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Executive Summary

Iran remains one of the most geopolitically consequential nations in the world — a significant
oil exporter, a regional military power with asymmetric doctrine, a sophisticated cyber actor,
and the anchor of an "Axis of Resistance" proxy network now under significant structural
stress. Active U.S. airstrikes are underway as of today, February 28, 2026, making
this briefing acutely time-sensitive for investors with Middle East, energy, currency, and
defense exposure[1][2].

This intelligence briefing provides a comprehensive assessment of Iranian military
capabilities, economic resources, terrain advantages, cyber warfare tools, and regional proxy
networks — with direct analysis of currency and commodity market implications for
institutional investors.

I. Theater Terrain & Strategic
Geography

Iran occupies a commanding geographic position — bordered by seven nations with
coastlines on both the Caspian Sea and the Persian Gulf/Gulf of Oman[3]. Two dominant
mountain ranges define its defensive terrain: the Zagros Mountains (1,500 km northwest-
to-southeast) and the Alborz Mountains in the north, which contain Mt. Damavand
(5,610m) — both historically preventing invasion and making conventional ground warfare
extraordinarily difficult[3].



Approximately one-third of Iran's interior is covered by the Dasht-e Kavir and Dasht-e Lut
deserts — two of the hottest and driest environments on Earth — further limiting foreign
operational mobility[3].

Strategic Choke-point: Strait of Hormuz

The Strait of Hormuz is Iran's most powerful geographic weapon. Approximately 20% of
the world's oil supply transits this choke-point, and Iran controls its northern shore
entirely[4][3]. Iran's Anti-Access/Area Denial (A2/AD) doctrine is built around this
geography — combining missile batteries, mine-laying, fast-attack craft, and asymmetric
guerrilla tactics to threaten closure of global oil flows[4].

Geographic Feature Strategic Significance

Natural defensive barrier; limits ground

Zagros Mountains . .
invasion

Operational mobility constraint for

Dasht-e Kavir/Lut Deserts .
adversaries

o, 3 1+ —
Strait of Hormuz 20% global oil transit; closure = supply

shock
Caspian Sea Access Eurasian trade corridor integration
Persian Gulf Coastline Asymmetric naval warfare advantage

Table 1: Iran's Strategic Geographic Assets

Investor Implication: Any credible Iranian threat to Hormuz causes immediate Brent
crude price spikes (+$10—$20/bbl historically) and USD safe-haven flows, while pressuring
EM currencies of oil-importing nations (INR, PKR, TRY, EGP).

I1. Land Forces

Iran ranks in the top 20 militarily globally by personnel, equipment, and logistics per the
Global Firepower Index[5]. Its standing active force is estimated at 525,000—610,000
personnel, with roughly 350,000 additional reservists including army veterans and the Basij
volunteer force[5].

Force Structure

The military is split between the conventional Iranian Armed Forces and the Islamic
Revolutionary Guard Corps (IRGC) — the ideologically elite branch that controls
strategic weapons, proxy operations, and critical domestic infrastructure.

«  Main battle tanks (T-72, Zulfigar domestically-produced variants)
« Artillery, self-propelled guns, and rocket artillery systems



« Zagros mountain-fortified defensive lines along the Iraq-facing western border
» IRGC ground forces with embedded militia integration capability
« Asymmetric warfare doctrine prioritizing guerrilla and irregular tactics

Operational Assessment: Iran's ground forces are designed for territorial defense and
insurgency support, not expeditionary operations. The mountainous terrain and urban
warfare specialization make conventional invasion highly costly for adversaries.

ITI. Air Assets

Iran's air force is widely assessed as its weakest conventional branch, with approximately
250 combat-capable aircraft — a fleet that is aging and largely composed of pre-revolution
U.S. platforms (F-14 Tomcats, F-4 Phantoms) and Russian/Chinese acquisitions that have
faced severe parts shortages due to decades of sanctions[5]. During the 12-Day War with
Israel in June 2025, Iran's air force played a marginal role compared to its missile and drone
arsenal[5].

Missile & Drone Arsenal: The Real Iranian Air
Power

« Ballistic missiles — Iran possesses the largest and most diverse missile
arsenal in the Middle East, originally estimated at 2,500—3,000 ballistic missiles;
approximately half were expended or degraded during the 2025 Israel conflict[5]

« Khorramshahr-4 medium-range ballistic missile (newly deployed, range 2,000+
km), capable of reaching Israel and parts of southeastern Europe[5]

+ Shahed-series loitering munitions — mass-produced, battle-tested in Ukraine
and Israel conflicts, capable of saturation attack strategies that overwhelm missile
defense systems[6]

« U.S. intelligence assesses Iran could achieve ICBM capability by 2035 using space-
launch vehicle technology[7]

Investor Implication: Iranian missile saturation attacks are a tail-risk event for Israeli
equities, regional sovereign bonds, and oil infrastructure REITs. Defense sector ETFs (ITA,
XAR) historically spike during escalation windows.

