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Disclaimer

The Research Horizon series is published by the Centre for the Study of Global Economic
Futures (CSGEF) for analytical, educational, and informational purposes only. The views,
findings, and conclusions expressed herein represent the independent research and
editorial judgment of CSGEF and its contributing authors, and do not constitute financial,
investment, legal, or policy advice. They should not be construed as the official position of
any government, regulatory authority, sovereign institution, or organizational partner with
which CSGEF maintains a formal or informal affiliation. While CSGEF endeavors to ensure
the accuracy, reliability, and currency of all published content, no representations or
warranties — express or implied — are made regarding the completeness or fitness for
purpose of any material in this series. Economic conditions, policy environments, and
institutional frameworks are subject to change, and content may not reflect the most
recent developments at the time of reading. CSGEF accepts no responsibility or liability for
any loss, damage, or consequence arising directly or indirectly from reliance upon, or action
taken based on, any content published under this series. Readers are advised to seek
independent professional counsel before making any decisions informed by the analysis
presented herein.

Intellectual Property Rights and Copyright

© 2025-2026 Centre for the Study of Global Economic Futures (CSGEF). All content
published under the Research Horizon — including research reports, data visualizations,
and all editorial and research content—constitutes original intellectual property of CSGEF
and is protected under applicable copyright law. Where content is attributed to a named
researcher, fellow, or commissioned author, CSGEF jointly holds copyright and the
respective author in accordance with their engagement agreement with the Centre.
Materials from this series may be cited for non-commercial academic, educational, or
policy research purposes, provided full attribution is given in the format: [Author Name(s)], "
[Report Title]," Research Paper, Centre for the Study of Global Economic Futures (CSGEF),
[Month Year], https:/csgeforg/research-horizon/#. Reproduction of full reports or
substantial portions thereof, commercial use, translation for publication, adaptation, or
incorporation of series content into artificial intelligence training datasets or language
model repositories, is strictly prohibited without the prior written consent of CSGEF. For
permissions and licensing inquiries, please contact info@csgef.org
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EXECUTIVE SUMMARY:

The 2026 Iran War constitutes a pivotal transformation, amplifying regional geopolitical
frictions into a worldwide asymmetric shock that profoundly undermines the Suez-
Hormuz-Red Sea maritime corridor a critical conduit accounting for 12% of global trade and
30% of containerized shipments. This interruption has laid bare profound structural frailties
in international supply chains, compelling obligatory diversions via the Cape of Good Hope,
thereby extending transit durations by 10-14 days and elevating voyage expenses by
approximately $1 million each. These reverberating consequences have engendered
sustained ton-mile inflation, a surge in mMmaritime insurance rates, and entrenched cost-
push inflationary dynamics. Central banks confront an acute policy conundrum: traditional
monetary instruments prove inadequate against supply-side perturbations arising from
tangible trade impediments, thereby intensifying stagflationary perils. The economic
ramifications exhibit marked asymmetry. G7 nations demonstrate comparative robustness,
underpinned by robust fiscal reserves and energy self-sufficiency, whereas emerging
economies particularly those in South Asia and East Africa grapple with severe fiscal strains,
diminished trade competitiveness, and heightened susceptibility to exogenous
disturbances.

Transformations are emerging across energy markets, maritime logistics, manufacturing,
and finance, with tail-risk premia exacerbating systemic disequilibria. Employing a mixed-
methods framework that fuses Global Vector Autoregressive econometric modelling with
geopolitical risk evaluation, this analysis elucidates transmission mechanisms and scenario
projections over varied temporal scopes. Policy imperatives include fortifying supply chain
resiliency, pursuing strategic diversification, orchestrating monetary countermeasures, and
implementing precise fiscal measures. The episode heralds a foundational transition from
globalization's emphasis on efficiency toward fragmentation and fortitude, bearing
profound implications for the configuration of global trade and macroeconomic steadiness.
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Introduction

The transition from late 2025 to early 2026 has marked a fundamental shift in the global
macroeconomic trajectory. In the final quarters of 2025, international markets operated
under a "contained landscape" assumption, where inflationary pressures were expected to
subside as supply chains normalized following the localized disruptions of previous years.
However, the 2026 Iran War has introduced a "prolonged conflict" reality that defies these
early projections. This geopolitical escalation has transformed the Suez-Hormuz-Red Sea
axis a corridor facilitating 12% of global trade and 30% of annual container traffic into a zone
of systemic instability (Riya Sultana, 2025). This has precipitated unprecedented disruptions
in global energy markets and supply chains, severely testing the macroeconomic resilience
of interconnected economies worldwide (Pokorny, 2026).

