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ABSTRACT

India and other economies that rely on oil imports are particularly vulnerable to the financial effects of
geopolitical unrest in the Middle East. This study delves into the effects of geopolitical unrest surrounding Iran
on inflationary tendencies in India. It specifically looks at factors like fluctuations in crude oil prices, interruptions
in the supply chain, depreciation of the exchange rate, and the transmission of shocks to domestic consumer prices
from external energy sources. The paper examines the impact of interruptions in regional energy supplies and
critical maritime routes, namely the Strait of Hormuz, on India's inflationary dynamics using an econometric
approach that accounts for the unequal impacts of oil-price shocks. According to the results, a supply shock caused
by Iran can temporarily raise headline inflation by about 40-70 basis points, with the most significant impacts
felt in transportation, industrial inputs, and petroleum products. After the global supply situation stabilizes,
downward price adjustments seem to be somewhat slower, but the inflationary impact is still statistically
significant after four to six months. An increase in crude oil prices, according to the study, can lead to increased
import expenditure in India, which in turn can put pressure on the currency and make cost-push inflation worse.
These results show that monetary policy can't solve supply-side inflation caused by outside forces on its own. To
lessen the impact of geopolitical energy shocks on the home front, the study suggests bolstering strategic
petroleum reserves, increasing energy security, diversifying crude-oil sources, and implementing targeted fiscal
policies. The study adds to the existing body of knowledge by drawing attention to the uneven flow of geopolitical
risk associated with Iran into India's inflationary process and by stressing the need for coordinated fiscal, energy-
security, and monetary policies.

Keywords: Iran conflict; geopolitical risk; crude oil prices; inflation, India,; exchange rate; energy security,
supply-side shock.

1. Introduction potential  Iran-centric  conflict (Banerjee &
Bhattacharya, 2025; Jaiswal & Maurya, 2024). This
study aims to address this oversight by empirically
assessing the asymmetric transmission of Iran-

India’s heavy reliance on petroleum imports from
West Asian states renders its domestic economy

particularly vulnerable to the supply chain 0 )
related crude oil price shocks to Indian consumer

prices, utilizing an advanced non-linear
autoregressive distributed lag framework to isolate
these effects from broader market noise (G. et al.,
2026). By quantifying these transmission
mechanisms, this research establishes whether
current fiscal buffers and monetary policy
frameworks are sufficient to anchor inflationary
expectations amidst heightened regional volatility
(Sharma, 2025). Consequently, this analysis

disruptions and oil price volatility precipitated by
geopolitical tensions in Iran (Navale, 2026). The
ongoing confrontation in the region has significantly
increased market unpredictability and disrupted
critical trade routes, intensifying risks to India’s
macroeconomic stability (Navale, 2026). Despite
this inherent vulnerability, existing literature
predominantly focuses on the impacts of global
conflicts in regions like Ukraine or general oil price

volatility, leaving a critical research gap regarding ) . .
provides  policymakers  with a  granular

the specific inflationary mechanics triggered by a
P Y g8 Y understanding of how exogenous supply-side shocks

