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For containing con�icts, reducing geopolitical risks 

and overcoming economic shocks and fragilities, 

there should be an agreed set of rules. This calls for a 

shared perception of legitimacy. Without a shared 

perception, in a multipolar world, instability can become the 

order of the day. Consequently, geopolitical uncertainty and 

economic volatility would increase. The gradual eclipse of 

multilateral institutions like the UN, WTO, WHO, 

UNFCCC (the climate change body), etc. has reduced the 

perception of rule-based legitimacy. The unfettered use of 

tari�s and sanctions, along with regional con�icts, is closely 

linked to the absence of a shared perception of legitimacy.

 In the history of international relations, the Treaty of 

Westphalia in 1648 is a landmark. It helped in ending the 

Thirty Years’ War in Europe. It also became a precursor to the 

belief system that sovereignty cannot be trampled, the 

territorial integrity of a State cannot be violated and there 

should be no interference in the internal a�airs of another 

State. Every time a global or regional hegemon has contested 

it, the results have been sub-optimal for all parties concerned. 

The war in Iran will subside one day, but whether that will 

lead to stability in a fractured West Asia is the key question.

 In the search for stability, the convergence of geopolitics, 

security and macroeconomics is becoming increasingly 

apparent. In recent weeks, the Iran war has once again 

brought it to the fore. It is not merely a regional military 

con�ict; its reverberations can be felt across global economies, 

commodity markets and �nancial markets. The impact, 

however, is a lot greater on energy-importing economies, with 

major ones being China, India, the EU, Japan and South 

Korea. India has sixty days of oil in reserve, which is to be used 

in case of supply disruption.

 The global markets have seen at least seven oil shocks since 

the early seventies; of these, the 1973 and 1979 shocks were 

the most prominent. In 1973, the price of crude went up 

fourfold; during the second oil shock beginning in 1979–80, 

prices went up around three times. The �rst event was driven 

by supply reduction by OPEC countries, led by Saudi Arabia 

(post the Yom Kippur War) and the second one was due to 

political upheaval in Iran.

 The 2026 oil shock emanating from the Iran war is 

di�erent. A part of the oil infrastructure and capital 

equipment has been destroyed and its replacement will take 

time. It has also opened up a number of fault lines. The roles 

of economic chokepoints like the Strait of Hormuz and Bab 

al Mandeb have never been so stark. From the point of view of 

future statecraft, these chokepoints need to be considered for 

scenario building and contingency plans.

 Iran’s ability to regulate these chokepoints, along with 

non-state actors, has set at naught several supply chain 

calculations. Global markets are increasingly questioning the 

dependence on a single chokepoint, like the Strait of 

Hormuz. Around 20% of the world’s oil consumption 

currently passes through it.

 The global markets across assets and countries are better 

integrated now. Volatility in the energy market is getting 

transmitted to commodity and equity markets almost 

instantaneously. Secondly, the destruction of petroleum 

infrastructure and natural gas plants would force energy-

importing countries to look for alternative sources. This may 

a�ect petro-dollar �ows and the subsequent use of petro-

dollars for purchasing US Treasury bonds. Alternate sources 

of crude supply could also lead to a shift in payment methods, 

including barter arrangements and the limited use of 

currencies such as the Yuan. This, however, is not an 

immediate option for India, given its �uctuating geopolitical 

dynamics with China.

 The Iran war has also a�ected commodity markets like 

fertilizers, helium and aluminium. Given these 

developments, the current con�ict appears more damaging 

than the oil shocks of 1973 or 1979. Another key issue is the 

uncertainty regarding the military and diplomatic endgame 

in the West Asian con�ict.

 The systemic shock on account of the Iran war can be felt 

across countries with di�erent economic structures and 

political alignments. An Al Jazeera report suggests that 

between February 23, 2026 and March 11, 2026, petrol prices 

rose sharply in 95 countries, with the highest increases being 

in Cambodia (68%) and Vietnam (50%). Several advanced 

economies experienced more than a 15% increase.

 The West Asian military con�ict has disturbed the energy 

market in terms of availability and price. From a 
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