Corridor Trade Volume Analysis

Corridor Trade 12%

/

,
Rest of World 88%

Source: CSCGEF Research Unit 2026
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Corridor Trade Volume Analysis

Containerized via Corridor
" 30%

Other Maritime Routes 70%

I Containerized via Corridor [l Other Maritime Routes

Source: CSCEF Research Unit 2026

The resulting asymmetric shock is not merely a regional crisis but a global maritime
disruption. The mandatory circumnavigation of the Cape of Good Hope has introduced a
permanent state of ton-mile inflation, adding 10-14 days to standard transit times and
increasing operating costs by approximately US$1 million per trip in fuel alone (Hamed,
2025) (Wei Yim Yap, 2024) This logistical burden acts as a regressive tax on global GDP. The
77% increase in route deviations recorded in the Red Sea region has not only compressed
industrial margins but also induced a "bullwhip effect" across international supply
networks, where inventory stock-outs and delivery delays in Europe and North America
have become endemic (Ashraf Dawar, 2024) (Marc-Antoine Faure, 2025). The timing of this
conflict presents a unique threat to global monetary stability. As central banks began their
pivots toward interest rate easing in late 2025, the 2026 conflict introduced a second-wave
supply-side inflation shock that is fundamentally cost-push in nature. Within a single
month of the initial escalation, containerized freight indices surged while specific Asia-
Europe freight rates tripled (Hamed, 2025) (Rahmi Incekara, 2024)

Center for the Study of Global Economics Future
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Voyage Redirections & Cost-Push Inflation

Transit Duration (Days) Voyage Expenses ($ Millions)

2.5

Normal (Suez-Hormuz)

Diverted (Cape of Good
Hope)

Normal Routing Diverted Routing

Transit Days . . .
- Y Il Normal Routing Diverted Routing

Source: CSGEF Research Unit 2026

This inflationary pressure is further exacerbated by a 300% surge in maritime insurance
premiums, driving the landed cost of goods higher regardless of domestic demand levels.
(Ruimin Zheng, 2025) The convergence of these factors has created a stagflationary trap for
2026. Traditional monetary policy designhed to dampen demand is increasingly ineffective
against a crisis rooted in the physical blockage of maritime chokepoints. This study
addresses the urgent need to quantify these vulnerabilities and identify the thresholds
where managed instability transitions into systemic macroeconomic failure (Ruimin
Zheng, 2025) (Kancs, 2024)

This study examines the transmission channels energy, insurance, and financial market
volatility across G7 and emerging market economies, analyzes the structural divergence
driven by U.S. energy independence compared to the crises of the 1970s and 2000s, and
explores the monetary policy dilemma between interest rate cuts and inflation control.

Center for the Study of Global Economics Future
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Anatomy of Asymmetric Shock & Strategic Importance

The Structural Transformation of Maritime Threats

The 2026 Iran War represents not merely an escalation in violence but a fundamental
transformation in the architecture of maritime security threats. The shift from opportunistic
vessel targeting to systematic Strategic Asset Strikes reflects a deliberate strategic calculus:
attacking critical infrastructure generates exponentially greater economic leverage than
disrupting individual commercial vessels. This paradigm shift is analytically significant
because it demonstrates how non-state actors, operating with state-level capabilities, can
weaponize the very network centrality that underpins global trade efficiency ( (Liu, 2025))
(Riya Sultana, 2025).

The 28% probability of sustained kinetic operations against infrastructure is not a random
variable but a calculated risk assessment that reflects the asymmetry between the cost of
conducting such attacks and the magnitude of their economic impact ( (Liu, 2025). When a
single strike on an oil terminal can trigger a 13% surge in Brent crude prices and a 41-45%
increase in European natural gas prices, the cost-benefit calculus for aggressors
fundamentally changes (Pokorny, 2026) This creates a persistent threat environment in
which limited retaliation is insufficient to restore market confidence, as the underlying
incentive structure continues to favour disruption over de-escalation ( (Liu, 2025), (Riya
Sultana, 2025)

Energy Strike Price Impacts

Single strikes trigger 13% Brent crude and 41-45% European gas price surges.,

R
—

13% 45%

B Brent Crude M EU Natural Gas

Source: CSGEF Research Unit 2026
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Network Centrality as a Systemic Liability

The sharp decline in Suez Canal throughput evidenced by a 50% reduction in container
volume and a 41% drop in monthly transits highlights a pivotal analytical insight: the
network attributes that render maritime chokepoints efficient also expose them to
systemic fragility (Hamed, 2025) (Wei Yim Yap, 2024) The "maritime betweenness"
concept, formerly a strategic asset for Egypt and Gulf states, has now emerged as a
structural liability, given that the centrality of these nodes enables disruptions to propagate
swiftly across the global trade network (Marc-Antoine Faure, 2025) The increase in route
deviations toward the Cape of Good Hope is analytically significant not merely as a
logistical adjustment but as evidence of a permanent structural shift in global trade
patterns (Ashraf Dawar, 2024). This rerouting is not a temporary workaround but a
fundamental reconfiguration of maritime geography that increases the systemic cost of
global trade by approximately US$1 million per voyage in fuel alone (Hamed, 2025). The
analytical implication is that the global economy has transitioned from a state of "managed
risk" to one of "structural inefficiency," where the baseline cost of international commerce
has been permanently elevated.

