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The Iran War and its associated spillover conflicts in the Middle East may portend a period of turbulence for 

South Korea’s economy and access to key materials, but it does not yet entail a full-scale disruption to the 

country’s overall macroeconomic stability. The 

underlying strength of the country’s advanced 

industries and continued investor optimism in its 

stock market and financial system will likely steady 

its growth trajectory for the long-term, albeit with mild to 

moderate reductions from the beginning of the year. The 

main short-term reverberations will remain centered on 

energy prices, the exchange rate, and overall supply chains. 

 

Energy, Exports, and Supply Lines 

 

First, the Iran War has highlighted Korea’s energy exposure and supply chain vulnerabilities. As of 2024, Korea 

imported up to 94 percent of its energy resources. Up to 72 percent of its crude oil comes from terminals in 

the Middle East—65 percent of which passes through the Strait of Hormuz (which has intermittently been 

blocked by both the United States and Iran)—while 19.7 percent of Korea’s Liquified Natural Gas (LNG) 

resources pass through the Strait. According to CSIS, on March 31, 26 Korean ships were waiting to transit the 

Strait of Hormuz as a result of the conflict—the majority of which were crude and oil tankers.  

한국의 첨단 산업이 지닌 기초적 경쟁력과 

주식시장 및 금융시스템에 대한 지속적인 투자자 

신뢰는 장기적으로 성장 경로를 안정시키는 

요인으로 작용할 가능성이 크다  
단기적인 파급 효과는 주로 에너지 

가격, 환율, 그리고 전반적인 공급망에 

집중될 것이다 

https://kesis.keei.re.kr/pdfOpen.es?bid=0047&list_no=1060&seq=2
https://www.chosun.com/english/market-money-en/2026/03/02/XNBGG72RPRD2FCTYDAHLH4C5TU/
https://www.csis.org/analysis/impact-iran-conflict-south-korea-numbers
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More than the renewed attention this raises as to how Korea sources its energy, rising oil prices have had 

spillover effects on the Korean economy. The use of petroleum-derived plastics in Korean products has led 

Korean packagers to raise unit prices, leading to public consternation about costs for items such as grocery 

bags and instant ramen.  

Likewise, in 2021, airfreight exports accounted for roughly 36 percent of Korea’s overall exports. Air freight 

costs rising 70 percent on particular routes may substantially impact Korea’s export numbers for the duration 

of the conflict. Higher jet fuel costs may also limit the availability and pricing of flights, putting a dent on both 

tourism numbers for the region and airline revenues, together. This is particularly significant given that Korea 

is also the world’s number one exporter of jet fuel and accounts for 70 percent of U.S. imports of it.  

Where mandatory export limits on petroleum products are now in place in Korea and Korean oil supplies are 

prioritized for domestic use, long-term supply contracts have been deferred. This could have a lasting impact 

on orders, even if the conflict is resolved soon. In tandem with this, higher gas prices in Korea as a result of 

the conflict will affect day-to-day transportation costs and consumer confidence, in accordance with their 

independent effects on inflation. As of April 20, prices for regular gasoline were up 18.3 percent from before 

the war. 

 

Bottlenecks of certain industrial, chemical, and agricultural inputs like naphtha, helium, ammonia, and bromine, 

which depend on Middle-Eastern sources, have similarly exposed supply chain gaps—to which the government 

has responded through securing U.S. substitutes and subsidizing key materials. The Korean government has 

also dispatched the Korean Navy’s Cheonghae Unit to assist with monitoring and support for Korean vessels 

transiting through alternative supply routes in the Red Sea.  

