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1. Mongolia’s Strategic Priority for
Supply Chain Resilience

In March 2026, Iran's closure of the Strait of Hormuz triggered an immediate spike in
ol prices and raised concerns across global markets over access to fuel, fertilizers,
and other critical inputs. The lesson is undeniable: countries that depend heavily on a
single supply route can be affected by disruptions far beyond their own borders.

Amid rising geopolitical and economic uncertainty, countries are placing greater
emphasis on reducing critical dependencies on external actors. Indeed,
self-sufficiency in strategic sectors is increasingly intertwined with

economic security and strategic autonomy.

Mongolia’s current reality is as follows: the country is not only
dependent on a single market for its exports, but is also placing a high-
stakes bet on a single supplier for critical economic inputs. Should
Russian supplies be disrupted or China’s borders close, Mongolia would
face immediate and significant disruptions that would reverberate
throughout the economy.

#

Capacity exists, but strategic choices are required

With its abundant natural resources, Mongolia has the potential to reduce several of
its key supply chain vulnerabilities. Realizing this potential, however, will require long-
term deliberate policy decisions.

e Ultimately, these issues should not be evaluated solely fromm a commercial
standpoint. Strengthening domestic capacity is an investment in Mongolia’s
economic resilience and, in turn, its ability to maintain strategic autonomy in an
Increasingly uncertain world.

While fuel and food security are the most visible dimensions of
! supply-chain vulnerabilities, three deeper risks deserve greater
attention.

Mongolia has a
strategic imperative for
developing domestic
production capacity,
particularly given the
availability of the
necessary inputs and

resources.




2. Grid Constraints Hindering Economic Growth (risk 1)

THE PROBLEM

For decades, Mongolia’s energy system has been built around a small number of Expanding the grid to serve these remote projects can be both costly and time-
centralized coal power plants serving major urban and industrial centers, consuming. In some cases, the cost of transmission infrastructure can approach or
alongside electricity imports from Russia and China, which account for roughly a even exceed the cost of generation itself. Delays in grid expansion can also

quarter of total supply. undermine project viability by increasing financing risks and exposing investments
However, at present, many of Mongolia’s promising resource and industrial to shifting commodity cycles and market conditions.

projects are located hundreds of kilometers from existing transmission As a result, Mongolia's underdeveloped grid, with its limited
Infrastructure. This geographic mismatch has created a persistent bottleneck to geographic coverage, is increasingly becoming a risk to
Investment and economic growth. economic growth.

POTENTIAL SOLUTION

Mongolia's abundant uranium, wind, and solar resources enable a more flexible, distributed energy strategy

Rather than following the sequence of “build grid first, then attract investment,” a more adaptive model of deploying energy infrastructure in response to where
iInvestment is already materializing may be more suited to Mongolia’s vast geography, dispersed mineral deposits, growing Al and data center opportunities, and
abundant renewable resources.

In this context, renewables, well suited to modular deployment, play an immediate and scalable role. Importantly, the South Gobi wind and solar resources offer
both domestic supply and export potential to China.

In the long term, Mongolia’s substantial uranium reserves (ranking ~12th in the world) provide a pathway toward energy diversification. The Zuuvch-Ovoo uranium
project, being developed through Mongolia’s partnership with France’s Orano, lays the groundwork for the country’s potential future development of nuclear
energy.

Small Modular Reactors (SMRs), in particular, could provide Mongolia with a reliable source of energy capable of supporting industrial clusters. Experts highlight
the suitability of SMRs for Mongolia's geography and energy needs, citing their scalability, shorter construction timelines, and affordability.

Taken together, integrating advanced nuclear technologies such as SMRs with wind and solar development could help unlock investment by bringing reliable
energy closer to emerging mining, industrial, and data center projects, reducing dependence on costly grid expansion.




3. No Fertilizer, No Harvest (risk 2)

THE PROBLEM

Mongolia’s great dependence on imported nitrogen

POTENTIAL SOLUTIONS

Mongolia has the potential to develop a domestic fertilizer

iIndustry, supported by its abundant resources
Mongolia imports around half of its food, and the crops it does grow

domestically are limited by fertilizer availability. As of 2025, on average, Mongolia Solution1:  The country possesses potassium deposits associated with dried

consumes more than 200,000 tonnes of fertilizer per year, of which about 95% lake basins in the Gobi region and substantial phosphorus

s imported reserves, providing key inputs for potash and phosphate fertilizer
' production.

