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Abstract

The 2026 Iran war has become a major geopolitical event with significant effects on the global economy.
This study explores how the conflict has influenced global trade, energy markets, and overall economic
stability, with a specific comparison between India and the United States. The analysis is based on
secondary data from international organizations, energy reports, and trade statistics. It focuses on how
disruptions in key routes, especially the Strait of Hormuz, have led to fluctuations in oil prices and
increased inflation worldwide.

The results show that oil prices and trade-related costs have risen noticeably, creating economic
uncertainty across countries. India, which depends heavily on imported energy, is more directly affected
through higher import costs, inflation, and currency pressure. In contrast, the United States faces more
indirect effects, mainly through changes in fuel prices, global market instability, and supply chain
disruptions.

The study also shows that ongoing geopolitical uncertainty and inefficiencies in global supply chains make
these economic challenges even worse. By bringing together insights from energy, trade, and economic
indicators, this paper provides a clear comparison of how different types of economies respond to global
conflicts. The findings highlight the importance of diversifying energy sources, strengthening trade
systems, and adopting flexible economic policies to handle future geopolitical risks.
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1. Introduction

Geopolitical conflicts have long played an important role in shaping global economic conditions,
especially through their effects on energy markets, international trade, and overall economic stability. The
2026 Iran war stands out as one of the most significant recent conflicts due to its strategic location and its
direct influence on major global energy supply routes. Rising tensions in the Middle East have disrupted
the movement of oil through key maritime pathways, particularly the Strait of Hormuz, which handles a
large share of the world’s petroleum exports. As a result, global oil prices have become highly volatile,
creating ripple effects across different sectors of the global economy. Similar patterns of economic
disruption due to oil price shocks have been documented in earlier studies (Hamilton, 2009; Kilian, 2008).
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The economic impact of such disruptions is not the same for all countries. Economies that rely heavily on
imported energy, such as India, are more vulnerable to sudden changes in global oil prices. Higher fuel
costs increase transportation expenses and contribute to rising inflation, which affects the overall cost of
living and puts pressure on economic stability. On the other hand, the United States, although less
dependent on imported oil due to its domestic production, is still closely connected to global financial and
trade systems. Because of this, it experiences indirect effects, including market uncertainty, changes in
consumer confidence, and disruptions in global supply chains.

Beyond energy markets, the 2026 Iran war has also had a noticeable impact on global trade. Increased
geopolitical tensions have raised shipping costs, insurance premiums, and logistical risks, making
international trade more complex and expensive. These disruptions affect both developing and developed
economies by influencing trade balances, industrial output, and economic growth. In addition, the conflict
has contributed to broader macroeconomic challenges, such as rising inflation, currency fluctuations, and
slower global economic growth.

Given these developments, it is important to systematically examine the economic effects of the 2026 Iran
war, particularly for major economies like India and the United States. While previous research has
explored the economic consequences of geopolitical conflicts, there is still a lack of studies that combine
energy, trade, and macroeconomic factors within a single comparative framework. This paper aims to fill
that gap by offering a comprehensive analysis of how the ongoing conflict is affecting economic stability
in these two different but interconnected economies. This study contributes to the literature by providing
a comparative analysis that integrates energy, trade, and macroeconomic dimensions across both a
developing economy (India) and a developed economy (the United States).

The main objective of this study is to evaluate the impact of the 2026 Iran war on global trade, energy
markets, and economic stability, with a particular focus on India and the United States. Using secondary
data and key economic indicators, the paper identifies the main channels through which geopolitical
shocks spread across national and global systems. The findings are intended to help policymakers,
researchers, and other stakeholders better understand the economic risks associated with geopolitical
conflicts and to support the development of more resilient economic strategies.

2. Literature Review

The connection between geopolitical conflicts and economic instability has been widely discussed in
academic research, especially in relation to energy markets, global trade, and overall economic
performance. Many studies have shown that conflicts in strategically important regions, such as the Middle
East, can disrupt global energy supply chains both immediately and over the long term. One of the most
important ways these conflicts affect the global economy is through fluctuations in oil prices. Research by
James D. Hamilton (2009) and Lutz Kilian (2008) highlights how changes in oil prices can influence
production costs, inflation, exchange rates, and economic growth across both developed and developing
countries.

