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A container ship leaving Shanghai for New York has a 

choice most travelers never face. It can cross the Pacific, 

thread a channel through Central America, and reach the 

American Atlantic coast in a few weeks, or sail around 

Cape Horn,a once a journey of months. Before 1914, there 

was no choice at all, and rounding South America was the 

only option, roughly thirteen thousand nautical miles 

between New York and San Francisco. A fifty-mile cut 

through the Isthmus of Panama shortened that voyage to 

about five thousand two hundred miles, 

saving nearly eight thousand nautical 

miles1 on a single American route. That 

saving, repeated across every trade lane 

touching the Americas, is why a modest 

Central American waterway still shapes 

freight bills in Dhaka, energy costs in 

Tokyo, and diplomatic calculations in 

Washington and Beijing.

A Century in the Making

Interest in an interoceanic passage date 

to Spain’s colonial era, but the first 

serious attempt came only in 1881, when 

Ferdinand de Lesseps, fresh from 

building the Suez Canal,b tried a 

sea-level channel through Panama’s 

jungle. Disease and engineering 

miscalculation defeated him, and his 

company collapsed in 1889 after tens of thousands of 

workers, mostly felled by malaria and yellow fever, had 

died.2 Washington took up the project after Colombia’s 

Senate rejected an American treaty in 1903,c helping 

precipitate Panama’s separation from Colombia that 

same year. Within weeks, the new Panamanian 

governmentd signed the Hay-Bunau-Varilla Treaty,3 

granting the United States rights to build and control a 

canal zone. American engineers, led eventually by George 

Goethals, finished the canal in 1914. Sovereignty passed 

to Panama under the Torrijos-Carter Treaties of 1977; full 

transfer was completed in 1999, and the Panama Canal 

Authority has operated the waterway since. A 

decade-long expansion, completed in 2016, added a third 

set of locks for larger Neopanamax 

vessels.e4

The canal now carries about five percent 

of world seaborne trade by the 

Authority’s own measure,5 a modest 

global share that understates its 

importance on particular routes. 

Roughly 40% of United States container 

traffic passes through it, and the United 

States is the origin or destination for 

around 70% of the canal’s cargo, with 

China a distant second at roughly a 

fifth.6 Trade between East Asia and the 

American East and Gulf coasts, 

including containerized goods, liquefied 

natural gas, grain, and vehicles, depends 

on the canal because the alternatives, around South 

America or through Suez, add considerable time and 

cost. In fiscal year 2024, the waterway carried more than 

two hundred ten million long tons of cargo across 

roughly eleven thousand transits and generated over 

three billion dollars in tolls,7 with 2026 traffic running 

ahead of last year.8

A Question of Water

None of that moves without fresh water. Ships are lifted 
through the locks using water drawn from Gatun Lake, an 
artificial reservoir, and each transit consumes tens of 
millions of gallons that never return to the system. When 
rainfall runs short, the Authority rations water by limiting 
ship draft or daily transits. That happened in 2023, when an 
El Niño eventf left Panama with its third driest year on 
record, and Gatun Lake fell so far that daily transits were 
cut from a normal thirty-six to twenty-two by December 
2023, with full capacity only returning that August.9 A 
scientific assessment found El Niño, not a detectable 
climate trend, roughly doubled the likelihood of that low 
rainfall, though rising water demand made it worse.10 A 

Cargo bound for the American West Coast rarely needs 

Panama, while cargo destined for the American East and 

Gulf coasts, and American gas and farm exports to Asia, 

are most sensitive to a Panama slowdown.

That sensitivity has mattered again in 2026. Since this 

year’s Iran-United States-Israel war,15 Iran has 

intermittently closed the Strait of Hormuz,k through 

which around a fifth of the world’s oil and a substantial 

share of its liquefied natural gas normally passes.16 

Ceasefires in April and June briefly reopened the strait 

before fighting resumed in July, and by August transits 

remained far below prewar levels while oil prices stayed 

elevated.17 Houthi forces resumed Red Sea attacks in 

solidarity with Iran, undercutting the cautious return to 

Suez routings carriers including Maersk had only just 

begun.18 There is no direct link between the Gulf and 

Panama. The connection is that when Hormuz, the Red 

Sea, and Panama’s water management are all under 

strain in the same year, shippers have fewer safe 

alternatives, and the cost pressure reaches Asian traders 

regardless of which chokepoint is blocked.

The Fight Over the Ports

A parallel dispute over the canal’s ports has run alongside 

these events. President Trump has repeatedly asserted 

that China effectively operates the waterway, a claim 

Panama has consistently rejected;19 the Panama Canal 

Authority has run the canal throughout. What his rhetoric 

actually pointed to was a Hong Kong company’s 

concession to run the Balboa and Cristobal port 

terminals.20 In January 2026 Panama’s Supreme Court 

voided that concession over alleged lost revenue, 

handing the ports on an interim basis to units of Maersk 

and Mediterranean Shipping Company.21 CK Hutchison 

called the move unlawful and began arbitration, while 

China’s foreign ministry protested sharply.22 A separate, 

larger sale of CK Hutchison’s global port network 

remains stuck on Beijing’s demand for a controlling stake 

through COSCO.23 None of this amounts to Chinese 

control of the canal, but it shows how port contracts have 

become proxies in a wider contest over influence in the 

Americas.

Bangladesh’s own shipping barely touches Panama 

directly. More than seventy percent of the country’s 

export containers, overwhelmingly readymade garments 

bound for Europe, the American East Coast, and Canada, 

normally cross the Red Sea and Suez Canal rather than 

the Pacific route Panama serves.24 The exposure that 

matters for Dhaka runs instead through the 

compounding effects described above. When Hormuz 

and the Red Sea are disrupted while Panama manages its 

own water constraints, freight capacity tightens across 

every lane at once, and Bangladeshi exporters reported 

freight surcharges of several hundred dollars per 

container in 2026,25 alongside higher fuel costs tied to 

Gulf energy disruption.26 The link to Panama is indirect, 

but in a system where every major shortcut is under 

strain simultaneously, an economy as trade-dependent 

as Bangladesh has little insulation.

A canal finished in 1914 was built to shorten one nation’s 

coastal shipping. It has become something else, a 

pressure points where drought in Central America, war in 

the Persian Gulf, and great power rivalry in Panama City 

all register, almost at once, in the cost of moving a 

container from Asia to anywhere else. None of these 

pressures are likely to ease soon, and they rarely arrive 

one at a time. For the economies at the far end of these 

supply chains, from Tokyo to Dhaka, the practical lesson 

is not that any single chokepoint will fail, but that so 

many now sit exposed to the same run of bad luck at 

once.
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a Cape Horn is the rocky southern tip of South America, in Chile. Before the Panama Canal opened, ships could also round South America 
through the Strait of Magellan or the Beagle Channel, but many large sailing ships preferred Cape Horn’s open water to the narrower, 
harder-to-navigate straits.

b The Suez Canal, opened in 1869, cuts through Egypt to link the Mediterranean and Red Seas, letting ships travel between Europe and Asia 
without sailing around Africa. Its success inspired the attempt to build a similar canal in Panama.

c The treaty was the Hay-Herran Treaty, which would have given the United States rights to build a canal through Colombia's Panama province. 
When Colombia's Senate refused to ratify it, Panamanian business leaders revolted against Colombian rule weeks later, a revolt the United 
States quietly supported, including with naval ships that kept Colombian troops from reaching the isthmus.

d This was the government of the newly declared Republic of Panama, formed only weeks after its break from Colombia. Its treaty with the 
United States was negotiated and signed on Panama's behalf by Philippe Bunau-Varilla, a French engineer acting as Panama's envoy in 
Washington, not a Panamanian citizen.

Figure 1: Major Shipping Routes via the Panama Canal and Alternative Routes around Cape Horn. 
Source: Author’s illustration based on Panama Canal Authority trade-route information.

“Fear of missing out is pushing countries to be present in 

the Arctic and exert political influence, whether or not 

melting ice ultimately opens the region’ said Torbjorn 

Pederson, Professor in the Faculty of Social Sciences.1 

The Arctic is emerging as a potential alternative to 

traditional maritime chokepoints such as the Strait of 

Hormuz and the Suez Canal. The Northern Sea Route is 

the primary artery of the Arctic maritime theater. The 

Northern Sea Route, stretching along Russia’s northern 

coast to the Bering Strait, could open new possibilities 

for Asia-Europe trade. China’s ambition to develop a Polar 

Silk Road connecting Asia and Europe depends on 

cooperation with Russia and access to the Northern Sea 

Route. Russia has presented the Northern Sea Route as 

an international commercial corridor, but it might not be 

the case on the ground.2 Russia treats this route as a 

historically developed national transport route, and 

maintains extensive regulatory authority over navigation 

along it. This raises questions about whether the NSR can 

truly function as an international commercial corridor.

