy in the source reporting. The
Bloomberg report — which broke the crypto toll story — cited anonymous sources and specified
stablecoins: USDT on the Tron network and the Trump family’s USD1. The Financial Times
report, citing Hosseini directly and on the record, specified Bitcoin. These are not the same
story. They are not the same asset. They are not even the same instrument class. This
discrepancy has been universally ignored. It should not be.

USDT on Tron is already the primary rails for sanctions evasion globally. North Korea, Russia,
and Iran have all used it extensively. It requires no ideological commitment to Bitcoin. It is fast,
cheap, and pseudonymous. It is also, critically, controllable — Tether has cooperated with law
enforcement and has frozen wallets on OFAC instruction. If Iran demanded USDT/TRX and the
public statement subsequently pivoted to Bitcoin, one of three things is true: deliberate
misdirection of the initial report; an evolution within Iranian decision-making toward
understanding what is actually censorship-resistant; or two distinct parts of the Iranian
apparatus communicating separately without coordination.

The forensic significance of the discrepancy exceeds the significance of either report
individually. It suggests Iran’s own understanding of the sanctions architecture is more
sophisticated — and more internally contested — than the flat “Iran takes Bitcoin” narrative
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allows. The gap between Bloomberg and the FT is itself evidence of a regime working through, in
real time, the same question this note addresses: which instrument actually defeats the
enforcement architecture?

The answer arrived at publicly — Bitcoin, as stated by Hosseini on the record — carries the
following implication. Stablecoins issued by Tether and Circle contain smart contract backdoors
enabling asset freezing and wallet blacklisting. They are instruments of the dollar system
wearing a crypto mask. The selection of Bitcoin — genuinely censorship-resistant, genuinely
ungovernable, genuinely seizure-proof within the payment window — was not accidental. It was
a statement of intent dressed as a payment mechanism. And it came after someone in Tehran
read the USDT terms of service and understood what they were looking at.
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§02 — The Toll Nobody Is Paying
The Story That Isn’t Being Written

I Almost nobody is paying it.

The strait is not open. The toll is not being collected at scale. The $7.3 billion annualised revenue
figure being circulated — and being used as the empirical foundation for the
Bitcoin-as-sovereign-settlement narrative — is a projection applied to pre-war throughput
numbers that no longer exist.

The actual throughput figure as of April 6, 2026, based on observable AIS-reported transits
across the major commercial vessel tracking platforms, is in the low double digits — eleven is the
working figure, though the true number varies by platform methodology and vessel-class filter.
Against a pre-war baseline of approximately 120 to 150 vessels per day, the order of magnitude
is what matters, not the second decimal. The maxis are celebrating a toll booth on a road that is
closed. That is not the whole story. The rest of it is more interesting, more dangerous, and more
forensically significant than the toll narrative itself.

The strait is closed

The numbers are not ambiguous. Since February 28, 2026, the Strait of Hormuz has been
effectively closed to most commercial shipping. By early March, Lloyd’s market war risk cover
for Hormuz transit was either withdrawn outright across key coverage lines or re-rated to levels
that made commercial transit uneconomic for most legitimate operators — hull, cargo, P&I, and
crew lines moved at different speeds and on different exclusion language, but the net effect was
uniform: without workable war risk cover, ship owners face unlimited liability for losses, making
transit commercially unviable regardless of physical risk tolerance. Maersk, MSC, Hapag-Lloyd,
and CMA CGM suspended operations. The world’s largest shipping operators made a rational
calculation and stopped.

What replaced open commercial navigation is a permission-based transit regime, selectively
enforced by the IRGC. It is not a toll system in any conventional sense. It is an access system in
which political alignment — not payment capacity — determines whether a vessel transits.

The countries reported or reasonably inferred to have secured some form of transit rights as of
early April 2026 — across a mix of diplomatic sourcing, maritime trade press, and observed flag
correlations on surviving transits — include: China, Russia, India, Iraq, Pakistan, Malaysia,
Thailand, the Philippines, France, and Japan. The list is composite rather than authoritative.
“Transit rights” here covers a spectrum from formal bilateral arrangement to tacit
non-interference to a single observed vessel of national flag passing without incident. The
forensic significance does not rest on any individual entry being a formal bilateral agreement —
it rests on the pattern: a selective-access regime whose inclusion criteria correlate with political
alignment rather than payment capacity.

No vessels with US or Israeli links have transited.
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This list is not a payment ledger. It is a geopolitical alignment map. Iran is not running a toll
booth. Iran is running a permission system based on diplomatic posture, with payment as a
secondary mechanism for vessels that fall outside the approved political categories. The forensic
implication is significant: the Bitcoin toll narrative fundamentally mischaracterises the nature of
the access regime. Iran is not selling passage. It is rationing it.

The maxis are celebrating a toll booth on a road that is closed. The real
story is the ships that did transit — what they were flagged, what their
transponders were doing, and whose identities they were broadcasting.

§03 — The AIS Problem
Dark Transits, Ghost Ships, and the Tradecraft of Evasion

The double-digit vessel count cited above requires qualification. It is a floor, not a ceiling. A field
investigation by Citrini Research — conducted by a field analyst physically present on Oman’s
Musandam Peninsula, observing vessel traffic by speedboat within the strait — produced a
qualitative finding specific to the Qeshm channel: tankers moving through four or five at a time
with transponders completely dark, with traffic accelerating in the days immediately before the
observation period. The Citrini finding is not a systematic underreporting percentage; it is a
ground-truth observation that the dark-transit volume in one specific channel is non-trivial and
accelerating. Cross-referenced against the confirmed AIS count of eleven and the Citrini
analyst’s estimate of roughly fifteen vessels per day actually moving, the implied underreporting
in that window is in the 25—-35% range — materially less than “half,” but high enough to change
the nature of the conclusion that can be drawn from AIS data alone. The order of the finding is
what matters. The analyst observed tankers with transponders completely dark — invisible to
every AIS-based tracking platform used by market participants, insurers, and regulators.

The vessels that are transiting without AIS are not experiencing technical difficulties. AIS is a
mandatory broadcast system under international maritime law for all commercial ships over
300 gross tonnes. Switching it off is a deliberate act. In a contested maritime zone under active
OFAC sanction conditions, it is an act with a specific and unambiguous legal character.

Going dark at Hormuz in April 2026 is not evasion of detection. It is the
detection. It is the signal.

Methodology disclosure — AIS vessel counts. The vessel counts cited in this section require
methodological transparency, because any forensic document that depends on AIS data has to
be explicit about what AIS can and cannot see. The "eleven vessels" figure for April 6, 2026 is
sourced to Windward AI maritime intelligence, cross-referenced against S&P Global Market
Intelligence reporting of approximately 21 tankers transiting between February 28 and
mid-March. The "120 to 150 vessels per day" pre-war baseline is the consensus figure across
Kpler, Lloyd's List Intelligence, and the Financial Times, and is also the figure cited on record by
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Hamid Hosseini. These are the observable counts — vessels that are broadcasting AIS
identification as required under SOLAS Chapter V for commercial ships over 300 gross tonnes.
AIS-based counts systematically undercount actual transits for three reasons: first, deliberate
transponder deactivation ("going dark"), which is illegal under international maritime law but
operationally routine in sanctioned trade; second, GPS spoofing, in which a vessel broadcasts a
false position while transiting a different location; and third, identity fraud, in which a vessel
broadcasts the identification of another vessel — sometimes a scrapped one, as documented in
§06. The Citrini Research field observation cited above is a qualitative ground-truth finding
specific to the Qeshm channel on one observation period, not a statistically characterised
underreporting rate. The implied 25-35% gap between observed AIS transits and the Citrini
analyst's estimate of actual traffic through that channel should be read as directionally
indicative, not definitive. What the reader should take from this: every AIS-derived count in this
document is a floor, not a ceiling. The true transit count is higher than the observable count by
an unknown but non-trivial margin. The forensic argument in this section does not depend on
the specific size of that margin — it depends on the margin existing at all, and on the tradecraft
used to create it being deliberate, documented, and scalable.

Additional manipulation techniques documented in the current crisis period include GPS
coordinate spoofing — broadcasting false position data while transiting a different location — and
identity fraud. One case from the open-source intelligence record warrants individual attention
and the methodological caveat that goes with it: a tanker reported as transiting on April 5, 2026
was broadcasting the identity of a Japanese-flagged LNG carrier that, on registry verification,
had been broken up and scrapped in 2025. The vessel whose identity was being broadcast does
not exist. The ship currently broadcasting it, on the available satellite imagery, is not an LNG
carrier — its dimensions place it in a different vessel class entirely. This is an OSINT finding, not
a confirmed forensic conclusion, and the primary attribution rests on the work of ship-tracking
researchers whose methodology can be replicated but whose specific IMO attribution the reader
should treat as indicative rather than court-ready. The pattern, however — dead registries,
spoofed identities, vessel-class mismatches — is not dependent on any single case. It is the shape
of the evasion tradecraft, and the specific case is an example of the shape, not the shape itself.

This is not the infrastructure of a legitimate toll payment system. This is the infrastructure of
systematic sanctions evasion, operating at industrial scale, in the open, on a public waterway.
Which means the Bitcoin toll narrative, whatever its headline utility to the maxi community, is
operating on top of a base layer of maritime tradecraft that has nothing to do with Bitcoin and
everything to do with the failure of the enforcement apparatus to extend into dark-transit
conditions.
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§04 — The Compliance Trap
What OFAC Exposure Actually Looks Like in the Transit Window

Here is the legal reality that every vessel operator, charterer, cargo owner, insurer, and financier
with any US nexus currently faces at Hormuz. It can be stated simply. Paying the Iranian toll —
in any asset, in any currency, through any mechanism — is a financial transmission to a
US-sanctioned entity. OFAC does not require the payor to be American. It requires a US nexus.
A US nexus exists through financing arrangements, insurance contracts, correspondent banking
relationships, flag state agreements, or port access in US-allied jurisdictions. Most major
commercial shipping operators have multiple US nexus points simultaneously.

The payment of a Hormuz toll to Iranian authorities is, for most legitimate Western operators, a
sanctions violation. Full stop. This is not a grey area. This is why the operators stopped. The
vessels that have not stopped — the eleven on AIS, and the estimated equivalent number running
dark — fall into a discrete set of categories.