A large body of literature also points out that countries that depend heavily on imported energy are more
vulnerable to these kinds of shocks. In the case of emerging economies like India, this dependence makes
them particularly sensitive to increases in global oil prices. Higher energy costs tend to lead to rising
inflation, fiscal pressure, and currency depreciation. Studies such as those by Olivier Blanchard and Jordi
Gali (2007) show that oil price shocks can have strong macroeconomic effects. In addition, increased
energy costs affect important sectors like transportation, manufacturing, and agriculture, making the
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overall economic impact even more significant. On the other hand, countries that are less dependent on
imported energy may experience weaker direct effects, but they are still affected indirectly through global
market instability.

Beyond energy markets, geopolitical conflicts also have a strong impact on international trade. Research
shows that conflicts often lead to higher transportation costs, disruptions in shipping routes, and greater
uncertainty in global markets. These factors reduce trade efficiency and can slow down the movement of
goods across borders. Trade disruptions may also become more severe due to sanctions, regulatory
changes, and shifts in political relationships between countries. Countries that are deeply integrated into
global supply chains are particularly affected, as they depend on smooth and uninterrupted trade flows.
Another key theme in literature is the role of uncertainty during times of conflict. Geopolitical uncertainty
tends to reduce investment, weaken consumer confidence, and increase volatility in financial markets.
Earlier work by Bernanke (1983) suggests that uncertainty can significantly slow economic activity. Even
in economies like the United States, where domestic energy production provides some level of protection
from direct supply shocks, global economic connections mean that external disruptions still have
noticeable effects. These impacts are often seen in financial markets, international trade patterns, and
changes in global demand.

The literature also highlights the effects of geopolitical conflict on labor mobility and remittance flows.
Instability in regions with large migrant populations can disrupt the flow of remittances to home countries.
For countries like India, which rely heavily on remittances from workers in the Middle East, this can create
serious economic challenges. Reduced remittance inflows can affect household income, spending patterns,
and overall economic stability, particularly in regions that depend strongly on overseas employment.
Although there is extensive research on the economic impacts of geopolitical conflicts, there is still a gap
in studies that bring together multiple dimensions—such as energy, trade, and macroeconomic stability—
into a single comparative analysis. Most existing studies tend to focus on either specific countries or
individual factors, rather than offering an integrated perspective. In addition, there is limited research that
specifically examines the economic implications of recent conflicts such as the 2026 Iran war.

This study aims to address these gaps by providing a combined analysis of the impact of the 2026 Iran
war on global trade, energy markets, and economic stability, with a particular focus on India and the United
States. By building on existing research and incorporating recent data, the study offers a clearer
understanding of how different types of economies respond to geopolitical shocks, capturing both direct
and indirect effects.

3. Data and Methodology

This study uses a quantitative and comparative approach to examine how the 2026 Iran war has affected
global trade, energy markets, and economic stability, with a particular focus on India and the United States.
The analysis is based on secondary data collected from reliable international and national sources. By
combining macroeconomic indicators with energy and trade data, the study aims to capture the broader
economic impact of geopolitical conflict across interconnected global systems.

3.1 Data Sources

The data used in this study are drawn from a range of well-established and publicly available sources. Key
information is obtained from international organizations such as the International Monetary Fund, the
World Bank, and the International Energy Agency, which provide detailed insights into global economic
trends, energy prices, and trade patterns.
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In addition, country-specific data for India and the United States are collected from national statistical
agencies, central bank reports, and government publications. To capture recent developments related to
the conflict, supplementary information is also taken from financial news sources and industry reports.
Using these sources ensures that the analysis reflects both global trends and country-level realities. The
study focuses mainly on the period around the onset of the 2026 Iran war, allowing for an assessment of
its immediate economic effects.

3.2 Variables and Indicators

To understand the economic impact of the conflict, the study examines a set of key indicators related to
energy markets, global trade, and overall economic stability. These variables are selected based on their
direct relevance to the research objectives.