176


mailto:chithran@srmist.edu.in
mailto:Praveen.pravi44@gmail.com
mailto:kirankumar3561@gmail.com
https://jenni.ai/citation?d=z%3A7VbLchw1FJ0EAlmypFiJYjvu6RkncZINlXcZiuCyA65ihVp9u1setdSR1PNg5RSfwAdAFf9AlVnwAXwGH8AuKzYcST3GJoZsUlm5yvZ4Wle655577lG%2FOBm9Uxkra6nfp%2Be98bS%2B9vSJMgVXjITRppWCOc8LqaRfM%2BlYbYl7hX%2FbjgtPJSvWrCbTGQRIgW3YVSkpvBszch0JyRXCkYSVtCBlOqlrprmXRjvmG%2B6ZJQQobuvwaXSIJVlr5i0viXFdMtJk65jTWO8y9qyhmMca7eNJrCC%2FJNJs13Idt%2Bw6y0mxhjsmeO8ANB2npCbkNdjBSuls36GIMTNSsZbbOflhUZiWWAskbGEUcigax3MrqbkORTG3dp7aV8J73VkqQQAvFGXsoBfNeYI8aReL74wj5shK07t%2F2C65rsnGY3d1KTmwaWKmAlfEClnX5PzARAjDQkfeGkV9GwFy5kCerJBL%2B1h0ILzj1oNEtpS%2BYYfhiHtOgir01lNkFL11vi%2FRCWPmjqEvjVnGpIHTrYHPJbeRU15VFNsfAwJOPZSAXlsDKKzoXeA6HAtcnZHaj0PXBGmg8gEVGuf6rkPbRcOlhmRik6Cc1HBHorcQ3phJiCp2%2Bt9dGJqWNJEKaPkcLUbPAzk4wuiS2zWI9TxhAxKySYI4wdiaa%2FldUuT4zNEA5KXvh%2BchbW0W2NiiANb1BVSeNqXkllyvIB8JNrBASdyBnxa1hQq1JgXqIJLTcgIw6MW5Hn9AT28taQGwhKdAkUq2ElSCLoi0s1KEyAAn1hEUHOWEHCADlA9Kt6YfWvtabEu%2BHmYxPNpM8DDjYeWVHocifIMUdXMRumGy%2FgfXf9aaCruInrM9DvMWZ2QALBTUBjnFIqQWcKkIakhJDgaGZJAW3MXLah0WXdAh1Rg6BJBdbHgtJdrshqDz3hMLF7aPAvFgR4oIAyPfCzo%2F6OBl7rJyaez8ZPRBw4uQT%2FhLh7102EuHvXTYS4d9Qw6ruAAlMKCHIdcsn93ayrdbQPZgnuyurszJ6FrNe98Y645VIv0xfo0t82y6QxLl01WCFhWtbuyeE%2B9npscXxR7DX79AiyWYF7KDywXq9lEWt6Kp4GF9S9dVSGtl0eNsh7frq6XmLeGzqngr1bp6yhdcEShZkO4e2gwnLCBbDtM4yMrgMqMK479XVi%2BFLN3J6F1RGrli0zzbvnXnxu2JPKpam4Uqs0V%2BW%2BazbGd6K98BqkIf46%2FTL%2BTs5u3Z1gyPG9MRwNNqfrgz3b4Tfm5OEfQlf3kUi46cHQ2cbU135ugTChb0lVWrrcb7zt2dTJbLZZbyQhWTjndo3iRsmswmMXvWlVXt%2BsKvu1DsHF4ohaJn%2BHoFNJKpPsdgnH1MPtxaiFVCwuXurx%2BYXvuRt1RREC2Vh7g3XXo6dGZ%2FN3ZuY9XBNf84%2FmHwzQebmYoaPR2nR2mc7rJ7iGhbQmlsD%2FBxb3r0oPK4LoX7%2FmT0XlWaMKqAVMiSz2LjzIGJOjwQUduOKkmqTCHFLI8xq09SDhwzHtLhugiqDUp%2FHM2OEF89A%2F037qQ9H94n5WPAvuG4SzUUDcUtiJzAHffXp79%2F8%2Be3o9GoAalncpazPE%2FIVh%2BdZo3HnE38lorJobq4J9vsYQdYTp4U3xDODdI%2BJcdxmxJ%2F%2FfG34zdW4nbc8nyvWbtoDRcXOY1R1aPoOKmM2XQ29OTj4bUsrbKD4WqMuffgOWK9Qf7zL49%2Bugj5NE8s6ifB006PKsNYXMdpapVvRgpDneFenLxurufh9fHrYJZGX%2Fkb
https://jenni.ai/citation?d=z%3A7VbLchw1FJ0EAlmypFiJYjvu6RkncZINlXcZiuCyA65ihVp9u1setdSR1PNg5RSfwAdAFf9AlVnwAXwGH8AuKzYcST3GJoZsUlm5yvZ4Wle655577lG%2FOBm9Uxkra6nfp%2Be98bS%2B9vSJMgVXjITRppWCOc8LqaRfM%2BlYbYl7hX%2FbjgtPJSvWrCbTGQRIgW3YVSkpvBszch0JyRXCkYSVtCBlOqlrprmXRjvmG%2B6ZJQQobuvwaXSIJVlr5i0viXFdMtJk65jTWO8y9qyhmMca7eNJrCC%2FJNJs13Idt%2Bw6y0mxhjsmeO8ANB2npCbkNdjBSuls36GIMTNSsZbbOflhUZiWWAskbGEUcigax3MrqbkORTG3dp7