https://keia.org/the-peninsula/the-iran-war-is-stress-testing-south-koreas-energy-model/
https://www.washingtonpost.com/world/2026/04/07/asia-shortages-iran-war-naphtha-oil-hormuz/
https://www.koreaherald.com/article/2575369
https://infra.economictimes.indiatimes.com/news/aviation/air-freight-rates-surge-70-amid-middle-east-conflict-disrupting-trade-routes/129539436
https://koreajoongangdaily.joins.com/news/2026-04-07/business/economy/Exclusive-Koreas-jet-fuel-exports-to-US-grounded-as-Iran-war-rages-unabated/2563132
https://www.opinet.co.kr/user/dopospdrg/dopOsPdrgSelect.do
https://www.intellinews.com/south-korean-industry-faces-crisis-over-critical-material-shortages-437083/
https://www.chosun.com/english/market-money-en/2026/04/18/Y63GTJJIPNE5BDZ3GAYIPP7TWI/
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Another knock-on effect has been an extended pause in Korean used-car shipments to the Middle East. Ports 

surrounding Dubai in the Hormuz-blocked United Arab Emirates act as entrepots for their import into markets 

throughout the Middle East and Africa, providing significant revenue streams for Korean exporters, where 

Middle Eastern countries accounted for over half of Korea’s volume of used car exports in 2025. Even as 

negotiations to let ships pass through the Strait have provided intermittent success, the blocking of the Strait 

of Hormuz has impeded shipments to the region as cars sit idle in Korean ports. This could have a substantial 

impact on Korea’s used-car export numbers for the first and second quarters of the year. 

Likewise, shipbuilding and construction revenues also stand to be impacted. Delivery schedules for Korean-

built LNG carriers to clients in Qatar and Australia could be hampered by disruption to Middle Eastern gas 

facilities, which may delay construction contracts or reduce demand for LNG tankers. Construction orders with 

Korean companies from the Middle East were also down 88 percent in March from the month before, dropping 

the Middle East’s share of overall overseas contracts by 52.4 percent. The Korean government previously 

maintained a goal of USD 50 billion in overseas construction orders for 2026. 

Nonetheless, in some areas, Korea may benefit economically from the conflict. The conflict may boost the 

continued popularity of so called “K-Defense” products like missile interceptors, armored vehicles, and self-

propelled artillery system in foreign countries as they demonstrate their successful use in Middle East defense. 

Korea may, moreover, play a role in rebuilding Middle Eastern energy infrastructure after the Iran War—

potentially offsetting the losses caused by the initial loss of construction contracts. 

 

GDP  

 

As for hard economic indicators, the costs of the Iran War are showing up in tangible signs like transportation 

costs and the exchange rate, but annual figures do not yet prognosticate a full-blown crisis. Korea’s original 

2026 GDP growth goal was originally predicted to be 1.9 percent for the year by the IMF and 2.1 percent by 

the OECD. Although the International Monetary Fund (IMF) has maintained its own 1.9 percent GDP forecast 

for Korea, the OECD has reduced Korea’s 2026 growth forecast moderately, but not dramatically, by -0.4 

percent from its original December outlook, citing the potential for energy shortages to affect production 

activities and Korea’s high reliance on energy imports from the Middle East. Mitigating this, the Korean 

government has passed a USD 17.7 billion supplementary budget intending to increase growth by roughly 0.2 

percent. The country’s strong overall exports may also do well to keep GDP afloat in the short-term. 

 

Inflation  

 

With inflation, the effects are largely concentrated in specific cones. Outside of the transportation sector, 

headline inflation in Korea has been relatively limited since the start of the Iran War. The March Consumer 

Price Index (CPI) was at 2.2 percent year-over-year—a 0.2 percent increase from February’s rating—while core 

inflation (the rate of inflation excluding items like food and energy) was down 0.2 percent from its February 

rating at 2.3 percent. Only the transportation CPI showed a dramatic increase to 5 percent in March from 1.1 