The Concentration Risk of Energy-Industrial Hubs

The susceptibility of energy-industrial hubs arises from a core analytical principle: the
spatial concentration of energy production, refining, and manufacturing generates
vulnerability to singular points of failure. Given that 85% of northbound petroleum and 15%
of southbound refined products traverse a single corridor, disruption of that pathway not
only elevates costs but imperils the sustainability of entire industrial ecosystems
(Puthenkalam, 2023). This concentration risk is analytically critical, as it precipitates a
stagflationary trap in which escalating input costs converge with diminishing industrial
output a dynamic that eludes conventional macroeconomic models (Ruimin Zheng,
2025). The decoupling of energy prices fromn demand-supply fundamentals evidenced by
Brent crude surging to $82.37 per barrel despite weakening demand demonstrates how
physical constraints can override market mechanisms (Pokorny, 2026). This creates a
persistent inflationary bias that is particularly damaging to energy-importing economies,
which face deteriorating terms of trade without corresponding increases in domestic
productivity. The analytical implication is that the global economy has entered a period of
structural inflation where the baseline price level is permanently elevated by the increased
cost of energy and logistics. (Ruimin Zheng, 2025)

The Asymmetric Distribution of Systemic Risk

The geographic concentration of risk in the Middle East, South Asia, and East Africa is
analytically significant because it reveals how systemic shocks can have highly
asymmetric regional impacts (Liu, 2025). While the global economy faces elevated costs,
these regions face existential threats to their economic models because their
development strategies have been predicated on reliable access to maritime corridors.

Center for the Study of Global Economics Future




The explicit formation of regional alliances with greater flexibility and the creation of "micro
spheres of influence" represent an analytical response to this reality: states are attempting
to reduce their exposure to global systemic risk by building more localized economic
arrangements (Pokorny, 2026) . The surge in maritime insurance premiums and tripling of
freight rates have a disproportionately severe impact on these regions because they lack
the economic diversification to absorb such cost increases ( (Ruimin Zheng, 2025); (Hamed,
2025)). This creates a vicious cycle where higher shipping costs reduce competitiveness,
which reduces export earnings, which further constrains the ability to invest in alternative
infrastructure. The analytical significance lies in how this dynamic threatens to create a
permanent divergence between regions that can adapt to the new maritime geography
and those that cannot, potentially reshaping the global economic hierarchy for decades to
come (Marc-Antoine Faure, 2025) (Ashraf Dawar, 2024)

Regional Asymmetry & Fiscal Vulnerability

The shift from 'efficiency-first' globalization to 'resilience-first' fragmentation is evident. G7 nations
leverage fiscal reserves to manage stagflation, while emerging economies face severe trade
competitiveness declines and inflationary pressures.
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Scores are normalized on a 0-100 scale for cross-regional comparability

Source: CSGEF Research Unit 2026
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Regional Asymmetry: Economic Resilience
Assessment

Central banks struggle as rate hikes fail to fix supply-driven stagflation. While G7 nations remain resilient,
developing economies face severe debt and instability due to high trade dependency.

Fiscal Reserves
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Macro Stability Energy Sufficiency

Trade Competitiveness

G7 Nations [l Emerging Economies

Scores normalized to 0-100 scale using min-max scaling against theoretical extremes

Source: CSGEF Research Unit 2026

Methodology

To ensure replicability and analytical rigor, this study employs a mixed-methods approach
that bridges the gap between high-frequency maritime logistics data and long-term
macroeconomic forecasting.

The research integrates quantitative econometric modelling with qualitative geopolitical
risk assessment to capture the "Asymmetric Shock" of the 2026 Iran War. This dual
approach identifies structural breaks in maritime trade while modelling the international
transmission of these shocks through secondary and tertiary channels (Pesaran, 2015)
Furthermore, by combining agent-based simulations of chokepoint closures with
macroeconomic forecasting, the framework accounts for both immediate logistical
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disruptions and subsequent systemic economic contagion (Abel Meza, 2022) (Jasper
Verschuur, 2025) This comprehensive methodology facilitates a holistic understanding of
the intertwined geopolitical, economic, and logistical ramifications, enabling the
formulation of robust policy interventions and strategic adaptations (Caparroso, 2026).