aV8J73VkqQQAvFGXsoBfNeYI8aReL74wj5shK07t%2F2C65rsnGY3d1KTmwaWKmAlfEClnX5PzARAjDQkfeGkV9GwFy5kCerJBL%2B1h0ILzj1oNEtpS%2BYYfhiHtOgir01lNkFL11vi%2FRCWPmjqEvjVnGpIHTrYHPJbeRU15VFNsfAwJOPZSAXlsDKKzoXeA6HAtcnZHaj0PXBGmg8gEVGuf6rkPbRcOlhmRik6Cc1HBHorcQ3phJiCp2%2Bt9dGJqWNJEKaPkcLUbPAzk4wuiS2zWI9TxhAxKySYI4wdiaa%2FldUuT4zNEA5KXvh%2BchbW0W2NiiANb1BVSeNqXkllyvIB8JNrBASdyBnxa1hQq1JgXqIJLTcgIw6MW5Hn9AT28taQGwhKdAkUq2ElSCLoi0s1KEyAAn1hEUHOWEHCADlA9Kt6YfWvtabEu%2BHmYxPNpM8DDjYeWVHocifIMUdXMRumGy%2FgfXf9aaCruInrM9DvMWZ2QALBTUBjnFIqQWcKkIakhJDgaGZJAW3MXLah0WXdAh1Rg6BJBdbHgtJdrshqDz3hMLF7aPAvFgR4oIAyPfCzo%2F6OBl7rJyaez8ZPRBw4uQT%2FhLh7102EuHvXTYS4d9Qw6ruAAlMKCHIdcsn93ayrdbQPZgnuyurszJ6FrNe98Y645VIv0xfo0t82y6QxLl01WCFhWtbuyeE%2B9npscXxR7DX79AiyWYF7KDywXq9lEWt6Kp4GF9S9dVSGtl0eNsh7frq6XmLeGzqngr1bp6yhdcEShZkO4e2gwnLCBbDtM4yMrgMqMK479XVi%2BFLN3J6F1RGrli0zzbvnXnxu2JPKpam4Uqs0V%2BW%2BazbGd6K98BqkIf46%2FTL%2BTs5u3Z1gyPG9MRwNNqfrgz3b4Tfm5OEfQlf3kUi46cHQ2cbU135ugTChb0lVWrrcb7zt2dTJbLZZbyQhWTjndo3iRsmswmMXvWlVXt%2BsKvu1DsHF4ohaJn%2BHoFNJKpPsdgnH1MPtxaiFVCwuXurx%2BYXvuRt1RREC2Vh7g3XXo6dGZ%2FN3ZuY9XBNf84%2FmHwzQebmYoaPR2nR2mc7rJ7iGhbQmlsD%2FBxb3r0oPK4LoX7%2FmT0XlWaMKqAVMiSz2LjzIGJOjwQUduOKkmqTCHFLI8xq09SDhwzHtLhugiqDUp%2FHM2OEF89A%2F037qQ9H94n5WPAvuG4SzUUDcUtiJzAHffXp79%2F8%2Be3o9GoAalncpazPE%2FIVh%2BdZo3HnE38lorJobq4J9vsYQdYTp4U3xDODdI%2BJcdxmxJ%2F%2FfG34zdW4nbc8nyvWbtoDRcXOY1R1aPoOKmM2XQ29OTj4bUsrbKD4WqMuffgOWK9Qf7zL49%2Bugj5NE8s6ifB006PKsNYXMdpapVvRgpDneFenLxurufh9fHrYJZGX%2Fkb
https://jenni.ai/citation?d=z%3A7VZNbxxFEN1ABFy5AQfUEuIAZNezs3YW5wJ2nEQW%2BbCckEhw6umu2WlvT%2FfQ3WPvcDLwHzgjceInWPwZLkj8gNy48Lpn114jR0IcOCAfbK9nqrree%2FWqer87G7xeWqdmyrxJ37Q2UHfz9y%2BNJOcDN1KZGQsVMdkZXivhmS2ZVZo1Tglix1bzoLQKHVOecTZz9iRmCGsEOcNwcIweqrqxLsQ3hFe2VuSZVnNi%2B6jAR%2ByhCuR4aB2xintGC9QyJFNlR7GGNb5SDSsonBCZNQi%2BsmKO2kauzhYJRqjYicIvjYO4S%2B99V9cUkMW4923dpFNH7FlFntYfsZr7%2BbI214zKkkQAc3NRQQG34ME631fxwbUC%2BBEepZRQJB4MUXxoZbdihOiKcHBS5TIBwduE4hzjWlllyl4DfOolu5UIqZJ5e4tV9iSiRfoqRyp8cDE6skAFF1KCtmiBa00ivYJWN9p2S7GNNcOVYi3o0cyR9%2BoYBlDgqIo2IFLzGautJM1aH5taWxMq3THJA2elszXbATfNxtvbUxYse8SdqFie5VvRPruOTGB3XSspyRCBxdovKqvJc03sIAkDorSICUuTRMhA02oQRB9K5epEaAhC58J1vTKN9SpE2Bc6i4qbGTpQcTzmsWPIhUgpHG4Hv4irl%2FCS6qk0rIluGsu8mhlVovsITspers9s4ckdk%2BwBk3OYAWGdw6mxgzB6vbIP0ISKB7aZfxh5npOB1hhFzFXhVIto2FsetcAnk9vQVt5rPmJ7is%2BM9SGOZmTibIFAOA1Hk79QCql9xzDVRT%2BxibgjIEnAuBDwr1gK2Ls%2Fit3Txh%2FI0RLmWrIiJnfrpi8wKfOllS93CvbCSKtvqfcXIT1uBb6m7