Melting ice has not only drawn major Asian countries like 

China, India, and Japan into the Arctic geopolitical arena 

but has also intensified regional tensions among Arctic 

countries such as Russia, Norway, the USA, and Denmark. 

Alongside the US’s ambitions to gain control of 

Greenland, another power drama is unfolding in Svalbard, 

Norway’s northernmost archipelago. This northern point 

has become a strategic arena of power projection 

because of both its geography and the 1920 Svalbard 

Treaty.3 Norway has absolute sovereignty over Svalbard, 

but citizens of the treaty’s signatory countries, including 

Russia and China, can work and live in Svalbard visa-free. 

Russia has strengthened its presence around Svalbard, 

causing friction with Norway. 

Alongside China, Japan and South Korea, another Asian 

country with a footprint in Svalbard is India. India 

established its first research station in 2008 on the island 

of Spitsbergen. To complement Himadri, India deployed 

the IndARC Observatory in July 2014.4 India’s legal right to 

operate in Svalbard stems directly from the 1920 Svalbard 

Treaty, to which British India was a signatory. 

Independent India actively revived this historic tie in 2007 

by launching its first dedicated scientific expedition to 

Svalbard.5

Russia Opens the Arctic Door to India

The current blockade of maritime routes following the 

recent U.S. and Israeli military operations highlights the 

importance of reliable supply chain and logistics. The 

ongoing Middle East conflict has exposed how vulnerable 

modern warfare is to disruptions in fuel corridors and 

airlift capacity.6 In contemporary conflict, logistics is no 

longer a backstage function. It is the battlefield itself.  

Days before President Vladimir Putin visited India, Russia 

ratified the Reciprocal Exchange of Logistics Agreement 

(RELOS), a military pact which had been under 

negotiation with India for years. Though signed in Moscow 

on February 18, 2025, the agreement formally entered into 

force on January 12, 2026.7 RELOS allows India and Russia 

to provide reciprocal logistical support to each other’s 

warships and aircraft, including access to military bases, 

ports, repair facilities, refueling infrastructure, and 

maintenance services. For India, which still operates 

many Russian military platforms, access to maintenance 

facilities and spare parts is crucial. Strategically, RELOS 

also expands India’s reach into Russia’s Arctic and Far 

North, including facilities along the Northern Sea Route. 

Russia wants to be a fallback partner for countries in the 

Indo-Pacific region in energy, logistics, and supply-chain 

resilience. Given Russia’s strained relationship with 

Europe and the extensive sanctions imposed on it, 

Moscow is seeking greater integration with the 

Indo-Pacific region and greater access to naval ports 

around the Indian Ocean. 

Asia’s Growing Stakes in the Arctic

No South Asian or East Asian countries have territory in 

the Arctic. However, China, India, South 

Korea, Japan, and Singapore hold 

observer status in the Arctic Council 

without voting rights.8 Although they are 

all Asian countries, each is navigating 

icy waters according to its own 

geographical and economic interests. 

China has declared itself a ‘near Arctic 

state' as a great power. On the other 

hand, Japan, South Korea and Singapore 

have greater commercial interest in the 

Arctic. South Korea, as a major 

shipbuilding nation, seeks to connect 

the Northern Sea Route shipping with 

the port of Busan. Among the Asian 

observer states, South Korea was the 

first to formulate an Arctic policy. Japan 

is geographically the closest nation to 

the Arctic. Japan describes its Arctic ambitions as part of 

its broader ocean strategy. Japan operates its research 

station on the island of Spitsbergen in Svalbard. Although 

Japan describes its Arctic policy as primarily 

research-based, Russia may ultimately stand in the way 

of Japan’s pursuit of greater economic opportunities in 

the Arctic. 

The Arctic is no longer an isolated wasteland but is 

emerging as a high-speed corridor for global 

connectivity and digital infrastructure. Today, over 90% of 

data traffic between East Asia and Europe passes 

through vulnerable maritime chokepoints like the Red 

Sea and the Strait of Malacca.9 Recent cable cuts and 

geopolitical turmoil in the Middle East have exposed the 

fragility of global internet backbone infrastructure. 

Finnish, Japanese, and North American partners are 

developing Far North Fiber to connect Japan and Europe 

through the Northwest Passage and North America.10 

Routing fiber through the ice-covered Arctic Ocean 

reduces latency between Tokyo, London, and the Nordics 

by 50 milliseconds while creating a secure alternative to 

traditional Southern routes.11 South Korea is expected to 

serve as one of ‘Polar Connect’s East Asian landing 

points. This project aims to establish a subsea optic 

network between Europe, Asia, and North America.12 It is 

currently in its second development phase, which runs 

from 2026 to 2028. It will provide data connectivity along 

the shortest route, while reducing dependence on 

vulnerable traditional corridors such as the Suez Canal, 

the Red Sea, and the Strait of Malacca. 

polar maritime navigation. Russia accounts for roughly 

53% of the Arctic coastline.16 Commercial use of the 
Northern Sea Route requires cooperation with Russia, as 
it runs along Russia’s Arctic coast. However, access to 
Arctic oil, gas, and critical minerals does not necessarily 
require Russian cooperation, as these resources are also 
found in other Arctic states.

Both South Korea and Japan recognize that growing risks 
in traditional chokepoints such as the Red Sea and the 
Suez Canal make Arctic routes strategically vital. South 
Korea is preparing a pilot Arctic voyage between Busan 
and Rotterdam in 2026 as part of its broader plan to 
establish a regular Korea–Europe Arctic shipping route by 

2030.17 South Korea and Japan are investing heavily in 
next-generation icebreakers: for example, Japan’s ‘Mirai II’ 
research vessel and South Korea's state-funded 

icebreaker initiatives.18 Both countries have deepened 
polar scientific, environmental, and diplomatic ties with 
western Arctic states such as Canada, the US (Alaska), 
Norway, and Denmark, focusing on green shipbuilding, 
autonomous navigation, and polar climate research. 
South Korea is also considering alternative routes to the 
NSR as it prepares for expanded Arctic shipping. 

The Arctic Endgame

The real question is not who will win the Arctic race, but 
whether competing states can cooperate long enough to 
keep the emerging route navigable, stable, and 
governable. In the Arctic, even rivals eventually meet on 
the same slippery ice. The Arctic endgame, however, will 
not be decided by any country successfully excluding all 
the others. Russia controls much of the coastline and 
infrastructure surrounding the Northern Sea Route,

The Northern Sea Route (NSR) runs along Russia’s Arctic 
coast from the Barents Sea to the Bering Strait and sits 
at the center of Asian interest in Arctic shipping. 
Compared with the Suez Canal route, it can shorten the 

Asia-Europe journey by about 7,000 kilometers.19 Yet the 
NSR remains seasonal, costly, and dependent on Russian 
infrastructure. Ships often require icebreaker support to 
navigate the Northern Sea Route. Operators must also 
comply with Russian regulations and manage 

sanctions-related risks.20 Moscow has repeatedly revised 
its cargo targets for the route: It reflects how difficult 

large-scale commercial expansion remains. The Bering 
Strait adds another strategic constraint because every 
NSR voyage must pass between Russia and Alaska. 
Climate change has reduced Arctic Sea ice and opened 
longer navigation windows, but conditions remain 
unpredictable. Floating ice, harsh weather, limited 
infrastructure, and political tensions continue to restrict 
year-round use. For Asian shippers, the NSR offers 
potential, but it is still far from becoming a reliable 
alternative to the Suez Canal.
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new El Niño developing through 2026 has prompted the 
Authority to cut Neopanamax draft limits in stages since 
July,11 though officials have so far avoided cutting daily 
transit numbers.

How Disruption Reaches Asia

Because so much of the canal’s business connects East 

Asia with the American East Coast,  disruption there 

reaches Asian supply chains mainly through freight rates 

rather than any direct blockage of Asian ports. That 

mechanism was evident in 2023 and 2024. As Panama’s 

drought was cutting canal transits, a separate crisis 

broke out in the Red Sea,g where Houthih fighters began 

firing on commercial ships. Most shipping lines 

responded by avoiding the Red Sea altogether, sailing the 

long way around Africa’s Cape of Good Hopei instead.13  

With two of the world’s main shortcuts constrained at the 

same time, container shipping rates from Shanghai to the 

American coasts and to Europe jumped sharply within 

weeks. The United Nations trade bodyj warned that if this 

continued, it could push consumer prices higher around 

the world.14 Not every Asian lane is equally exposed. 