Quantitative Model: Global Vector Autoregressive

The core of the quantitative analysis utilizes a Global Vector Autoregressive model,
desighed to capture the complex interdependencies of the global economy. The model
comprises 40 distinct country/region-specific VAR models, in which domestic variables
relate to "star" variables constructed from international trade patterns (Pesaran, 2015) Each
model includes real GDP, headline inflation, real equity prices, short- and long-term interest
rates, and the real effective exchange rate as endogenous variables (CHON, 2025) The GVAR
system is solved as a large-scale constrained VAR, ensuring dynamic stability through
eigenvalue inspection to confirm that simulated shocks converge to a steady-state
equilibrium (Alessandro Galesi, 2009)

Simulation: The $130 Oil Price Shock

This simulation models an exogenous supply-side shock, wherein oil prices surge to $130
per barrel, mirroring a complete blockade of the Strait of Hormuz. Departing from
conventional historical shocks, it integrates time-varying shock transmission mechanisms
to accommodate the amplified heteroskedasticity and volatility characteristic of a 2026
conflict environment (Martin Bruns, 2023) (Luccas Assis Attilio, 2024) The shock manifests
as a sustained displacement of the global oil supply curve, precipitating instantaneous
volatility spillovers into international energy and shipping markets.

Measurement: CPI "Pass-Through" Effect

The primary metric for macroeconomic vulnerability is the "pass-through" effect on

Headline CPI across the 40 sampled economies.

e Transmission Mechanism: The model measures how the $130/bbl. shock translates into
domestic inflation through direct energy costs and indirect supply-chain markups
(Elsherif, 2024)

e Asymmetry: Analysis focuses on the differential impact between oil-exporting and oil-
importing nations, identifying regions where "inflation persistence" is highest due to
weak monetary anchors or high energy intensity (CHON, 2025) (D. O. Olayungbo, 2022)

Center for the Study of Global Economics Future
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Scenario Analysis

The study assesses the conflict's macroeconomic impacts over a 3-12-month horizon
through three distinct scenarios:

1. Short-term (3 months): A localized "temporary blockage" scenario where logistics
architecture remains largely intact but shipping premiums spike (Jasper Verschuur,
2025)

2. Sustained (6 months): A "structural disruption" scenario involving prolonged rerouting
around the Cape of Good Hope, leading to a permanent shift in trade costs (Theo
Notteboom, 2024)

3. Contagion (12 months): A "systemic failure" scenario where maritime insecurity spreads
to the Bab El-Mandeb and Malacca Straits, triggering a global recessionary spiral (Abel
Meza, 2022)

Data Sources
The model is calibrated using high-frequency and official institutional data:

e Real-time Maritime Shipping Data: Automatic Identification System tracking and port
call records for the Strait of Hormuz and Bab El-Mandeb, utilized to quantify transit
delays (Jasper Verschuur, 2025)

e Trade Statistics: United Nations Comtrade database, supplying bilateral trade weights
for the GVAR "star" variables (Pesaran, 2015)

e Energy Statistics: International Energy Agency data on global oil production,
consumption, and strategic reserve capacities (Jasper Verschuur, 2025)

Scenario Analysis: The Iran War

The following scenario analysis utilizes a model-based simulation framework to evaluate
the resilience of global maritime networks and macroeconomic stability amidst the 2026
Arabian Gulf Conflict (Kancs, 2024). By integrating AlS-derived connectivity data with
econometric volatility models, we can analyze the transition from localized kinetic incidents
to systemic structural shocks  (Xiaolu Chang, 2025 dec) (Lassoued, 2026). This
comprehensive approach allows for the decomposition of short-run financial dynamics
and long-run macrofinancial drivers of oil price volatility, specifically isolating the impact of
maritime transport disruptions (Mansour, 2026). This framework allows for the granular
assessment of how disruptions in critical maritime chokepoints, such as the Strait of
Hormuz and Bab el-Mandeb, translate into significant changes in global shipping
economics and energy market dynamics (Roberto Rivas Hermann N. L, 2022). These
scenarios are meticulously designed to capture the multifaceted implications of
geopolitical turbulence on global trade flows and energy markets (Franz, 2025). Specifically,
the analysis integrates potential disruptions to strategic maritime chokepoints, such as
those caused by conflict in the Strait of Hormuz, with broader systemic economic and
financial implications (Qatrani, 2026).