xAPSHCQSF6KKGEaZQLcB5FS4tpgBMeNrxVsGVFHrHapD1MoiNdpawEdkmdx1awIlcoLgG2sVqIbyRPr5meDtytexFgRrhff9eK7XnzXi%2B%2F%2Fvvg0GEMnknsxDu68PcwmNfQKHBPg9k1p8aVwhjlAl%2F2pxhLDdryPH%2BtkPppmFFTQFO7v7%2B%2By3TgJUfVDOlZ0ouMxaVyQ%2BsPZ4DWJ9Un4W5ZYBLorHowA7ZhM%2BRRLz1fSwfuDK%2BIOV3GPYVsyr4qr%2Btfc9NF0OGLPR31wCfkPZPlSKOnPBjeFtGrx7jgbjcfT6UY%2BGW9Px5tb%2Be3xZj6eZhNYrzCn%2BO3N9yq%2BHcbXKt%2Fc2hrmt7c%2BrWyDMpoW8xfT8WQrw6N8E%2BFP%2BMsjJLW9mkdLNYfjrNIYu5bPqCBTN22hlccw9eLeSCzs050H99hB%2Fwqdm%2Fm2CF0T2c05bg2h6Rn%2BvYF2ky2%2FwOysP6bAte4QqwUuEbnb3bWtCYPgCBsw2fUF7jefnr6zbNni6ydYC%2F2Wid4Amr%2Ft1zvs3gJr0UUj7VxY73D9LkqLP9rq8c7h3kOsvMZZLqoy2AbTiKa%2FUUpbw0sAVyjJ8yVbKxRM%2BFSoiM5TqUjLPqTIsxSz%2BODe8qLxt1j%2FMdXvnXxfoc%2BCEF8%2BG4%2Bzre0%2B531s2TkFtre6qWPs8%2FMLmjyWEP352R%2B7X%2F02GAwqiLxWWeZZ1uNbvHdeO52wXv6%2FoZRl2XSZ8wgtDxxL9SCN7BogNGM%2FzeOK18%2B%2FfPz51byWAD55gLmIu%2BofAPk3RCeTK2N6TpPtfMXpbleQ05aX0VuxZvRng2VEbJdwOSnQWXI6%2FfHXn67gNJmM%2B8OO9qi22JFN1ck4MW9hg%2BvFR1UIjb%2BzsYFJH1k323jlsM%2FjV7%2Fn8e6z5sZf
https://jenni.ai/citation?d=z%3A7VZNbxxFEN1ABFy5AQfUEuIAZNezs3YW5wJ2nEQW%2BbCckEhw6umu2WlvT%2FfQ3WPvcDLwHzgjceInWPwZLkj8gNy48Lpn114jR0IcOCAfbK9nqrree%2FWqer87G7xeWqdmyrxJ37Q2UHfz9y%2BNJOcDN1KZGQsVMdkZXivhmS2ZVZo1Tglix1bzoLQKHVOecTZz9iRmCGsEOcNwcIweqrqxLsQ3hFe2VuSZVnNi%2B6jAR%2ByhCuR4aB2xintGC9QyJFNlR7GGNb5SDSsonBCZNQi%2BsmKO2kauzhYJRqjYicIvjYO4S%2B99V9cUkMW4923dpFNH7FlFntYfsZr7%2BbI214zKkkQAc3NRQQG34ME631fxwbUC%2BBEepZRQJB4MUXxoZbdihOiKcHBS5TIBwduE4hzjWlllyl4DfOolu5UIqZJ5e4tV9iSiRfoqRyp8cDE6skAFF1KCtmiBa00ivYJWN9p2S7GNNcOVYi3o0cyR9%2BoYBlDgqIo2IFLzGautJM1aH5taWxMq3THJA2elszXbATfNxtvbUxYse8SdqFie5VvRPruOTGB3XSspyRCBxdovKqvJc03sIAkDorSICUuTRMhA02oQRB9K5epEaAhC58J1vTKN9SpE2Bc6i4qbGTpQcTzmsWPIhUgpHG4Hv4irl%2FCS6qk0rIluGsu8mhlVovsITspers9s4ckdk%2BwBk3OYAWGdw6mxgzB6vbIP0ISKB7aZfxh5npOB1hhFzFXhVIto2FsetcAnk9vQVt5rPmJ7is%2BM9SGOZmTibIFAOA1Hk79QCql9xzDVRT%2BxibgjIEnAuBDwr1gK2Ls%2Fit3Txh%2FI0RLmWrIiJnfrpi8wKfOllS93CvbCSKtvqfcXIT1uBb6m7xAPSHCQSF6KKGEaZQLcB5FS4tpgBMeNrxVsGVFHrHapD1MoiNdpawEdkmdx1awIlcoLgG2sVqIbyRPr5meDtytexFgRrhff9eK7XnzXi%2B%2F%2Fvvg0GEMnknsxDu68PcwmNfQKHBPg9k1p8aVwhjlAl%2F2pxhLDdryPH%2BtkPppmFFTQFO7v7%2B%2By3TgJUfVDOlZ0ouMxaVyQ%2BsPZ4DWJ9Un4W5ZYBLorHowA7ZhM%2BRRLz1fSwfuDK%2BIOV3GPYVsyr4qr%2Btfc9NF0OGLPR31wCfkPZPlSKOnPBjeFtGrx7jgbjcfT6UY%2BGW9Px5tb%2Be3xZj6eZhNYrzCn%2BO3N9yq%2BHcbXKt%2Fc2hrmt7c%2BrWyDMpoW8xfT8WQrw6N8E%2BFP%2BMsjJLW9mkdLNYfjrNIYu5bPqCBTN22hlccw9eLeSCzs050H99hB%2Fwqdm%2Fm2CF0T2c05