ROMAN UDDIN

PANAMA CANAL : HOW FIFTY MILES OF
CENTRAL AMERICA PRICE ASIAN TRADE



11

A container ship leaving Shanghai for New York has a 

choice most travelers never face. It can cross the Pacific, 

thread a channel through Central America, and reach the 

American Atlantic coast in a few weeks, or sail around 

Cape Horn,a once a journey of months. Before 1914, there 

was no choice at all, and rounding South America was the 

only option, roughly thirteen thousand nautical miles 

between New York and San Francisco. A fifty-mile cut 

through the Isthmus of Panama shortened that voyage to 

about five thousand two hundred miles, 

saving nearly eight thousand nautical 

miles1 on a single American route. That 

saving, repeated across every trade lane 

touching the Americas, is why a modest 

Central American waterway still shapes 

freight bills in Dhaka, energy costs in 

Tokyo, and diplomatic calculations in 

Washington and Beijing.

A Century in the Making

Interest in an interoceanic passage date 

to Spain’s colonial era, but the first 

serious attempt came only in 1881, when 

Ferdinand de Lesseps, fresh from 

building the Suez Canal,b tried a 

sea-level channel through Panama’s 

jungle. Disease and engineering 

miscalculation defeated him, and his 

company collapsed in 1889 after tens of thousands of 

workers, mostly felled by malaria and yellow fever, had 

died.2 Washington took up the project after Colombia’s 

Senate rejected an American treaty in 1903,c helping 

precipitate Panama’s separation from Colombia that 

same year. Within weeks, the new Panamanian 

governmentd signed the Hay-Bunau-Varilla Treaty,3 

granting the United States rights to build and control a 

canal zone. American engineers, led eventually by George 

Goethals, finished the canal in 1914. Sovereignty passed 

to Panama under the Torrijos-Carter Treaties of 1977; full 

transfer was completed in 1999, and the Panama Canal 

Authority has operated the waterway since. A 

decade-long expansion, completed in 2016, added a third 

set of locks for larger Neopanamax 

vessels.e4

The canal now carries about five percent 

of world seaborne trade by the 

Authority’s own measure,5 a modest 

global share that understates its 

importance on particular routes. 

Roughly 40% of United States container 

traffic passes through it, and the United 

States is the origin or destination for 

around 70% of the canal’s cargo, with 

China a distant second at roughly a 

fifth.6 Trade between East Asia and the 

American East and Gulf coasts, 

including containerized goods, liquefied 

natural gas, grain, and vehicles, depends 

on the canal because the alternatives, around South 

America or through Suez, add considerable time and 

cost. In fiscal year 2024, the waterway carried more than 

two hundred ten million long tons of cargo across 

roughly eleven thousand transits and generated over 

three billion dollars in tolls,7 with 2026 traffic running 

ahead of last year.8

A Question of Water

None of that moves without fresh water. Ships are lifted 
through the locks using water drawn from Gatun Lake, an 
artificial reservoir, and each transit consumes tens of 
millions of gallons that never return to the system. When 
rainfall runs short, the Authority rations water by limiting 
ship draft or daily transits. That happened in 2023, when an 
El Niño eventf left Panama with its third driest year on 
record, and Gatun Lake fell so far that daily transits were 
cut from a normal thirty-six to twenty-two by December 
2023, with full capacity only returning that August.9 A 
scientific assessment found El Niño, not a detectable 
climate trend, roughly doubled the likelihood of that low 
rainfall, though rising water demand made it worse.10 A 

Cargo bound for the American West Coast rarely needs 

Panama, while cargo destined for the American East and 

Gulf coasts, and American gas and farm exports to Asia, 

are most sensitive to a Panama slowdown.

That sensitivity has mattered again in 2026. Since this 

year’s Iran-United States-Israel war,15 Iran has 

intermittently closed the Strait of Hormuz,k through 

which around a fifth of the world’s oil and a substantial 

share of its liquefied natural gas normally passes.16 

Ceasefires in April and June briefly reopened the strait 

before fighting resumed in July, and by August transits 

remained far below prewar levels while oil prices stayed 

elevated.17 Houthi forces resumed Red Sea attacks in 

solidarity with Iran, undercutting the cautious return to 

Suez routings carriers including Maersk had only just 

begun.18 There is no direct link between the Gulf and 

Panama. The connection is that when Hormuz, the Red 

Sea, and Panama’s water management are all under 

strain in the same year, shippers have fewer safe 

alternatives, and the cost pressure reaches Asian traders 

regardless of which chokepoint is blocked.

The Fight Over the Ports

A parallel dispute over the canal’s ports has run alongside 

these events. President Trump has repeatedly asserted 

that China effectively operates the waterway, a claim 

Panama has consistently rejected;19 the Panama Canal 

Authority has run the canal throughout. What his rhetoric 

actually pointed to was a Hong Kong company’s 

concession to run the Balboa and Cristobal port 

terminals.20 In January 2026 Panama’s Supreme Court 

voided that concession over alleged lost revenue, 

handing the ports on an interim basis to units of Maersk 

and Mediterranean Shipping Company.21 CK Hutchison 

called the move unlawful and began arbitration, while 

China’s foreign ministry protested sharply.22 A separate, 

larger sale of CK Hutchison’s global port network 

remains stuck on Beijing’s demand for a controlling stake 

through COSCO.23 None of this amounts to Chinese 

control of the canal, but it shows how port contracts have 

become proxies in a wider contest over influence in the 

Americas.

Bangladesh’s own shipping barely touches Panama 

directly. More than seventy percent of the country’s 

export containers, overwhelmingly readymade garments 

bound for Europe, the American East Coast, and Canada, 

normally cross the Red Sea and Suez Canal rather than 

the Pacific route Panama serves.24 The exposure that 

matters for Dhaka runs instead through the 

compounding effects described above. When Hormuz 

and the Red Sea are disrupted while Panama manages its 

own water constraints, freight capacity tightens across 

every lane at once, and Bangladeshi exporters reported 

freight surcharges of several hundred dollars per 

container in 2026,25 alongside higher fuel costs tied to 

Gulf energy disruption.26 The link to Panama is indirect, 

but in a system where every major shortcut is under 

strain simultaneously, an economy as trade-dependent 

as Bangladesh has little insulation.

A canal finished in 1914 was built to shorten one nation’s 

coastal shipping. It has become something else, a 

pressure points where drought in Central America, war in 

the Persian Gulf, and great power rivalry in Panama City 

all register, almost at once, in the cost of moving a 

container from Asia to anywhere else. None of these 

pressures are likely to ease soon, and they rarely arrive 

one at a time. For the economies at the far end of these 

supply chains, from Tokyo to Dhaka, the practical lesson 

is not that any single chokepoint will fail, but that so 

many now sit exposed to the same run of bad luck at 

once.
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e Neopanamax refers to ships built to the maximum size the canal's expanded locks can hold, roughly twice the cargo capacity of the older 
Panamax vessels the original locks were designed for.

f El Nino is a recurring climate pattern in which the central Pacific Ocean warms and shifts rainfall away from parts of Central America, 
typically every two to seven years.

g The Red Sea separates northeast Africa from the Arabian Peninsula and connects to the Mediterranean through the Suez Canal, making it one 
of two main shortcuts, along with Panama, between Asia and the West.

h The Houthis are an armed group controlling much of Yemen. Beginning in late 2023, they started firing on commercial ships in the Red Sea, 
mainly in stated solidarity with Palestinians during the Israel-Hamas war.

i The Cape of Good Hope, at the southern tip of Africa, is the long alternate route ships take to avoid the Red Sea and Suez Canal, adding roughly 
one to two weeks to an Asia-Europe voyage.

j This refers to UNCTAD, the United Nations Conference on Trade and Development, which tracks global shipping and trade data.

Figure 2: Average daily transits through the Panama Canal (vessels per day), selected observation dates, 
July 2023 to June 2026. Sources, U.S. Energy Information Administration and Sea trade Maritime, 

citing Panama Canal Authority data; and the Panama Canal Authority’s fiscal year 2026 traffic report.

“Fear of missing out is pushing countries to be present in 

the Arctic and exert political influence, whether or not 

melting ice ultimately opens the region’ said Torbjorn 

Pederson, Professor in the Faculty of Social Sciences.1 

The Arctic is emerging as a potential alternative to 

traditional maritime chokepoints such as the Strait of 

Hormuz and the Suez Canal. The Northern Sea Route is 

the primary artery of the Arctic maritime theater. The 

Northern Sea Route, stretching along Russia’s northern 

coast to the Bering Strait, could open new possibilities 

for Asia-Europe trade. China’s ambition to develop a Polar 

Silk Road connecting Asia and Europe depends on 

cooperation with Russia and access to the Northern Sea 

Route. Russia has presented the Northern Sea Route as 

an international commercial corridor, but it might not be 

the case on the ground.2 Russia treats this route as a 

historically developed national transport route, and 

maintains extensive regulatory authority over navigation 

along it. This raises questions about whether the NSR can 

truly function as an international commercial corridor.