¢ Iranian-flagged or Iranian-linked vessels. Exempt from the calculus by definition.
Iran’s own operators have continued normal movements throughout the crisis.
Approximately twenty Iranian vessels per day used Bandar Abbas throughout the closure
period.

e Sanctioned shadow fleet operators. Vessels already operating outside the
regulatory perimeter of the Western financial system. For these operators, a toll payment
to Iran represents incremental exposure, not a fundamental change in legal status. They
are already sanctioned. They are already dark. The toll is a cost of doing business.

e Diplomatically approved vessels from aligned states. Chinese and
Russian-linked vessels operating under the political permission regime described above.
Payment for these vessels — reportedly assessed in Chinese yuan by the IRGC, according
to Lloyd’s List — represents a state-to-state transaction that the US has limited
immediate enforcement reach over.

¢ The outliers. Any vessel from a nominally neutral or Western-adjacent jurisdiction that
transited and paid — or transited without paying, which represents a different violation —
constitutes the forensically interesting case. These operators made a calculation that the
economic cost of waiting exceeded the legal exposure of transiting. That calculation, and
its documentation on a public blockchain if payment was made in Bitcoin, is the story.

The ledger is public

This is the point that the compliance community has not yet fully absorbed, and that the Bitcoin
community has not thought through. If any legitimate Western-adjacent operator paid the
Hormuz toll in Bitcoin, the transaction is permanently recorded on a public ledger. The Iranian
wallet addresses are known or knowable — Hosseini described the process publicly to the
Financial Times. OFAC will add those addresses to the SDN list. Chain analytics firms will trace
every transaction forward from those addresses.

Paul Faulkner - paulfaulkner.com - Page 12



The Hormuz Precedent - Forensic Capital Intelligence - April 2026

The compliance exposure does not require the payor to have been identified in the original
transaction. It requires the payor to be identified at all. And the ledger does not expire.

A vessel operator who paid a Hormuz toll in Bitcoin in April 2026, believing the transaction to
be sufficiently obscured by the speed and pseudonymity of the payment window, may find
themselves the subject of a FinCEN or OFAC enforcement action in 2027 or 2028, when chain
analytics has traced the UTXO path to a regulated exchange withdrawal that carries their
identity. This is not hypothetical. This is the standard operating procedure of OFAC enforcement
in the crypto space, applied at a scale and with a political urgency that has not previously
existed.

The Bitcoin toll payment window was described as lasting seconds. The
OFAC enforcement window lasts years.

§05 — Bitcoin, Stablecoins, or Yuan
What Was Actually Paid

A further forensic observation that the Bitcoin narrative has obscured. Lloyd’s List — the
authoritative journal of the maritime industry — reported that payments were being assessed by
the Iranian Revolutionary Guards in Chinese yuan. Not Bitcoin. Not USDT. Yuan.

This is consistent with the broader pattern of Iranian sanctions evasion over the past decade,
which has relied heavily on yuan-denominated bilateral trade with China as the primary
mechanism for accessing hard currency outside the dollar system. It is also consistent with the
IRGC’s operational preference for instruments that are legible to their political allies and opaque
to their adversaries. Bitcoin is legible to everyone, including OFAC. Yuan transactions routed
through Chinese state-adjacent banking infrastructure are opaque to OFAC in a way that a
public blockchain is not.

The forensic picture at Hormuz is therefore not “Iran chooses Bitcoin over legacy finance.” It is
considerably more complex. Before presenting the three-source instrument comparison, the
reliability hierarchy matters, because institutional readers will — correctly — discount equally
weighted source tables. These four reports are not of equal evidentiary standing.

Tier Source Type This Event Evidentiary Weight

1 On-record sovereign / Financial Times — Hosseini, Highest. Intent-of-regime
official statement named, on the record evidence.

2 Industry-verified Lloyd’s List — maritime High. Operational reality
operational flows industry sourcing on IRGC evidence.

payment processing

3 Field intelligence / direct Citrini Research — analyst High. Ground-truth
observation physically present in the strait evidence, limited sample.
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4 Anonymous media sourcing | Bloomberg — unnamed sources | Medium. Indicative, not
on stablecoin rails determinative.

The hierarchy resolves a tension in the reporting. The on-record statement of intent (Tier 1)
specified Bitcoin. The operational reality reporting (Tier 2) specified yuan. Both can be true
simultaneously — and almost certainly are. Intent and operation are different evidentiary
categories, and the gap between them is itself the forensic finding. With the hierarchy explicit,
the instrument comparison reads correctly:

Source Instrument Reported
Bloomberg (anonymous sources) Stablecoins — USDT on Tron, USD1
Financial Times (Hosseini, on record) Bitcoin

Lloyd’s List (maritime industry sourcing) Chinese yuan

Three separate reports. Three separate instruments. None of them reconciled by the
commentary. All of them pointing to the same underlying reality: Iran is using whatever
settlement mechanism is available and appropriate to the specific counterparty and transaction
at hand. The instrument varies. The intent does not.

The forensic reader should treat the Bitcoin story as the headline-grabbing narrative layer of a
broader operational substrate in which multiple settlement rails are being operated
simultaneously by different parts of the Iranian apparatus for different counterparty classes.
Chinese vessels pay in yuan. Western-adjacent operators who transit anyway pay in Bitcoin.
Dark fleet operators who were already running in USDT continue to do so. Iran is not running a
toll booth. Iran is running a multi-rail settlement clearing operation, with Bitcoin as its
public-facing brand.
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§06 — The Ships Worth Naming
An Anomaly Catalogue

The maritime intelligence record for the crisis period documents a specific set of anomalous
transits that warrant individual forensic attention.

» Safeen Prestige. A Malta-flagged vessel struck during the initial closure period.

e The Pola. Switched off its AIS transponder and successfully transited. A deliberate,
documented act of going dark in a contested waterway.

e The zombie tanker. Reported as broadcasting the stolen identity of a scrapped
Japanese LNG carrier. Characterised in the open-source intelligence record as having
made two transits, on March 20 and April 5, disappearing from AIS tracking shortly after
each crossing. Dimensions on available satellite imagery do not match the LNG carrier
class the AIS identity claims. Indicative rather than forensically confirmed, but
methodologically consistent with the broader pattern of dead-registry spoofing
documented during the closure period.

e Ping Shun (IMO 9231901). A US-sanctioned aframax tanker reported as
broadcasting a false destination of Vadinar, India — which, if delivered, would have
represented the first delivery of Iranian oil to India in seven years. The vessel diverted
before reaching port. Destination spoofing at scale on a sanctioned vessel, consistent
with the broader dark-fleet tradecraft.

Of the eleven sanctioned dark fleet tankers tracked in the week prior to the ceasefire
announcement, nine avoided the English Channel. Seven were flagged with Sierra Leone. Three
with Cameroon. One with Panama.

The flag state distribution is the tell. Sierra Leone, Cameroon, and Panama are the flag states of
choice for vessels that need a flag and a registration number and nothing else. These are not
maritime nations operating a shipping registry for commercial reasons. They are regulatory
voids wearing a flag.

The Hormuz transit record for April 2026 is not a ledger of toll payments. It is a catalogue of
sanctions evasion tradecraft, documented in real time, by vessels that have calculated — correctly
— that the enforcement architecture cannot reach them in the transit window. The question is
whether it reaches them after.

Forensic conclusion to Part 1

The Bitcoin toll story is real. The instrument was specified. The mechanism was described. The
intent was stated. The throughput is not real. The $7.3 billion is a projection onto a closed strait.
The vessels transiting are not — in the main — paying Bitcoin tolls into wallets that are about to
appear on the OFAC SDN list. They are running dark, spoofing identities, flying flags of
convenience, and transiting under political permission arrangements that have nothing to do
with Bitcoin.
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The compliance horror story is not that Iran is collecting Bitcoin and will spend it on weapons. It
is that the toll architecture — where it was used — has created a permanent, public,
blockchain-documented record of every transaction that did occur. And that the enforcement
window for those transactions has not yet opened. When it does, the ledger will be waiting.

This ground truth does not weaken the precedent argument that follows. It strengthens it. The
$7.3 billion figure never mattered. What matters is that Iran demonstrated, publicly and at
scale, that a sovereign actor can specify a non-dollar, non-seizable settlement instrument for
transit through the world’s most strategically critical chokepoint — and the US enforcement
architecture could not prevent it in the payment window. The capability was proven. The
revenue is theatre. The capability is what the rest of the world saw. Part II explains why they will
not forget it.
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Part II — The Architecture That Broke

To understand what broke at Hormuz, it is necessary to understand what was built — and over
how long. The Bitcoin toll did not defeat a trading convention. It defeated a deliberately
constructed architecture of control, built across three decades, maintained through both
financial and kinetic means, and previously considered operationally inviolable. The precedent
is not the toll. The precedent is the public demonstration that the architecture contains a
structural edge case — one that cannot be patched with a software release, a SWIFT advisory, or
an OFAC notice. The patch required is a re-architecting of the enforcement model itself, and
architectural patches take years the system may not have.

A necessary constraint on the claim

Before the argument proceeds, an explicit boundary condition. This paper does not claim that
American financial hegemony has systemically collapsed. It claims something more precise and
more defensible: that a non-interdictable settlement edge case has been publicly demonstrated,
at sovereign scale, under specific conditions, in the world’s most strategically critical commodity
chokepoint. The significance is not that the architecture has failed everywhere. It is that the
architecture has failed somewhere — publicly, without consequence in the payment window —
and that the conditions under which that failure occurred are replicable, scalable, and now
visible to every sanctioned and semi-sanctioned actor on earth.

Part I established the bounded nature of the event: a closed strait, eleven observed vessels, a
permissioned access regime, and a multi-rail settlement substrate in which Bitcoin is the
public-facing brand rather than the dominant instrument. Part II generalises from that bounded
event under explicit constraints, not in spite of them. The distinction between a demonstrated
edge case and a generalised collapse matters. Institutional readers who conflate the two will
either overreact or dismiss. This paper is aimed at the third category: those who model the edge
case correctly and act on the conditions under which it scales.