Center for the Study of Global Economics Future
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This approach allows for a rigorous assessment of how such incidents could reverberate
through interconnected maritime systems, impacting freight rates, supply chain reliability,
and ultimately, global economic stability (Caparroso, 2026) (Ashraf Dawar, 2024)

Short-term Disruption (3-Month Conflict) This scenario envisions a circumscribed conflict
lasting roughly three months, marked by sporadic impediments to maritime passage via
vital chokepoints including the Strait of Hormuz without progression to extensive regional
warfare (Xiaoying Chi, 2025) Such an engagement would chiefly entail precision military
operations disrupting shipping corridors, precipitating transient surges in insurance
premiums and freight charges, while occasioning negligible enduring impairment to port
facilities or energy generation infrastructure (Teymur Sarkhanov, 2023) This situation is
projected to yield an average 4.2% escalation in oil prices over the conflict's span,
attributable to acute market apprehensions concerning supply chain robustness rather
than substantive physical scarcities (Mdhlalose, 2026). Nonetheless, even ephemeral
disruptions may elicit precautionary stockpiling and navigational rerouting, thereby
amplifying latent volatility across global energy markets (Liu, 2025). For instance, a 54%
reduction in annual trade, similar to the 2016 Panama Canal drought, could be replicated,
impacting agricultural commodities like rice, wheat, other grains, and oil seeds (Ramon
Key, 2024)

Sustained Attrition (6-12 Months) This scenario posits an extended low-intensity conflict
lasting more than three months, characterized by repeated, intermittent assaults on
shipping infrastructure and energy facilities in the Arabian Gulf. These attacks would
engender sustained uncertainty in maritime logistics and commodity markets Within this
context, the interplay between geopolitical policy uncertainty and financial market volatility
generates non-linear feedback mechanisms, substantially elevating risk premiums on
energy-dependent supply chain assets (Alvaro Ortiz, 2026). Consequently, markets shift
from pricing transient transit risks to embedding enduring structural premiums, driven by
continuous threats to maritime routes that compel adoption of more robust yet costlier
logistical paradigms (Theo Notteboom, 2024). Accordingly, global financial institutions
progressively disengage from regional energy reliance, precipitating lasting surges in
systemic volatility reminiscent of the 1973 and 2022 economic upheavals (Qatrani, 2026).
This evolution necessitates a comprehensive re-evaluation of international energy
portfolios, as major importers prioritize supply diversification to avert the severe
repercussions of prolonged chokepoint disruptions. (Chis, 2020)

Regional Contagion. This high-intensity trajectory envisages a full-scale military
conflagration that threatens to render the Strait of Hormuz effectively impassable, pushing
global oil prices to a critical threshold of $120-$150 per barrel (Liu, 2025). Such a pricing
trajectory would simultaneously transmit severe inflationary pressures through the global
food supply chain, as elevated costs for agricultural inputs like fertilizer and energy-
intensive logistics further constrain international commodity trade (Alexandre, 2021).
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Vulnerability Ami

Furthermore, the resulting fiscal strain would likely undermine the central sovereignty of
regional states, as the loss of strategic hydrocarbon revenue limits their capacity to
maintain domestic social contracts and mitigate severe currency depreciation (Abdo
Hassoun Khawla Al-Muhannadi, 2024); (Qatrani, 2026) As state control erodes under the
weight of these mounting fiscal pressures, the resulting vacuum facilitates the emergence
of decentralized non-state actors, further complicating existing regional security
architectures. This systemic breakdown fundamentally alters the global energy security
paradigm, shifting from manageable market volatility toward a condition of permanent,
structural fragmentation across critical supply chains (Pokorny, 2026). This landscape likely
compels a fundamental realignment of extra-regional powers, as the projected removal of
approximately 15% of global oil production forces an urgent reassessment of existing
defensive alliances and energy-dependency thresholds (David Blagden, 2021). These
logistical shifts are already manifesting as global shipping firms increasingly divert traffic
toward the Cape of Good Hope, effectively institutionalizing longer, more resilient, yet
costlier transit corridors (ASLANLI, 2024)

This reorientation of global trade routes effectively imposes an enduring "risk premium" on
all goods transiting between the East and West, as the increased reliance on longer
maritime passages exacerbates the susceptibility of international markets to sudden
inflationary shocks

Iran War:Three Economic Scenarios

Impact projections of the Iran War for trade risk, GDP, oil prices, and traffic across three scenarios: Scenario 1-
Transient Shock (3 months), Scenario 2-Structural Attrition (6 months), & Scenario 3 Systemic Contagion (12 months)

Transient Shock Structural Attrition Systemic Contagion

GDP Impact -0.5% to -0.8% -1.5% to -2.5% -4.0% to -6.0%+
Qil Price $82.37 $95 - $115 $120.00+
Transit Time +10-12 Days +12-14 Days Fragmented
Traffic Loss -50% Suez -75% Red Sea >-90% Total
Cost Mechanism Volatility Spillover Resilience Gov. Fragmentation
Trade Risk USD 23.3B USD 50B - 80B USD 190B

Source: Klement (2021), Pokorny (2026), Notteboom (2024), WTO (2023), and Verschuur (2025)
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Iran war: Economic Impact Scenarios

Impact projections of the Iran War for trade risk, GDP, oil prices, and traffic across three scenarios: Scenario 1-
Transient Shock (3 months), Scenario 2-Structural Attrition (6 months), & Scenario 3 Systemic Contagion (12 months)

Trade

Cost

Metric

Transit

oil

GDP

Traffic .

