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  Some Serious Strait Talking 

This article ‘Some Serious Strait Talking’ appeared as a column by Neelkanth 

Mishra in the Economic Times on 23 March 2026. The US-Israel war against Iran 

is rolling into unrestricted warfare — until oil and gas inventories last. 

The war in West Asia is now like a chess endgame in which one side is trying to survive by 

running down the clock, and the other is racing against time to checkmate. 

In their 1999 book ‘Unrestricted Warfare’, two Chinese colonels Qiao Liang and Wang 

Xiangsu wrote that war is no longer confined to the battlefield or soldiers. That a weaker 

nation can retaliate against a stronger one by attacking the latter’s ‘soft’ underbelly like 

financial markets. Iran has deployed this tactic by disrupting global energy supplies through 

the Strait of Hormuz. 

Of the 7% of global energy supply that flows through the strait, some can be offset by:  

 Alternative routes, like Saudi Arabia quadrupling throughput of its eastwest pipeline. 

 Other providers, like oil from Russia, Iran or Kazakhstan. 

 Other energy sources, like India shifting from gas to coal for electricity.  

But nearly 4% of energy supply may remain disrupted. Which means 4% of global GDP. 

Economic damage may be exacerbated by supply-chain disruptions (tile shortages hurting 

house construction, scarcity of fertiliser, helium, sulphur, carbon black, etc), and reflexivity 

(financial market turbulence). Despite efficiency gains, this can hurt global GDP by more 

than 3%. 

This would occur through higher prices. When supply is abruptly curtailed, like now, prices 

rise to a level where some buyers cannot afford it, and economic activity is disrupted. The 

jump in prices since the Hormuz Strait closed suggests that this process is already on. This 

is likely to intensify.  

In the near term, inventories help. IEA estimates these at 8.2 bn barrels in early March, or 

78 days of total supply. While in theory, as net disruption may only be around 10% of 

supplies, inventories can last for many more days, not all will be drawn down, as there is no 

clarity on how long supplies remain disrupted. Over time, holders may slow inventory 

release, as they begin to prioritise energy security over gains from higher prices.  

The duration of closure of the strait will also affect how quickly supplies normalise once it 

is reopened. If the closure ends in a few weeks, the global economy could recover in a 

quarter. But if it lasts a few months, stabilisation may take several quarters. Gas or oil wells 

once capped take time to restart. There is limited capacity to move energy, and hoarding is 

likely once supplies restart.  

Given the complexity of calculating this impact, decision-makers track financial markets, 

which move in advance and, like neural networks, display collective intelligence even if no 

individual has perfect foresight. 

Market volatility may, thus, be an essential condition for the end of war. 

Markets have not panicked yet. Prices of oil contracts a few months out suggest markets 

still expect an early end to the conflict. That should change by mid-April as inventories 

deplete, and supply chain stress compounds. The resulting market turbulence and 

sustained high fuel prices in the US would be politically costly for the US regime. Even for 

China, which accounts for 45% of receipts for Tehran, and is at the table, a global slowdown 

will be costly. 

This explains strategies of the two warring sides. The June 2025 strikes on Iran by the US 

likely forewarned Tehran that in the absence of air defences, they needed to prepare to 

survive long enough for global markets to get stressed and force the US to some agreement. 

That may have meant multiple levels of succession-planning and decentralisation of 

operations. 
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The US, aware that it cannot declare ‘mission accomplished’ till ships are flowing freely through 

the Hormuz Strait again, has tried, unsuccessfully, to get allies to help in opening it up, and is 

buying more time by removing sanctions on Russian and Iranian oil and getting IEA members to 

release strategic reserves.  

 

Perhaps accepting that regime change in Iran is unlikely, the US and Israel are racing to maximise 

damage to the current Iranian administration, and to get some bargaining chips before financial 

market turbulence forces them to negotiate in return for a reopening of the strait.  

 

The US and Israel tried to take Kharg Island — through which most of Iran’s exports are routed 

— have now threatened to take out power plants, and could try to block Iranian shipments 

through the Gulf of Oman. They run the risk of escalating the conflict, potentially forcing Iran to 

use Houthis to close the Red Sea route, or attack other oil assets in the region. 

 

As important as this battle’s outcome is the shape of the ‘grand war’ between the US and China. 

The US is trying to reduce Chinese influence on global choke points like the Panama Canal (and 

Venezuela), the Hormuz Strait (China has a dual-use facility in Jask), and the Red Sea.  

 

Another important dimension to their conflict is energy. While China is betting on renewable 

power, US wants large volumes and low prices of oil and gas, which are 72% of its energy mix.  

 

So, even as high energy prices hurt India’s growth, inflation and rupee in the near term — and are 

a warning for the future — they may not last long. Risks to that view can come from possible 

longer-term damage to energy facilities in West Asia, and Iran’s government lacking sufficient 

control on its regions to implement a peace deal. 
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RATINGS & DEFINITIONS 
 

FUNDAMENTAL RESEARCH   ALTERNATIVE RESEARCH  

BUY 
We expect this stock to deliver more than 15% returns 
over the next 12 months. 

 
TACTICAL 
LONG 

We expect this stock to deliver >10% returns over the next 45 
days. 

ADD 
We expect this stock to deliver 5-15% returns over 
the next 12 months.  

 
TACTICAL 
SHORT 

We expect this stock to deliver <-10% returns over the next 
45 days. 

REDUCE 
We expect this stock to deliver 5% to -10% returns 
over the next 12 months. 

 
RELATIVE 
LONG 

We expect this stock to outperform the benchmark/stock 
(specified in this report) by 10% or more over the next 45 days. 

SELL 
We expect this stock to deliver <-10% returns over 
the next 12 months. 

