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War on IRAN: Another Global Disruption

On February 28, 2026, the United States and lIsrael initiated coordinated strikes on Iran (Operation Epic Fury),
triggering immediate Iranian retaliation and a region-wide escalation cycle that has now entered its fifth day. Per media,
the US-ISR strike hit over 1,000 targets in the first 24 hours, killed Iranian supreme leader Ayatollah Ali Khamenei,
alongside ~48 high-ranking officials, and also resulted in civilian deaths including ~150 girls at a school, among others.

On third day (Monday, 02 Mar 2026), the theater materially widened: Iran launched a wave of drone and missile strikes
targeting Israel and US military facilities in Kuwait, Bahrain, Jordan, Saudi Arabia, the UAE, and Qatar. This included
a drone strike on the US Embassy in Riyadh. Alongside, IRAN effectively closed off the Strait of Hormuz, which
accounts for ~20-25% of global oil shipments, leading to an immediate 80% drop in maritime traffic and a surge in
global shipping costs. Meanwhile, US President Donald Trump mentioned the war can last 4-5 weeks and could go
“far longer”, while Iran’s official message was that they “will not negotiate with the United States”, reducing probabilities
of pause/quick standoff, which has sent a strong signal across global markets. Air travel across the region has been
disrupted, and citizens in a number of countries are taking shelter owing to the war.

As of March 03, 2026, the war has expanded new fronts. Following Hezbollah’s retaliatory strike, Israel has launched
fresh attacks on Tehran (Iran) and Beirut (Lebanon), and has also authorized plans to put ground forces on Lebanon
to seize “strategic areas in Lebanon” to establish a security buffer along the northern border. Iranian state media have
alleged that an attack on a Saudi Aramco’s oil refinery may have been a “false-flag” operation by Israel intended to
implicate Iran. These developments create the risk of turning this into a full-scale regional war. In parallel, US President
has warned IRAN about “Big Wave” of US attacks to come if Iran doesn’t enter into negotiation. From Iranian side, it
continues striking US allies in the Gulf region — with latest media reports citing use of some hypersonic missiles.

As of today, March 04, 2026, US claims near complete “annihilation” of Iranian navy assets. UK has allowed US to
use Cyprus and Diego Garcia base for “Defensive purpose only”. France, Germany and UK have expressed support
for "proportionate defensive action" against Iran, while Spain has officially denied the US permission to use their bases.

Global Market reaction

Globally, markets have responded through three primary channels: energy pricing, logistics risk premia, and a flight to
safety in liquid assets.

= Energy: As of Mar 03, 2026, Brent crude has hit USD 81.40/barrel (investing.com), its highest level in nearly
two years. The jump follows the effective closure of the Strait of Hormuz and reports of damage to regional
infrastructure. Analysts warn that a prolonged blockade could push prices well beyond the USD 100 threshold
if the escalation continues into a second week.

= Logistics: War risk premia have skyrocketed, with insurance costs for vessels in the Gulf rising to 1% of ship
value—up from 0.2% prior to the strikes. This has added hundreds of thousands of dollars to individual voyage
costs. Major insurers (including Gard and Skuld) have begun canceling war risk coverage for the Persian Gulf,
forcing approximately 150 tankers to drop anchor and effectively halting 20% of global oil and LNG transit.

= Across Assets: Investors have pivoted sharply toward safe havens. Gold reached record highs, trading near
USD 5,400/0z, while Silver spiked to USD 94/oz (Investing.com) before seeing slight volatility. Concurrently,
the USD Index (DXY) has strengthened past 98 points, hitting a five-week high as the "risk-off" sentiment
dominates global equities.

= Equity Markets: From the initiation of strikes on Feb 28 to today, global indices have traced a "fear-first"
trajectory. In the US, the S&P 500 and Nasdaq dropped as much as 2.4% on Tuesday, hitting three-month
lows and erasing all year-to-date gains before finding a tenuous floor through defense and tech
outperformance. The impact has been more severe in energy-dependent regions: Japan's Nikkei 225
plummeted over 3%, while South Korea’s KOSPI suffered a dramatic 7.2% decline. European bourses also
retracted sharply, with Germany's DAX and France's CAC 40 falling between 1.7% and 2.2% due to
heightened energy-inflation fears.

[ Macro Research ] Analyst certifications and relevant disclosures can be found at the final page of the report

NON-DISTRIBUTABLE |


mailto:salim@bracepl.com

’ B RAC E PL US-ISRAEL-IRAN WAR: Implications for Bangladesh

STOCK BROKERAGE LTD

How Could This War Unfold Ahead

The most likely near-term path is a managed regional escalation lasting 4-6 weeks. In this scenario, kinetic strikes
continue intermittently, Hormuz remains operational but impaired, and LNG tightness persists. The Gulf risk premium
remains embedded in global markets, directly transmitting into energy bills, freight costs, and inflation expectations.
While a systemic global collapse is avoided, the "new normal" for Brent crude would likely settle between $90—
$105/barrel.

Alternatively, a low-probability scenario remains for a rapid de-escalation happens within 1-2 weeks. In such cases,
markets would normalize quickly. This would require a successful third-party mediation (likely via Oman or Qatar) and
an immediate "freeze-in-place" ceasefire. Under these conditions, markets would mean-revert quickly; however, given
the current "no-negotiation" stance from Tehran and the US administration’s "Big Wave" warnings, the diplomatic
window appears nearly closed.