https://biz.chosun.com/en/en-industry/2026/03/09/QBV6ZTPVSREXLKZQYWAVTBIPVQ/
https://www.kedglobal.com/shipping-shipbuilding/newsView/ked202604060005
https://www.koreatimes.co.kr/business/companies/20260414/middle-east-clients-halt-placing-construction-orders-with-korean-firms
https://www.iiss.org/globalassets/media-library---content--migration/files/research-papers/2025/12/south-korea-as-a-rising-defence-exporter_122025/iiss_south-korea-as-a-rising-defence-exporter_122025.pdf
https://www.nytimes.com/2026/04/02/business/korea-missile-defense-iran.html
https://www.chosun.com/english/market-money-en/2026/04/10/KQRGKDFBQRGD7H6RRVCS4DKKYI/
https://www.koreaherald.com/article/10717264
https://www.koreaherald.com/article/10717264
https://www.oecd.org/content/dam/oecd/en/publications/reports/2026/03/oecd-economic-outlook-interim-report-march-2026_254a8d56/d4623013-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2026/03/oecd-economic-outlook-interim-report-march-2026_254a8d56/d4623013-en.pdf
https://www.reuters.com/world/asia-pacific/south-korean-parliament-approves-177-bln-extra-government-budget-2026-04-10/
https://www.koreatimes.co.kr/economy/others/20260414/prolonged-middle-east-war-casts-shadow-over-koreas-2-growth-goal
https://www.koreatimes.co.kr/economy/others/20260414/prolonged-middle-east-war-casts-shadow-over-koreas-2-growth-goal
https://www.wsj.com/economy/trade/south-korea-exports-off-to-strong-start-in-2026-95978aa1
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percent in February. It will likely take more months of economic and inflation data for the more protracted 

costs of the Iran War to appear, but in the interim, the IMF has raised its 2026 inflation forecast for Korea to 

2.5 percent up from 1.8 percent, meaning price shocks are expected to reverberate through the end of the year.   

 

Korean Monthly Inflation Indicators 

Source: Trading Economics, Statistics Korea, Bank of Korea 

 

The Korean Won  

 

The War also runs parallel to a prolonged foreign exchange crisis with the Korean won. The won-dollar 

exchange rate had been trending upward in the lead-up to the Iran strikes, owing in part to Korea’s outsized 

gross equity outflows as well as a U.S.-Korea interest rate gap which has drawn Korean investors into the 

United States in search of higher yields. Following the strikes on Iran, the exchange rate’s daily high price 

surpassed 1,500 KRW to USD for the first time since March 2009—when the Global Financial Crisis was at 

its peak—and has since reached as high as 1,538.45 KRW to USD on March 31. 

Given the volatility in energy prices worldwide, the weakened exchange rate will likely persist for the foreseeable 

future. This has the potential to be ameliorated, however, once both the new Bank of Korea governor and new 

Federal Reserve Chairman in the United States are firmly in place, where new policies could serve to narrow 

the interest rate gap, depending on the direction either one takes. A high-performing Korean stock market 

could also help to bring some investor money back into Korea.  

 Jul Aug Sep Oct Nov Dec Jan Feb Mar 

Core Inflation 

Rate YoY 

2.3% 1.9% 2.4% 2.5% 2.3% 2.3% 2.3% 2.5% 2.3% 

CPI Rate YoY 2.1% 1.7% 2.1% 2.4% 2.4% 2.3% 2.0% 2.0% 2.2% 

CPI 

Transportation 

Rate YoY 

-0.2% 0.1% 1.2% 3.4% 3.2% 3.2% 1.1% 1.1% 5.0% 

 

https://www.koreatimes.co.kr/southkorea/20260415/imf-holds-s-korea-growth-at-19-raises-inflation-to-25
https://www.koreatimes.co.kr/economy/others/20260331/won-dollar-rate-exceeds-1530-for-1st-time-since-2009
https://www.cfr.org/articles/u-s-equities-and-koreas-balance-of-payments
https://www.asiae.co.kr/en/article/2025051500481308264
https://www.investing.com/currencies/usd-krw
https://www.chosun.com/english/market-money-en/2025/12/07/XHWA4EWZCVAGRCYOLPQJL3Z754/
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Equity Valuations 

 

Although the conflict initially exposed the Korean stock market’s vulnerability to events in the international 

news cycle with its largest-ever single-day fall as a result of the conflict, the KOSPI index’s quick subsequent 

rebound to the 6,000-point mark less than a month after the outset of the war highlights the Korean economy’s 

overall resilience. Prior to the February 28 attack on Iran, the KOSPI had been breezing past growth records, 

topping out above 6,300 points just a day before the attack. Major catalysts of this record-breaking growth 

include the role of Korean semiconductors, including DRAM, NAND, and high-bandwidth memory (HBM) 

chips in powering a global AI transition. Some of this excitement also came from the inroads the Korean 

government was making toward addressing the “Korea Discount,” by instituting market-wide regulatory 

reforms.  