Melting ice has not only drawn major Asian countries like 

China, India, and Japan into the Arctic geopolitical arena 

but has also intensified regional tensions among Arctic 

countries such as Russia, Norway, the USA, and Denmark. 

Alongside the US’s ambitions to gain control of 

Greenland, another power drama is unfolding in Svalbard, 

Norway’s northernmost archipelago. This northern point 

has become a strategic arena of power projection 

because of both its geography and the 1920 Svalbard 

Treaty.3 Norway has absolute sovereignty over Svalbard, 

but citizens of the treaty’s signatory countries, including 

Russia and China, can work and live in Svalbard visa-free. 

Russia has strengthened its presence around Svalbard, 

causing friction with Norway. 

Alongside China, Japan and South Korea, another Asian 

country with a footprint in Svalbard is India. India 

established its first research station in 2008 on the island 

of Spitsbergen. To complement Himadri, India deployed 

the IndARC Observatory in July 2014.4 India’s legal right to 

operate in Svalbard stems directly from the 1920 Svalbard 

Treaty, to which British India was a signatory. 

Independent India actively revived this historic tie in 2007 

by launching its first dedicated scientific expedition to 

Svalbard.5

Russia Opens the Arctic Door to India

The current blockade of maritime routes following the 

recent U.S. and Israeli military operations highlights the 

importance of reliable supply chain and logistics. The 

ongoing Middle East conflict has exposed how vulnerable 

modern warfare is to disruptions in fuel corridors and 

airlift capacity.6 In contemporary conflict, logistics is no 

longer a backstage function. It is the battlefield itself.  

Days before President Vladimir Putin visited India, Russia 

ratified the Reciprocal Exchange of Logistics Agreement 

(RELOS), a military pact which had been under 

negotiation with India for years. Though signed in Moscow 

on February 18, 2025, the agreement formally entered into 

force on January 12, 2026.7 RELOS allows India and Russia 

to provide reciprocal logistical support to each other’s 

warships and aircraft, including access to military bases, 

ports, repair facilities, refueling infrastructure, and 

maintenance services. For India, which still operates 

many Russian military platforms, access to maintenance 

facilities and spare parts is crucial. Strategically, RELOS 

also expands India’s reach into Russia’s Arctic and Far 

North, including facilities along the Northern Sea Route. 

Russia wants to be a fallback partner for countries in the 

Indo-Pacific region in energy, logistics, and supply-chain 

resilience. Given Russia’s strained relationship with 

Europe and the extensive sanctions imposed on it, 

Moscow is seeking greater integration with the 

Indo-Pacific region and greater access to naval ports 

around the Indian Ocean. 

Asia’s Growing Stakes in the Arctic

No South Asian or East Asian countries have territory in 

the Arctic. However, China, India, South 

Korea, Japan, and Singapore hold 

observer status in the Arctic Council 

without voting rights.8 Although they are 

all Asian countries, each is navigating 

icy waters according to its own 

geographical and economic interests. 

China has declared itself a ‘near Arctic 

state' as a great power. On the other 

hand, Japan, South Korea and Singapore 

have greater commercial interest in the 

Arctic. South Korea, as a major 

shipbuilding nation, seeks to connect 

the Northern Sea Route shipping with 

the port of Busan. Among the Asian 

observer states, South Korea was the 

first to formulate an Arctic policy. Japan 

is geographically the closest nation to 

the Arctic. Japan describes its Arctic ambitions as part of 

its broader ocean strategy. Japan operates its research 

station on the island of Spitsbergen in Svalbard. Although 

Japan describes its Arctic policy as primarily 

research-based, Russia may ultimately stand in the way 

of Japan’s pursuit of greater economic opportunities in 

the Arctic. 

The Arctic is no longer an isolated wasteland but is 

emerging as a high-speed corridor for global 

connectivity and digital infrastructure. Today, over 90% of 

data traffic between East Asia and Europe passes 

through vulnerable maritime chokepoints like the Red 

Sea and the Strait of Malacca.9 Recent cable cuts and 

geopolitical turmoil in the Middle East have exposed the 

fragility of global internet backbone infrastructure. 

Finnish, Japanese, and North American partners are 

developing Far North Fiber to connect Japan and Europe 

through the Northwest Passage and North America.10 

Routing fiber through the ice-covered Arctic Ocean 

reduces latency between Tokyo, London, and the Nordics 

by 50 milliseconds while creating a secure alternative to 

traditional Southern routes.11 South Korea is expected to 

serve as one of ‘Polar Connect’s East Asian landing 

points. This project aims to establish a subsea optic 

network between Europe, Asia, and North America.12 It is 

currently in its second development phase, which runs 

from 2026 to 2028. It will provide data connectivity along 

the shortest route, while reducing dependence on 

vulnerable traditional corridors such as the Suez Canal, 

the Red Sea, and the Strait of Malacca. 

polar maritime navigation. Russia accounts for roughly 

53% of the Arctic coastline.16 Commercial use of the 
Northern Sea Route requires cooperation with Russia, as 
it runs along Russia’s Arctic coast. However, access to 
Arctic oil, gas, and critical minerals does not necessarily 
require Russian cooperation, as these resources are also 
found in other Arctic states.

Both South Korea and Japan recognize that growing risks 
in traditional chokepoints such as the Red Sea and the 
Suez Canal make Arctic routes strategically vital. South 
Korea is preparing a pilot Arctic voyage between Busan 
and Rotterdam in 2026 as part of its broader plan to 
establish a regular Korea–Europe Arctic shipping route by 

2030.17 South Korea and Japan are investing heavily in 
next-generation icebreakers: for example, Japan’s ‘Mirai II’ 
research vessel and South Korea's state-funded 

icebreaker initiatives.18 Both countries have deepened 
polar scientific, environmental, and diplomatic ties with 
western Arctic states such as Canada, the US (Alaska), 
Norway, and Denmark, focusing on green shipbuilding, 
autonomous navigation, and polar climate research. 
South Korea is also considering alternative routes to the 
NSR as it prepares for expanded Arctic shipping. 

The Arctic Endgame

The real question is not who will win the Arctic race, but 
whether competing states can cooperate long enough to 
keep the emerging route navigable, stable, and 
governable. In the Arctic, even rivals eventually meet on 
the same slippery ice. The Arctic endgame, however, will 
not be decided by any country successfully excluding all 
the others. Russia controls much of the coastline and 
infrastructure surrounding the Northern Sea Route,

The Northern Sea Route (NSR) runs along Russia’s Arctic 
coast from the Barents Sea to the Bering Strait and sits 
at the center of Asian interest in Arctic shipping. 
Compared with the Suez Canal route, it can shorten the 

Asia-Europe journey by about 7,000 kilometers.19 Yet the 
NSR remains seasonal, costly, and dependent on Russian 
infrastructure. Ships often require icebreaker support to 
navigate the Northern Sea Route. Operators must also 
comply with Russian regulations and manage 

sanctions-related risks.20 Moscow has repeatedly revised 
its cargo targets for the route: It reflects how difficult 

large-scale commercial expansion remains. The Bering 
Strait adds another strategic constraint because every 
NSR voyage must pass between Russia and Alaska. 
Climate change has reduced Arctic Sea ice and opened 
longer navigation windows, but conditions remain 
unpredictable. Floating ice, harsh weather, limited 
infrastructure, and political tensions continue to restrict 
year-round use. For Asian shippers, the NSR offers 
potential, but it is still far from becoming a reliable 
alternative to the Suez Canal.
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companies and individuals for exporting "dual-use" goods 
that could be used in Russian defense manufacturing. 
India has been a long-standing ally of Russia and 
maintained close strategic and economic relations with 
Russia despite the war in Ukraine, while publicly 
advocating dialogue and diplomacy to end the conflict. 
India relies on Russia for crude oil imports, particularly as 
crude oil supplies from the Middle East have faced 

disruption.15 Only by carefully safeguarding the 
relationship with Nordic countries can India sustain its 
Arctic ambitions in the long term. India pursues a policy 
of strategic autonomy. It uses Nordic partnerships for 
technology, climate research, and green manufacturing, 
while partnering with Russia for energy security and 

new El Niño developing through 2026 has prompted the 
Authority to cut Neopanamax draft limits in stages since 
July,11 though officials have so far avoided cutting daily 
transit numbers.