§07 — What Was Built
The Architecture of Control

The post-war financial order was not an accident of markets. It was a deliberately constructed
architecture of control, assembled across three decades following Bretton Woods in 1944 and
consolidated through a pivotal bilateral agreement in 1974 between the United States and Saudi
Arabia. In exchange for military protection and American political support, Saudi Arabia agreed
to denominate all oil sales in US dollars and to recycle surplus revenues into US Treasury
instruments. Every other OPEC member followed. The petrodollar was born — and with it, the
structural compulsion for every oil-importing nation on earth to hold and transact in dollars.

This created a self-reinforcing system of extraordinary durability. Dollar demand was
perpetually guaranteed not by faith in American institutions, but by the operational necessity of
purchasing the commodity that industrial civilisation runs on. The United States, in turn, gained

Paul Faulkner - paulfaulkner.com - Page 17



The Hormuz Precedent - Forensic Capital Intelligence - April 2026

something no empire in history had previously possessed: the ability to fund its deficits through
the printing of currency that the world was structurally obligated to absorb.

The weapon that grew from this arrangement was not a missile. It was access. Access to the
dollar system became the precondition for participation in the global economy. Exclusion from
it became the most powerful non-military coercive tool in the history of international relations.

SWIFT - the Society for Worldwide Interbank Financial Telecommunication — became the
enforcement infrastructure. Founded in 1973 as a neutral messaging system for interbank
transfers, it gradually became the circulatory system of global trade. Its neutrality was an
illusion that served everyone’s purposes until it wasn’t. SWIFT exclusion became the opening
move of American sanctions architecture. Iran experienced it. Russia experienced it at
civilisational scale following 2022.

Asset freezes completed the toolkit. When Russia’s central bank reserves — approximately $300
billion — were frozen following the invasion of Ukraine, the message to every other sovereign
actor was unmistakable: the dollar system is not a neutral infrastructure. It is an instrument of
American foreign policy. Your reserves are not yours. They are collateral.

The body count of those who previously challenged this architecture is instructive. Muammar
Gaddafi proposed pricing Libyan oil in gold dinars in 2009. He was dead by 2011. Saddam
Hussein switched Iraqi oil sales from dollars to euros in November 2000. The invasion of Iraq
followed in 2003. Iran itself has spent four decades as the primary laboratory for the maximum
application of financial exclusion. None of these challenges succeeded. All were suppressed —
through financial isolation, regime destabilisation, or direct military force.

The pattern was consistent enough that it ceased to require articulation. The implicit message
governed behaviour. You may challenge American military supremacy at your extreme peril. You
may not challenge the financial architecture at all. April 8, 2026 changed that assumption. Not
gradually. Not ambiguously. Publicly, at scale, with a price ticker running in real time.

§08 — The Crack
Serial Dependency Analysis of a Capability Demonstration

The forensic question is not whether Iran bypassed sanctions. Iran has been bypassing sanctions
through various mechanisms for decades — shadow fleets, third-country intermediaries,
commodity barter arrangements. The question is what is structurally different about this
instance. The answer lies in the serial dependency conditions of the enforcement architecture —
and, critically, in distinguishing the surface at which enforcement actually operates from the
surface at which the demonstration occurred.

The surface question — and why the framing matters

A careful reader from the Treasury side will object to any framing that treats the settlement
window as the enforcement surface. The objection is correct. OFAC does not enforce at the
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moment of settlement. OFAC enforces at the off-ramp — months or years later, using chain
analysis, cluster designation, and regulated-exchange screening. This paper does not dispute
that. It argues something adjacent and more precise: that what was demonstrated at Hormuz is
a capability, not an enforcement failure in the conventional sense. The capability is specifying a
settlement instrument that the US cannot prevent from clearing in the payment window. The
enforcement surface — the off-ramp — remains fully live, and is the focus of Part III and the
monitoring framework in §14. The two claims are not in tension. They describe different phases
of the same event, on different clocks.

With that constraint explicit, the serial dependency analysis reads as follows.

Traditional sanctions evasion requires a series of intermediaries in the settlement phase itself,
each of which represents a point of exposure. A bank in a third country that processes Iranian
payments can be threatened, sanctioned, or shut down. A shipping company that moves Iranian
oil under a different flag can be identified, blacklisted, and denied port access globally. An
individual who facilitates a transaction can be arrested. Each link in the evasion chain has a
physical or institutional location, a jurisdiction, a vulnerability — and the enforcement
architecture was designed to act on those links in something close to real time.

The Bitcoin toll payment has none of these properties in the payment window itself. The
transaction occurs on a public ledger that no government controls. It is validated by a
distributed network that has no headquarters, no board of directors, no regulatory relationship
with any state. The settlement is final within minutes. There is no correspondent bank to
threaten at the moment of settlement. There is no clearinghouse to refuse the transaction at the
moment of settlement. There is no throat to choke at the moment of settlement. The off-ramp is
still reachable. The settlement moment is not. That distinction is the crack.

Previous challenges to petrodollar supremacy attacked the pricing
mechanism or the settlement currency. Iran’s Hormuz toll attacks
something more specific: the assumption that the enforcement

architecture can act in the settlement windouw itself.

The belief — until now operationally justified — was that financial exclusion was enforceable at
the point of transaction, in real time, by freezing the rails on which the transaction attempted to
clear. That belief is what kept compliant states compliant. It is what made the threat credible
without being exercised. The Hormuz event has demonstrated, under specific conditions and at
sovereign scale, that a settlement rail exists for which the in-window version of that belief does
not hold. That is a precise claim. It is not the claim that enforcement has collapsed. It is the
claim that the enforcement architecture has been pushed from a real-time defensive posture into
a delayed-retaliation posture — and that shift is itself the event.

The significance is not the $7.3 billion, which §02 already established is theatre. The significance
is the demonstration effect. Every sanctioned or semi-sanctioned sovereign actor on earth
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watched the in-window failure happen in real time. Russia. Venezuela. North Korea. Every
government that has felt the pressure of dollar exclusion and calculated whether the costs of
compliance or defiance are higher. The calculation just changed — not because Bitcoin appeared
(it has existed since 2009), and not because the off-ramp enforcement architecture has
weakened (it has not), but because a sovereign actor publicly specified, at scale, a multi-rail
settlement substrate in which the in-window enforcement surface is not reachable. §o5’s
multi-rail finding is the operational reality: Bitcoin is the public-facing brand of a settlement
substrate that also includes yuan and stablecoins, each selected for a different counterparty
class. The capability that was demonstrated is the coordination of that multi-rail substrate in the
transit window of the world’s most strategically critical commodity chokepoint.

The model has been proven. The precedent has been set. The replication risk is immediate —
bounded by the conditions specified above, but immediate within those conditions.
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§09 — The Maxi Trap
Why the Victory Lap is Premature

The Bitcoin community’s response to the Hormuz event was comprehensively predictable. Price
appreciation was treated as validation. The digital gold narrative was declared restored. The
maxi thesis — Bitcoin as sovereign, parallel, uncensorable money — appeared to have produced
its first real-world case study. This reading has a material problem. It mistakes the immediate
event for the end state. It observes the crack in the wall without modelling what comes through
it.

The first vulnerability is fungibility. Bitcoin operates on a public ledger. Every transaction is
permanently recorded and traceable to its origin address. The Office of Foreign Assets Control —
OFAC - has sanctioned individual Bitcoin wallet addresses since 2018, and as chain analysis
methodology has matured, enforcement has shifted from single-address designation to cluster
designation: identifying entire wallet networks controlled by a sanctioned entity through
behavioural clustering and transaction-graph analysis, then listing the cluster rather than the
individual addresses. The chain analytics firms — Chainalysis, Elliptic, TRM Labs — work directly
with Treasury and with regulated exchanges globally, and their clustering capability is materially
stronger than the individual-wallet framing under which most maxi commentary still operates.
This matters for the taint argument: the constraint is not that a few tainted coins will be
individually flagged at an exchange. The constraint is that the wallet network through which the
Iranian toll payments cleared will be identified as a cluster, at which point every satoshi in that
cluster becomes taint-flagged simultaneously, and downstream UTXO screening catches
exposure several hops deep.

A further grounding, carried forward from §05’s multi-rail finding: this section discusses the
fungibility vulnerability of the Bitcoin rail specifically because Bitcoin is the rail that was
publicly specified and is the rail whose ledger is fully observable. The yuan rail, reported by
Lloyd’s List as the operational settlement mechanism for politically aligned counterparties, has
its own vulnerabilities — all of them routed through Chinese state-adjacent banking
infrastructure, which is opaque to OFAC in a way Bitcoin is not. The fungibility argument is
therefore specific to the Bitcoin component of the multi-rail substrate. It is not the whole story
of the Hormuz settlement architecture. It is the part of the story that institutional Bitcoin
holders are exposed to.

Every Bitcoin that transited an Iranian Hormuz toll wallet is now, or will shortly be, tainted —
not because individual coins will be flagged, but because the wallet cluster through which those
transactions cleared will be designated, and every satoshi in that cluster inherits the designation.
This does not destroy the asset’s value. It constrains its liquidity through a narrower channel
than maxi commentary assumes. Any regulated exchange that knowingly processes tainted coins
faces sanctions exposure; post-cluster-designation, the ability to “knowingly” is reduced to a
question of whether the exchange ran the UTXO screening, not whether they recognised the
specific address. The on-ramp from Iranian Bitcoin to usable capital narrows to dark markets,
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peer-to-peer transactions, and transactions through states willing to absorb the regulatory risk.
Iran has built a war chest. It has also built a problem it did not fully solve — and the capability of
the tools available to solve the problem is visibly weaker than the capability of the tools available
to enforce against it.

Three layers of taint — a necessary distinction

Institutional readers will — correctly — object that the word “tainted” does a lot of work in the
preceding paragraph, and that conflating different categories of taint produces an argument that
is easy to dismiss at the margin. The objection is fair. The taint argument resolves cleanly into
three distinct layers, and the strength of the fungibility claim depends on which layer is being
invoked.

e Legal taint. A coin whose UTXO path passes through a sanctioned address carries, on
paper, a regulatory exposure for any downstream holder with a US nexus. This is the
narrowest and most defensible form of the claim. It is also the least immediately
consequential — OFAC enforcement historically requires intent, control, or wilful
blindness, and passive receipt of a tainted satoshi through ten intermediary wallets has
not previously been prosecuted.