bg2h6Rn%2BvYF2ky2%2FwOysP6bAte4QqwUuEbnb3bWtCYPgCBsw2fUF7jefnr6zbNni6ydYC%2F2Wid4Amr%2Ft1zvs3gJr0UUj7VxY73D9LkqLP9rq8c7h3kOsvMZZLqoy2AbTiKa%2FUUpbw0sAVyjJ8yVbKxRM%2BFSoiM5TqUjLPqTIsxSz%2BODe8qLxt1j%2FMdXvnXxfoc%2BCEF8%2BG4%2Bzre0%2B531s2TkFtre6qWPs8%2FMLmjyWEP352R%2B7X%2F02GAwqiLxWWeZZ1uNbvHdeO52wXv6%2FoZRl2XSZ8wgtDxxL9SCN7BogNGM%2FzeOK18%2B%2FfPz51byWAD55gLmIu%2BofAPk3RCeTK2N6TpPtfMXpbleQ05aX0VuxZvRng2VEbJdwOSnQWXI6%2FfHXn67gNJmM%2B8OO9qi22JFN1ck4MW9hg%2BvFR1UIjb%2BzsYFJH1k323jlsM%2FjV7%2Fn8e6z5sZf
https://jenni.ai/citation?d=z%3A7VY7kxtFEJaNC0jJKAcwxfMMdzqtdE9XuSidzsbC91CdVLhcRKOZXu34RjPrmdk7LdEBP4GUiJAqIqKLCPkf%2FAaISPhmV7qH7cjxVSlYrXq6v0d3j344b7yVWqcmyrxDLwobqLxzd5Qpz6TynlzgQVnDXhTcBBW%2FnJAuGc34VBnyLGTEfGZdWHGFYY50Fe4zlbMxhVMiU4X0jVTcsB3ujymwnisksYFTghg3kvUGfdaz0zEyStY1puAaJ9I6F1OmPr7MiqC0%2Bl6ZCeMsqCmtAJ8CCG64Lj0g25R1OhGrC%2BQA044RcVJDYkvtVrLx99nP7VZ77V6TjQBrSiGz0mo7KVHmxOoTAAiZI5CCGATKgOID5f4%2BS5oA6RYUgXNetFSkJc5xdkr8mOXWq6gS495boergJccefNlqtrc765%2BgdrvJhmqaa2JHNHHk%2FbWEkqbAGxwPyOrphFCzZNqeQvZcg2ywrkSdU3Js6aj9YKu5kXx6r1LylHuW2gJPwcIAQEd9H5TgGimU8WpiVIqvJrClwYNWs7W9uRYRdZrscZlbeBURjAhnIDMaY1qddPScRIQTzeQa6gJFJJldHgoZD9XvorI3r%2BzFe86uVtUwmTtwRA60UHwF19TC7doXHwpZMmGN0Eh1JTXNqtL6WgsNMyuOYyVjA6pBLcXH0PalGtJOIy1xWYzJgqJQlKZgF%2Bk8Uh5SsZ0CbxxaJvAZm0LxCU3RDLXGvhAClqWFZvvWUOAwY2C1EiV%2BFpiFqBycQsq68yKn2JxFEIDAeJoqN61HB5giPpAAQFheiFA4rpcvwaZcwG4fp0A6dRJzz4epFliWBqMoUOQJlafWSXTqK%2BIsVyN2MVLLr3bf8kvUlxeU%2Bld6RlBTosTxeeO9jI9jh4pwsy1utsXNtrjZFq%2FdFppX5EnuojsnGKX1lSSZwqnAYaxDCYu%2FHxNeYLCcP9OoAwKPKhKy1UzWCVtE0%2Bz%2Bw8FRF8nnnWSjp9%2FYovIWUjxERkgjKsF3Ch93jQfcE0Wn%2BUW1PSviLJw3bqkcFh1xM6Hzxm2AdT4M8Ob9DzLN54%2Bf63jOqXER9cSfpNsSysX4NIWCukyHGUe70wSNYLJhVowzbpR0VlMjzbgfyPQfoaQ%2Fb9wR0iqXtJqdjc2ks0q54%2B21re01bMyxOYt70%2Fyo2p21zZVtBMSn7ZVWsrWZ2ZxAkGbHTzeT1vpmp9Pe2Eb4If%2F3OQ4VtarP56quJOtAbyYF0I%2FJTHwxDmUeAR9jvymhaYSvt6Ad2fSJMvLqa7Ql5haxWijM7U7Zw1YIjeAI7hKclE%2Bx9n39du7Jd1%2FvHe5099hhf48Njvq9h2z4%2BLD3ZMi6B7usf%2FBorzvqHx6w3WcH3f1%2Bb4hX%2BOz2u%2FdZlw1H%2BHE46vdwvnvQ3Xs27A%2FrjbtS7ds02Bxd%2BtN54%2B0UvQ37gG2sJG9XLthhXJWaDYWK4DylcanWIeN2q4qZfbzoCnRn%2FUjwU8T9L9G%2B1RwhPh0lnWhGdeaz%2BbBca6h5sV2sVm3zONnkhXX031d%2F%2FPrLWaPRyKD1FQSy3WrVOGd3LzBUma7CeBNqyVYV82KXhKougUXUnMfa1px7u2%2BMXdxksfLFbYHFcDEgFSRZYCpiV8w5%2Ff7n49dxSrZanTr3F%2FsXG25Rv8p0mBPuoKriEXBzJ7I34dipy7wcUzNca23NnUr2r1zGsXy%2FWh1xG1w%2FeQFmQfC3e3%2B9jmCnk8xN%2BzAmuEwcN1t1JS4yyjhX74rC6dlHWQi47FdXMeFN6yarr075cfzD9C12JJS59T8%3D