How Disruption Reaches Asia

Because so much of the canal’s business connects East 

Asia with the American East Coast,  disruption there 

reaches Asian supply chains mainly through freight rates 

rather than any direct blockage of Asian ports. That 

mechanism was evident in 2023 and 2024. As Panama’s 

drought was cutting canal transits, a separate crisis 

broke out in the Red Sea,g where Houthih fighters began 

firing on commercial ships. Most shipping lines 

responded by avoiding the Red Sea altogether, sailing the 

long way around Africa’s Cape of Good Hopei instead.13  

With two of the world’s main shortcuts constrained at the 

same time, container shipping rates from Shanghai to the 

American coasts and to Europe jumped sharply within 

weeks. The United Nations trade bodyj warned that if this 

continued, it could push consumer prices higher around 

the world.14 Not every Asian lane is equally exposed. 
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A container ship leaving Shanghai for New York has a 

choice most travelers never face. It can cross the Pacific, 

thread a channel through Central America, and reach the 

American Atlantic coast in a few weeks, or sail around 

Cape Horn,a once a journey of months. Before 1914, there 

was no choice at all, and rounding South America was the 

only option, roughly thirteen thousand nautical miles 

between New York and San Francisco. A fifty-mile cut 

through the Isthmus of Panama shortened that voyage to 

about five thousand two hundred miles, 

saving nearly eight thousand nautical 

miles1 on a single American route. That 

saving, repeated across every trade lane 

touching the Americas, is why a modest 

Central American waterway still shapes 

freight bills in Dhaka, energy costs in 

Tokyo, and diplomatic calculations in 

Washington and Beijing.

A Century in the Making

Interest in an interoceanic passage date 

to Spain’s colonial era, but the first 

serious attempt came only in 1881, when 

Ferdinand de Lesseps, fresh from 

building the Suez Canal,b tried a 

sea-level channel through Panama’s 

jungle. Disease and engineering 

miscalculation defeated him, and his 

company collapsed in 1889 after tens of thousands of 

workers, mostly felled by malaria and yellow fever, had 

died.2 Washington took up the project after Colombia’s 

Senate rejected an American treaty in 1903,c helping 

precipitate Panama’s separation from Colombia that 

same year. Within weeks, the new Panamanian 

governmentd signed the Hay-Bunau-Varilla Treaty,3 

granting the United States rights to build and control a 

canal zone. American engineers, led eventually by George 

Goethals, finished the canal in 1914. Sovereignty passed 

to Panama under the Torrijos-Carter Treaties of 1977; full 

transfer was completed in 1999, and the Panama Canal 

Authority has operated the waterway since. A 

decade-long expansion, completed in 2016, added a third 

set of locks for larger Neopanamax 

vessels.e4

The canal now carries about five percent 

of world seaborne trade by the 

Authority’s own measure,5 a modest 

global share that understates its 

importance on particular routes. 

Roughly 40% of United States container 

traffic passes through it, and the United 

States is the origin or destination for 

around 70% of the canal’s cargo, with 

China a distant second at roughly a 

fifth.6 Trade between East Asia and the 

American East and Gulf coasts, 

including containerized goods, liquefied 

natural gas, grain, and vehicles, depends 

on the canal because the alternatives, around South 

America or through Suez, add considerable time and 

cost. In fiscal year 2024, the waterway carried more than 

two hundred ten million long tons of cargo across 

roughly eleven thousand transits and generated over 

three billion dollars in tolls,7 with 2026 traffic running 

ahead of last year.8

A Question of Water

None of that moves without fresh water. Ships are lifted 
through the locks using water drawn from Gatun Lake, an 
artificial reservoir, and each transit consumes tens of 
millions of gallons that never return to the system. When 
rainfall runs short, the Authority rations water by limiting 
ship draft or daily transits. That happened in 2023, when an 
El Niño eventf left Panama with its third driest year on 
record, and Gatun Lake fell so far that daily transits were 
cut from a normal thirty-six to twenty-two by December 
2023, with full capacity only returning that August.9 A 
scientific assessment found El Niño, not a detectable 
climate trend, roughly doubled the likelihood of that low 
rainfall, though rising water demand made it worse.10 A 

Cargo bound for the American West Coast rarely needs 

Panama, while cargo destined for the American East and 

Gulf coasts, and American gas and farm exports to Asia, 

are most sensitive to a Panama slowdown.

That sensitivity has mattered again in 2026. Since this 

year’s Iran-United States-Israel war,15 Iran has 

intermittently closed the Strait of Hormuz,k through 

which around a fifth of the world’s oil and a substantial 

share of its liquefied natural gas normally passes.16 

Ceasefires in April and June briefly reopened the strait 

before fighting resumed in July, and by August transits 

remained far below prewar levels while oil prices stayed 

elevated.17 Houthi forces resumed Red Sea attacks in 

solidarity with Iran, undercutting the cautious return to 

Suez routings carriers including Maersk had only just 

begun.18 There is no direct link between the Gulf and 

Panama. The connection is that when Hormuz, the Red 

Sea, and Panama’s water management are all under 

strain in the same year, shippers have fewer safe 

alternatives, and the cost pressure reaches Asian traders 

regardless of which chokepoint is blocked.

The Fight Over the Ports

A parallel dispute over the canal’s ports has run alongside 

these events. President Trump has repeatedly asserted 

that China effectively operates the waterway, a claim 

Panama has consistently rejected;19 the Panama Canal 

Authority has run the canal throughout. What his rhetoric 

actually pointed to was a Hong Kong company’s 

concession to run the Balboa and Cristobal port 

terminals.20 In January 2026 Panama’s Supreme Court 

voided that concession over alleged lost revenue, 

handing the ports on an interim basis to units of Maersk 

and Mediterranean Shipping Company.21 CK Hutchison 

called the move unlawful and began arbitration, while 

China’s foreign ministry protested sharply.22 A separate, 

larger sale of CK Hutchison’s global port network 

remains stuck on Beijing’s demand for a controlling stake 

through COSCO.23 None of this amounts to Chinese 

control of the canal, but it shows how port contracts have 

become proxies in a wider contest over influence in the 

Americas.

Bangladesh’s own shipping barely touches Panama 

directly. More than seventy percent of the country’s 

export containers, overwhelmingly readymade garments 

bound for Europe, the American East Coast, and Canada, 

normally cross the Red Sea and Suez Canal rather than 

the Pacific route Panama serves.24 The exposure that 

matters for Dhaka runs instead through the 

compounding effects described above. When Hormuz 

and the Red Sea are disrupted while Panama manages its 

own water constraints, freight capacity tightens across 

every lane at once, and Bangladeshi exporters reported 

freight surcharges of several hundred dollars per 

container in 2026,25 alongside higher fuel costs tied to 

Gulf energy disruption.26 The link to Panama is indirect, 

but in a system where every major shortcut is under 

strain simultaneously, an economy as trade-dependent 

as Bangladesh has little insulation.

A canal finished in 1914 was built to shorten one nation’s 

coastal shipping. It has become something else, a 

pressure points where drought in Central America, war in 

the Persian Gulf, and great power rivalry in Panama City 

all register, almost at once, in the cost of moving a 

container from Asia to anywhere else. None of these 

pressures are likely to ease soon, and they rarely arrive 

one at a time. For the economies at the far end of these 

supply chains, from Tokyo to Dhaka, the practical lesson 

is not that any single chokepoint will fail, but that so 

many now sit exposed to the same run of bad luck at 

once.
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“Fear of missing out is pushing countries to be present in 

the Arctic and exert political influence, whether or not 

melting ice ultimately opens the region’ said Torbjorn 

Pederson, Professor in the Faculty of Social Sciences.1 

The Arctic is emerging as a potential alternative to 

traditional maritime chokepoints such as the Strait of 

Hormuz and the Suez Canal. The Northern Sea Route is 

the primary artery of the Arctic maritime theater. The 

Northern Sea Route, stretching along Russia’s northern 

coast to the Bering Strait, could open new possibilities 

for Asia-Europe trade. China’s ambition to develop a Polar 

Silk Road connecting Asia and Europe depends on 

cooperation with Russia and access to the Northern Sea 

Route. Russia has presented the Northern Sea Route as 

an international commercial corridor, but it might not be 

the case on the ground.2 Russia treats this route as a 

historically developed national transport route, and 

maintains extensive regulatory authority over navigation 

along it. This raises questions about whether the NSR can 

truly function as an international commercial corridor.

Melting ice has not only drawn major Asian countries like 

China, India, and Japan into the Arctic geopolitical arena 

but has also intensified regional tensions among Arctic 

countries such as Russia, Norway, the USA, and Denmark. 