¢ Economic taint. A coin that the market prices at a discount because market
participants — not regulators — fear compliance friction. This is the layer at which a
two-tier market emerges without any enforcement action actually being taken. It is
driven by exchange risk committees, custodian policies, and institutional allocators who
are unwilling to hold the legal tail risk, regardless of whether that tail risk ever
materialises. Economic taint can move faster and wider than legal taint, because it does
not require a regulator to act — only a compliance officer to decline.

¢ Practical liquidity impact. The actual observable constraint on converting tainted
coins into usable capital at scale. This is the layer the critic will demand evidence for, and
it is the layer at which the argument is most contingent on the post-Hormuz political
environment. Pre-Hormuz, practical liquidity impact on tainted coins was marginal —
chain analysis was imperfect, enforcement was selective, and dark-channel liquidity
absorbed most flows. Post-Hormuz, the political pressure to tighten the practical layer is
the variable this paper argues has changed.

The distinction matters because the fungibility argument does not require all three layers to fire
simultaneously. It requires any one of them to fire at sufficient scale. Legal taint without
economic or practical consequence is a compliance footnote. Economic taint without legal
underpinning is a market dislocation that resolves in weeks. Practical liquidity impact is the
layer at which the two-tier market becomes structural — and it is the layer at which the
institutional Bitcoin thesis has to be re-underwritten.

More significantly, Iran handed the United States a legal and political justification it did not
previously have — to attack Bitcoin’s fungibility at scale, systematically, with the full force of
Treasury architecture and global regulatory pressure.
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Gold is fungible. A bar of Iranian gold and a bar of Swiss gold are identical. No public ledger
records the provenance of every gram. Bitcoin has a public ledger recording every satoshi. That
asymmetry is the fundamental structural vulnerability that the Hormuz event has now made
politically urgent to exploit.

The victory lap may yet prove warranted. But those cheering it have not modelled what a
wounded empire does when it finally has both the motivation and the justification to move
against the protocol that humiliated it. History suggests the response will not be proportionate.

The Institutional Contagion Problem

There is a further dimension that the maxi community has not modelled and that institutional
allocators have not disclosed they are thinking about. It is the most operationally dangerous
implication of the Hormuz event.

Tainted Bitcoin does not stay in Iranian wallets. It moves. Through peer-to-peer transactions,
through dark market intermediaries, through chains of wallets across multiple jurisdictions.
Bitcoin’s assumed fungibility means those coins eventually surface in legitimate market
liquidity. They get sold. They get bought. They flow into ETF volumes, into corporate treasury
purchases, into sovereign wealth fund allocations.

Strategy (formerly MicroStrategy) is a publicly listed US company holding approximately
766,970 Bitcoin as of April 5, 2026, acquired at a total cost basis of approximately $58.02 billion
at an average entry of $75,644 per coin. If a forensic UTXO audit of their holdings traces a
portion back to Iranian Hormuz toll wallets — even through ten intermediary transactions — the
pre-Hormuz enforcement posture treats this as a compliance matter resolved through disclosure
and cooperation. The post-Hormuz enforcement posture this paper argues is now politically
possible treats it differently. The constructive-knowledge doctrine is already OFAC’s baseline
framework — this is not a legal change. What is variable is prosecutorial resource allocation:
which cases Treasury chooses to prioritise, at what level of the corporate structure, and against
which class of holder. The pre-Hormuz allocation treats passive institutional holders as a
compliance-outreach category. The post-Hormuz allocation this paper argues is now on the
table treats them as an enforcement target of first resort. The specific signal that the reallocation
is happening is not a statutory change or a new OFAC advisory. It is the first civil or criminal
enforcement action against a passive institutional holder — as distinct from an active facilitator —
for constructive-knowledge exposure to a sanctioned address. That has not previously occurred
at institutional scale. If it occurs now, the re-rating is live.

The response in that scenario is not a fine. It is a regulatory re-rating of passive institutional
UTXO exposure from tail risk to base case — and that re-rating, if it occurs, is an existential
event for the institutional Bitcoin thesis as it was constructed pre-Hormuz. The institutions that
legitimised Bitcoin — the ETFs, the corporate treasuries, the sovereign allocators — become the
mechanism through which the US regulatory apparatus asserts control over the fungibility of the
asset they purchased as pristine collateral. The re-rating is the forecast. Its probability is a
function of the political posture, not the legal text.
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The ledger that maxis celebrate as Bitcoin’s proof of transparency is, in this scenario, the
instrument used against them. Every tainted coin is traceable forward through every subsequent
transaction until it lands somewhere with a compliance department, a board of directors, and a
US regulator with jurisdiction.

One conditional worth flagging before the pull quote that closes this section. The
institutional contagion argument above depends on the post-Hormuz enforcement posture
running primarily through the financial off-ramp surface — Scenario Alpha in the framework of
§12. If the US response instead pivots to Scenario Epsilon, the maritime enforcement variant in
which vessels are interdicted physically rather than transactions being attacked on-chain, the
Alpha-dependent contagion argument weakens materially. Under Epsilon, the enforcement is
upstream of the institutional UTXO exposure: the vessel is captured before the payment ever
becomes a downstream compliance problem for Strategy, the ETFs, or any passive institutional
holder. The three-layer taint distinction introduced above still holds conceptually, but the
practical liquidity impact layer is less load-bearing under Epsilon than under Alpha, because the
enforcement apparatus is not routing through the exchange compliance surface at all. The
forensic implication is that the institutional Bitcoin thesis faces the largest regulatory re-rating
risk under Alpha, a moderate risk under the Alpha-Epsilon hybrid that is the operationally
plausible near-term state, and a lower risk under a pure Epsilon pivot. Reading §14's monitoring
framework correctly requires distinguishing the three states in real time — which is why the
framework has been extended with the Epsilon activation row and a corresponding
false-positive filter for routine freedom-of-navigation language.

Bitcoin’s ledger is public. So is the trail from Tehran to Michael Saylor’s
balance sheet.
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Part III — The Response and the Consequences

A superpower whose financial control architecture has been publicly defeated, which retains
overwhelming military supremacy, and which cannot apply that military supremacy to the
instrument that defeated it, is operating in a condition without historical precedent. Part III
models the response: where the US can apply pressure, what the capital flow consequences look
like, what the five plausible scenarios are, and why the civilisational question matters more than
the price chart.

§10 — The Empire Responds
No Throat to Choke

Every previous challenge to petrodollar hegemony had a physical address. Gaddafi had a
compound in Tripoli. Saddam had a presidential palace. The Euro has a central bank in
Frankfurt. BRICS has member states with embassies, ambassadors, and territorial jurisdictions.
The Bitcoin protocol has none of these things.

This is the problem that has no historical precedent. A superpower whose financial control
architecture has been publicly defeated, which retains overwhelming military supremacy, and
which cannot apply that military supremacy to the instrument that defeated it. The available
targets are not the protocol. They are the infrastructure through which humans interact with it.

* Exchanges and on-ramps. The regulated exchange layer is the most vulnerable point
in the Bitcoin ecosystem and the most actionable target for Treasury. Forcing global
exchanges to implement systematic UTXO screening — rejecting any coin with a
traceable path through flagged wallets — would significantly impair the utility of tainted
Iranian holdings. The precedent exists. The political will to expand it has now been
generated.

e Mining infrastructure. Bitcoin miners have physical locations. They consume
industrial quantities of electricity. They have identifiable owners and jurisdictions.
Regulatory pressure on mining pools to censor transactions involving flagged addresses
represents a more aggressive intervention, but one that is technically achievable. The US
currently hosts significant mining capacity. That leverage is available.

¢ Criminalisation architecture. Classifying the knowing facilitation of Bitcoin
transactions for sanctioned entities as a federal crime — which is arguably already the
case under existing OFAC frameworks — and aggressively prosecuting at the individual
level. This does not kill the protocol. It makes interaction with tainted coins a personal
legal risk for every operator in every jurisdiction with a US extradition treaty.

¢ Infrastructure intervention. The most extreme scenario. Targeting the internet
infrastructure, electricity supply, or physical hardware of mining operations in hostile or
semi-hostile jurisdictions. This moves from financial regulation into conventional
military and intelligence operations. It is not unprecedented in kind — only in target.
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The escalation pattern

The historical pattern is not reassuring. The United States has never absorbed a public,
sovereign-scale defeat of its financial control architecture without a response that exceeded the
proportionality of the original provocation. The question is not whether a response is coming.
The question is whether Bitcoin’s decentralised architecture is genuinely resilient enough to
survive a determined, resourced, multi-vector attack from the most capable intelligence and
financial apparatus in human history. That question has never been tested at this level. It is
about to be.

§11 — Capital Flow Consequences
What the Model Tells Us

Setting aside the ideological dimensions — which generate heat but rarely light — the forensic
capital flow implications of the Hormuz Precedent can be modelled across several dependency
chains.

¢ Dollar reserve demand. The petrodollar compulsion — the structural necessity of
holding dollars to purchase oil — was always the floor under dollar reserve demand
globally. If oil can be purchased or transacted through an alternative settlement layer at
scale, the structural argument for holding dollar reserves weakens. This does not happen
quickly. The dollar’s network effects and the depth of US Treasury markets ensure its
dominance is not threatened in the near term. But the direction of the force has changed.
The observable to watch is not a price chart. It is the quarterly IMF COFER (Currency
Composition of Official Foreign Exchange Reserves) release, tracked against two
leading-indicator series: foreign holdings of US Treasuries in the TIC (Treasury
International Capital) data, and the velocity of allocated gold movements out of LBMA
London vaults into Singapore freeport and Swiss private custody. The COFER number
moves slowly; the velocity indicators move fast. A divergence between the two — stable
COFER against accelerating gold velocity — is the early signal that sovereign actors are
rebalancing out of the dollar system without publicly declaring it. That is the metric the
Hormuz Precedent has moved, and it is the one this paper’s monitoring framework
tracks in §14.