 
RELATIVE 
SHORT 

We expect this stock to underperform the benchmark/stock 
(specified in this report) by 10% or more over the next 45 days. 

 

DISCLAIMERS 
 
This Research Report (“Report”) is published by Axis Capital Limited (“ACL”), which is a wholly owned subsidiary of Axis Bank Limited and is registered with 
the Securities & Exchange Board of India (“SEBI”) as a Research Analyst (Regn. No. INH000002434) and with the Research Analyst Administration and 
Supervisory Body (RAASB) (Enlistment Number – 5156).  
 
This Report is not for public distribution and has been furnished strictly on a confidential basis for the exclusive use of the recipient and may not be reprinted, 
reproduced, sold or redistributed without the written consent of ACL. The distribution of this Report in other jurisdictions may be strictly restricted and/or 
prohibited by law and the recipients or persons in possession of this Report should be aware of and take note of such restrictions.  
 
This Report should not be construed as an offer or the solicitation of an offer to buy or sell any security nor should be construed as an advertisement or 
advice, professional or otherwise. This Report does not claim to contain all the information that an investor / potential investor may require for the purpose 
of making an investment decision. The Report does not provide individually tailored investment advice or take into account a particular investment 
objective and has been prepared without regard to the circumstances and objectives of those who receive it. If the recipient(s) are dissatisfied with the 
contents of this Report or with the terms of this Disclaimer, the recipients’ sole and exclusive remedy is to stop using/ referring to this Report. 
 
Any comments or views expressed herein are those of the author(s) and may not reflect the information known to, or, the views held by professionals in 
other business areas or within the Axis Group (i.e. the group companies of Axis Bank Limited). The opinions or estimates expressed are based on public 
information and are the current opinions as of the publication date appearing on this material and the information, including the opinions and estimates 
contained herein, are subject to change without notice. ACL disclaims all obligation and is under no duty to update or revise this Report.  
 
ACL is an integrated Investment Banking and Institutional Equities house and is also an Investment Manager to an Alternative Investment Fund (AIF). The 
recipient should assume that ACL is seeking or will seek investment banking or other businesses from the company(ies) that are the subject matter of this 
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opinions that may seem contrary to the opinions expressed herein.  
 
ACL declares that neither were its activities suspended, nor did it default with any of the Stock Exchanges, since inception. We wish to state that SEBI, 
Exchanges, Clearing Corporations etc., have conducted routine inspections over the years and based on their observations may have issued 
advise/warnings/show cause notices/deficiency letters/levied penalty for certain deviations observed in inspections or in the normal course of business as 
a Merchant Banker, Stockbroker, Investment Manager to the AIF or Research Analyst. ACL has not been debarred from doing business by any Stock 
Exchanges/SEBI/any other authorities, nor has our certificate of registration as a Research Analyst been cancelled by SEBI at any point in time. 
 
Emerging securities markets may be subject to risks significantly higher than most established markets. In particular, the political and economic 
environment, company practices, market prices and volumes may be subject to significant variations. Foreign-currency-denominated securities are subject 
to fluctuations in exchange rates that could have an adverse effect on the value or price or income derived from the investment. In addition, securities such 
as ADRs, the value of which are influenced by foreign currencies, effectively assume currency risk. Certain transactions, including those involving futures, 
options and other derivatives, are sophisticated investment instruments and give rise to substantial risks. Please ensure that you have read and understood 
the derivatives risk disclosure document before entering into any derivative transactions as they are not suitable for all investors. The recipients are 
requested to take into consideration all the risk factors, their financial condition and risk return profile. ACL recommends that recipients independently 
evaluate investments and strategies and seek the advice of a financial adviser, including tax advice, before investing. 
 
This Report may contain information obtained from third parties, including, but not limited to, ratings from credit ratings agencies. ACL makes every effort 
to use reliable, comprehensive information, but we make no representation that it is original, accurate, fair, accurate, correct, complete or fit for a particular 
purpose. Neither ACL, nor any of its affiliates, shareholders, directors, employees, agents or advisors or any person connected with this Report, accepts any 
liability whatsoever for any direct, indirect, incidental or consequential loss or damage, costs, expenses, legal fees or losses (including lost income or profits 
and/or opportunity costs or goodwill), for any error or omission or inaccuracy in any such information or any action resulting from or arising from the use of 
this Report or reliance of any information contained herein or in connection with any use or misuse of any of the information obtained from third parties 
contained in this Report. The price and value of the investments referred to in this Report may go up or down and we wish to highlight that past performance 
is not necessarily a guide for future performance. The estimates for future performance are based on assumptions that may not be realized. Prospective 
investors and others (including recipients) are cautioned that any forward-looking statements are not predictions and may be subject to change without 
notice. Our investment businesses across the Axis Group may make investment decisions that are inconsistent with the recommendations expressed herein. 
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ACL has a separate team that puts together Technical Analysis / Alternative Research and may also issue research and/or recommendations based on 
technical/ quantitative analysis of company(ies). The views contained in such reports may be contrary / materially different from the views of the Sector 
Analyst. This could be a result of different time horizons, methodologies, market events or other factors. 
 
Distribution in the United States and Singapore 
 
Research Analyst's Certification and Disclosures 
 
Every Research Analyst identified on page 1 of this Report certifies that: 
1. he/ she is principally responsible for the preparation of this Report and does not have any material conflict of interest at the time of publication of this 

Report; 
2. all of the views expressed in this Report accurately reflect his/her personal views;   
3. no part of his/her compensation was/ is/or will be, directly or indirectly, related to the specific recommendations or views expressed in this report. 
4. he/ she has not served as an officer, director or employee of the subject company in the last 12-month period ending on the last day of the month 

immediately preceding the date of publication of the Report. 
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