Energy market conditions are analyzed through crude oil price trends, which reflect the impact of supply
disruptions in the Middle East. Global trade is evaluated using indicators such as trade volumes, shipping
costs, and export-import performance. Economic stability is assessed through broader macroeconomic
measures, including inflation rates, GDP growth, exchange rate movements, and consumer price indices.
For India, special attention is given to factors such as fuel import costs, inflation levels, and currency
depreciation, as the country is highly dependent on imported energy. In contrast, for the United States, the
focus is on fuel price changes, market volatility, and other indicators that capture the indirect effects of
global disruptions.

3.3 Analytical Approach

The study adopts a comparative framework to examine how the economic effects of the 2026 Iran war
differ between India and the United States. The analysis is carried out in three main stages. First, global
trends in energy markets and trade are examined to establish the broader context of the conflict. Second,
country-specific impacts are analyzed to identify how each economy is affected directly and indirectly.
Finally, a comparative assessment is conducted to highlight key similarities and differences between the
two countries.

The analysis relies primarily on descriptive statistical methods to identify patterns and trends in the
selected variables. At the same time, qualitative interpretation is used to explain these patterns within the
broader geopolitical and economic context. This combination of quantitative and qualitative approaches
allows for a more comprehensive understanding of the economic consequences of the conflict.

This study primarily relies on descriptive comparative analysis using secondary macroeconomic data from
2025-2026, focusing on oil prices, inflation trends, and trade disruptions as key indicators.

3.4 Scope and Limitations

While this study provides useful insights into the economic effects of the 2026 Iran war, it is important to
recognize its limitations. The reliance on secondary data means that some real-time changes and detailed
micro-level impacts may not be fully captured. In addition, because geopolitical conflicts evolve rapidly,
the findings reflect a specific time period and may need to be updated as new data becomes available.
Despite these limitations, the study offers a timely and meaningful analysis of the broader economic
impact of the conflict and contributes to ongoing discussions in both academic and policy contexts.

4. Results and Analysis

4.1 Impact on Global Energy Markets

The 2026 Iran war has had an immediate and significant impact on global energy markets, mainly due to
disruptions in oil supply chains originating from the Middle East. As tensions escalated, concerns about
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the security of the Strait of Hormuz, a key maritime route for global oil transportation, increased sharply.
Since a large portion of the world’s petroleum exports passes through this route, even minor disruptions
created strong market reactions. As a result, global crude oil prices rose rapidly, exceeding $100 per barrel
during the early phase of the conflict. This increase reflects both actual supply constraints and heightened
geopolitical uncertainty. As shown in Figure 1, oil prices experienced a sharp upward trend
immediately following the onset of the conflict.

Global Oil Price Trend (2025-2026)
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Figure 1. Global crude oil price trends before and during the 2026 Iran war.

Figure 1 indicates a clear increase in oil prices during the conflict period, highlighting the sensitivity of
global energy markets to geopolitical disruptions. The rise in oil prices has had widespread effects across
global economies. Higher energy costs have increased production and transportation expenses,
contributing to inflationary pressures in many countries. At the same time, market volatility has created
uncertainty for investors and policymakers, making economic planning more challenging. Overall, energy
markets have acted as a key channel through which the effects of the conflict have spread globally.

4.2 Global Trade Disruptions

In addition to energy market instability, the conflict has significantly disrupted global trade flows.
Increased geopolitical risk in the Middle East has raised shipping costs, insurance premiums, and
transportation challenges. As a result, the movement of goods across international markets has become
more complex and less efficient. Trade routes that rely on safe maritime passage have experienced delays
and rerouting, further affecting global supply chains. As illustrated in Figure 2, the conflict has led to
noticeable increases in shipping costs, insurance expenses, and delivery delays.

IJFMR260276408 Volume 8, Issue 2, March-April 2026 5



http://www.ijfmr.com/

m International Journal for Multidisciplinary Research (IJFMR)

ILJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

Trade Disruptions Due to the 2026 Iran War
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Figure 2. Impact of the 2026 Iran war on global trade logistics and costs.