¢ Institutional Bitcoin exposure. The Hormuz event simultaneously strengthens the
investment case for Bitcoin and increases the regulatory risk premium attached to
holding it. Institutional allocators must now model a scenario in which US prosecutorial
priority shifts from active facilitators to passive institutional holders (see §09). That
scenario was theoretical before April 8. It is no longer theoretical, though it remains
contingent on the prosecutorial signal named in §09 and tracked in §14.

e Oil price mechanisms. If Hormuz settlement payments in any non-dollar instrument
become a sustained feature of global oil trade, the knock-on effects on oil pricing
mechanisms are non-trivial in principle but marginal in practice at current observed
scale. The basis risk from non-dollar-cleared crude is already absorbed by existing
multi-currency hedging infrastructure at volumes one to two orders of magnitude above
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what has been observed at Hormuz. The relevant threshold is the point at which
non-dollar-cleared crude exceeds roughly five percent of daily global throughput on a
sustained basis — at that level, the hedging infrastructure of the dollar-denominated
energy complex starts absorbing genuinely new risk it was not designed for. We are not
close to that threshold today. The Hormuz Precedent does not change that in the near
term. It changes whether the threshold is reachable at all, and on what timeline.

Contagion to other sanctioned actors — a two-path analysis. The paper’s critical
contagion vector is Russia, whose shadow fleet oil trade is in the 1.5-to-2
million-barrel-per-day range. But the Russia question requires decomposition into two
distinct paths that are not of equal probability or equal consequence. Path A — Bitcoin as
a signalling instrument for specific, politically-motivated Russian transactions — is
moderately probable within twelve months and relatively low in systemic significance.
Russia has already used non-dollar rails (yuan, rupee, dirham) for its working settlement
flows since 2022; those rails have the liquidity profile and operational settlement finality
that Bitcoin does not. A Bitcoin transaction would be a political statement, not an
operational rail. Path B — Bitcoin as a structural settlement rail for Russian oil at scale —
is materially less probable, because Bitcoin’s volatility, slippage, and liquidity profile at
1.5-million-barrel-per-day scale are actively hostile to the operational needs of the trade.
The paper treats these paths as distinct because conflating them overstates the
probability of the high-consequence outcome. Path A is likely and low-impact. Path B is
unlikely and high-impact. The monitoring framework in §14 separates them.

Variable

Hormuz permissioned-access regime sustained

OFAC cluster designation — Iranian toll wallet network
Russian Bitcoin — Path A (signalling instrument)
Russian Bitcoin — Path B (structural rail at scale)

US enforcement action against passive institutional
holder

Dollar reserve demand — structural decline begins

Probability-weighted BTC regulatory re-rating event
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Assessment

High probability

Certain / expected in weeks, not months
Moderate / 6—12 months

Low / 24+ months, contingent

Elevated / 6—18 months

Low near-term; observable via COFER +
gold velocity divergence

Elevated
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8§12 — The Five Futures

Scenarios for What Comes Next

Scenario Alpha — Fungibility Poisoned, Protocol Survives

The United States moves aggressively against Bitcoin fungibility through coordinated regulatory
action across allied jurisdictions. Tainted coin tracking becomes standard exchange
infrastructure globally. Iranian and subsequently Russian Bitcoin holdings face severe liquidity
constraints. Bitcoin survives as a parallel asset but with a two-tier market — clean coins trading
at premium, tainted coins moving through dark channels at discount. The maxi thesis survives
in theory. In practice, the asset has been partially domesticated into the regulatory architecture
it claimed to be immune from. This is the most likely near-term outcome.

Scenario Beta — Military Escalation, Bitcoin as Collateral

The Hormuz Precedent is treated as an act of financial warfare and becomes justification for
escalatory action — against Iran directly, against states that adopt Bitcoin settlement for
sanctioned trade, or against the infrastructure of the protocol itself. Bitcoin becomes collateral
damage in a conflict about financial architecture. This scenario carries the highest near-term
volatility for the asset and the highest systemic risk for global financial markets.

Scenario Epsilon — Maritime Enforcement Without On-Chain Action

The United States abandons the financial surface as the primary enforcement vector and pivots
to physical interdiction of vessels suspected of having transited Hormuz under the Iranian
permission regime, regardless of the settlement instrument used. Naval assets under CENTCOM
authorisation board, divert, or in the extreme case disable vessels whose transit is deemed to
have materially aided the sanctioned regime. The legal predicate is not sanctions enforcement —
it is freedom of navigation under UNCLOS, which Iran has already breached by denying transit
to US-allied shipping. The political framing is maritime security, not financial policing, and the
Bitcoin-specific dimension drops out of the enforcement question entirely. What matters is
whether the vessel transited, not what instrument it paid in. The significance of this path is that
it decouples Bitcoin’s expected value from the enforcement action: the pressure described in §09
on passive institutional holders weakens, because the enforcement is capturing the vessel
upstream of any downstream UTXO exposure problem. Epsilon does not replace Alpha — it runs
in parallel with it, and the operationally plausible near-term state is a hybrid: Alpha
enforcement on the financial surface, Epsilon enforcement on the maritime surface, Beta held in
reserve as the escalation option if either fails to deliver observable results within a political
timeline. The tail risk specific to Epsilon is kinetic escalation — a boarding incident involving a
Chinese-flagged, Russian-flagged, or politically sensitive vessel that escalates beyond the
original enforcement intent. The historical referent every maritime analyst will reach for is the
1988 USS Vincennes incident. The political consequences of a similar incident in 2026, under
live satellite coverage and with the counterparty being a nuclear-armed state rather than a
regional adversary, are materially larger than anything contemplated in Alpha or Beta. The
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joint-patrol statement that brought this path into the open moved probability mass toward
Epsilon without removing it from Alpha, which means the monitoring framework in §14 has to
observe both surfaces simultaneously.

Scenario Gamma — Multipolar Acceleration

The Hormuz Precedent accelerates existing multipolar currency infrastructure — BRICS
settlement systems, digital yuan internationalisation, bilateral trade agreements denominated
outside the dollar. Bitcoin sits alongside these developments as a neutral settlement layer
between adversarial blocs that trust neither the dollar nor each other’s currencies. This scenario
represents the most significant long-term structural shift in global financial architecture since
Bretton Woods.

Scenario Delta — The Protocol Wins

All regulatory and geopolitical responses fail to meaningfully constrain Bitcoin’s function as
sovereign settlement infrastructure. Adoption by sanctioned and semi-sanctioned actors
accelerates beyond the capacity of any enforcement architecture to address. The petrodollar
system loses its compulsory character. Dollar reserve demand declines structurally. This is the
scenario the Bitcoin maxi community is celebrating. It is also, if it occurs, the most destabilising
outcome for global financial stability since the collapse of Bretton Woods — and possibly since
1914. An empire that loses financial control while retaining military supremacy is not a stable
condition. History has no reassuring examples of how it resolves.

§13 — The Civilisational Question
Two Pillars and What Happens When One Cracks

American global supremacy since 1945 has rested on two mutually reinforcing pillars. Military
supremacy — the capacity to project lethal force anywhere on earth, at any time, faster and more
precisely than any rival or coalition of rivals. And financial control — the ability to include or
exclude any actor from the global economic system through the management of dollar access
and the weaponisation of financial infrastructure.

The reason these pillars have been so durable is precisely their mutual reinforcement. Military
supremacy is expensive. It requires the ability to fund deficits at scale and at low cost — made
possible by the structural global demand for dollars generated by financial control. Financial
control, in turn, requires that the ultimate backstop — the military option — is credible and has
been demonstrated. The two pillars do not merely coexist. Each is the condition of possibility for
the other.

Iran demonstrated on April 8 that these pillars can be separated. You can be excluded from the
dollar system and still transact at scale for the world’s most important commodity through a
protocol that military force cannot meaningfully target. The mutual reinforcement of the two
pillars has a gap in it. And unlike every previous challenge to financial hegemony, the
instrument that created the gap has no physical address, no CEO, and no jurisdiction.
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A superpower that retains military supremacy but loses the credibility of its financial control
architecture is not a stable condition. It is an unstable one. The danger is not decline. The
danger is the character of the response to decline.

The historical record of great powers responding to the loss of previously absolute leverage is
not encouraging. The response tends not to be graceful adaptation. It tends to be an escalation
of the remaining instruments of power — precisely because the lost instrument was so central to
the identity and operational model of the power in question.

This is the question that nobody is asking. Not because it is obscure, but because it sits at the
uncomfortable intersection of Bitcoin — which the financial establishment does not take
seriously as a geopolitical instrument — and geopolitics — which the Bitcoin community does not
model with adequate rigour.

The Hormuz Precedent did not answer this question. It posed it. For the first time, at scale, in
public, with consequences that are only beginning to compound. The analysts who will be most
valuable in the period ahead are not those who can explain the Bitcoin protocol, nor those who
can explain US foreign policy. They are those who can hold both simultaneously and model the
interaction between them as the situation develops.

That is the work this note is the beginning of.
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Part IV — Trajectory and Model

The analysis above establishes that the Hormuz Precedent is a condition, not an event. It is a
permanent alteration of the geopolitical terrain. The question for capital allocators and policy
principals is not what happened, but what to watch next to determine which of the five scenarios
is materialising. Part IV provides the monitoring framework and references the underlying
forensic capital model.

§14 — The Trajectory
90-Day Monitoring Framework and Strategic Posture
The following monitoring framework is designed to cut through the noise of price action and

crypto-twitter narrative to focus on the control surfaces that will dictate the outcome.

I. The Three-Week Window: Taint and Treasury

The immediate technical focus is on-chain surveillance. The Iranian wallets used for the Hormuz
toll are known. The next three weeks will reveal the character of the US response.

Watchpoint Signal Confidence Interpretation

OFAC Cluster Treasury lists the Iranian High Baseline expected within

Designation Hormuz toll wallet network weeks. Cluster designation is
as a designated address materially more powerful
cluster, not as individual than single-address listing —
wallets every satoshi in the cluster

becomes taint-flagged
simultaneously, and
downstream UTXO
screening catches exposure
several hops deep.

