IMF and World Bank warn of worsening global economic fallout from Iran conflict and energy disruptions
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The IMF and World Bank meetings in Washington have been dominated by the fallout from the war in Iran, with policymakers treating the conflict less as a distant geopolitical shock than as an immediate economic threat. According to a joint statement released on 13 April by the heads of the International Energy Agency, the IMF and the World Bank Group, disruption in oil, gas and fertiliser markets is already raising concerns about food security, inflation and job losses, especially in poorer countries that depend heavily on imported energy.
The sharpest anxiety centres on the Strait of Hormuz, through which a large share of global energy supplies move. The institutions said uncertainty over the normalisation of shipping routes is adding to market volatility, while higher fuel and fertiliser costs are feeding through to food prices and worsening conditions for energy-importing low-income economies. That is particularly painful for countries in sub-Saharan Africa and South Asia, where external financing pressures and heavy debt burdens have left governments with little room to absorb another terms-of-trade shock, according to reports from the meetings.
For the World Bank, the crisis has also sharpened its argument that energy access is not just a climate issue but a development one. At a spring meetings event focused on growth and jobs through energy, the bank said reliable and affordable power is essential for business activity, productivity and employment. It has been promoting projects to modernise grids and diversify energy systems, including its Mission 300 effort to connect 300 million Africans to electricity by 2030.
Yet the conflict has complicated the climate debate rather than settled it. Higher fossil-fuel prices can make renewable energy look more competitive, but they also make investment conditions more uncertain and raise the cost of capital across emerging markets. Semafor reported that some discussions in Washington turned to whether financial institutions should soften restrictions around fossil-fuel lending, reflecting pressure from the United States to rethink how climate risk is weighed in debt sustainability and fiscal policy.
For the IMF and World Bank, the immediate task is to keep countries afloat while the shock works its way through global markets. In their joint statement, the three institutions said they will monitor developments closely and coordinate responses to support a resilient recovery. For now, the mood in Washington is one of caution: energy security, inflation and debt distress are no longer separate files, but part of the same crisis.
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