Alongside the US’s ambitions to gain control of 

Greenland, another power drama is unfolding in Svalbard, 

Norway’s northernmost archipelago. This northern point 

has become a strategic arena of power projection 

because of both its geography and the 1920 Svalbard 

Treaty.3 Norway has absolute sovereignty over Svalbard, 

but citizens of the treaty’s signatory countries, including 

Russia and China, can work and live in Svalbard visa-free. 

Russia has strengthened its presence around Svalbard, 

causing friction with Norway. 

Alongside China, Japan and South Korea, another Asian 

country with a footprint in Svalbard is India. India 

established its first research station in 2008 on the island 

of Spitsbergen. To complement Himadri, India deployed 

the IndARC Observatory in July 2014.4 India’s legal right to 

operate in Svalbard stems directly from the 1920 Svalbard 

Treaty, to which British India was a signatory. 

Independent India actively revived this historic tie in 2007 

by launching its first dedicated scientific expedition to 

Svalbard.5

Russia Opens the Arctic Door to India

The current blockade of maritime routes following the 

recent U.S. and Israeli military operations highlights the 

importance of reliable supply chain and logistics. The 

ongoing Middle East conflict has exposed how vulnerable 

modern warfare is to disruptions in fuel corridors and 

airlift capacity.6 In contemporary conflict, logistics is no 

longer a backstage function. It is the battlefield itself.  

Days before President Vladimir Putin visited India, Russia 

ratified the Reciprocal Exchange of Logistics Agreement 

(RELOS), a military pact which had been under 

negotiation with India for years. Though signed in Moscow 

on February 18, 2025, the agreement formally entered into 

force on January 12, 2026.7 RELOS allows India and Russia 

to provide reciprocal logistical support to each other’s 

warships and aircraft, including access to military bases, 

ports, repair facilities, refueling infrastructure, and 

maintenance services. For India, which still operates 

many Russian military platforms, access to maintenance 

facilities and spare parts is crucial. Strategically, RELOS 

also expands India’s reach into Russia’s Arctic and Far 

North, including facilities along the Northern Sea Route. 

Russia wants to be a fallback partner for countries in the 

Indo-Pacific region in energy, logistics, and supply-chain 

resilience. Given Russia’s strained relationship with 

Europe and the extensive sanctions imposed on it, 

Moscow is seeking greater integration with the 

Indo-Pacific region and greater access to naval ports 

around the Indian Ocean. 

Asia’s Growing Stakes in the Arctic

No South Asian or East Asian countries have territory in 

the Arctic. However, China, India, South 

Korea, Japan, and Singapore hold 

observer status in the Arctic Council 

without voting rights.8 Although they are 

all Asian countries, each is navigating 

icy waters according to its own 

geographical and economic interests. 

China has declared itself a ‘near Arctic 

state' as a great power. On the other 

hand, Japan, South Korea and Singapore 

have greater commercial interest in the 

Arctic. South Korea, as a major 

shipbuilding nation, seeks to connect 

the Northern Sea Route shipping with 

the port of Busan. Among the Asian 

observer states, South Korea was the 

first to formulate an Arctic policy. Japan 

is geographically the closest nation to 

the Arctic. Japan describes its Arctic ambitions as part of 

its broader ocean strategy. Japan operates its research 

station on the island of Spitsbergen in Svalbard. Although 

Japan describes its Arctic policy as primarily 

research-based, Russia may ultimately stand in the way 

of Japan’s pursuit of greater economic opportunities in 

the Arctic. 

The Arctic is no longer an isolated wasteland but is 

emerging as a high-speed corridor for global 

connectivity and digital infrastructure. Today, over 90% of 

data traffic between East Asia and Europe passes 

through vulnerable maritime chokepoints like the Red 

Sea and the Strait of Malacca.9 Recent cable cuts and 

geopolitical turmoil in the Middle East have exposed the 

fragility of global internet backbone infrastructure. 

Finnish, Japanese, and North American partners are 

developing Far North Fiber to connect Japan and Europe 

through the Northwest Passage and North America.10 

Routing fiber through the ice-covered Arctic Ocean 

reduces latency between Tokyo, London, and the Nordics 

by 50 milliseconds while creating a secure alternative to 

traditional Southern routes.11 South Korea is expected to 

serve as one of ‘Polar Connect’s East Asian landing 

points. This project aims to establish a subsea optic 

network between Europe, Asia, and North America.12 It is 

currently in its second development phase, which runs 

from 2026 to 2028. It will provide data connectivity along 

the shortest route, while reducing dependence on 

vulnerable traditional corridors such as the Suez Canal, 

the Red Sea, and the Strait of Malacca. 

polar maritime navigation. Russia accounts for roughly 

53% of the Arctic coastline.16 Commercial use of the 
Northern Sea Route requires cooperation with Russia, as 
it runs along Russia’s Arctic coast. However, access to 
Arctic oil, gas, and critical minerals does not necessarily 
require Russian cooperation, as these resources are also 
found in other Arctic states.

Both South Korea and Japan recognize that growing risks 
in traditional chokepoints such as the Red Sea and the 
Suez Canal make Arctic routes strategically vital. South 
Korea is preparing a pilot Arctic voyage between Busan 
and Rotterdam in 2026 as part of its broader plan to 
establish a regular Korea–Europe Arctic shipping route by 

2030.17 South Korea and Japan are investing heavily in 
next-generation icebreakers: for example, Japan’s ‘Mirai II’ 
research vessel and South Korea's state-funded 

icebreaker initiatives.18 Both countries have deepened 
polar scientific, environmental, and diplomatic ties with 
western Arctic states such as Canada, the US (Alaska), 
Norway, and Denmark, focusing on green shipbuilding, 
autonomous navigation, and polar climate research. 
South Korea is also considering alternative routes to the 
NSR as it prepares for expanded Arctic shipping. 

The Arctic Endgame

The real question is not who will win the Arctic race, but 
whether competing states can cooperate long enough to 
keep the emerging route navigable, stable, and 
governable. In the Arctic, even rivals eventually meet on 
the same slippery ice. The Arctic endgame, however, will 
not be decided by any country successfully excluding all 
the others. Russia controls much of the coastline and 
infrastructure surrounding the Northern Sea Route,

The Northern Sea Route (NSR) runs along Russia’s Arctic 
coast from the Barents Sea to the Bering Strait and sits 
at the center of Asian interest in Arctic shipping. 
Compared with the Suez Canal route, it can shorten the 

Asia-Europe journey by about 7,000 kilometers.19 Yet the 
NSR remains seasonal, costly, and dependent on Russian 
infrastructure. Ships often require icebreaker support to 
navigate the Northern Sea Route. Operators must also 
comply with Russian regulations and manage 

sanctions-related risks.20 Moscow has repeatedly revised 
its cargo targets for the route: It reflects how difficult 

large-scale commercial expansion remains. The Bering 
Strait adds another strategic constraint because every 
NSR voyage must pass between Russia and Alaska. 
Climate change has reduced Arctic Sea ice and opened 
longer navigation windows, but conditions remain 
unpredictable. Floating ice, harsh weather, limited 
infrastructure, and political tensions continue to restrict 
year-round use. For Asian shippers, the NSR offers 
potential, but it is still far from becoming a reliable 
alternative to the Suez Canal.
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that could be used in Russian defense manufacturing. 
India has been a long-standing ally of Russia and 
maintained close strategic and economic relations with 
Russia despite the war in Ukraine, while publicly 
advocating dialogue and diplomacy to end the conflict. 
India relies on Russia for crude oil imports, particularly as 
crude oil supplies from the Middle East have faced 

disruption.15 Only by carefully safeguarding the 
relationship with Nordic countries can India sustain its 
Arctic ambitions in the long term. India pursues a policy 
of strategic autonomy. It uses Nordic partnerships for 
technology, climate research, and green manufacturing, 
while partnering with Russia for energy security and 

new El Niño developing through 2026 has prompted the 
Authority to cut Neopanamax draft limits in stages since 
July,11 though officials have so far avoided cutting daily 
transit numbers.

How Disruption Reaches Asia

Because so much of the canal’s business connects East 

Asia with the American East Coast,  disruption there 

reaches Asian supply chains mainly through freight rates 

rather than any direct blockage of Asian ports. That 

mechanism was evident in 2023 and 2024. As Panama’s 

drought was cutting canal transits, a separate crisis 

broke out in the Red Sea,g where Houthih fighters began 

firing on commercial ships. Most shipping lines 

responded by avoiding the Red Sea altogether, sailing the 

long way around Africa’s Cape of Good Hopei instead.13  

With two of the world’s main shortcuts constrained at the 

same time, container shipping rates from Shanghai to the 

American coasts and to Europe jumped sharply within 

weeks. The United Nations trade bodyj warned that if this 

continued, it could push consumer prices higher around 

the world.14 Not every Asian lane is equally exposed. 