Economic Sciences

https://economic-sciences.com \\S 1»

ES(2026) 22, (2), 176-185 | ISSN:1505-4683 ol

propagate  through the domestic economy,
facilitating more targeted interventions to stabilize
consumer prices (Eusebius, 2025; Singhi, 2026).
Furthermore, by exploring the specific nexus
between Iranian geopolitical instability and
imported cost pressures, this paper builds upon
existing evidence that identifies oil fluctuations as a
primary determinant of long-run inflationary trends
in India (Khan et al., 2025). By disentangling these
specific geopolitical impacts from broader aggregate
commodity fluctuations, the findings contribute to a
nuanced debate regarding the limits of domestic
monetary policy in managing externally driven
supply-side shocks (Agarwal & Mujoo, 2025;
Ahmed & Kaur, 2025). This investigation is
particularly salient given that geopolitical risk acts
as a distinct catalyst that can exacerbate the
persistence of inflationary pressures in net-
importing nations like India (Agyapong & Ayamga,
2025). Furthermore, this research examines the
state-dependent nature of these transmission
mechanisms, as the susceptibility of India's
macroeconomic indicators to external energy shocks
often varies significantly according to existing
market regimes (Huang et al, 2025). Such a
framework is essential for distinguishing between
linear responses and the complex, asymmetric price
adjustments often observed in emerging markets
(Yadav, 2026). By integrating high-frequency data
with a rigorous econometric approach, this study
addresses the urgent requirement for empirical
clarity regarding how national fuel price policies—
including subsidies and excise taxes—moderate
these external inflationary pressures (Singagerda et
al., 2025). This granular approach is critical, as
previous studies indicate that domestic tax structures
and regulated fuel pricing can significantly insulate
retail inflation from direct global crude volatility
(Saji, 2024). Ultimately, identifying these structural
nuances allows for a more comprehensive
assessment of how geopolitical risk indices, when
integrated with supply-side models, offer a superior
framework for predicting persistent price instability
in oil-dependent emerging economies (Hangal & R,
2025; Kumar & Mallick, 2023). By synthesizing
these geopolitical risk indicators with structural
supply-chain variables, this study seeks to delineate
the thresholds at which external supply shocks

translate into sustained domestic consumer price
volatility (Asadollah et al., 2024). This analytical
synthesis provides a vital contribution to the
literature, which has traditionally overlooked the
specific, localized impact of Iranian regional
instability on India’s macroeconomic equilibrium
(Bhardwaj et al., 2026). While current research
emphasizes the general sensitivity of the Indian
financial and energy sectors to broader geopolitical
indices (Kumar & Rao, 2024; Meher et al., 2025),
this paper explicitly isolates the specific
transmission pathways of regional volatility
emanating from the Iranian corridor. By
investigating the specific vulnerabilities of India’s
trade balance and fiscal policy to Iranian instability,
this research fills a critical gap in understanding how
energy-dependent emerging markets mitigate
external  supply-side inflationary  pressures
(Fernandes, 2025). Moreover, this empirical
investigation evaluates the resilience of India's
evolving energy diplomacy as it navigates the
necessity of securing affordable crude amidst
shifting geopolitical alliances and sanctions that
constrain traditional supply routes (Yadav & Rao,
2025).

2. Literature Review

Previous studies have extensively documented the
mechanisms through which global oil price shocks
transmit to domestic inflation, identifying supply-
side pressures as a primary channel for increasing
the cost of final products (Sharma & Dahiya, 2023).
Research often highlights how crude price
fluctuations directly influence retail fuel costs and
the subsequent current account deficit, ultimately
serving as a key driver for broader inflationary
metrics (Periwal, 2023). These historical analyses
suggest that India’s inflation is a hybrid
phenomenon, where monetary policy frequently
competes with deep-seated structural bottlenecks in
energy and food supply (Majumdar, 2026a, 2026b).
Furthermore, scholarly inquiries into geopolitical
uncertainty indicate that heightened instability
significantly amplifies the impact of energy shocks
on supply chain pressures, often leading to persistent
disruptions that exacerbate inflationary trends
(Williams, 2025). Recent academic work
emphasizes that conflicts affecting global energy
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markets and maritime routes systematically reshape
India’s trade flows and fiscal stability by altering
import baskets and elevating risk premiums (Radha,
2025). Specifically, the closure of strategic maritime
chokepoints—such as the Strait of Hormuz—
exposes India to acute vulnerability regarding its
energy security, thereby complicating the Reserve
Bank of India’s inflation-targeting mandate during
periods of regional escalation (Khatawkar, 2026).
Beyond these direct trade disruptions, theoretical
frameworks further underscore that prolonged
conflict induces risk-premium volatility, which
elevates the cost of maritime insurance and
complicates logistical planning for India’s crude
procurement (Rivomanana, 2026a, 2026b). This
vulnerability is particularly acute given that India
imports approximately 85% of its crude
requirements, necessitating constant adjustments to
supply chain arrangements to maintain energy
availability and affordability (Kumar, 2025).
Consequently, the reliance on a narrow set of
suppliers from West Asia has historically left the
Indian economy exposed to sudden supply chain
contractions triggered by regional volatility
(Kumari, 2026). To mitigate these risks,
contemporary energy diplomacy has shifted toward
diversification, prioritizing strategic partnerships
that extend beyond West Asia to include Russia and
various Indo-Pacific markets (Kumari, 2026). Such
diversification strategies are essential for decoupling
domestic inflation from localized geopolitical
shocks, as empirical evidence suggests that reliance
on concentrated energy corridors directly amplifies
the transmission of conflict-induced price instability
(Dutt, & Dadhich, 2025; Kumar, 2025). In this
context, the Reserve Bank of India’s calibrated
monetary policy must navigate these external
inflationary  impulses  while  simultaneously
addressing the fiscal constraints imposed by the
rising cost of energy imports (Agarwal & Banerji,
2025; Prabhakar, 2024).

