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Iran war enters new phase as US attacks Kharg Island

17 March 2026

The US attack against Kharg Island marks a new phase of the Iran war. Albeit
weakened since the start of the war, Iranian forces, galvanised under new
leadership, continue to tardet Gulf states. The situation is fluid, with
conflicting interests among Western allies — notably the US, Israel and NATO
—and the possible intervention of new actors such as China.

KEY CONFLICT AREAS IN IRAN

Timeline of the conflict

28 February: US airstrikes kill Iran's
Supreme Leader Ali Khamenei

1 March: Iran starts launching drone
and missile attacks against Israel and
Gulf states

8 March: Mojtaba Khamenei is
appointed as Iran’s new supreme leader

: 14 March: Kharg Island is attacked for
R ¢ \ the first time

Source: The Investment Institute by UniCredit

THE CONTEXT

Operation Epic Fury has reached its seventeenth day. US and lIsraeli air forces continue to tardet military and
government objectives on Iranian soil. Meanwhile, the Iranian regime, emboldened by new Supreme Leader Mojtaba
Khamenei, presses ahead with retaliatory drone attacks on Israel and the Gulf states, while tardeting tankers in the
Strait of Hormuz. The US attack against Kharg Island last weekend represents a further escalation of the conflict given
the importance of the island for the Iranian economy.
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THE DATA
Today’s chart depicts Iran and the most important areas of the conflict.

1. The Tehran area has been hardest hit by US-Israeli strikes. The air attack that caused the
death of the previous supreme leader on 28 February was followed by other airstrikes that
targeted military objectives and sites used by the Islamic Revolutionary Guard Corps
(IRGC). In one of these airstrikes, the Israel Defense Forces’ attack against oil depots and
refineries caused smoke plumes and black rain. Despite this episode, US-Israeli attacks
seem to be more focused on weakening the regime than disrupting the Iranian economy.

2. The Strait of Hormuz is de-facto closed for most Western vessels, while Chinese, Indian
and Turkish ships continue to pass through it. In his first messade to the nation, Khamenei
said: “The leverage of blocking the Strait of Hormuz must continue to be used.” Both sides
seem to be maintaining quite a cautious approach (as far as is possible under the current
circumstances) with respect to military action close to the strait. On the one hand, Iranian
forces have not officially closed the strait with either a naval blockade or the use of mines
(as happened during the Iran-Irag war) and have only launched moderate attacks adainst
vessels passing through it. On the other hand, the US only decided to attack Kharg Island
two weeks into the conflict and, importantly, did not hit oil infrastructure during the recent
raid. This island, with a surface area of just 20km?, is a key oil platform, through which
roughly 90% of Iran’s crude oil exports (a major source of money for the regime) pass. By
targeting the island, the US is trying to put pressure on Iran to reopen the strait. But a
strike against oil facilities on the island would likely trigger a major response from Tehran.

3. Adground war with the direct involvement of the US army remains unlikely at the moment
despite the US sending 2,500 marines to the Gulf. If this were to happen, the military
support of ethnic minarities would be crucial. In this respect, Kurds, who represent roughly
10% of Iran’s population and live in the northwest of the country near the Iraq border,
have reportedly been in talks with US officials since the start of the war. However, their
military intervention would probably require warranties that the US is not able to give at
the moment. In this respect, the US support given to Kurds in Irag and Syria during the war
against the Islamic State was intermittent and non-binding.

OUR VIEW
The development of the conflict will probably depend on three key factors:

The strength of Iranian military forces. Israel and the Gulf states have reported a decline in
drone and missile attacks. This presumably reflects a weaker Iranian strike capability, with over
6,000 Iranian targets having been hit since 28 February, but it might also indicate a strategic
decision to preserve weapons until the US and its allies have used up their supplies of
interceptors. Retaliatory attacks that followed airstrikes on Kharg Island show that Iran has not
completely exhausted its firepower. With its saturation waves adainst Gulf states, Iran is
making their defence very expensive. Indeed, the regime is exploiting the asymmetric costs of
the war: while Shahed 136 drones cost USD 20,000 apiece, US Patriot interceptors cost several
million dollars each.

The direct involvement of other countries. Iran’s military potential is also supported by
Russia and China, which have reportedly been delivering missiles. However, neither country is
likely to intervene, and both probably favour a ceasefire — even if Moscow is benefiting from
the easing of oil sanctions and higher oil prices. The same holds true for Western countries,
which have been pushing for a diplomatic resolution to the conflict despite requests from the
US administration. In this respect, US President Donald Trump, who called on allies to reopen
the Strait of Hormuz, might exert pressure on allies by pointing out risks to energy supply,
terrorism linked to Iran and trade disruption. China, on which Tehran is heavily economically
dependent, is the only country with leverage to push the Iranian regime to reopen the strait.

www.the-investment-institute.unicredit.eu 2




The Investment Institute Coffee Break
by UniCredit 17 March 2026

The internal political situation in Iran does not appear to be supportive for US and Israeli
objectives. Despite growing domestic discontent, the war could, paradoxically, consolidate
national unity. The appointment of Mojtaba Khamenei as Supreme Leader makes clear that
neither leadership nor regime changes can be easily achieved. Moreover, it highlighted the
strength of the IRGC, who have managed to overcome the role of the clergy in proposing the
successor. In the past few weeks, the IRGC have also been responsible for drone attacks from
which the Iranian foreign minister has distanced himself. The health of Mojtaba Khamenei is
unknown, as Israeli and US sources indicated that he had been wounded or even killed in recent
airstrikes, although Iranian media have dismissed this news. For Trump, the difficult decision
is whether to end the war quickly and live with a wounded and hostile regime or to keep going
until the regime collapses — something that could result in a very long war.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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