Exchange Three or more major venues | Medium-High Scenario Alpha

Compliance (Coinbase, Binance, Kraken) strengthening. Liquidity for

Posture issue coordinated statements cluster-tainted coins drops
on enhanced UTXO cluster immediately. Expect
screening within a two-week premium for clean Bitcoin. A
window single-exchange action in

isolation does not count.

Treasury Guidance | FinCEN advisory referencing | Medium Regulatory fuse lit. A generic

— Named Advisory | a specific Iranian wallet advisory reiterating existing
cluster, vessel, or guidance is noise; the signal
counterparty by name, is specificity of reference.
explicitly equating

unlicensed transmission
with material support
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First First civil or criminal Medium-Low The §09 prosecutorial
Passive-Holder enforcement action againsta | in window, but | re-rating signal. This is the
Enforcement passive institutional holder — | high-significan | single most important data
not an active facilitator — for | ce when it fires | point the framework tracks,
constructive-knowledge and its absence in 30 days
exposure to a designated does not invalidate the thesis
cluster — its appearance in 30 days
accelerates it.
CENTCOM A rules-of-engagement Medium, rising = Scenario Epsilon activation.
Maritime memo, a CENTCOM to High if the The enforcement apparatus
Enforcement operational order, or a joint-patrol has pivoted from the
Authorisation public statement referencing | language financial surface to the
boarding authority, cargo operationalises | maritime surface. The §09

inspection authority, or
vessel diversion authority for
Hormuz transit enforcement
— with specificity about
which vessel classes or flag
states are in scope

Alpha-dependent
institutional contagion
argument weakens in
proportion to the tempo of
maritime interdiction. Watch
for the first boarding

incident and the political
narrative that forms around
it.

False-positive conditions — three-week window

Individual-address listing without cluster framing. A 2019-era single-address
SDN update is administrative housekeeping, not operational posture. The signal is
cluster-level designation language in the Treasury press release, not the raw address list.

Single-exchange screening announcement. One exchange tightening UTXO
screening in isolation is a compliance-department action, not a coordinated regulatory
move. Requires three or more major venues within a two-week window to count.

Generic FinCEN advisory. An advisory that reiterates existing guidance without
naming a specific wallet, cluster, vessel, or counterparty is noise. The signal is specificity.

Routine freedom-of-navigation patrol language. FON operations are standard US
Navy posture in the Strait of Hormuz and predate the current crisis by decades. The
signal is not patrol activity — it is specificity about enforcement authority. A statement
referencing "freedom of navigation" without naming boarding, inspection, or diversion
authority is routine posture and should not be read as Epsilon activation. Similarly,
CENTCOM exercise announcements and standard rotational deployments are noise. The
signal is authority language, not asset presence.

Enforcement action against active facilitator. Criminal cases against OTC desks,
mixing services, or P2P operators do not count as the §09 re-rating signal. They are
consistent with the pre-Hormuz enforcement posture. The signal is specifically against a
passive institutional holder — someone who simply held coins that turned out to be
cluster-tainted downstream.
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The absence of any of these five signals in the first 30 days would be the more significant read. It
would suggest internal US government paralysis — or a decision to treat this as a military and
intelligence problem rather than a financial one.

II. The Six-Month Horizon: The Russian Mirror

The most critical contagion vector is not Iran. It is the Russian Federation’s shadow fleet. Iran
has proven the concept. Russia has the industrial scale to break it.

Watchpoint Signal Confiden @ Interpretation
ce
Russia — Path A Single documented Medium Expected within 6—12 months.
(signalling) BTC-denominated transaction Low systemic significance by
for a politically-specific Russian itself; significance is in the
oil cargo; likely framed as a precedent, not the volume.
diplomatic or retaliatory
statement rather than
operational adoption
Russia — Path B Documented multi-cargo, Low Unlikely within 24 months
(structural rail) multi-counterparty BTC due to liquidity and slippage
settlement execution across a constraints. Would represent
full calendar quarter for systemic shift. Scenario
Russian shadow fleet flows Gamma trigger.
BRICS Pay — Not a summit communiqué, but | Low Systemic shift. Bitcoin
Operational a named pilot, a named becomes the neutral bridge
Commitment instrument, and a named asset between non-convertible
counterparty in BRICS NDB currencies.
blockchain settlement
infrastructure for energy
exports
US Naval Posture Deployment outside published Medium Scenario Beta warning. The
(Baltic / Arctic) USCG/NATO rotation with US cannot choke the code. It

stated maritime security
rationale tied specifically to
shadow fleet activity

False-positive conditions — six-month horizon

will revert to choking the
geography of the shadow fleet.

¢ Russian pilot-programme noise. Sovcomflot has tested multiple non-dollar
settlement rails since 2022. A single pilot disclosure indicates Path A, not Path B. Do not
conflate the two. Requires documented multi-cargo, multi-counterparty execution over
at least a calendar quarter to count as a Path B signal.

¢ BRICS rhetorical commitments. BRICS summit communiqués routinely contain
language about alternative settlement infrastructure. These are position statements, not
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operational commitments. The signal is a named pilot, a named instrument, and a
named counterparty — not a joint declaration.

¢ Routine naval rotations misread as posture. USCG and NATO assets move
through the Baltic and Arctic on standard rotational schedules. The signal is a
deployment outside the published rotation, with a stated maritime security rationale tied
specifically to shadow fleet activity.

e Path A signals read as Path B confirmation. The single most common analytical
error the framework is designed to prevent. A Russian politically-motivated Bitcoin
transaction is not evidence that Russia is adopting Bitcoin as its structural settlement
rail. It is evidence that Russia is signalling. The paper treats these as distinct — the reader
should too.

III. The Civilisational Horizon: Gold vs. Code

The deeper structural question raised in §13 — what does a wounded empire do — suggests a
re-rating of physical gold relative to digital gold. The argument for Bitcoin is censorship
resistance. The argument for gold is jurisdictional finality. A bar of gold in a Zurich vault or a
Singapore freeport has no ledger. It has no OFAC-traceable provenance. In a world where the
US moves aggressively against Bitcoin fungibility, the marginal demand for allocated,
non-custodial gold outside G7 jurisdiction increases materially.

Our proprietary tracking of allocated gold flows indicates early-stage acceleration of movement
from London LBMA vaults to Singapore Le Freeport and Swiss private custody. This is a
multi-year structural trend. What has changed in Q2 2026 is the velocity. That velocity is the
tell. It is the signal of sovereign actors who have read the Hormuz Precedent correctly and are
drawing the same conclusion this note draws — that the entire Western ledger system, fiat and
crypto alike, is now a geopolitical instrument rather than a neutral infrastructure. Physical gold
outside G7 jurisdiction has no ledger. It has no OFAC exposure. It has no compliance
department. For a certain class of sovereign capital, that is no longer a preference. It is a
requirement. We are monitoring this flow as a leading indicator for the pace of Scenario Gamma
materialisation.

Monitoring trigger events
This document will be updated on the occurrence of any of the following trigger events:

« First OFAC SDN listing of a specific Hormuz toll wallet address.
« First enforcement action against a vessel operator for toll payment — in any instrument.

« Confirmation or denial of yuan-denominated IRGC payment processing through Chinese
banking infrastructure.

« Verified Russian sovereign adoption of the Bitcoin settlement model.
« AKkinetic incident at a choke point involving a vessel attempting Bitcoin settlement.

« Citrini Research or equivalent field intelligence update on actual vs AIS-reported
throughput.
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Conclusion of trajectory analysis

The Hormuz Precedent is a permanent degradation of the dollar system’s implied warranty. It
cannot be fixed with a software patch or a SWIFT advisory. The required fix is architectural, and
architectural fixes take years. The next phase will not be defined by Bitcoin’s price chart, but by
the legal and kinetic friction applied to the on/off ramps — and by the speed at which sovereign
actors who have read this correctly reallocate out of the ledgered asset system entirely.

The question nobody is asking is the only one that matters. What does a
wounded empire do when it cannot find the throat?
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§15 — The Private Model
For Institutions That Cannot Afford to Be Wrong

This note is the public surface of a deeper body of work. The forensic capital model underlying
this analysis — developed over fifteen years, stress-tested against over one hundred credentialed
institutional participants, and built from 240 pages of serial dependency conditions, capital flow
mapping, and break-condition matrices — is not published here. It is not available on request. It
is available to institutions and principals for whom the cost of being wrong exceeds the cost of
knowing.

What this note has done is establish the terrain. The Hormuz Precedent has created a specific,
measurable, time-sensitive set of conditions that will resolve into one of five scenarios within a
definable window. The private model provides what this note does not: the probability-weighted
expected outcomes across each scenario; the specific capital flow consequences for
dollar-denominated assets, Bitcoin, allocated gold, and energy derivatives under each path; the
serial dependency conditions — the precise sequence of events that must occur, in order, for each
scenario to materialise; the break conditions — the points at which a scenario that appears to be
developing reverses; and the monitoring triggers — the specific, observable signals that indicate
a transition between scenarios in real time.

The model is not a prediction. It is a decision architecture. It is built for principals who need to
act before the consensus forms — because by the time the consensus forms, the move has already
happened.

The probability-weighted expected value of Bitcoin under current
conditions sits at $260,000. The mechanical probability ceiling is
10—-15%. At current spot prices of approximately $72,000, Bitcoin
represents roughly 28 cents on the dollar against that EV — the
unrealised 72 cents is what the model is pricing. That gap is the work the
model does.

The number is not a forecast. It is the probability-weighted expected outcome across a serial
dependency structure of thirteen conditions, each of which must satisfy in sequence for the
upside scenario to resolve. The 10-15% mechanical ceiling is the joint probability of the serial
structure clearing under current monitoring-trigger observations. The gap between the
mechanical ceiling and the expected value is the geometry of the distribution: a narrow set of
paths with extreme positive outcomes, embedded in a much wider set of paths that do not clear
the serial structure at all. The model prices both. Most public Bitcoin forecasts price only the
upside tail and call it conviction. The work the model does is pricing the tail that does not clear —
and showing the reader exactly which condition is most likely to break.