Figure 2 shows that insurance costs experienced the highest increase, reflecting the heightened risk
associated with global shipping routes during the conflict. These disruptions have had direct economic
consequences. Industries that depend on timely delivery of raw materials have faced production delays,
higher costs, and reduced efficiency. In addition, uncertainty in global markets has led many businesses to
delay investments and reconsider supply chain strategies. Overall, these factors have contributed to slower
global trade growth, affecting both developed and developing economies.

4.3 Economic Impact on India

India, as a major importer of crude oil, has been particularly affected by the economic consequences of
the 2026 Iran war. The sharp rise in global oil prices has increased the country’s import bill, placing
pressure on its fiscal balance and foreign exchange reserves. This has also contributed to the depreciation
of the Indian rupee, making imports more expensive and intensifying inflationary pressures.

The impact of inflation is visible across multiple sectors. Higher fuel prices have increased transportation
costs, which in turn have raised the prices of essential goods such as food and consumer products. This
has reduced household purchasing power and increased the overall cost of living. In addition, industries
that rely heavily on energy, such as manufacturing and agriculture, have faced higher production costs.
Figure 3 illustrates the comparative inflation trends in India and the United States before and after
the conflict.
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Inflation Trends Before and After the 2026 Iran War
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Figure 3. Inflation trends in India and the United States before and after the 2026 Iran war.

Figure 3 shows that inflation increased more sharply in India compared to the United States, reflecting
India’s higher dependence on imported energy. Another important effect is the disruption of remittance
flows. Many Indian workers are employed in the Middle East, and geopolitical instability in the region
has created uncertainty in employment and income. As a result, potential reductions in remittances could
affect household income and consumption, particularly in regions that depend heavily on overseas
workers.

4.4 Economic Impact on the United States

The United States, while less dependent on imported oil due to its domestic energy production, has still
experienced indirect economic effects from the conflict. Rising global oil prices have led to higher gasoline
prices, which have increased transportation costs and contributed to inflation within the domestic
economy.

In addition, global economic uncertainty has affected financial markets in the United States. Increased
volatility reflects concerns about economic growth and future stability. Businesses have responded by
adopting more cautious investment strategies, which may slow long-term economic expansion.
Furthermore, disruptions in global trade and supply chains have indirectly impacted the U.S. economy.
Reduced global demand and inefficiencies in supply chains can affect exports, industrial production, and
overall economic performance. This demonstrates that even relatively energy-independent economies are
still vulnerable to global geopolitical shocks.

4.5 Comparative Analysis: India vs. United States

A comparison between India and the United States highlights both similarities and key differences in how
these economies respond to the 2026 Iran war. Both countries experience inflationary pressures and
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economic uncertainty due to rising energy prices and trade disruptions. However, the scale and nature of
these effects differ based on their economic structures.

India’s strong dependence on imported energy makes it more directly affected by oil price increases. This
leads to higher inflation, currency depreciation, and fiscal pressure. In contrast, the United States benefits
from greater energy self-sufficiency, which reduces the direct impact of supply disruptions. However, it
remains vulnerable to indirect effects through financial markets, global trade, and demand fluctuations.
Overall, the analysis shows that while both economies are affected by the conflict, the intensity and
transmission channels differ significantly. These findings highlight the importance of considering country-
specific characteristics when analyzing the economic effects of geopolitical events. Table 1 presents a
comparative summary of the major economic effects of the conflict on India and the United States.

Table 1. Comparative Economic Impact: India vs United States

Indicator India United States
Energy Dependence High (Import-dependent) Moderate (Domestic
production)
Oil Price Impact Strong (import cost rise) Moderate (fuel price increase)
Inflation Impact High (fuel-driven inflation) Moderate to High
Currency Impact Rupee depreciation Relatively stable
Trade Impact Import burden increase Supply chain disruption
Remittance Impact Significant (Middle East | Minimal
dependency)
Economic Vulnerability High Moderate

5. Discussion

The findings of this study highlight how closely interconnected global economic systems are, especially
during periods of geopolitical conflict such as the 2026 Iran war. The results show that disruptions in
energy markets, trade flows, and financial systems are not isolated events; instead, they spread across
sectors and regions, creating broader economic consequences. This interconnected nature makes it difficult
for any single country to fully shield itself from external shocks, even if it has relatively strong domestic
economic conditions.