The connection is that when Hormuz, the Red Sea, 
and Panama’s water management are all under 
strain in the same year, shippers have fewer safe 
alternatives, and the cost pressure reaches Asian 
traders regardless of which chokepoint is blocked.

‘ ‘
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A container ship leaving Shanghai for New York has a 

choice most travelers never face. It can cross the Pacific, 

thread a channel through Central America, and reach the 

American Atlantic coast in a few weeks, or sail around 

Cape Horn,a once a journey of months. Before 1914, there 

was no choice at all, and rounding South America was the 

only option, roughly thirteen thousand nautical miles 

between New York and San Francisco. A fifty-mile cut 

through the Isthmus of Panama shortened that voyage to 

about five thousand two hundred miles, 

saving nearly eight thousand nautical 

miles1 on a single American route. That 

saving, repeated across every trade lane 

touching the Americas, is why a modest 

Central American waterway still shapes 

freight bills in Dhaka, energy costs in 

Tokyo, and diplomatic calculations in 

Washington and Beijing.

A Century in the Making

Interest in an interoceanic passage date 

to Spain’s colonial era, but the first 

serious attempt came only in 1881, when 

Ferdinand de Lesseps, fresh from 

building the Suez Canal,b tried a 

sea-level channel through Panama’s 

jungle. Disease and engineering 

miscalculation defeated him, and his 

company collapsed in 1889 after tens of thousands of 

workers, mostly felled by malaria and yellow fever, had 

died.2 Washington took up the project after Colombia’s 

Senate rejected an American treaty in 1903,c helping 

precipitate Panama’s separation from Colombia that 

same year. Within weeks, the new Panamanian 

governmentd signed the Hay-Bunau-Varilla Treaty,3 

granting the United States rights to build and control a 

canal zone. American engineers, led eventually by George 

Goethals, finished the canal in 1914. Sovereignty passed 

to Panama under the Torrijos-Carter Treaties of 1977; full 

transfer was completed in 1999, and the Panama Canal 

Authority has operated the waterway since. A 

decade-long expansion, completed in 2016, added a third 

set of locks for larger Neopanamax 

vessels.e4

The canal now carries about five percent 

of world seaborne trade by the 

Authority’s own measure,5 a modest 

global share that understates its 

importance on particular routes. 

Roughly 40% of United States container 

traffic passes through it, and the United 

States is the origin or destination for 

around 70% of the canal’s cargo, with 

China a distant second at roughly a 

fifth.6 Trade between East Asia and the 

American East and Gulf coasts, 

including containerized goods, liquefied 

natural gas, grain, and vehicles, depends 

on the canal because the alternatives, around South 

America or through Suez, add considerable time and 

cost. In fiscal year 2024, the waterway carried more than 

two hundred ten million long tons of cargo across 

roughly eleven thousand transits and generated over 

three billion dollars in tolls,7 with 2026 traffic running 

ahead of last year.8

A Question of Water

None of that moves without fresh water. Ships are lifted 
through the locks using water drawn from Gatun Lake, an 
artificial reservoir, and each transit consumes tens of 
millions of gallons that never return to the system. When 
rainfall runs short, the Authority rations water by limiting 
ship draft or daily transits. That happened in 2023, when an 
El Niño eventf left Panama with its third driest year on 
record, and Gatun Lake fell so far that daily transits were 
cut from a normal thirty-six to twenty-two by December 
2023, with full capacity only returning that August.9 A 
scientific assessment found El Niño, not a detectable 
climate trend, roughly doubled the likelihood of that low 
rainfall, though rising water demand made it worse.10 A 

Cargo bound for the American West Coast rarely needs 

Panama, while cargo destined for the American East and 

Gulf coasts, and American gas and farm exports to Asia, 

are most sensitive to a Panama slowdown.

That sensitivity has mattered again in 2026. Since this 

year’s Iran-United States-Israel war,15 Iran has 

intermittently closed the Strait of Hormuz,k through 

which around a fifth of the world’s oil and a substantial 

share of its liquefied natural gas normally passes.16 

Ceasefires in April and June briefly reopened the strait 

before fighting resumed in July, and by August transits 

remained far below prewar levels while oil prices stayed 

elevated.17 Houthi forces resumed Red Sea attacks in 

solidarity with Iran, undercutting the cautious return to 

Suez routings carriers including Maersk had only just 

begun.18 There is no direct link between the Gulf and 

Panama. The connection is that when Hormuz, the Red 

Sea, and Panama’s water management are all under 

strain in the same year, shippers have fewer safe 

alternatives, and the cost pressure reaches Asian traders 

regardless of which chokepoint is blocked.

The Fight Over the Ports

A parallel dispute over the canal’s ports has run alongside 

these events. President Trump has repeatedly asserted 

that China effectively operates the waterway, a claim 

Panama has consistently rejected;19 the Panama Canal 

Authority has run the canal throughout. What his rhetoric 

actually pointed to was a Hong Kong company’s 

concession to run the Balboa and Cristobal port 

terminals.20 In January 2026 Panama’s Supreme Court 

voided that concession over alleged lost revenue, 

handing the ports on an interim basis to units of Maersk 

and Mediterranean Shipping Company.21 CK Hutchison 

called the move unlawful and began arbitration, while 

China’s foreign ministry protested sharply.22 A separate, 

larger sale of CK Hutchison’s global port network 

remains stuck on Beijing’s demand for a controlling stake 

through COSCO.23 None of this amounts to Chinese 

control of the canal, but it shows how port contracts have 

become proxies in a wider contest over influence in the 

Americas.

Bangladesh’s own shipping barely touches Panama 

directly. More than seventy percent of the country’s 

export containers, overwhelmingly readymade garments 

bound for Europe, the American East Coast, and Canada, 

normally cross the Red Sea and Suez Canal rather than 

the Pacific route Panama serves.24 The exposure that 

matters for Dhaka runs instead through the 

compounding effects described above. When Hormuz 

and the Red Sea are disrupted while Panama manages its 

own water constraints, freight capacity tightens across 

every lane at once, and Bangladeshi exporters reported 

freight surcharges of several hundred dollars per 

container in 2026,25 alongside higher fuel costs tied to 

Gulf energy disruption.26 The link to Panama is indirect, 

but in a system where every major shortcut is under 

strain simultaneously, an economy as trade-dependent 

as Bangladesh has little insulation.

A canal finished in 1914 was built to shorten one nation’s 

coastal shipping. It has become something else, a 

pressure points where drought in Central America, war in 

the Persian Gulf, and great power rivalry in Panama City 

all register, almost at once, in the cost of moving a 

container from Asia to anywhere else. None of these 

pressures are likely to ease soon, and they rarely arrive 

one at a time. For the economies at the far end of these 

supply chains, from Tokyo to Dhaka, the practical lesson 

is not that any single chokepoint will fail, but that so 

many now sit exposed to the same run of bad luck at 

once.
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“Fear of missing out is pushing countries to be present in 

the Arctic and exert political influence, whether or not 

melting ice ultimately opens the region’ said Torbjorn 

Pederson, Professor in the Faculty of Social Sciences.1 

The Arctic is emerging as a potential alternative to 

traditional maritime chokepoints such as the Strait of 

Hormuz and the Suez Canal. The Northern Sea Route is 

the primary artery of the Arctic maritime theater. The 

Northern Sea Route, stretching along Russia’s northern 

coast to the Bering Strait, could open new possibilities 

for Asia-Europe trade. China’s ambition to develop a Polar 

Silk Road connecting Asia and Europe depends on 

cooperation with Russia and access to the Northern Sea 

Route. Russia has presented the Northern Sea Route as 

an international commercial corridor, but it might not be 

the case on the ground.2 Russia treats this route as a 

historically developed national transport route, and 

maintains extensive regulatory authority over navigation 

along it. This raises questions about whether the NSR can 

truly function as an international commercial corridor.

Melting ice has not only drawn major Asian countries like 

China, India, and Japan into the Arctic geopolitical arena 

but has also intensified regional tensions among Arctic 

countries such as Russia, Norway, the USA, and Denmark. 

Alongside the US’s ambitions to gain control of 

Greenland, another power drama is unfolding in Svalbard, 

Norway’s northernmost archipelago. This northern point 

has become a strategic arena of power projection 

because of both its geography and the 1920 Svalbard 

Treaty.3 Norway has absolute sovereignty over Svalbard, 

but citizens of the treaty’s signatory countries, including 

Russia and China, can work and live in Svalbard visa-free. 