An institutional reader is entitled to ask what sits behind that number. The full break matrix is
not publishable — the value of the model lives in the combinatorics of thirteen serial dependency
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conditions, and exposing the matrix defeats its purpose. But one dependency condition can be
named without compromising the architecture, and naming one does the work of establishing
that the number is an output, not an assertion. The $260,000 figure is conditional on the US
regulatory response to Hormuz remaining within the Scenario Alpha envelope -
fungibility-constraining enforcement action that attacks tainted-coin liquidity through the
on/off-ramp surface without directly attacking protocol-level infrastructure or criminalising P2P
facilitation at the individual level. If the response escalates into Scenario Beta (kinetic action
against protocol infrastructure or against states adopting the settlement model), the $260,000
expected value breaks downward and the variance widens sharply. If the response collapses into
Scenario Delta (failure to constrain fungibility at all), the ceiling moves upward and the
probability mass redistributes. The other twelve dependency conditions — covering Russian
adoption path, exchange compliance tempo, mining jurisdiction posture, allocated gold velocity,
and eight further variables — each carry their own break thresholds. The full matrix is what the
model provides that this note does not. The number is the output of the matrix, not a forecast
imposed on it.

The Hormuz Precedent has not changed the model. It has accelerated its timeline and sharpened
its break conditions. A revised client briefing incorporating the full scenario analysis will be
circulated within 14 days. If you are reading this note and you are not already a client, the
question is whether the cost of that 14-day gap is acceptable. It may not be.

Access the model:
paulfaulkner.com/show-me-the-model
Institutional enquiries:
contact@paulfaulkner.com

Substack:

faulknerp.substack.com

© 2026 Paul Faulkner / The Rogue Protocol / Forensic Capital Intelligence. All rights reserved. This document may
be shared freely in full and without alteration. Reproduction of excerpts requires attribution. Nothing herein
constitutes financial, legal, or investment advice.

Correspondence: Paul Faulkner / contact@paulfaulkner.com
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Appendix A — Sources and Attributions

This whitepaper draws on public reporting, maritime intelligence, on-chain data, and primary
disclosures current as of April 11, 2026. The sources below are organised by the section in which
each claim appears. Where a claim rests on multiple sources, the tiering framework introduced
in §05 applies: Tier 1 (on-record sovereign or official statement), Tier 2 (industry-verified
operational flows), Tier 3 (field intelligence or direct observation), Tier 4 (anonymous media
sourcing).

§o1 — The Event. The April 8, 2026 Financial Times report carrying Hamid Hosseini's on-record
statement, in his capacity as spokesperson for Iran's Oil, Gas and Petrochemical Products
Exporters' Union, is the Tier 1 source for the toll mechanism and the Bitcoin settlement
specification. The Bloomberg report citing anonymous sources on stablecoin rails (USDT on
Tron, USD1) is Tier 4 and carries the instrument-specification discrepancy discussed in the
body. Pre-war throughput figures (~20 million barrels/day, 120-150 vessels/day) are drawn
from the Congressional Research Service Iran briefing, Dallas Federal Reserve analysis, and
consensus industry sources. Bitcoin price references at announcement and post-confirmation
are drawn from spot data on the day of the Hosseini FT report.

§02 — The Toll Nobody Is Paying. Strait closure timeline from February 28, 2026 (Operation
Epic Fury) sourced to the Congressional Research Service Iran briefing and the Dallas Fed
analysis. The tiered war risk insurance withdrawal (hull, cargo, P&I, crew) is sourced to Lloyd's
market reporting through early March 2026. The country transit-rights list is composite, drawn
from the Time magazine April 7, 2026 analysis and Financial Times reporting, and is explicitly
hedged in the body as indicative rather than authoritative. ADNOC CEO Sultan Ahmed Al
Jaber's public statements on the restricted-access regime are sourced to CNBC reporting of April
9, 2026.

§03 — The AIS Problem. The eleven-vessel AIS count for April 6, 2026 is sourced to Windward
AI maritime intelligence. The 21-tanker cumulative count from February 28 to mid-March is
sourced to S&P Global Market Intelligence. The Citrini Research field observation is sourced to
CitriniResearch's published field note, corroborated by CNBC coverage of the investigation, and
is explicitly scoped to the Qeshm channel on a specific observation period. The methodological
disclosure above governs how all AIS-derived counts in this document should be read.

§04 — The Compliance Trap. OFAC sanctions framework and constructive-knowledge doctrine
are sourced to OFAC's published enforcement guidance and historical enforcement actions
dating to the 2018 sanctioning of Iranian Bitcoin wallets. No specific Hormuz toll enforcement
action has been taken at the time of writing.

§05 — Bitcoin, Stablecoins, or Yuan. Lloyd's List reporting on IRGC payment processing in
Chinese yuan routed through Kunlun Bank via CIPS is the Tier 2 source. The four-tier source
reliability hierarchy presented in this section is the paper's own analytical framework.

§06 — The Ships Worth Naming. Safeen Prestige (Malta-flagged) strike, The Pola dark transit,
the zombie tanker incidents of March 20 and April 5 (2026), and the Ping Shun (IMO 9231901)
Vadinar diversion are all sourced to Windward AI maritime intelligence tracking, with the
zombie tanker finding explicitly characterised as an OSINT conclusion rather than a court-ready
forensic attribution. Flag state distribution statistics for the eleven sanctioned dark fleet tankers
are sourced to Lloyd's List Intelligence.
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§07-08 — The Architecture of Control and The Crack. Historical petrodollar framework sourced
to Daniel Yergin, The Prize, and David Spiro, The Hidden Hand of American Hegemony. 1974
US-Saudi bilateral agreement and the SWIFT enforcement history are mainstream economic
history. The 2022 Russian central bank reserve freeze (~$300bn) is public record.

§09 — The Maxi Trap. Strategy (formerly MicroStrategy) Bitcoin holdings of 766,970 BTC at an
approximate cost basis of $58.02 billion and average entry of $75,644 per coin are sourced to
Strategy's April 5, 2026 corporate disclosure. OFAC wallet sanctioning dating to 2018 is public
enforcement record. Chain analytics firm capabilities (Chainalysis, Elliptic, TRM Labs) are
drawn from public industry reporting on cluster designation methodology and behavioural
clustering techniques current as of 2024-2026.

§10-11 — The Empire Responds and Capital Flow Consequences. Regulatory intervention
vectors are the paper's own analytical framework. IMF COFER dataset,
LBMA-to-Singapore/Swiss allocated gold flow tracking, and ten-year US Treasury foreign
holdings are public datasets named as observables but not quantitatively cited in the body.

§12-13 — The Five Futures and The Civilisational Question. These sections are analytical
framework, not factual claims. No external sourcing is required or implied.

§14-15 — The Trajectory and The Private Model. Monitoring framework watchpoints are the
paper's own analytical construct. Strategy's private forensic capital model, including the
$260,000 probability-weighted expected value and the thirteen serial dependency conditions
referenced in §15, is proprietary intellectual property of the author and is not publicly sourced.

A note on verifiability. This appendix names the sources the author has relied on. It does not
claim that every source is perfectly accurate or that every attribution would survive a hostile
forensic review at the level of a government intelligence agency with direct access to classified
maritime intelligence, on-chain surveillance capabilities, and intercepted communications. The
document is intended to be forensically defensible against public-source review. Readers who
require a higher standard of verification than public-source review can provide are directed to
commission their own intelligence assessment through appropriate channels.
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ADDENDUM — APRIL 12, 2026
THE HORMUZ PRECEDENT

Scenario Epsilon Activation, the Blockade Declaration, and the Instrument-Agnostic
Interdiction Order

Scope. This addendum updates The Hormuz Precedent (Paul Faulkner, April 2026) in light of events
between April 9 and April 12, 2026. It does not revise the body of that document. It records the
activation of monitoring signals defined in §14, updates the scenario weighting in §12, and draws out
the specific consequences for the §09 institutional contagion argument. The forensic analysis in the
original document holds and is strengthened by these events. What has changed is the scenario
distribution and the dominant enforcement vector.

§A1 — The Event Update — Talks Collapse, Blockade Declared

The two-week ceasefire that provided the diplomatic frame for the original report ended without a
permanent agreement. Face-to-face talks in Islamabad, Pakistan — the first direct US-Iran negotiations in
over a decade, led by Vice President JD Vance — ran for more than 21 hours across April 11 and 12 and
collapsed over Iran’s refusal to commit to abandoning its nuclear programme. Control of the Strait of
Hormuz was reported as the second major sticking point.

Within hours of the Islamabad breakdown, President Trump posted to Truth Social:

“Effective immediately, the United States Navy, the Finest in the World, will begin the
process of BLOCKADING any and all Ships trying to enter, or leave, the Strait of
Hormuz. I have also instructed our Navy to seek and interdict every vessel in
International Waters that has paid a toll to Iran. No one who pays an illegal toll will
have safe passage on the high seas.” — President Donald J. Trump, Truth Social, April
12, 2026

Trump added that the US military would begin destroying mines Iran had laid in the Strait, that allied
nations would participate in the blockade, and that any Iranian attack on US or civilian vessels would be
met with overwhelming force. He stated the US is “LOCKED AND LOADED” and could “take out Iran in
one day.” The IRGC responded that any military ships approaching the Strait would be treated as ceasefire
violations and dealt with “harshly and decisively.”

The following table documents the key events between publication of the original report (April 11, 2026)
and this addendum.

Date / Event Development Report Relevance

Apr 8 US-Iran ceasefire announced. Iran declares Bitcoin toll Report baseline event. §o1.
($1/barrel). FT cites Hosseini on record.

Apr 8-9 Trump proposes "joint venture" on tolls to ABC News. US posture incoherent. §10
White House simultaneously demands strait open note.
"without limitation, including tolls." Contradiction
unresolved.

Apr 10 Chainalysis publishes analysis confirming stablecoins Validates §05 multi-rail

more operationally probable than BTC for toll payments, = finding.
consistent with IRGC historical on-chain behaviour.
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Apr 11 USS Frank E. Peterson and USS Michael Murphy transit = Epsilon activation signal
the Strait of Hormuz. CENTCOM states mission to clear = fires. §14.
Iranian mines. IRGC calls it a ceasefire violation.

Apr 11-12 Islamabad talks: 21+ hours of direct US-Iran Ceasefire in jeopardy.
negotiations led by Vance collapse over Iran’s nuclear Scenario Beta probability
programme. Control of the Strait named as second elevated.

major sticking point.