One of the most important insights from this analysis is the role of energy dependence in shaping economic
vulnerability. Countries that rely heavily on imported energy, such as India, are more directly affected
when global oil prices rise. These impacts are visible in the form of higher inflation, currency depreciation,
and increased fiscal pressure. In contrast, economies with greater energy self-sufficiency, such as the
United States, experience less severe direct effects. However, they are still affected indirectly through
global market dynamics, including financial volatility and changes in international demand. This
difference highlights the importance of diversifying energy sources as a long-term policy strategy.
Another key finding relates to the role of global trade networks in transmitting the effects of geopolitical
conflict. The disruption of major shipping routes and the increase in transportation and insurance costs
reveal how vulnerable existing supply chains can be. Many economies depend on specific trade corridors,
and when these routes are disrupted, the effects can spread quickly across global markets. This suggests
that improving supply chain resilience and diversification is essential for reducing exposure to future
disruptions.
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The study also emphasizes the impact of geopolitical uncertainty on economic behavior. Uncertainty
influences not only financial markets but also decisions made by businesses and policymakers. When
uncertainty increases, firms tend to delay investments, consumers become more cautious, and financial
markets become more volatile. Together, these factors contribute to slower economic growth. These effects
are particularly noticeable in highly integrated economies like the United States, where global
developments can quickly influence domestic economic conditions.

In addition, the analysis highlights the importance of remittance flows and labor mobility, which are often
overlooked in discussions of geopolitical conflict. For countries such as India, where a significant portion
of household income depends on overseas workers, instability in regions like the Middle East can have
serious socio-economic consequences. Disruptions in employment and remittance flows can affect
household income, consumption patterns, and regional economic stability, especially in areas that rely
heavily on migrant labor.

Overall, the findings show that the economic impact of the 2026 Iran war is complex and varies across
countries depending on their structural characteristics. The results highlight the need for coordinated
policy responses that address both immediate economic pressures and long-term structural challenges. In
particular, policies aimed at energy diversification, supply chain resilience, and economic adaptability will
be critical in reducing the risks associated with future geopolitical conflicts.

6. Conclusion

This study examined the impact of the 2026 Iran war on global trade, energy markets, and economic
stability, with a comparative focus on India and the United States. The analysis shows that the conflict has
disrupted multiple aspects of the global economy, particularly through its effects on energy supply chains,
trade networks, and key macroeconomic indicators.

The findings highlight that rising oil prices act as a major transmission channel, influencing inflation,
production costs, and overall economic stability. India, as an energy-import-dependent economy, is more
directly affected through higher import costs, inflationary pressures, and currency depreciation. In
contrast, the United States, while less exposed to direct supply shocks, is still affected indirectly through
global market volatility, trade disruptions, and changes in consumer behavior.

The comparative analysis suggests that economic resilience is closely tied to structural factors such as
energy dependence, trade integration, and financial system exposure. Although both countries are
impacted by the conflict, the nature and intensity of these effects differ significantly. This reinforces the
need for policy responses that are tailored to the specific vulnerabilities and strengths of each economy.
From a policy perspective, the findings emphasize the importance of diversifying energy sources,
strengthening domestic production capacity, and building more resilient trade and supply chain systems.
In addition, addressing the socio-economic effects of disrupted labor mobility and remittance flows is
essential for maintaining stability, particularly in economies that rely on overseas employment.

While the study is limited by its reliance on secondary data and the evolving nature of the conflict, it
provides a timely and meaningful assessment of the broader economic consequences of the 2026 Iran war.
Future research can extend this work by incorporating real-time data and examining sector-specific
impacts in greater detail. Overall, understanding how geopolitical conflicts affect economic systems is
essential for developing strategies that enhance resilience and support sustainable growth in an
increasingly uncertain global environment.
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