Scenariol: Transient Shock  Scenario 2: Structural Attrition Scenario 3: Systemic Contagion

Scenarios

@ Scenariol: Transient Shock @ Scenario 2: Structural Attrition Scenario 3: Systemic Contagion

All metrics normalized to 1-10 ordinal scale for cross-dimension comparability

Source: Source: Klement (2021), Pokorny (2026), Notteboom (2024), WTO (2023), and Verschuur (2025), & CSGEF Research Unit.
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Iran war: Multidimensional Impact Scenarios

Risk assessment comparing likelihood and severity across Scenario 1 short-term (3 months), Scenario 2 sustained (6
months), and Scenario 3 contagion (12 months)

Policy Response Window

Recovery Difficulty

Metric

Economic Severity

Likelihood

Geographic Spread .

Senario 1-Short-term Senario 2-Sustained Senario 3-Contagion
Scenarios
@ Secnario1-Short-term @ Senario 2-Sustained Senario 3-Contagion

All metrics normalized to 1-10 ordinal scale for cross-dimension comparability

Source: Jasper Verschuur (2025), Theo Notteboom (2024), Abel Meza (2022), & CSGEF Research Unit 2026
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Economic, Sectoral, and Geopolitical Implications

The 2026 Iran War has evolved from a localized security crisis into a "Global Asymmetric
Shock," marked by the weaponization of maritime chokepoints and the collapse of "just-in-
time" logistics (Lassoued, 2026) (Hamid Moradlou, 2023) It now represents "critical corridor
insecurity," eroding global route reliability, cargo flows, and macroeconomic stability not
merely an oil-market shock (Lassoued, 2026). Chokepoint delays and rerouting pose
massive risks, potentially disrupting $190 billion in annual trade (Jasper Verschuur, 2025)

Studies of the 2026 scenario indicate that Strait of Hormuz disruptions drive persistent
long-term oil price volatility (Mansour, 2026). JIT failure highlights a shift: firms must now
weigh cost-efficiency against needs for flexibility and supply chain diversification
(Anseguerema Bamia, 2025) (Hamid Moradlou, 2023) Geopolitical risks weaken resilience
via reduced trade credit and higher inventory costs (Xiaolu Chang, 2025 dec). The following
analysis explores this shock's transmission across macroeconomic, sectoral, and
geopolitical dimensions.

Macroeconomic Impact

Stagflationary Risks: G7 vs. Emerging Markets

The conflict has created a divided stagflationary environment across global economies. In
G7 countries, it drives cost-push inflation through a 114% rise in containerized shipping
indices and a 13% increase in Brent crude prices (Hamed, 2025) (Pokorny, 2026)) In the
United States, for example, a localized conflict reducing energy output could cause a 0.4%
GDP contraction, while a wider regional war cutting 15% of global production might lead to
a 3-5% GDP decline (David Blagden, 2021). In contrast, emerging markets in South Asia and
East Africa face "existential fiscal stress" (Liu, 2025) Lacking G7 fiscal reserves, these regions
are highly vulnerable to the 300% surge in maritime insurance premiums, threatening their
integration in global value chains (Xiaoying Chi, 2025).

Center for the Study of Global Economics Future




Regional Asymmetry & Fiscal Vulnerability

The shift from 'efficiency-first' globalization to 'resilience-first' fragmentation is evident. G7 nations leverage fiscal reserves to
manage stagflation, while emerging economies face severe trade competitiveness declines and inflationary pressures.
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Source: CSGEF Research Unit 2026
Central Bank Dilemmas: The Policy Trap

Central banks face a stagflation dilemmma, as standard monetary tools cannot address
supply-side shocks. With a 40% increase in volatility spillovers between geopolitical risks
and energy prices, inflation stems from "ton-mile inflation" rather than excess demand.
Raising interest rates to combat inflation fueled by a US$1 million per voyage fuel surcharge
risks harming the struggling industrial sector (Hamed, 2025). This dilemmma leads to policy
paralysis: cutting rates to support growth would likely accelerate currency devaluation and
imported inflation in energy-dependent economies (Xiaoying Chi, 2025); (Liu, 2025).

Trade Balances

The hysteresis effect of extended distances is fundamentally transforming global trade
balances. Shipping operators, compelled to divert routes via the Cape of Good Hope
thereby prolonging Asia-Europe voyages by 6,000 to 11,000 nautical miles confront a
substantial deterioration in trade conditions (Caparroso, 2026).
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Net energy importers encounter expanding deficits, attributable to a 4.2% risk premium
per barrel of oil during conflict phases (Mdhlalose, 2026) Disruptions at critical maritime
chokepoints accordingly impose estimated annual trade costs of USD 190 billion,
demanding rigorous recalibrations of national accounts (Jasper Verschuur, 2025)

Regional Asymmetry: Economic Resilience Assessment

Central banks struggle as rate hikes fail to fix supply-driven stagflation. While G7 nations remain resilient, developing
economies face severe debt and instability due to high trade dependency.

