Macro & FICC Research

Conflict Update

SEB

21 October 2026

Iran War Chartpack Week 34: (F)Lame Duck

Key points

o War & Politics
Conflict Dynamics and What to Watch

Goals and strategies in the 2026 Iran War

What Do Prediction Markets Say?
Conflict Scenarios
Chartpack
Market overview
Commodities
Supply Chains
Equities
FX
Credit risk
o Appendix

Macro & FICC Research



Conflict Update

21 October 2026

= Chief Emerging Markets Strategist
SEBStrategy & Economic Research

erik meyersson@seb.se

Dynamics & What to Watch: F(L)ame Duck?

® w2

+ Concerns over post-midterm renewed fighting

State of Conflict in Week 34

+ A poor result for the Republicans may not
necessarily limit Trump’s incentives for renewed
conflict, opening for a remaining “flame” duck
president until the 2028 elections.

Reports of attempted Israeli renewal of attacks
post-midterms, and risks of Iranian
retaliation/preemption points to a volatile last
quarter of the year.

The outlook for another round of fighting looks
precarious amid reports of extremely heavy
munitions being discussed, and given the risk of
mutually assured energy destruction.

Iranian tanker attacks have become more numerous,
severe, and may intensify ahead of US midterms.

Houthi attacks on Saudiinfrastructure show ongoing
vulnerabilities beyond tanker transit

Elevated crude oil prices and ongoing disruptionsin
downstream products point to growing concerns over
shipping security, conflict escalation risks, stockpiles,
global demand.

ium may unwind /é w

Absent a diplomatic breakthrough, the prevailing
geopolitical equilibrium in the Middle East is inherently
unstable.

An unstable equi

The Iranian regime has demonstrated that it is willing to
withstand the blockade for several months...

... before pressure on the regime builds to the point
where it could potentially be more amenable to
concessions.

‘Some analysts believe the US Navy may have less
than than “six months” to uphold an effective
blockade of Iran in the SoH.

Centripetal forces imply risks of gravitation towards war

» The lranian regime may choose resumption of war over
waiting for the blockade (SoH closure) to force it into
more concessionary negotiations

Absent durable diplomatic progress - the road to
intensified conflict remains open and may be inversely
correlated with the actual pressure on the Iranian
regime going forward.

Iranian demonstrated resilience coupled with perceived
US strategic weakness risks emboldening the Iranian
regime to exert greater military pressure in the region.

What to Watch | Open Questions ﬁ: é %

Trump's options

Continuing the blockade, hoping costs materialize
faster in Iran than in the global economy, even if it risks
another round of fighting.

- A to Iranian b the new

status quo, facilitating SoH reopening and alleviating

market pressure, but with a strategic cost to US and

alliesin the region.

Intensifying the war, with greater risks and unclear

means of achieving strategic achievements.

Saudi Arabia exemplifies ongoing vulnerabilities

+ Gulf oil facilities remain vulnerable to attacks from Iraqi
militias and the Houthisin Yemen.

*  Will Saudi Arabia deal directly with the Houthis?

Israeli Oct 27 election incentives pose escalation risks:

+ Political cycle intertwined with the Iran War

What level of economic pressure in Iran could trigger

political instability?

= As the blockade remains in place, economic pressures
increase..

=+ ...butthe regime has demonstrated a high tolerance for
repression and brutality, potentially raising the threshold
for renewed large-scale protests.
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US politics: impacts on upcoming midterms and beyond
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Scenarios: The Iran War in Three Months

Iran War Scenario Outcomes and Futures-Implied Brent oil price in 3 months
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Brent front-month futures price around selected dates
Prices are deflated using US consumer prices rebased to the date of the latest release.
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Feedstocks and Petrochemicals

Naphtha - dominant cracker feedstock, simultaneously generates all three
olefins (ethylene, propylene, butadiene) and aromatics precursors in a single

pass

Natural Gas Liquids (NGLs) - hydrocarbons extracted from natural gas streams
+ Ethane - Lightest NGL; almost exclusively cracked into ethylene in steam

crackers

* Propane - Petrochemical feedstock and traded as liquid petroleum gas (LPG)
+ Butane — Petrochemical feedstock and traded as liquid petroleum gas (LPG)

Olefins - building blocks of plastics and synthetic materials.
Ethylene - Highest-volume petrochemical globally: polymerises into
polyethylene (PE), also used for PVC, PET

epoxies

Butadiene - Key monomer for synthetic rubber (SBR, polybutadiene);
extracted from C4 cracker streams

Styrene

Aromatics - primarily used for fibres, resins, and plastics

polymerised into PET — the resin in plastic bottles and polyester fibres
Orthoxylene - Tyres (SBR), plastics (PS, ABS)
Toulene - Third BTX pillar; polyurethane chain (TDI)

Propylene - Polymerises into polypropylene (PP); also used for acrylics and

Benzene - Simplest aromatic; feedstock for styrene, nylon, polycarbonate
Paraxylene - Oxidised into purified terephthalic acid (PTA), which is then

Source: Bloomberg, Macrobond, SEB.
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Global Petrochemical Dashboard
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Asia 15250 12150 . . .
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Asia 12450 790.0 ) K . e
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Asia 12600 9150 432(270) K3 m .
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Source: Bloomberg, Nexant, PolymerUpdate, Oilchem, SEB. Val

Median ¢ 27-Feb ¢ 7-Apr ® Last

L us
from USD/gal or USDILb to USDjMt. Post-war is change since Feb 274h 2024. * The last, median, and 10/90th percentile values are scaled to
the post-war low-high range.
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