IV. Naval Assets & Maritime Posture

Iran's navy is purpose-built for asymmetric Persian Gulf warfare, not blue-water naval
competition[5]. The fleet composition is optimized for confined-water operations and choke-
point denial tactics.



Naval Order of Battle

Asset Type Quantity
Submar.ines (including midget 25
submarines)

Small fast-attack craft (anti-ship missiles) 100+
Frigates 7
Corvettes 3
Patrol vessels 21
Mine-warfare ships 1

Table 2: Iranian Naval Fleet Composition (2026)[5]

Asymmetric Naval Doctrine

The IRGC Navy — separate from the conventional navy — operates swarm tactics:
deploying hundreds of fast boats simultaneously to overwhelm a carrier strike group's point
defense in the confined waters of the Gulf[5]. Mine-laying capability in Hormuz is a primary
escalation tool, supported by submarine assets[4].

Investor Implication: A Hormuz mining event would trigger a global crude supply
shock. LNG shipping ETFs, tanker stocks (FRO, DHT), and oil futures would see violent
short-term spikes. The USD would strengthen sharply as a safe-haven while the Euro and JPY
could face pressure from energy import costs.

V. Air Defense & Missile Defense
Capabilities

Iran has invested heavily in layered air defense to compensate for conventional air force
weakness[6]. This integrated air defense system (IADS) is designed to create a cost-imposing
environment for adversary air operations.

Key Systems

1. Bavar-373 — domestically produced long-range SAM system (marketed as
comparable to Russia's S-300)

2. Khordad-15 — medium-range system that claimed the downing of a U.S. RQ-4A
Global Hawk drone in 2019

3. Russian S-300PMU-2 systems (delivered 2016)



4. Passive defense doctrine: deeply buried, dispersed, and hardened underground

facilities for missile storage and command infrastructure — including the first-ever
public display of the Khorramshahr-4 inside an underground silo in February 2026[5]

The underground infrastructure network is extensive, with critical facilities embedded under
mountains and in hardened bunkers designed to withstand conventional precision strikes.

VI. Cyber Warfare Capabilities

Iran has transformed from a low-level hacktivist nation into a Tier 2 nation-state cyber
power since the Stuxnet attack on its nuclear infrastructure (2010), which catalyzed major
state investment in offensive and defensive cyber capability[8].

Primary Cyber Actors

Actor Focus & Capability

MOIS (Ministry of Intelligence)

Hacktivist proxy ecosystem

IRGC-linked APT groups State-sponsored precision targeting;

espionage; infrastructure disruption

Intelligence collection; diplomatic
targeting; long-term espionage campaigns

178+ identified groups; rapidly mobilizable
during conflict; DDoS & defacement

Table 3: Iranian Cyber Threat Actors (2026)[9]

Key Iranian TTPs (Tactics, Techniques &
Procedures)

Spear-phishing targeting diplomats, government officials, and defense
contractors[10]

Al-enhanced social engineering — group "Agent Serpens" (CharmingKitten) has
deployed GenAl-crafted malicious PDFs disguised as RAND Corporation
documents[10]

Destructive wiper malware targeting critical infrastructure and organizations
with U.S. ties[10]

DDoS campaigns against financial infrastructure and government websites[10]

Covert espionage infrastructure — fake corporate websites (e.g., impersonating
a German modeling agency) used for intelligence collection[10]

The hacktivist proxy model gives Iran plausible deniability while scaling
operations during wartime[9]




Recent Escalation: As of February 28, 2026, Cybersecurity experts warn that Iran's cyber
forces represent one of its most potent asymmetric response options following U.S. strikes,
with critical infrastructure and financial systems as primary targets[8].

Investor Implication: Iranian cyber escalation poses direct risk to U.S. financial sector
infrastructure (banking, exchanges), energy SCADA systems, and defense supply chains.
Cybersecurity stocks (CRWD, PANW, ZS) historically outperform during Iran escalation
cycles.

VII. Proxy Network & Regional Allies

Iran's "Axis of Resistance" is its primary force multiplier — a network of non-state actors that
extends Iranian power without direct conventional commitment[11]. The network has
experienced significant degradation through 2025-2026 but retains operational capacity in
key theaters.