The majority of imported fertilizer consists of chemical fertilizers, particularly _ The ol T a0 | ) Technol Park o
nitrogen-based fertilizers. Nitrogen fertilizers can only be produced by reforming Solution 2: € planned lavantoigol Industrial and lechnology Park may offer

e : : feasibl thway for pr INg nitr n fertilizers: it |
natural gas or gasifying coal, and Mongolia currently lacks the capacity to a feasible pathway for producing nitrogen fertilizers: its coa

. . , chemical plant will process 2.7 million tonnes of washed coal
manufacture them domestically, leaving the country dependent on imports from annually into 100,000 tonnes of ammonia, which can then be

Russia. converted into urea, the world's most widely used nitrogen
fertilizer.

e Precedent exists: China's reliance on coal-based urea
production has strengthened its fertilizer security, reducing
exposure to natural gas price volatility and external supply

300,000 disruptions. Around 78% of China's urea output is
o produced from coal, allowing it to remain more self-
o sufficient despite recent turmoill in global fertilizer markets.

Imports of nitrogen fertilizers from Russia have steadily increased

200,000 Solution 3: In principle, renewable electricity could be used to produce

hydrogen via electrolysis, which is then combined with nitrogen

tonnes

100,000 — o

i from the air to make ammonia (green ammonia), the core input

for nitrogen fertilizers. China recently commissioned the world's

il Mongolia relies heavily on fertilizer imports from Russia, largest green hydrogen-ammonia project in neighboring Inner
which accounted for 99% of its nitrogen fertilizer imports Mongolia.
in 2025.
0 As around 60% of Mongolia's farmland suffers from severe
N P N S\ N\ degradation, domestic fertilizer production could help increase

Source: Mongolian Customs data, Code: 3102

agricultural productivity and reduce food import dependence.



4. The Mining Explosives Constraint
(Risk 3)

THE PROBLEM

Mongolia is entirely dependent on imports for an input that is
physically non-negotiable for mining operations

Mongolian companies holding import licenses bring in approximately 200,000

tonnes of explosive raw materials annually, sourced predominantly from Russia and

China. In particular, Mongolia is heavily reliant on Russian ammonium nitrate, a key

iInput in the production of mining explosives, for its mining sector.

¢ Russia has recently suspended ammonium nitrate exports for a month to

prioritize domestic agricultural needs amid global supply concerns. Although
Mongolia was not affected, the decision illustrates that export access is
ultimately contingent on Russian domestic conditions, and that a disruption
could materialize with little warning.

Despite its overwhelming importance to the mining sector, Mongolia currently holds
no domestic ammonium nitrate production capacity.

POTENTIAL SOLUTION

A coal-chemical complex such as the Baganuur Industrial Technological Park
could produce ammonia from coal, a key precursor to ammonium nitrate and,
ultimately, mining explosives.

As the backbone of Mongolia’s economy, the mining sector is of
critical importance, making the reduction of external dependencies
that constrain its operations essential to economic stability.




5. Managing What Mongolia Can Control

Some supply chain risks lie beyond Mongolia's control, including global
commodity cycles, domestic conditions in neighboring countries, and
geopolitical tensions. Others are controllable, determined by domestic
choices in production, regulation, and infrastructure planning, among
others. This brief has mapped three such controllable risks, but they are

a starting point, not the full picture.

Two things are within Mongolia's power:

Map every controllable risk, sector by sector. Each
ministry/industry should audit its critical inputs,
supply concentration, and substitution capacity.

Build a strategic reduction plan for each identified
risk. Vulnerabilities should be addressed through
roadmaps outlining legal steps, financing, and
timelines to reduce exposure.

Doing so requires sustained political and legal backing, paired with the policy
support to convert Mongolia’s potential into reality.

Legislative speed is possible when the political will
exists: In November 2024, Parliament approved amendments
to the Law on Nuclear Energy, establishing the legal framework
for the Zuuvch-Ovoo investment agreement with Orano. A
similar level of political commitment now needs to extend to
SMR deployment, to the coal-chemical complexes that could
reduce fertilizer and explosives dependencies, and to the
broader set of controllable risks.

Strong policy support is essential: Renewables illustrate
the point— resource potential is established, but land allocation,
multi-stage permitting, tariff approval, and PPA negotiation
remain bottlenecks, requiring robust policy action. Moreover,
given the state's limited fiscal capacity, strengthening the
iInvestment climate, expanding public-private partnerships, and
exploring alternative financing mechanisms will be essential to

addressing these risks.



6. Useful References

News & Articles:
https://www.newnuclearwatchinstitute.org/news/press-release-mongolian-experts-back-nuclear-energy-new-survey-shows
https://www.politico.eu/article/mongolia-failure-arrest-vladimir-putin-international-warrant-international-criminal-court/
https://www.reuters.com/world/asia-pacific/china-taps-fertiliser-reserves-hormuz-closure-disrupts-global-supply-2026-03-13/
https://www.reuters.com/graphics/IRAN-CRISIS/CHINA-UREA/zgpolzxigvd/

https://med.gov.mn/post/174207

https://mongoliainc.com/about-mongolia/energy-sector/

https://www.orano.group/finance-raa2024/en/34/

https://en.mininginsight.mn/index.php?newsid=389; https://www.mongolianminingjournal.com/a/73833
https://mongoltv.mn/post/174138; https://isee.mn/n/70822