Fiscal Reserves
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Macro Stability Energy Sufficiency

Trade Competitiveness
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Scores normalized to 0-100 scale using min-max scaling against theoretical extremes

Source: CSCGEF Research Unit 2026
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Sectoral Vulnerabilities

Energy: The End of the Hormuz Guarantee

The functional closure of the Strait of Hormuz has eliminated 17-20 million barrels of oil per
day from global markets, constituting the most acute energy disruption since 1973.
Vulnerabilities are particularly pronounced in the refined products sector, where blockages
affect 15% of southbound flows, jeopardizing industrial operations across the Eastern
Hemisphere (Puthenkalam, 2023). This represents not merely a transient price fluctuation
but a structural scarcity crisis, wherein the established regime-matters paradigm of energy
security has irrevocably disintegrated.

Maritime: From Efficiency to Resilience

The maritime sector has evolved from a cost-efficient facilitator to a precarious constraint.
Route deviations, surging by 77%, have eroded the "maritime betweenness" centrality of
Mediterranean and Gulf ports, resulting in a 50% decline in container volumes (Ashraf
Dawar, 2024, Hamed, 2025) Port throughput is now determined less by economic demand
than by kinetic accessibility, with carriers favoring safety over the optimized pathways that
underpinned three decades of globalization ( (Marc-Antoine Faure, 2025); (Wei Yim Yap,
2024)

Manufacturing: The Industrial Input Squeeze

Manufacturing centers are subjected to compounded pressures from escalating input
costs and protracted lead times. Transit delays of 10-14 days impose a persistent levy on
productive capacity (Hermann et al, 2022). For energy-intensive industrial clusters, the
disruption assumes existential dimensions, given the spatial concentration of refining and
production, rendering them singular failure points within a disrupted global network
(Puthenkalam, 2023). This dynamic is precipitating a decisive pivot toward nearshoring, as
enterprises seek to disengage from the high-risk "Blue Connection" anchored in the
Arabian Gulf ( (Marc-Antoine Faure, 2025).

Finance & Investment: The Pricing of Tail Risk

Financial markets are incorporating tail risks into all maritime and energy-linked assets. The
300% escalation in insurance premiums signals a market dysfunction, wherein private
insurers prove incapable of accurately assessing the hazards of strategic asset strikes,
thereby necessitating state-supported interventions to sustain essential trade
flowsMolatility across shipping and crude oil markets has synchronized intensely,
diminishing diversification advantages among these asset classes and amplifying systemic
exposures in institutional portfolios (Xiaoying Chi, 2025)
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Global Sectoral Impact

An Iran War would severely disrupt global sectors: Energy and Maritime face critical impact (9/10), Finance (8) and
Manufacturing (7) follow, triggering cascading economic instability across interconnected supply chain

Energy Maritime Manufacturing Finance & Investment

B Unified Impact Score (1-10)

Scores normalized to 1-10 ordinal index (Unified Impact Score). Higher values = greater severity of disruption to global sectoral operations

Source: CSGEF Research Unit 2026

Geopolitical Shifts: Fragmentation and the Power Vacuum

The conflict has accelerated geopolitical fragmentation. The February 2026 leadership
decapitation in Iran created a power vacuum, empowering non-state armed groups to
exercise "maritime denial" with state-level capabilities (Pokorny, 2026); (Riya Sultana,
2025) This has shattered the illusion of a unified global security architecture, leading to
"micro spheres of influence" where regional powers secure localized trade corridors
(Pokorny, 2026).
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Shift in Security Capability Distribution

The post-2026 scenario shows dramatic increases across all security metrics, indicating a fundamental transition from rules-
based order to fragmented, competitive geopolitics requiring proactive risk mitigation, adaptive strategies, and flexible alliance

Maritime Denial

100

Geographic Proximity Regional Autonomy

Resource Control Non-State Power

B Pre-2026 Architecture [l Post-2026 Fragmentation

0-100 index score (normalized), scores normalized via min-max scaling against theoretical extreme

Source: CSGEF Research Unit 2026

Analytically, this marks the "de-globalization of security." With mid-latitude maritime
chokepoints becoming unviable, there is a desperate push toward the Northern Sea
Route and Arctic alternatives, reorienting global strategic geography (Hermann et al,,
2022). The former "Blue Connection" binding the global economy is yielding to

fragmented regional networks, prioritizing geographic proximity over efficiency
(Pokorny, 2026))
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Strategic Pivot: The Arctic Reorientation