Current Proxy Network Status (February 2026)

Proxy Location Current Status Capability

Degraded; cautious | Reduced but
Hezbollah Lebanon northern Israel
strike capable

Houthis Yemen Strengthening Red Sea dlsruptlon;
long-range strikes
e relees Active U.S. forces
Iraqi Militias Iraq targeting capability
Hamas Gaza Severely degraded lelt?d operational
capacity
Syrian proxies Syria Fragmented Diminished utility

Table 4: Iranian Proxy Network Assessment[12]

Strategic Partnerships

U.S. intelligence officials warned as of February 22, 2026, that Iran could direct the Houthis
and other proxies to resume attacks on Western targets in retaliation for U.S. strikes[13]. The
Houthis are the most intact and operationally capable proxy remaining in Iran's network[12].

State-level relationships:

¢ Russia — drone technology transfer, sanctions evasion cooperation, diplomatic
coordination



o China — primary oil buyer (90%+ of exports), shadow fleet logistics, diplomatic
cover at UNSC[14][15]

These partnerships form the economic backbone of Iran's resistance to Western pressure,
creating a "Eurasian Lock" that gives Beijing and Moscow powerful incentives to shield Iran
from complete economic isolation[14].

Investor Implication: Houthi Red Sea escalation equals tanker insurance premium
surge, Suez Canal rerouting cost increases, and supply chain inflation that pressures
consumer goods margins globally. Container shipping stocks (ZIM, MATX) face margin
compression from extended routing.

VIII. Economic Resources & Commodity
Profile

Energy Sector

Iran exported approximately 1.9 million barrels per day as of December 2025, almost
entirely through a shadow fleet of sanctioned tankers, with China as the dominant buyer[16].
Peak 2025 monthly revenues hit approximately $3.9—$4.2 billion gross before the current
escalation[17].

« Iran employs aggressive discounting (sometimes as low as $7—$8/bbl vs. Brent) to
maintain volume flow through the sanctions regime[18]

« Asof early 2026, exports have declined sharply as the U.S. intensified
enforcement[19]

« Approximately 300 million barrels of Iranian oil currently sit unsold on shadow
tankers at sea — a significant inventory overhang suggesting enforcement is
beginning to bite[15]

»  Petrochemical sector is the second-largest export earner, providing a partially
sanctions-resistant revenue stream[20]



Strategic Minerals & Metals

Commodity

Reserves/Production

Strategic Significance

Copper

Iron ore & Steel

Zinc & Bauxite

Gold

19.2B tons ore reserves

Major industrial base

Top-tier global reserves

116 proven tons
(Zarshouran)

Primary non-oil export
($644M, 2024)

Key Asian export
commodity

Industrial production
capacity

Currency buffer; reserve
asset

Table 5: Iran's Strategic Mineral Resources[21][22]

Trade Corridor Strategy

Iran's geographic position makes it a natural Eurasian transit hub — connecting Russia's
southern flank to Chinese Belt and Road logistics while offering access to both the Persian
Gulf and Caspian Sea[14]. This "Eurasian Lock" function provides:

1. North-South Transport Corridor (NSTC) linking Russia-Iran-India

China's Belt and Road Initiative western terminus

2
3. Energy export diversification routes bypassing Western chokepoints
4

Strategic depth for Russian and Chinese geopolitical positioning

IX. Sanctions Architecture & Financial

Vulnerability

The U.S. has sanctioned over 170 vessels in Iran's shadow fleet as of late 2025, raising
operational costs but not eliminating oil flows[23]. The September 2025 UN snapback
sanctions are assessed as unlikely to be a game-changer due to China's refusal to comply[24].

Current Sanctions Impact

«  QOil export volumes down approximately 15—20% from 2025 peak levels[19]

« Shadow fleet operating costs increased by 40—60% due to insurance/tracking

challenges

»  Chinese buyers demanding steeper discounts as sanctions enforcement tightens

« Banking channel access severely constrained; barter and cryptocurrency increasingly

used




» Currency reserves depleted; Iranian rial under sustained depreciation pressure

Key Vulnerability: Iran's fiscal breakeven oil price is estimated at $85—$95/bbl, but
discounted shadow sales yield $60—$70/bbl, creating chronic budget deficits and limiting
military modernization funding.

Investor Implication: Every escalation ratchet in Iran's oil export disruption tightens
global crude supply. Long crude (USO, XLE) and short EM energy-importer currencies (TRY,
EGP, INR) is the historically validated trade during Iran crisis events.

X. ECON Sentry Macro Currency Impact

[

Matrix
%‘,’fg‘;er USD Brent Gold EM FX Cyber Eq.
Hormuz . - - .