 

 

 

 

 

https://www.aljazeera.com/economy/2026/3/4/south-koreas-stock-market-in-meltdown-amid-us-iran-war
https://www.investing.com/indices/kospi-historical-data
https://keia.org/the-peninsula/koreas-drive-for-developed-market-reclassification/
https://keia.org/the-peninsula/u-s-south-korea-relations-in-2026-key-issues-to-watch/
https://keia.org/the-peninsula/u-s-south-korea-relations-in-2026-key-issues-to-watch/
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Although the Iran War briefly disrupted that streak—pulling the KOSPI back into the 5,000-point range in its 

immediate aftermath—the KOSPI has already shown signs of recovering. JPMorgan analyst estimates just 

before the Iran strikes had pinned a maximum year-end value of 7,500 points for the index driven by a “memory 

semiconductor supercycle.” Initial  Goldman Sachs estimates just after the strikes maintained a record-breaking 

7,000-point denouement for the end of the year, which has since been updated to 8,000 points as recently as 

an April 18 report. Among other factors pushing the year-end high, Goldman Sach’s April report cited 

optimistic corporate earnings and a strong semiconductor sector. Its March report moreover cited Korea’s 

“history of bouncing back from equity correction episodes not followed by a U.S. recession.” JPMorgan has 

since raised its KOSPI high price outlook to 8,500. 

 

Continued Conflict and End of the Liberal International Order? 

 

Nonetheless, such optimistic valuations for the Korean stock market and relatively mild forecasts for the 

Korean economy are likely predicated on the Iran War reaching a ceasefire or relatively quick conclusion. 

Scenarios involving the expansion of the conflict’s scope to involve North Korea, Russia, or even China—

alongside additional slow-burn conflicts throughout the Middle East—could lead to protracted  

https://www.businesskorea.co.kr/news/articleView.html?idxno=262383
https://www.goldmansachs.com/insights/articles/why-koreas-stock-market-is-forecast-to-rise-to-record-highs
https://www.investing.com/news/stock-market-news/goldman-sachs-raises-kospi-price-target-on-earnings-growth-outlook-93CH-4621356
https://biz.chosun.com/en/en-finance/2026/04/20/BOZLLB5Y4FBJFJCPBF6WRMAAL4/
https://www.koreaherald.com/article/10722262
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supply-chain struggles and long-term industry price 

increases not foreseen in initial forecast scenarios. This 

would likely ensure a continued crisis with the Korean 

won and material shortages for the long-term. 

In such a case, however, Korea would only be one of 

a large group of countries facing stunted growth. Seoul would likely find itself amid a consortium of partners 

seeking ways to respond to one of the largest major challenges to global stability and freedom of navigation 

since World War II. With the U.S.-Korea alliance facing new stress tests as a result of U.S. military response to 

the conflict, this would further work to redefine Korea’s place in the global order, and the extent to which 

Seoul remains a regional and global diplomatic and military actor. It also remains to be seen whether this 

presently marks the end of the “Liberal International Order” as it has existed until now.  

 

The Path Ahead 

 

Although the conflict has definitively disrupted Korean supply chains, transportation costs, and access to energy, 

the lack of a severe downgrade to Korea’s growth forecasts according to metrics such as GDP and the stock 

market is a testament to its economy’s overall strength. 

Taking everything into account, the conflict may raise 

broader issues surrounding how Korea sources its energy 

and supply chain materials. Accordingly, Korea may 

mitigate future energy supply shocks through a continued 

pivot to renewable and alternative energy (such as nuclear) 

as well as eco-friendly vehicles under the auspices of its 

original net-zero 2050 initiative. Korea may also begin to look beyond partners in the Middle East while 

continuing to strengthen its reliance on U.S. energy, as the terms of the U.S.-Korea tariff deal encourage. 

