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Israel – Iran tensions

Russia/Ukraine war

US & China spillovers

Elections?

Geopolitical factorsMacro factors

Lower inflation

Reduction in rates

Growth stabilising



• Minimal infrastructure damage

• Fatalities and displaced population 

(Gaza and Israel)

• Volatility in global oil price

• Moderate impact on shipping routes

• Weaker economic sentiment in Israel

• Lower tourism (Egypt, Jordan)

• Lower Suez Canal revenues (Egypt)

• Temporary market impact, limited impact 

on inflation

• Higher defense spending in affected countries

• Deepening geopolitical fissures

• Considerable damage to infrastructure in ME

• Fatalities and populations displaced in wider region

• Initial spike in global oil prices that is sustained for a 

prolonged period

• Higher gas prices (esp. Europe and Asia)

• Sustained and severe supply chain disruption

• Significant negative impact on global growth

• Higher credit spreads, capital flight, falling asset prices

• Sustained significant market impact

• Rise in inflation that reverses monetary easing

• Region: moderate impact on debt issuers 

in Israel, Egypt and Lebanon

• Global: limited impact on some import-

dependent European corporates

• Middle East most exposed

• Global: negative (high-yield, energy intensive, 

confidence sensitive sectors, affected ports)

• Global: positive (defense sector)

Hostilities between Israel - Iran and Iranian proxies

Attacks on military and commercial assets in the region; 

Tit-for-tat exchanges; some disruption to Red Sea 

shipping; temporary airspace closure

Outright military conflict between Israel/allies – Iran; 

Protracted disruption of the Strait of Hormuz and Red 

Sea shipping; protracted airspace closure

• Higher Israeli defense spending



Day 0 = day before specified geopolitical event
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Reversal of 
deterioration in debt 
affordability will be 
key to avert US 
downgrade.

Political polarization, 
debt service and non-
discretionary budget 
spending will 
complicate this.

Bipartisan 
collaboration likely on 
policies that 
safeguard national 
security, boost 
supply-chain 
resilience and US 
competitiveness.

Risk of overarching 
restrictive policy on 
trade and investment 
(China).

Policy reversal risk on 
major IRA tax 
incentives low.

While risks to green 
investment 
momentum have 
increased.

Immigration will 
remain key challenge 
but could bolster 
labor supply.

Changes to prudential 
regulatory capital and 
liquidity standards and 
LT debt holdings 
possible.

Digital asset regulatory 
to focus on illicit 
finance and national 
security.

Regulatory intervention 
likely on AI.

Geopolitical realities will 
continue to influence 
key US policies on trade, 
finance, immigration and 
cybersecurity.

A US agenda that 
emphasizes more 
protectionist strategies 
will likely exacerbate 
geopolitical divisions 
and affect financial 
markets.

Credit conditions for issuers will hinge on how the forthcoming administration and new Congress maintain or redirect 5 key issues: fiscal 
policy, economic policy, climate and immigration policy, financial and technology regulations, and geopolitics. 
The balance of power within Congress will determine the extent to which the next administration can reform existing laws or pass new 
legislation to advance its agenda.

https://www.moodys.com/research/Political-Risks-US-Next-administrations-handling-of-key-policy-areas-Sector-In-Depth--PBC_1398987
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