. Appreciation Appreciation Appreciation - Minor
g;lemng/ clos in USD in Brent in Gold Depreciation Appreciation
rl;ailsléf{[éc Appreciation | Appreciation Appreciation | Depreciation Increase
strikes in USD in Brent in Gold in EM FX Appreciation
Is’ggxy Red Appreciation | Appreciation Appreciation | Depreciation Neutral
escalation in USD in Brent in Gold in EM FX

Mixed .
Cybera.ttack response in Neutral Apprec1at10n Mixed Increase
on US infra. USD in Gold Appreciation
g;g%%g:;% Depreciation Depreciation Depreciation | Appreciation Decrease in
re in USD in Brent in Gold In EM FX Appreciation

Table 6: Geopolitical Event Impact on Asset Classes

Asset Class Positioning Recommendations

Defensive Positioning (Current Environment):

+ Long USD — Safe-haven flows during Middle East escalation

« Long Crude (Brent/WTI) — Supply disruption premium embedded

« Long Gold — Geopolitical hedge + potential cyber infrastructure disruption

« Long Defense/Cybersecurity Equities — Direct beneficiaries of threat elevation




« Short EM Oil-Importer FX — TRY, EGP, INR vulnerable to energy shock
« Tanker/LNG Shipping — Premium freight rates during Hormuz threat periods

Risk-On Reversion Triggers (De-escalation):

« Formal ceasefire or diplomatic framework announcement
« Verifiable stand-down of Iranian proxy operations
« Hormuz shipping traffic returning to normal volumes

+ Oil price decline below $75/bbl for sustained period

XI. Strategic Closing Assessment

Iran enters this confrontation weakened but not broken:
Degraded Capabilities:

e Missile arsenal at roughly 50% of pre-2025 capacity[5]

e Proxy network fragmented, with only Houthis fully operational[12]
¢ QOil revenues under mounting sanctions pressure[19]

¢ Conventional air force aging and parts-constrained[5]

Retained Strengths:

e Cyber capabilities ascending with Al-enhanced operations[9][10]

e Geographic control of Strait of Hormuz choke-point[4]

e Strategic alignment with China and Russia providing economic lifeline[14][15]
e Asymmetric warfare doctrine allowing cost-effective resistance[5]

¢ Underground hardened infrastructure protecting strategic assets[5]

Escalation Probability Assessment

Current Risk Level: HIGH — Active U.S. strikes as of February 28, 2026, represent the
highest-intensity Iran confrontation since 2003 Iraq War buildup. The combination of
degraded conventional capability and intact asymmetric tools creates incentives for Iranian
escalation through cyber operations and proxy activation.

Primary Escalation Vectors:

1. Cyber attacks on U.S./allied critical infrastructure (probability: 75%)

2. Houthi Red Sea shipping disruption intensification (probability: 60%)
3. Iraqi militia attacks on U.S. forces (probability: 55%)
4

Hormuz mining or fast-boat harassment (probability: 35%)



5. Direct ballistic missile strikes on U.S./Israeli targets (probability: 20%)

Real-Time Monitoring Indicators
Investors should track the following data streams for escalation/de-escalation signals:

1. Strait of Hormuz ship traffic volumes (MarineTraffic, Lloyd's List)

2. Brent-WTI spread (widening = supply disruption fears)

3. Iranian rial black market rate (currency collapse = domestic pressure)

4. Chinese crude import data (Iranian volume proxy)

5. Defense sector ETF flows (ITA, XAR institutional positioning)

6. Cybersecurity incident reports (CISA, FBI alerts)
Conclusion

The current Iran crisis represents a textbook geopolitical-currency convergence event
— where military capabilities, geographic constraints, cyber warfare, commodity flows, and
currency dynamics intersect to create both acute risks and asymmetric opportunities for
informed investors.

Iran's hybrid threat model — combining conventional deterrence, asymmetric warfare, cyber
operations, and proxy networks — ensures that this confrontation will not follow traditional
military conflict patterns. Instead, investors should prepare for:

¢ Persistent energy market volatility with sudden supply shock risk

¢ Episodic safe-haven flows driving USD, gold, and defensive equities

¢ Cyber infrastructure tail risks with potential for systemic financial disruption

o Proxy theater escalation affecting regional trade corridors and shipping costs

ECON Sentry Investment Thesis: Maintain defensive positioning with tactical
overweights in energy, USD, gold, and cybersecurity equities until verifiable de-escalation
occurs. Monitor Strait of Hormuz shipping data as the primary real-time indicator of conflict
intensity.
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