Russia has strengthened its presence around Svalbard, 

causing friction with Norway. 

Alongside China, Japan and South Korea, another Asian 

country with a footprint in Svalbard is India. India 

established its first research station in 2008 on the island 

of Spitsbergen. To complement Himadri, India deployed 

the IndARC Observatory in July 2014.4 India’s legal right to 

operate in Svalbard stems directly from the 1920 Svalbard 

Treaty, to which British India was a signatory. 

Independent India actively revived this historic tie in 2007 

by launching its first dedicated scientific expedition to 

Svalbard.5

Russia Opens the Arctic Door to India

The current blockade of maritime routes following the 

recent U.S. and Israeli military operations highlights the 

importance of reliable supply chain and logistics. The 

ongoing Middle East conflict has exposed how vulnerable 

modern warfare is to disruptions in fuel corridors and 

airlift capacity.6 In contemporary conflict, logistics is no 

longer a backstage function. It is the battlefield itself.  

Days before President Vladimir Putin visited India, Russia 

ratified the Reciprocal Exchange of Logistics Agreement 

(RELOS), a military pact which had been under 

negotiation with India for years. Though signed in Moscow 

on February 18, 2025, the agreement formally entered into 

force on January 12, 2026.7 RELOS allows India and Russia 

to provide reciprocal logistical support to each other’s 

warships and aircraft, including access to military bases, 

ports, repair facilities, refueling infrastructure, and 

maintenance services. For India, which still operates 

many Russian military platforms, access to maintenance 

facilities and spare parts is crucial. Strategically, RELOS 

also expands India’s reach into Russia’s Arctic and Far 

North, including facilities along the Northern Sea Route. 

Russia wants to be a fallback partner for countries in the 

Indo-Pacific region in energy, logistics, and supply-chain 

resilience. Given Russia’s strained relationship with 

Europe and the extensive sanctions imposed on it, 

Moscow is seeking greater integration with the 

Indo-Pacific region and greater access to naval ports 

around the Indian Ocean. 

Asia’s Growing Stakes in the Arctic

No South Asian or East Asian countries have territory in 

the Arctic. However, China, India, South 

Korea, Japan, and Singapore hold 

observer status in the Arctic Council 

without voting rights.8 Although they are 

all Asian countries, each is navigating 

icy waters according to its own 

geographical and economic interests. 

China has declared itself a ‘near Arctic 

state' as a great power. On the other 

hand, Japan, South Korea and Singapore 

have greater commercial interest in the 

Arctic. South Korea, as a major 

shipbuilding nation, seeks to connect 

the Northern Sea Route shipping with 

the port of Busan. Among the Asian 

observer states, South Korea was the 

first to formulate an Arctic policy. Japan 

is geographically the closest nation to 

the Arctic. Japan describes its Arctic ambitions as part of 

its broader ocean strategy. Japan operates its research 

station on the island of Spitsbergen in Svalbard. Although 

Japan describes its Arctic policy as primarily 

research-based, Russia may ultimately stand in the way 

of Japan’s pursuit of greater economic opportunities in 

the Arctic. 

The Arctic is no longer an isolated wasteland but is 

emerging as a high-speed corridor for global 

connectivity and digital infrastructure. Today, over 90% of 

data traffic between East Asia and Europe passes 

through vulnerable maritime chokepoints like the Red 

Sea and the Strait of Malacca.9 Recent cable cuts and 

geopolitical turmoil in the Middle East have exposed the 

fragility of global internet backbone infrastructure. 

Finnish, Japanese, and North American partners are 

developing Far North Fiber to connect Japan and Europe 

through the Northwest Passage and North America.10 

Routing fiber through the ice-covered Arctic Ocean 

reduces latency between Tokyo, London, and the Nordics 

by 50 milliseconds while creating a secure alternative to 

traditional Southern routes.11 South Korea is expected to 

serve as one of ‘Polar Connect’s East Asian landing 

points. This project aims to establish a subsea optic 

network between Europe, Asia, and North America.12 It is 

currently in its second development phase, which runs 

from 2026 to 2028. It will provide data connectivity along 

the shortest route, while reducing dependence on 

vulnerable traditional corridors such as the Suez Canal, 

the Red Sea, and the Strait of Malacca. 

polar maritime navigation. Russia accounts for roughly 

53% of the Arctic coastline.16 Commercial use of the 
Northern Sea Route requires cooperation with Russia, as 
it runs along Russia’s Arctic coast. However, access to 
Arctic oil, gas, and critical minerals does not necessarily 
require Russian cooperation, as these resources are also 
found in other Arctic states.

Both South Korea and Japan recognize that growing risks 
in traditional chokepoints such as the Red Sea and the 
Suez Canal make Arctic routes strategically vital. South 
Korea is preparing a pilot Arctic voyage between Busan 
and Rotterdam in 2026 as part of its broader plan to 
establish a regular Korea–Europe Arctic shipping route by 

2030.17 South Korea and Japan are investing heavily in 
next-generation icebreakers: for example, Japan’s ‘Mirai II’ 
research vessel and South Korea's state-funded 

icebreaker initiatives.18 Both countries have deepened 
polar scientific, environmental, and diplomatic ties with 
western Arctic states such as Canada, the US (Alaska), 
Norway, and Denmark, focusing on green shipbuilding, 
autonomous navigation, and polar climate research. 
South Korea is also considering alternative routes to the 
NSR as it prepares for expanded Arctic shipping. 

The Arctic Endgame

The real question is not who will win the Arctic race, but 
whether competing states can cooperate long enough to 
keep the emerging route navigable, stable, and 
governable. In the Arctic, even rivals eventually meet on 
the same slippery ice. The Arctic endgame, however, will 
not be decided by any country successfully excluding all 
the others. Russia controls much of the coastline and 
infrastructure surrounding the Northern Sea Route,

The Northern Sea Route (NSR) runs along Russia’s Arctic 
coast from the Barents Sea to the Bering Strait and sits 
at the center of Asian interest in Arctic shipping. 
Compared with the Suez Canal route, it can shorten the 

Asia-Europe journey by about 7,000 kilometers.19 Yet the 
NSR remains seasonal, costly, and dependent on Russian 
infrastructure. Ships often require icebreaker support to 
navigate the Northern Sea Route. Operators must also 
comply with Russian regulations and manage 

sanctions-related risks.20 Moscow has repeatedly revised 
its cargo targets for the route: It reflects how difficult 

large-scale commercial expansion remains. The Bering 
Strait adds another strategic constraint because every 
NSR voyage must pass between Russia and Alaska. 
Climate change has reduced Arctic Sea ice and opened 
longer navigation windows, but conditions remain 
unpredictable. Floating ice, harsh weather, limited 
infrastructure, and political tensions continue to restrict 
year-round use. For Asian shippers, the NSR offers 
potential, but it is still far from becoming a reliable 
alternative to the Suez Canal.
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companies and individuals for exporting "dual-use" goods 
that could be used in Russian defense manufacturing. 
India has been a long-standing ally of Russia and 
maintained close strategic and economic relations with 
Russia despite the war in Ukraine, while publicly 
advocating dialogue and diplomacy to end the conflict. 
India relies on Russia for crude oil imports, particularly as 
crude oil supplies from the Middle East have faced 

disruption.15 Only by carefully safeguarding the 
relationship with Nordic countries can India sustain its 
Arctic ambitions in the long term. India pursues a policy 
of strategic autonomy. It uses Nordic partnerships for 
technology, climate research, and green manufacturing, 
while partnering with Russia for energy security and 

new El Niño developing through 2026 has prompted the 
Authority to cut Neopanamax draft limits in stages since 
July,11 though officials have so far avoided cutting daily 
transit numbers.

How Disruption Reaches Asia

Because so much of the canal’s business connects East 

Asia with the American East Coast,  disruption there 

reaches Asian supply chains mainly through freight rates 

rather than any direct blockage of Asian ports. That 

mechanism was evident in 2023 and 2024. As Panama’s 

drought was cutting canal transits, a separate crisis 

broke out in the Red Sea,g where Houthih fighters began 

firing on commercial ships. Most shipping lines 

responded by avoiding the Red Sea altogether, sailing the 

long way around Africa’s Cape of Good Hopei instead.13  

With two of the world’s main shortcuts constrained at the 

same time, container shipping rates from Shanghai to the 

American coasts and to Europe jumped sharply within 

weeks. The United Nations trade bodyj warned that if this 

continued, it could push consumer prices higher around 

the world.14 Not every Asian lane is equally exposed. 