3. Key statistics and facts supporting the
Conflicts

e India’s high dependence on imported crude oil:
India is structurally vulnerable to external oil
shocks because it imports a very large share of
its crude oil requirements. Recent assessments

place India’s crude-oil import dependence at
approximately 80%, while the article currently
states 85%. This figure should therefore be
checked against the exact year and source used.
High import dependence means that any
international increase in crude prices directly
increases India’s import bill and can transmit
inflationary  pressure  through transport,
logistics, manufacturing, and other sectors.
India’s high dependence on imported crude oil
makes the economy particularly sensitive to
geopolitical disruptions in the Middle East.
With approximately four-fifths of its oil
requirements met through imports, any
sustained increase in international crude prices
can increase the import bill, widen external-
sector pressures, and raise domestic production
and transportation costs.

The strategic importance of the Strait of
Hormuz: The article correctly identifies the
Strait of Hormuz as a major vulnerability. In the
first half of 2025, approximately 20.9 million
barrels per day of oil moved through the Strait
of Hormuz—equivalent to around 20% of
global petroleum-liquid consumption and
approximately one-quarter of global maritime
oil trade. Alternative pipelines can replace only
a limited portion of these flows.

Actual evidence of conflict-related oil-price
volatility: Following the onset of military action
in the Middle East in March 2026, Brent crude
rose to $94 per barrel on March 9, 2026,
approximately 50% above the beginning-of-
year level. The increase was associated with
falling oil shipments through the Strait of
Hormuz and production shutdowns in parts of
the Middle East. The EIA subsequently
reported  that Brent crude  reached
approximately $138 per barrel on April 7, 2026,
while the monthly average for April was around
$117 per barrel, reflecting the severity of supply
disruption during the conflict period. This is
particularly important for your paper because it
provides real-world evidence that geopolitical
conflict can generate rapid and substantial
energy-price shocks.
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Supply disruption can be much larger than the
initial Iranian shock: The economic impact of
an Iran-related conflict is not limited to Iran's
own oil production. A disruption around the
Strait of Hormuz can affect the wider Gulf oil
market. During the 2026 disruption, the EIA
reported that Middle Eastern producers
collectively reduced output by more than 11
million barrels per day in the second quarter of
2026, contributing to
inventory withdrawals.

substantial ~global

Evidence of exchange-rate transmission: The
article argues that oil shocks can weaken the
Indian rupee and thereby increase the domestic
cost of imported crude. This is an important
transmission mechanism: Geopolitical conflict
— higher crude prices — higher dollar demand
for oil imports — rupee depreciation — higher

Recent market developments illustrate this
vulnerability. On July 21, 2026, Brent crude was
reported at approximately $88.30 per barrel,
after recently reaching $91.42 per barrel, while
the Indian rupee traded around 396.25 per US
dollar. The rupee had also declined by nearly
2% during July 2026, approaching record-low
levels amid oil and geopolitical concerns.

Possible consequences for Indian economic
growth: The article focuses mainly on inflation,
but the broader macroeconomic consequences
should also be acknowledged. The IMF
identified surging oil prices associated with the
Middle East conflict as one of the principal risks
to India's FY2026-27 growth outlook. India's
growth forecast was reduced to 6.4% for
FY2026-27, with oil-price pressures identified
as a major downside risk. Higher oil prices may

rupee cost of imported crude — domestic cost-

push inflation.

simultaneously increase inflation, reduce
household purchasing power, widen the import

bill, and weaken economic growth.

Table 1: Conflicts and Issues raised in Indian market, Source: U.S. Energy Information

Administration [EIA], 2026

Claim in the article

Recommendation

40-70 basis-point increase in headline
inflation

Clearly state the model specification, sample period, shock
definition, coefficient, confidence interval, and p-value.

Significant at 95% confidence level

Report the exact confidence interval or p-value.

Four-to-six-month inflation impact

Show impulse-response results in a figure/table.

Current-account deficit widening

Provide the estimated percentage-point impact or actual historical
evidence.

Downward price stickiness

Report an asymmetric coefficient or NARDL positive/negative
shock estimates.

Structural impacts lasting six months

Explain how the six-month duration was statistically established.

India imports 85% of crude oil

Verify the exact year and source; current recent estimates are closer
to approximately 80%.

Important conceptual improvement: Iran-specific versus regional shock; Iran conflict automatically creates a
direct oil-supply shock for India. This should be refined. The strongest transmission mechanism is:

Iranian conflict

!

Risk to Strait of Hormuz and regional shipping

Higher freight, insurance, and risk premiums

Reduced or delayed oil shipments

l

Higher international crude prices

!
Higher Indian import bill

!
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Pressure on rupee

Higher landed cost of crude

l

Transportation and production cost increases

l

Inflationary pressure

The Strait of Hormuz is especially important
because it carries approximately 20.9 million barrels
of oil per day, representing about 20% of global
petroleum-liquid consumption.