For the latter, in addition to energy purchases and infrastructure development from and in the United States, 

this may comprise exploring alternative Western Hemisphere energy sources from Canada’s western coast or 

Venezuela, benefiting from planned infrastructure potentially delivering oil to the Pacific from Canada’s interior 

and a new political environment between Washington and Caracas working to ease restrictions on petroleum 

exports from the country. Alternative pipeline networks in the Middle East, such as the East-West Pipeline 

bringing oil to the Red Sea may also help to mitigate the war’s immediate economic impacts—but these efforts 

could be complicated if Iran begins to further involve proxies, such as the Houthis, off the coast of Yemen.  

 

 

 분쟁의 범위가 확대되어 북한, 러시아, 

나아가 중국까지 개입하는 경우, 초기 

전망에서는 예상하지 못했던 장기적인 공급망 

혼란과 산업 가격 상승이 발생할 수 있다     

GDP 와 주식시장 등 지표에서 한국의 

성장 전망이 크게 하향 조정되지 않았다는 

점은 한국 경제의 전반적인 견고함을 

보여준다 

https://keia.org/the-peninsula/trumps-middle-east-campaign-is-straining-the-u-s-south-korea-alliance/?utm_medium=email&_hsenc=p2ANqtz--yHOA8MuXOKXjPpkVZ_wCllfdcQKrpQj5sAjor8Pvea2nkRSw-ovp_HTQiptDAH4JLpDJ99H7GZILcoCo7ob1SacDQ0w&_hsmi=412137519&utm_content=412137519&utm_source=hs_email
https://www.iea.org/news/korea-can-accelerate-its-path-to-carbon-neutrality-by-expanding-investment-in-renewables-and-clean-energy-technologies
https://keia.org/the-peninsula/unpacking-the-u-s-south-korea-trade-deal/
https://financialpost.com/commodities/energy/oil-gas/alberta-three-northern-routes-oil-pipeline-asia
https://www.koreatimes.co.kr/business/companies/20260204/korean-oil-refiners-expect-benefits-from-us-control-of-venezuela
https://www.reuters.com/business/energy/saudi-aramco-seeks-reroute-crude-away-strait-hormuz-sources-say-2026-03-03/
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As for issues with inflation and the exchange rate, these will be areas for BOK governor Hyun-Song Shin to 

address in his new term. Among other things, Shin has stated his intention to use monetary policy to respond 

to price pressures in the economy alongside the promotion of the internationalization of the won. His first 

monetary policy board meeting on May 28 will likely serve as the first public examination of his strategies. Until 

the crisis is solved, however, a rethinking on 

energy and supply chain issues will be sure to 

remain. In whatever way Korea emerges from 

the crisis, it will come out with a redefined 

approach to how it manages its role in the new 

international system.  

 

 

 

 

 

 

 

 이번 위기가 해결될 때까지 에너지와 공급망 

문제에 대한 재검토는 지속될 것이다. 한국이 어떤 

방식으로 위기를 벗어나든, 새로운 국제질서 속에서 

자국의 역할을 관리하는 방식은 재정립될 것이다   

The ROK-US Policy Brief is a joint publication between the Seoul National University Institute for Peace and Unification
Studies (IPUS) and The George Washington University Institute for Korean Studies (GWIKS)

dedicated to exploring current Korea-related policy matters within regional and global contexts.

Disclaimer:

The views expressed in the ROK-US Policy Brief are those of the authors alone, and should not be taken to
represent the views of the editor, IPUS, GWIKS or any other organization.

https://www.chosun.com/english/market-money-en/2026/04/16/G2HUGFZVNBDRROHG4PVUQF2ZQA/
https://www.bok.or.kr/portal/singl/mainEvent/listCldr.do?menuNo=200035&date=2026-05&callClass=icoList1/on



