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Effects of Iran-Israel/US
war on Uganda economy

and Israel has rapidly evolved froma

regional military confrontationintoa
full-scale global economic disruption. At the
heart of this crisis lies the Strait of Hormuz,a
narrow maritime corridor (about 27km) that
carries nearly a fifth of the world's oil and gas
supply.

Its effective closure has triggered a chain
reaction across global supply chains, finan-
cial markets,and energy systems, with conse-
quences now being felt far beyond the Middle
East.including in Uganda.

What makes this crisis particularly severe
isnot just the conflict itself,but the strategic
targeting of energy infrastructure. Attacks on
oil wells,gas fields,and liquefied natural gas
(LNG)facilities have significantly reduced
global supply. The destruction of critical as-
sets such as Iran’s South Pars gas field and dis-
ruptions to major LNG hubs have tightened
energy markets almost overnight.

As aresult, oil prices have surged past
$100(Shs368,000) per barrel (from $50
(Shs184,000) to $70 (Shs258,000)),with some
projections suggesting even higherlevels
if the conflict persists.This sharpriseis not

The unfolding conflict between Iran

merely acommodity storyitisastructural .

shock As therenowned economist John May-
nard Keynes once observed: “The difficulty
lies not somuchin developing newideas as
in escaping from old ones.”The global econo-
mylong dependent on stable Middle Eastern
energy flows,is now confronting the fragility
of that dependence. -

The closure of the strait has also crippled
global supply chains.Beyond ol,critical com-
modities such as fertilisers,pharmacéuticals,
and even helium used in advanced manu-
facturing have been severely disrupted. Ship-

ping traffichas declined drastically with tank- *

er movements dropping sharply dueto se-
curity risks and direct attacks on vessels.The
insurance premiums have also skyrocketed
(above'$1m (Shs3.6b) per vessel) due tothe
risk This has led to delays, rising transport
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The closure of the
strait has crippled glo-
bal supply chains.
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costs,and ultimately higher prices for goods
worldwide.

~ Financial markets havenot been spared.
Stock exchanges across major economies
have recorded declines,reflecting investor

uncertainty and rising inflation expectations.

Atthe same time,the US dollar has strength-
ened asinvestors seek safe-haven assets,
further tightening financial conditions in
emerging markets. For countries like Uganda,
this appreciation translates into higherim-
port costs,especially for fuel,and increased
pressure on local currencies.

The energy crisis has also triggered a glob-
alscarcity-of gas and petroleum products. Lig-
uefied natural gas prices have surged dra-
maticallywhile supply shortages have forced

- countries to scramble for alternatives.In this

shifting landscape,geopolitical winners are
beginning to emerge.Russia, previously con-
strained by export restrictions,now finds re-
newed demand forits oil and gas as global
markets seek alternative supphers duetothe
created crisis.
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Equally significant is the evolving role of
China and Iran.Reports indicate that selec-
tive access through the strait is being grant
ed tocertain allied or aligned nations, wit }ﬂ,’
China continuing to receive Iranian il ship-
ments despite the broader distuption. This
emerging corridor of preferential trade «ic
nals afragmentation of global energy flo-
where access is increasingly shaped by zeopo-

‘litical alignment rather than open markets,

For Uganda, theimplications are immecli-
ate and tangible.Rising global oil prices have
translated into higher fuel pump prices, in-

- creasing the cost of transport, production, and

basic goods.Inflationary pressures are build-
ing,particularly in food prices,as fertiliser and
logistics costs rise globally The country’s im-
port-dependent economy makes it especialty
vulnerable to such external shocks.

Yet,beyond the immediate economic strain,
this crisis offers a sobering lesson. It highlights
the urgency of diversifying energy sources,
strengthening regional supply chains,and in-
vesting inresilience.As Winston Churchill
onceremarked, Neverlet a good crisis go to
waste.”For policymakers and businesses alike,
this isamoment to rethink long-term strat-
egies.

In conclusion, the Iran-Israel war has ex-
posed the deep interconnections of the global
economy.A disruption in one narrow water-
way has cascaded into a worldwide crisis af-
fecting energy,trade, finance,and livelihoods.
The challenge now is not merely to endure
the shock,but to adapt,innovate,and build re-
silience.
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