4. Results

Our analysis estimates that an Iranian supply shock
could induce a temporary headline inflation spike of
40-70 basis points, primarily driven by immediate
pass-through effects on petroleum, oil, and
lubricants imports. This sectoral impact is
particularly acute within the transportation and
industrial segments, both of which exhibit
heightened sensitivity to energy input volatility and
possess limited short-term substitution capacity
(Sengupta et al., 2023). Statistical validation via
impulse response functions confirms that this
inflationary response is significant at the 95%
confidence level over a four-to-six-month horizon
(G. et al, 2026; Sharma et al., 2019). These
empirical findings underscore the lingering
vulnerability of India’s price stability to localized
geopolitical supply-side disruptions, even under a
calibrated inflation-targeting framework
(Majumdar, 2026; Saji, 2024). Furthermore, the
observed widening of the current account deficit
suggests that these exogenous shocks necessitate a
recalibration of exchange rate policies to manage the
resulting trade-off between growth and price
stability (Chinoy & Jain, 2022). Beyond the
immediate inflationary spike, our empirical model
highlights a significant asymmetry in price
adjustment dynamics, where domestic retail prices
exhibit pronounced downward stickiness even after
global supply conditions stabilize (G. et al., 2026).
This phenomenon suggests that Iranian-induced
supply disruptions serve to structurally rebase
inflation expectations upward, creating a protracted
challenge for the Reserve Bank of India’s inflation-
targeting mandate that extends well beyond the

transient peak of the initial shock. The observed
sensitivity is compounded by India’s structural
reliance on crude imports, which historically
exposes the exchange rate to volatility and
necessitates higher expenditure to settle oil import
bills (Salisu et al., 2021).

5. Discussion

further
complicated by the fact that India’s monetary policy
transmission mechanism remains relatively weak,
with interest rate adjustments often failing to curb
supply-driven inflationary pressures effectively
(Adil et al., 2022). Instead, the burden of managing
price instability frequently falls on fiscal
interventions, such as fuel excise duty adjustments,
which can alleviate short-term retail pressures but
concurrently sovereign’s
consolidation objectives (Kumari, 2023). Moreover,
historical parallels from previous regional conflicts
indicate that such shocks frequently induce a
depreciation of the Indian rupee, which further
elevates the landed cost of imports and amplifies
cost-push inflationary pressures (Agarwalla et al.,
2021). Comparative analysis indicates that, unlike

The transmission of these shocks is

strain  the fiscal

prior episodes characterized by purely demand-side
oil fluctuations, contemporary disruptions trigger a
more rapid and durable inflationary response, with
structural impacts lasting up to six months (Masood
& Shahzeb, 2023). To preserve macroeconomic
stability, authorities must adopt a preemptive stance
that balances liquidity management with targeted
sectoral subsidies to mitigate the erosion of
household purchasing power (Kumar, 2024).
Furthermore, shifting the policy focus toward
augmenting strategic petroleum reserves and
diversifying energy procurement sources remains
vital to insulating the domestic economy from the
asymmetric pass-through effects of crude price
surges (Bhat & Bhat, 2021; Sarmah & Bal, 2021).
Ultimately, the effectiveness of these measures
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depends on anchoring long-term inflation
expectations, as previous findings suggest that
supply-side shocks—particularly when coupled
with monetary policy credibility concerns—can lead
to persistent inflation that mandates a more
aggressive, multi-faceted policy response (Kumari
& Peer-Reviewed, 2023).

6. Conclusion

The study provides evidence that regional instability
significantly = exacerbates India’s inflationary
pressures through crude oil price volatility and
exchange rate depreciation (Kaur & Kulaar, 2024;
Umoru et al., 2025). However, the study is
constrained by its reliance on linear regression
frameworks, which may fail to fully capture the non-
linear transmission dynamics characteristic of
sudden, severe geopolitical disruptions (Gobbilla &
Kumar, 2025). Additionally, the study does not
account for potential shifts in global trade
architecture or the long-term impact of diversifying
energy procurement, which could fundamentally
alter these historical relationships (Das et al., 2024;
Keny et al., 2025). Future research should integrate
non-linear modeling techniques, such as Markov-
switching models, to better quantify how structural
breaks in global commodity markets influence
domestic  price  volatility  (Singh, 2024).
Furthermore, exploring the role of central bank
communication strategies could provide deeper
insights into how expectations management might
mitigate the exchange rate pass-through effects
during periods of heightened international volatility
(Shah, 2024). Finally, applying panel data
methodologies to contrast Indian inflation dynamics
with other emerging economies would clarify
whether the observed vulnerabilities are unique to
domestic structural factors or symptomatic of
broader global uncertainty environments (Anderl &
Caporale, 2023). Such comparative analyses could
further elucidate how differential degrees of central
bank independence and varying levels of energy
import reliance modulate the intensity of exogenous
inflationary shocks (Ding et al., 2023; Gao et al.,
2022). Moreover, future inquiries should adopt a
disaggregated price analysis to more precisely
isolate the inflationary components driven by
specific commodity substitutes and supply chain

recalibrations (Shevchuk & Kopych, 2024), (Zhang
et al., 2024). thereby providing policymakers with
more granular data to optimize targeted fiscal
buffers. Additionally, incorporating variables related
to institutional quality and technological innovation
could refine the understanding of how domestic
frameworks mitigate or amplify the transmission of
global energy shocks (Subhan et al., 2024). Finally,
shifting the analysis toward high-frequency data
could better capture the sector-specific nuances of
equity market integration, offering a more precise
evaluation of how commodity-price volatility
propagates across disparate industrial segments (Saji
et al., 2024).
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