The most severe, though currently outlier, scenario is an uncontained regional contagion. This would involve a
sustained, multi-theater war, bringing in additional state actors and non-state proxies across the region. The biggest
adverse outcome in this scenario is a permanent impairment of global shipping and insurance capacity, on top of
disrupted LNG & QOil flows. This would convert the crisis from a mere "price shock" into a systemic USD liquidity crunch
for energy importers and trade-finance intermediaries, potentially triggering a global credit contraction as settlement
cycles fail.

Implications for Bangladesh

Qil and energy management

Bangladesh’s immediate exposure is the higher delivered cost of crude and refined products, amplified by freight and
insurance premia. On the crude side, the Bangladesh Petroleum Corporation (BPC) has secured government approval
to import 1.5 million metric tons for 2026 - 800,000 tonnes of Arabian Light from Saudi Aramco and 700,000 tonnes of
Murban crude from ADNOC (UAE). On the gas side, LNG supply security is a higher-beta variable; 82% of
Bangladesh’s scheduled LNG cargoes for the March—May 2026 window must transit the Strait of Hormuz.

Petrobangla’s 2026 strategy involves raising long-term LNG intake to 86 cargoes (up from 56 in 2025) to reduce spot
market volatility. Additional planned purchases for 2026 include QatarEnergy (up to 1.8 MTPA), OQ Trading (up to 1.5
MTPA), and Excelerate Energy (up to 0.85 MTPA). Gulf disruption is now a direct operational risk; domestic
contingency measures are already being discussed publicly, including prioritizing gas for fertilizer and power while
increasing coal-based generation to mitigate the "Hormuz risk."

FX and reserves

FX reserves under the IMF BPM6 method crossed $30.27 bn in late February 2026, providing a stronger buffer than
the previous year. However, the transmission of the war is expected to show up first in the marginal USD price of trade
credit—specifically LC margins and forward premia—rather than immediate headline depletion. A sustained rise in
energy bills raises USD demand structurally; for every $10 rise in oil prices, Bangladesh’s monthly import bill may
expand by approximately $70-$80 million.

With new governor at Bangladesh Bank, and expected shift toward a more accommodative monetary stance to support
growth, policy plays will likely focus on maintaining USD liquidity for commercial banks and potentially re-introducing
2022-style import curbs on luxury goods to contain imported inflation, reflecting the 2022 RUS-UKR experience for
Bangladesh.

Inflation

Bangladesh’s CPI inflation was 8.58% YoY in Jan 2026. Imported energy inflation has limited room to be absorbed
without second-round effects. Under the current automatic pricing architecture, energy price changes transmit faster
into transport, irrigation and food distribution costs, raising the probability of sticky headline inflation if the war premium
persists into April-May period, potentially forcing a reversal of the planned monetary easing if the "war premium" is
not neutralized by June.
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Remittance

Structurally, the GCC accounts for ~51% of Bangladesh remittances, with the UAE and Saudi Arabia jointly
representing roughly one-third of total inflows. In the first half of FY2025-26, remittances surged 18% YoY to $16.27bn,
peaking at over $3.2bn in December 2025. While the war introduces short-term operational risks like airspace closures
and settlement frictions, historically high oil prices bolster GCC fiscal spending and labor demand. This acts as a
stabilizing medium-term force on remittance continuity. Our take, remittance can cushion USD liquidity to some extent,
but cannot fully neutralize a sustained energy import shock.

Exports (cost and competitiveness)

As of March 04, global insurance firms have already declared the Gulf a "Listed Area," raising premiums by 300-400%.
For Bangladesh, higher freight and insurance premia will raise the landed cost of exports; airspace disruptions will
reduce “belly-cargo” capacity and force rerouting. Expected longer lead times will require higher inventory buffers and
may increase the risk of delivery-linked discounting. The competitiveness challenge therefore is whether Bangladesh
exporters can preserve on-time delivery (OTD) economics. Exporters with stronger balance sheets, better forwarder
diversification, and resilient buyer relationships should be structurally better positioned.

Capital Market Implications

The initial shock of the conflict triggered a sharp "risk-off" correction on the Dhaka Stock Exchange (DSE), with the
DSEX dropping from 5,600.27 on February 26, 2026 to 5,325.07 on March 3, 2026 ( -275 points). While turnover has
remained relatively resilient at BDT 7.7-8.8 billion, indicating active liquidity rather than a frozen market, and also
suggesting that while foreign and institutional investors are cautious, local retail participation is supporting liquidity
levels despite the regional uncertainty.

From our viewpoint, Manufacturing, Cement, and Power are likely to face the most immediate pressure due to their
heavy reliance on imported raw materials and energy. These sectors face a double-edged sword: rising furnace oil
and LNG costs will squeeze margins, while potential industrial load-shedding and higher transport costs (due to the
"Gulf risk premium") could disrupt production cycles. Conversely, Banking and Telecom may experience relative
resilience; Banks may see increased interest income and commission from high-value trade finance, while Telecoms
typically serve as defensive plays during periods of restricted mobility (telcos have dependency on oil for tower
maintenance). Additionally, export-oriented RMG firms with strong balance sheets may partially benefit if they can
leverage their "safe-haven" status for global buyers, though this depends on their ability to absorb the current spike in
freight and insurance costs without losing competitiveness to regional peers.
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