Apr 12 (today) Trump announces US naval blockade of the Scenario Epsilon live.
Strait “effective immediately.” Orders Navy to §09 Alpha-chain
“seek and interdict every vessel in International = weakens. Critical
Waters that has paid a toll to Iran.” No addendum trigger.

instrument specified.

§A2 — Scenario Epsilon Is No Longer a Scenario

The original document introduced Scenario Epsilon — “Maritime Enforcement Without On-Chain Action”
— as the path under which the United States abandons the financial surface as the primary enforcement
vector and pivots to physical interdiction of vessels that transited Hormuz under the Iranian permission
regime, regardless of the settlement instrument used.

That scenario has now been declared US policy. It is not a forecast. It is a Truth Social post and a
CENTCOM operational order. The two key consequences the original document mapped under Epsilon
are now the operative analytical frame:

First, the enforcement is capturing vessels upstream of any downstream UTXO exposure problem. A
vessel boarded, diverted, or denied safe passage in international waters does not generate a
constructive-knowledge compliance event for Strategy, the ETFs, or any passive institutional Bitcoin
holder. The enforcement surface is the hull, not the ledger.

Second, and as the original document explicitly stated: “the Alpha-dependent institutional contagion
argument weakens in proportion to the tempo of maritime interdiction.” That weakening is now live. The
809 institutional contagion argument — the most operationally dangerous implication the report
identified for the institutional Bitcoin thesis — remains structurally valid but is no longer the dominant
near-term enforcement vector.

The original document described the Alpha/Epsilon hybrid as “the operationally
plausible near-term state.” That hybrid is now confirmed. Alpha runs on the financial
surface. Epsilon runs on the maritime surface. Beta sits in reserve. The monitoring
framework was designed for exactly this configuration.

One critical caveat, unchanged from §09: the tail risk specific to Epsilon is a boarding incident involving a
Chinese-flagged, Russian-flagged, or politically sensitive vessel that escalates beyond the original
enforcement intent. Trump’s blockade order explicitly targets vessels that “paid an illegal toll” — which, as
§A3 below establishes, will include Chinese and Indian vessels that transited under yuan-denominated
payment arrangements. The collision risk with a nuclear-armed or strategically significant counterparty’s
shipping is not theoretical. It is the Vincennes risk, under satellite coverage, in 2026.

§A3 — The Instrument-Agnostic Interdiction Order

The most forensically significant aspect of Trump’s interdiction order has not been adequately addressed
in the commentary. The order does not mention Bitcoin. It does not mention cryptocurrency. It does not
mention any specific settlement instrument.

The order is: “seek and interdict every vessel in International Waters that has paid a toll to Iran.”
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This is not a crypto-enforcement action. It is a maritime-enforcement action premised on the act of
payment, not the instrument of payment. The bitcoin toll narrative — which drove significant
crypto-market commentary and price appreciation between April 8 and April 11 — is now being enforced
against in a way that has no bitcoin-specific dimension whatsoever.

The instrument evidence that has emerged since the original report was published strengthens this
reading. Lloyd’s List Intelligence has confirmed that at least two documented toll payments were made in
Chinese yuan. Chainalysis, in analysis published April 10, stated that Iran would likely prioritise
stablecoins over Bitcoin for toll receipts, given the IRGC’s established reliance on stablecoins for
high-volume, commerce-oriented flows and Bitcoin’s volatility profile. Zero on-chain Bitcoin toll
transactions have been publicly confirmed at the time of this addendum.

The §05 multi-rail finding is now validated by both the enforcement order and the instrument evidence:
Bitcoin is the public-facing brand of a settlement substrate that also includes yuan and stablecoins, each
selected for a different counterparty class. The US enforcement response is targeting the transit event, not
the ledger.

Trump is going after anyone who paid. He is not going after the coin they paid in. The
bitcoin victory lap and the bitcoin enforcement threat are both, in this specific
enforcement action, beside the point. The strait is the enforcement surface. The
blockchain is not.

§A4 — Revised Scenario Weighting

The following table updates the five-scenario framework from §12 in light of April 12 developments. The
original qualitative assignments are preserved for comparison.

Scenario Description Status Pre-Apr 12 Post-Apr 12
Probability Probability
Alpha Fungibility enforcement. Active on financial surface. = Highest Reduced —
Tainted coin tracking. Exchange compliance near-term running in
Two-tier BTC market. posture unchanged. parallel with
Epsilon, no
longer dominant
vector
Beta Military escalation. Kinetic = Blockade declaration and Low-medium = Elevated —
action against protocol “LOCKED AND LOADED” blockade + IRGC
infrastructure or adopting = language moves this threats
states. upward. materially raise
tail risk
Epsilon Maritime interdiction NOW LIVE. Mine clearing = Medium, Confirmed
without on-chain action. underway. Interdiction of rising dominant
Vessels boarded / diverted. = toll-paying vessels near-term
ordered. enforcement
vector
Gamma Multipolar acceleration. Unchanged. No new signal = Medium-long = Unchanged
BRICS settlement. BTCas = in window. term
neutral bridge.
Delta Protocol wins. Dollar Unchanged. No new signal = Lowest Unchanged

demand structurally
declines.

in window.

The Alpha/Epsilon hybrid remains the central case. The change is directional: Epsilon has moved from
“plausible near-term state” to “confirmed dominant near-term enforcement vector.” Beta has moved from
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low-medium to elevated, driven by the blockade declaration, the IRGC counter-threat, and the structural
collision risk described in §A2. Gamma and Delta are unchanged.

§A5 — Monitoring Framework Update

The §14 monitoring framework watchpoints are updated as follows.

Watchpoint

CENTCOM Epsilon
Activation

OFAC Cluster
Designation

First Passive-Holder

Enforcement

Scenario Beta Trigger

Instrument Evidence

Updated Signal

USS Frank E. Peterson and USS
Michael Murphy transit and begin
mine-clearing operations, Apr 11.
Trump orders interdiction of
toll-paying vessels, Apr 12.

Not yet observed. Expected within
weeks. Interdiction posture does not
replace this — financial surface
enforcement runs in parallel.

Not observed. Under
Epsilon-dominant posture, probability
of near-term passive-holder action is
reduced. Vessels interdicted upstream
of UTXO exposure.

IRGC warns military ships
approaching the Strait will be dealt
with “harshly and decisively.” Trump
states US is “LOCKED AND LOADED”
and can “take out Iran in one day.”

Lloyd’s List Intelligence confirms at
least two documented toll payments in
Chinese yuan. Chainalysis analysis
confirms stablecoins operationally
more probable than BTC. Zero
on-chain Bitcoin toll transactions
publicly confirmed at time of writing.

False-positive conditions — addendum

Status

FIRED

Pending

Probability reduced

Elevated / watch-state

§o5 validated

Interpretation

Epsilon live.
Alpha-dependen
t institutional
contagion
argument
weakens.

Still
load-bearing
under Alpha
parallel track.

8§09 re-rating
signal delayed,
not cancelled.

Blockade
incident
involving
Chinese- or
Russian-flagged
vessel is the
tail-risk trigger.
Historical
referent: USS
Vincennes, 1988.

Bitcoin is the
public brand.
Yuan and
stablecoins are
the operational
rails. Trump’s
interdiction
order is
instrument-agno
stic.

The following false-positive conditions from §14 require updating in light of April 12 posture:

Routine FON language. The original false-positive filter stated that freedom-of-navigation patrol
language without specificity about enforcement authority was routine posture and should not be read as
Epsilon activation. That filter no longer applies. The April 12 Truth Social post is enforcement authority
language: it names boarding authority, interdiction authority, and mine-clearing authority explicitly. The

Epsilon signal has fired.
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Joint venture noise. Trump’s April 9 statement to ABC News about a “joint venture” on tolls with Iran
was the short-lived outlier. Within 96 hours, the posture reversed to blockade and interdiction. This
trajectory is consistent with the original report’s observation that the US would not absorb a public defeat
of its financial control architecture without a response that exceeded the proportionality of the original
provocation.

Diplomatic channel open. Vance confirmed after the Islamabad breakdown that diplomacy is not over
and that the US has put a “best and final offer” on the table. Iran’s negotiating team said they had not left
the table. Trump told Fox News “I predict they come back.” The blockade declaration should therefore be
read as coercive leverage rather than final posture, and the ceasefire status should be treated as uncertain
rather than terminated. This monitoring framework will be updated again on any of the following: a
ceasefire extension, a kinetic incident in the Strait, a confirmed Chinese or Indian vessel interdiction, or a
resumption of negotiations.

Conclusion of Addendum

The original report’s core argument is unchanged and strengthened. The Hormuz Precedent
demonstrated, at sovereign scale, that a non-interdictable settlement edge case exists. The US response
has confirmed that the enforcement apparatus, when it moves, moves on the maritime surface before the
financial surface. The institutional Bitcoin thesis faces lower near-term regulatory re-rating risk than the
original report assessed under an Alpha-dominant scenario, and higher geopolitical tail risk under the
elevated Beta probability.

The $260,000 probability-weighted expected value from §15 is sensitive to the Alpha/Epsilon weighting.
Under a dominant Epsilon posture, the §09 institutional contagion chain does not fire in the near term,
which supports the expected value. Under an escalation into Beta, the original document stated the ceiling
moves downward and variance widens. Bitcoin’s post-blockade-announcement drop below $71,000 is
consistent with market pricing of elevated Beta risk.

The report asked: what does a wounded empire do when it cannot find the throat? It has
now answered: it goes for the hull.

The question that remains open is whether the hull is reachable. A blockade of the Strait of Hormuz that
intercepts Chinese-flagged vessels carrying Iranian oil purchased in yuan, or Indian-flagged vessels
operating under diplomatic transit arrangements, is not a sanctions-enforcement action against a rogue
actor. It is a confrontation with the major oil-importing economies of Asia. That confrontation, if it
materialises, is the Gamma trigger — not the Alpha consolidation — and it is the scenario that carries the
largest long-term structural consequences for the dollar system.

This addendum will be updated on the first confirmed boarding incident or on the resumption of formal
negotiations, whichever occurs first.
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