\\ \
& ujivari UPSC & STATE PGS CURRENT AFFAIRS

UPSC & STATE PCS CURRENT AFFAIRS - UJIYARI.COM

EDITORIAL ANALYSIS

A War Redraws India's Choices —
Economic and Strategic Impact of the
Iran Conflict

& BUSINESS STANDARD

21 March 2026

n ECONOMY | SECURITY & DEFENCE

Bharat Choudhary

UPSC Educator & Content Creator e
linkedin.com/in/epicbharat

Free UPSC & State PCS Resources

A War Redraws India's Choices — Economic and Strategic Impact of the Iran Conflict 117


https://www.linkedin.com/in/epicbharat/
https://ujiyari.com/
https://ujiyari.com/

\\ \
& ujivari UPSC & STATE PGS CURRENT AFFAIRS

A War Redraws India's Choices — Economic
and Strategic Impact of the Iran Conflict

& Business Standard 21 March 2026

BS Business Standard MAINS RELEVANCE: | GS Paper 2 GS Paper 3

; INTERVIEW ANGLE

é

"How should India balance its energy security needs with its diplomatic stance on the Iran

conflict without compromising strategic autonomy?"

& WHY IN NEWS

Business Standard’s opinion section analyses how the US-Israeli war on Iran is redrawing India’s economic
and strategic choices — with Brent crude crossing USD 107/barrel, the Strait of Hormuz under threat, IPO

markets freezing, and India co-sponsoring a UNSC resolution against Iran.

THE ECONOMIC SHOCK

The Iran conflict has triggered a multi-channel economic shock for India:

1. Oil Price Surge

Indicator Pre-conflict March 2026

Brent crude ~USD 75/barrel USD 107+ /barrel

India’s crude import ~USD 120 billion/year Projected to rise by USD 30-40 billion

bill

Current Account ~1.2% of GDP Could widen to 2.5-3% if sustained

Deficit

Fiscal impact Fuel subsidies Every USD 10 rise = ~Rs 18,000 crore additional subsidy
contained burden

WHY INDIA IS PARTICULARLY VULNERABLE
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India imports 85-88% of its crude oil

Strategic Petroleum Reserve (SPR) covers only ~9.5 days of consumption (5.33 million metric

tonnes at Vishakhapatnam, Mangaluru, Padur)

The Strait of Hormuz handles ~20% of globally traded oil — any disruption directly affects India

2. Capital Market Disruption

IPO activity has slowed significantly — multiple planned listings put on hold
FPI (Foreign Portfolio Investment) outflows accelerated
Rupee under pressure against the dollar

Equity market volatility has increased sharply

3. Remittance and Diaspora Risk

~g9 million Indians in Gulf states
Annual remittances from Gulf: ~USD 40 billion
Any regional escalation threatens both employment and remittance flows

India’s experience with Operation Rahat (2015, Yemen) — evacuated 4,640 Indians + 960

foreigners — underscores the logistical challenge

INDIA'S DIPLOMATIC BALANCING ACT

What India Has Done

Co-sponsored UNSC resolution against Iran — joined 130+ nations in condemning Iranian attacks

on GCC states and demanding Iran stop threats to close the Strait of Hormuz

Negotiated Hormuz passage — on March 13, 2026, India and Iran agreed on safe passage for

Indian-flagged vessels; the tanker Shivalik carried 40,000 MT of LPG through the strait

IMO statement — India told the International Maritime Organisation that targeting shipping and

endangering civilian crews is “unacceptable”

Called for de-escalation — official position remains dialogue-based conflict resolution

The Strategic Tension

The editorial argues India faces a trilemma:
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Priority Requirement Conflict
US alliance Support US-led coalition; deepen Quad, Alienates Iran; undermines strategic autonomy
defence, tech ties narrative

Energy security Maintain Gulf oil supply; protect Hormuz Requires engagement with both sides — difficult

shipping lanes during active conflict
Strategic Independent foreign policy; maintain all Practically difficult when forced to choose sides
autonomy relationships at UNSC

PENTAGON'S USD 200 BILLION WAR BUDGET

The editorial notes that the Pentagon has sought USD 200 billion in supplemental funding for Iran
operations — signalling a prolonged conflict. For India, this means:

Sustained high oil prices for months, not weeks

Need for structural fiscal adjustments (not just temporary subsidies)

Opportunity to accelerate domestic energy transition (solar, nuclear, green hydrogen)

POLICY RECOMMENDATIONS FLAGGED

Expand SPR — India’s 9.5-day reserve is inadequate; target 9o days (IEA standard)
Diversify oil sources — increase imports from non-Gulf sources (Russia, Africa, Americas)

Accelerate renewables — the conflict strengthens the case for India’s 500 GW renewable energy

target by 2030
Protect remittance corridors — contingency plans for Indian diaspora in Gulf states

Hedge currency risk — RBI should build forex reserves and use forward contracts to stabilise rupee
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UPSC RELEVANCE

Strait of Hormuz (~20% of global traded oil), India’s crude import dependence (85-88%), SPR
locations (Vishakhapatnam, Mangaluru, Padur), SPR capacity (5.33 MMT), Operation Rahat (2015,

Yemen).

MAINS GS2:

India’s diplomatic response to the Iran conflict; UNSC voting and strategic autonomy; diaspora

protection.

MAINS GS3:

Impact of oil price shocks on Indian economy; CAD, fiscal deficit, inflation; energy security and

diversification; renewable energy transition.
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FACTS CORNER — KNOWLEDGEPEDIA

I OIL PRICE IMPACT ON INDIA:

Brent crude: crossed USD 107/barrel (March 2026)

India imports 85-88% of crude oil

Every USD 10/barrel rise = ~Rs 18,000 crore additional subsidy burden
SPR capacity: 5.33 MMT (~9.5 days consumption)

SPR locations: Vishakhapatnam, Mangaluru, Padur

I STRAIT OF HORMUZ:
Width: ~33 km (navigable lane: 3 km each way)
Daily crude oil flow: ~20 million barrels (~20% of global traded oil)
India-Iran Hormuz agreement: March 13, 2026 (safe passage for Indian vessels)

Tanker Shivalik: carried 40,000 MT LPG through Hormuz

I INDIA’S DIPLOMATIC ACTIONS:
Co-sponsored UNSC resolution against Iran (130+ nations)
IMO statement: targeting shipping is “unacceptable”

Official position: de-escalation and dialogue

| EcONOMIC DATA:
~9 million Indians in Gulf states; ~USD 40 billion annual remittances
Pentagon sought USD 200 billion supplemental funding for Iran operations

India’s 500 GW renewable energy target by 2030

| OTHER RELEVANT FACTS:
Operation Rahat (2015, Yemen): evacuated 4,640 Indians + 960 foreigners
IEA standard for strategic reserves: 9o days of consumption

IMEC (India-Middle East-Europe Corridor): announced at G20 New Delhi Summit (September 2023)

Sources: Business Standard , InsightsOnIndia
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