High profits ensure rapid Middle Eastern arms racing and escalation.  
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Authors have introduced the idea that the oil boom and bust cycle is coupled not only with the secular global business cycle but also endogenously with geopolitical cycles in military spending followed by military adventurism. Once again, high oil prices from 2011 to 2014 were accompanied by sharp increases in military expenditure in oil producing countries across the Middle East, which eventually has translated into escalating conflicts once oil prices receded (2014–2016). At the end of 2017, markets were caught between upward oil price momentum, driven by risk premiums related to these escalating conflicts, and the potential for higher competition among oil producers as technology advances has driven new oil supplies. As in past cycles, rising oil prices invite efficiency gains and wider adoption of alternative fuels.
In light of rising geopolitical risks across the Middle East, including key populations that are restive in Iran and Saudi Arabia, we revisit our prior work on regime change and oil supply disruptions. We survey our findings on potential medium-term production disruptions that would affect global supply adversely over periods of three to five years. We suggest that a longer lasting structural shift back to upward cycles could be expected if the proxy wars between Iran and Saudi Arabia in Yemen and the Levant intensify into overt war similar in magnitude to the Iran-Iraq war of the 1980s, wherein oil-production facilities were intentionally targeted and bombarded.
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