https://erdenesitp.mn/?p=29737

https://www.facebook.com/reel/4455119918078196; https://www.bloombergtv.mn/news/h104
http://www.transgasdevelopment.com/about/fertilizers.php; https://caeid.muls.edu.mn/view_news.php?id=178
https://journal.num.edu.mn/BusinessAndlnnovation/article/download/8901/7912/18106
https://www.reuters.com/business/russia-imposes-restrictions-some-nitrogen-fertiliser-exports-2026-03-24/
http://www.goinnermongolia.com.cn/2025-07/09/c_1107842.htm

https://cnbc.mn/news/h221w0; https://mining.mn/content/2782

https://erdenesitp.mn/?p=28062&lang=en#pll_switcher; https://baganuur-itp.mn/Ist/napkumnH-TaHmiuyynra

Reports:

Enkhgerel, N., Nergui, O., Paisiripas, R. (2026, January). Decarbonizing Mongolia’s Energy Sector: A Techno-Economic Analysis of Hylbrid Energy Solutions.
Retrieved from https://onlinelibrary.wiley.com/doi/epdf/10.1155/etep/6371402

National Security Council of Mongolia Institute for Strategic Studies & ESCAP (2025). Mongolia’s Energy Resilience: Opportunities and Risks

Retrieved from https://www.unescap.org/sites/default/d8files/event-documents/Mongolia%27s%20Energy%20Resilience%200pportunities %20and%20Risks. pdf

Statistics:
https://gaali.mn/statistic/detail/04
https://gaali.mn/statistic/news/69bcfb 766337364 3bfb8fe7




PREVIOUS BRIEFS

think
mo

Caution for the Future:

Looking Beyond Resource Swings in Fiscal
e = e A g S i

Policy .

Brief Ne1
Click HERE to read

THHm -

MonronkiH TaTaacHel Goanoro

Ol T TRl DO D SLlATTN
spatairn Bava T

Brief Ne5
Click HERE to read

i ==

Faolioy Bricf
(TR

= .
——] —

-
WA e

fiw '
r_.-_-lu i

| -

L ra

ki

R ot
| BERLTTE

T (g S
T, vmmuym s

2026 oHBI TEBCBB:

OHUnor, @2p4nenT, 3pcaan e

Brief Ne2
Click HERE to read

-0 ¢

Mongolia's Wealth Management:
The Past, the Presant, and the Future .,

Brief N26
Click HERE to read

LT TN o L _...__-_ -

Global Energy Transition:

Opparunities and Impications for

Maongolia e

Brief Ne3
Click HERE to read

- - ‘:l t ; i
th\hmg'o -'
Research Institute ey

Mongolia's Strategic Deposits:
A Framework Under Strain in the Ciritical
Minerals Race e T

Brief Ne7
Click HERE to read

“= thinkmongol

....ee-  Research Institute

0y
r -I) -'1|
k]
Mining Diversification is Critical
for Mongolia's Future e -

Brief Ne4
Click HERE to read

Explore more

https://thinkmongol.mn



https://thinkmongol.mn/en/policy-briefs/policybrief-1
https://thinkmongol.mn/en/policy-briefs/policybriefs-5
https://thinkmongol.mn/en/policy-briefs/policybrief-2
https://thinkmongol.mn/en/policy-briefs/policybrief-6
https://thinkmongol.mn/en/policy-briefs/policybrief-3
https://thinkmongol.mn/en/policy-briefs/policybrief-7
https://thinkmongol.mn/en/policy-briefs/policybrief-4
https://thinkmongol.mn

Disclaimer

This policy brief presents the independent analysis of the author, based on publicly available information as of June 2026. The views expressed do not
necessarily reflect those of Think Mongol Institute, its staff, or affiliates. Mention of specific policies, governments, or entities does not imply
endorsement or opposition. This document is provided ‘as is’ without warranties of any kind. Neither the author nor Think Mongol Institute makes any
representations or guarantees as to the accuracy, completeness, or timeliness of the information contained herein, and shall not be held liable for any
errors, omissions, or outcomes arising from its use. All external data and references are drawn from publicly available sources believed to be reliable,
but their accuracy and completeness cannot be guaranteed. The content is provided solely for informational and academic purposes and should not
be construed as financial, legal, or policy advice. Readers are encouraged to verify information with primary sources and exercise their own judgment
when interpreting this material. In no event shall the author or Think Mongol Institute be liable for any direct, indirect, incidental, or consequential
damages arising from the use of this document.

This policy brief is produced by Think Mongol Institute. No part of this document may be reproduced, distributed, or published without the prior written
consent of Think Mongol Institute, except for brief quotations in reviews or articles with proper attribution.

Find us at:

Website — https://thinkmongol.mn

Facebook — TuHK MoHron /Think Mongol/ EERETRET

LinkedIn — Think Mongol Institute R CORRR 1)

Email: contact@thinkmongol.mn fesscceen.
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