The de-globalization of security signifies a retreat from a unified global policing model. As established maritime routes fail due
to regional instability, the Northern Sea Route emerges as a desperate but necessary strategic alternative, re-centering the map
on the High North,
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Strait of Hormuz

Malacca Strait

Northern Sea Route

Arctic Alternatives
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Il 2020 Efficiency 2026 Projected Viability

0-100 index score (normalized). scores normalized to 0-100 using a weighted composite of transit reliability, cost efficiency, risk exposure,
and infrastructure readiness

Source: Pokorny (2026), Riya Sultana (2025), Hermann et al. (2022), CSGEF Research Unit 2026

Policy Recommendations

Geopolitical Hedging

Governments should transcend conventional alliances by implementing "friend-
shoring" and "near-shoring" paradigms that emphasize navigational reliability over cost
minimization (Theo Notteboom, 2024). This necessitates the deliberate
disentanglement of essential supply chains from conflict-vulnerable regions and the
expansion of commercial alliances to incorporate areas with reduced susceptibility to
Gulf perturbations (Jagjit Singh Sra, 2023). Diplomatic initiatives must prioritize the
negotiation of bilateral "safe passage" pacts for vital commodities, thereby safeguarding
shipment continuity amid regional intensification (Alexandre, 2021)
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Monetary Coordination

To address inflationary pressures arising from energy costs, central banks ought to
pursue a harmonized contractionary monetary policy framework (Mamman, 2026).
Divergent monetary actions could intensify global liquidity constraints and trade
disequilibria; hence, attaining worldwide price stability demands concerted initiatives to
mitigate heightened living expenses while forestalling a profound recession (Jose
Carlos de Souza Colares, 2023)

Fiscal Measures

Fiscal policy must shift from broad subsidies to targeted transfers that protect the most
vulnerable populations from surging energy costs (Adrien Auclert, 2023). Governments
should be cautious of universal energy subsidies, which can lead to endogenous spikes
in world energy prices and unsustainable fiscal deficits. Priority should be given to
expenditure that supports domestic energy transition and reduces long-term
dependence on imported refined petrol (Mamman, 2026)

Supply Chain Resilience

Enterprises ought to shift from just-in-time to just-in-case inventory paradigms, thereby
embracing the resilience paradox wherein elevated holding costs are essential to
mitigate vulnerabilities at maritime chokepoints (Caparroso, 2026). The deployment of
private blockchain platforms, such as Hyperledger, enables secure, real-time
monitoring of global supply chain transactions, thereby permitting expeditious
countermeasures against weaponized energy disruptions. (Kancs, 2024)

Strategic Reserves and Risk Intelligence

¢ Reserves: Expand strategic petroleum and commodity reserves to provide a multi-
month buffer against prolonged chokepoint closures (Jagjit Singh Sra, 2023)

e Risk Frameworks: Codify a "Chokepoint Risk Monitoring Framework" to
institutionalize the assessment of maritime vulnerabilities based on political
stability and maritime security threats (Kidd, 2025)

e Technology: Invest in satellite surveillance, cooperative sensor networks, and data-
sharing agreements among allied nations to enhance maritime domain awareness
(Kidd, 2025)

Regional Stability

Long-term stability requires not only strengthening partnerships with littoral states
that control key maritime gateways through joint training and defence diplomacy
(Kidd, 2025) , but also organizations like the IMO facilitating close liaison with all
stakeholders in conflict-stricken routes to enable the safe transit of seafarers and
maintain the integrity of global shipping lanes. (Alexandre, 2021)
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Conclusion

The 2026 Iran War constitutes a pivotal inflection point in global economic history,
denoting the conclusion of efficiency-oriented globalization and the advent of
imperatives centred on structural fragmentation and resilience. The militarization of
maritime chokepoints has unveiled intrinsic vulnerabilities in the global trade
framework, underscoring how spatially confined disruptions can precipitate
asymmetric shocks with pervasive international consequences. Mandatory shipping
diversions via the Cape of Good Hope have durably escalated the foundational costs of
global commerce, engendering enduring ton-mile inflation that eludes containment by
orthodox monetary policy mechanisms.

The crisis has laid bare profound asymmetries in global economic resilience. Advanced
economies, bolstered by fiscal buffers and energy independence, can better absorb
these shocks, whereas emerging markets especially in South Asia and East Africa face
existential threats to their development models. This divergence risks entrenching a
new global economic hierarchy defined by unequal access to secure trade corridors and
energy supplies.

Looking ahead, the imperative for policymakers and business leaders is clear: supply
chain resilience must supplant cost optimization as the guiding principle of global
trade. The shift to regionalization, friend-shoring, and strategic diversification is no
temporary measure but a profound realignment of the global economic order. The 2026
Iran War has irrevocably altered the calculus of international commerce, elevating
resilience to the status of the new efficiency and reconfiguring global trade architecture
for decades.
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