Israel-Iran conflict forces supply chains to rethink resilience amid shifting energy markets
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The ongoing Israel-Iran conflict is creating significant challenges for global supply chains, prompting industry analysts to urge chief supply chain officers (CSCOs) to prioritise three key actions to safeguard their operations amid the instability. According to a recent guidance from a leading technology and advisory firm, supply chain leaders should focus on mitigating regional bottlenecks, preparing financial officers for cost variability, and reviewing resilience strategies to maintain continuity.
The conflict has intensified bottlenecks across critical shipping routes and logistics hubs in the region. Shipping lines are reportedly avoiding the Suez Canal, resulting in container traffic remaining well below pre-conflict levels. The Strait of Hormuz, a vital chokepoint for energy shipments, is experiencing heightened disruption risks leading to congestion and the need for alternative routes. Key ports such as Jebel Ali, Khalifa Port, Dammam, and Haifa are under increased pressure, with some already facing service interruptions. Organisations are advised to explore multimodal transportation options, including Eurasian rail freight, despite its higher costs, to manage delays and sustain supply flows.
These developments come as regional energy supplies also face disruption. Israel’s Leviathan natural gas field, a major energy source for the region, recently suspended operations due to conflict-related damage but has since resumed activity following a ceasefire. The temporary shutdown affected gas supplies to neighbouring countries including Egypt and Jordan, with significant knock-on effects in local industries such as fertiliser production. Efforts to enhance the handling capacity at surrounding terminals are underway to prevent future supply chain shocks in the energy sector.
Financial repercussions are pronounced, with ongoing conflict driving up costs across energy, transport, insurance, and inventory management. Supply chain leaders are being urged to engage proactively with chief financial officers (CFOs) to account for these volatile expenses and to build a compelling business case for investment in advanced supply chain technologies. Industry experts argue that this investment gap leaves many firms vulnerable to further disruptions, highlighting the necessity for improved visibility and risk management tools.
Meanwhile, geopolitical analysts observe a complicated backdrop to the conflict’s impact on global markets. While oil prices initially surged in response to missile attacks and military actions, they have since dropped sharply, reflecting a market increasingly driven by supply fundamentals rather than geopolitical risk alone. Brent crude experienced one of its largest daily declines in recent years after evidence suggested strikes were largely symbolic rather than targeting essential oil infrastructure. This price behaviour points to a diminishing influence of Middle Eastern tensions on global energy costs, amid growing oil production outside the region, notably in the United States and Brazil, and increased diversification in energy sources including renewables and natural gas.
China’s response to the conflict further illustrates the nuanced geopolitical landscape. Despite its historical ties with Iran, Chinese officials have adopted a cautious diplomatic stance, condemning violence but avoiding direct military involvement. This restraint is interpreted as Beijing’s effort to protect its economic interests and maintain stable energy supplies, signalling a strategic prioritisation of commercial stability over geopolitical confrontation.
Taken together, these factors underscore a shifting global paradigm in both supply chain management and energy markets. The Israel-Iran conflict is serving as a catalyst for companies to reassess and strengthen their resilience frameworks, balancing short-term cost pressures with longer-term strategic adjustments. However, the muted market reaction to the conflict’s escalation suggests that traditional risk models may need recalibration to reflect the evolving geopolitical and economic realities of the 2020s. As one supply chain analyst remarked, this period demands "a renewed focus on diversification, agility, and collaboration across ecosystems" to weather the complexities of an interconnected world still vulnerable to regional instability.
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