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Structure

1. Economic effect of the Iran conflict

▪ IMF scenarios and transmission channels

▪ Energy prices

▪ Inflation and GDP growth

▪ Effect on food prices?

2. Macroeconomic implications for Albania

▪ Imports

▪ Exports

▪ Inflation

▪ GDP

3. Summary and policy discussion
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1. IMF scenarios and transmission channels

Economic effect depends on duration of the conflict

» Iran conflict → lower supply of energy and thus higher energy prices

- 25-30% of global oil and 20% of LNG pass through the Strait of Hormuz, according to IMF

» By how much do energy prices increase?

» Rule: length of conflict ↑  average price ↑ → economic effect ↑

Transmission channels of higher energy prices

» Trade. Higher imports and worsening of current account balance (for energy-importing countries)

» Inflation. Higher energy prices contribute to a rise in inflation

» GDP growth. Negative effect on GDP growth

3

Scenario Assumed duration Average oil price 2026

Reference
Relatively short-lived war,            
no impact in 2027

82 USD/bbl 

Adverse
Severe and persistent shock in 2026, but 
normalisation in 2027

100 USD/bbl 

Severe
Severe and persistent shock in 2026/2027, 
normalisation only in 2028

110 USD/bbl 

IMF scenarios and assumptions for the Iran conflict

Source: own illustration based on International Monetary Fund, World Economic Outlook (WEO) Apr-26 (IMF, 2026a)
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Effect on energy prices
Oil prices 

» Strong price shock due to the Iran conflict 
(blockage of Hormuz, refinery disruptions)

» Average price level for crude oil (Brent)

- 2025: 68 USD/bbl

- 2026: 82 USD/bbl (IMF reference 
scenario); +21% yoy

- Stronger price increases for oil products  
(e.g. diesel and jet fuel)

Gas prices

» Significant impact on gas prices due to LNG 
supply disruption (blockage of Hormuz)

» Average price level for gas (Dutch TTF):

- 2025: 41 USD/MWh

- 2026: 50 USD/MWh (IMF reference 
scenario); +23% yoy

- Likely weaker effect due to fixed price 
contracts (esp. for pipelines)

➢ Global energy prices increased strongly

➢ Implications for trade and current account

4

Gas price (Dutch TTF)

Source: own illustration based on International Monetary Fund (IMF, 2026b)

Oil prices (Brent)

Source: own illustration based on the U.S. Energy Information Administration (2026)
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Effect on inflation and GDP growth
5

Source: IMF (2026a)

Effect of the Iran conflict on global inflation (2026) Inflation

» Higher energy prices drive up inflation

» As such, global inflation forecasts have been 
revised upwards in all three scenarios

- Reference: +0.5 pp (vs pre-conflict)

- Adverse: +1.5 pp

- Severe: +1.9 pp

» Economic implications: negative effect on 
consumption; higher policy interest rates 
likely to constrain real investment

GDP growth

» Effect on imports, consumption and 
investment translate into lower GDP growth

» Global GDP forecast for 2026 revised 
downwards in all scenarios

- Reference: -0.3 pp (vs pre-conflict)

- Adverse: -0.8 pp

- Severe: -1.3 pp

➢ Negative impact on inflation and GDP growth

➢ The longer the conflict lasts, the stronger the 
economic implications

Effect of the Iran conflict on global GDP growth (2026)

Source: IMF (2026a)
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Effect on food prices?
6

FAO Food Price Index (Ukraine war vs Iran conflict)

Source: Food and Agriculture Organization (FAO, 2026), own calculations

Fertiliser price index

Source: own illustration based on IMF (2026b); Note: includes DAP, Potash, Urea

Fertiliser prices

» Fertiliser prices increased due to supply 
disruptions, as well as higher energy costs

- Urea (more than half of global fertiliser 
consumption) affected the most

» Average price level for fertiliser (urea)

- 2025: 423 USD/t

- 2026: 675 USD/t (World Bank Apr-26 
commodity forecast); +60% yoy

» But: short-term impact likely weaker, as 
fertiliser for this season was already bought

Effect on food prices

» Limited effect on global food prices so far

- Immediate impact (Mar-26): +2.4% mom

- No shortage in supply; big difference to 
war in Ukraine (Mar-22: +13.1% mom)

» Impact also depends on the share of food in 
the consumption basket of each country

- Low-income countries: 43% (IMF)

- Emerging markets: 25%; advanced: 12%

➢ Limited impact on food prices in 2026
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2. Implications for Albania: imports
7

Energy mix

» Reneweables play a big role in the energy
mix

- 48% of total energy supply (TES)

- Mainly hydropower

» Followed by oil products

- 40% of TES 

» Natural gas plays no role in TES

- Only 2%, entirely produced domestically

➢ Only oil products relevant for price shock

Implications for the economy

» Exposure: ALB oil product imports amount
to 2.2% of GDP (USD 33.3 bn) 

» Additional costs of energy imports estimated
at USD 151 m or 0.5% of GDP

➢ Increase in import costs for oil products of 
0.5% of GDP due to Iran conflict

Share in TES Gross import share

Solid fossil fuels 8% 72%

Oil products* 40% 100%

Natural gas 2% 0%

Nuclear 0% 0%

Renewables 48% 13%

ALB energy supply and import share

Estimate for the energy shock

Source: own display based on Eurostat (2026a); Notes: data for 2024; gross import share = 
gross imports/TES, with max value set to 100%, *including LPG (liquefied petroleum gas)

Oil products*

Imports 2025 (USD m) 717

as % of GDP 2.2%

Assumed price change**, 
2026 vs 2025 

21%

Additional cost (USD m) 151

as % of GDP 0.5%

Source: own calculation based on Eurostat (2026b) and IMF (2026a); Notes: *including LPG; 
**as contract structure is unknown, same price changes are assumed for oil products as for 
crude oil (Brent) in the IMF reference scenario
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2. Implications for Albania: exports
8

Export of goods

» EU most important destination (2025: 73%)

- Only small revision of EU GDP forecast

- On top: volume of goods exports small, 
only EUR 1.6 bn in 2025 

Export of services

» Service exports exceed goods exports by far

- 2025: EUR 8.5 bn

- Effect of Iran conflict on tourism unclear

- Expectation: little effect, given that ALB 
could benefit from substitution effect

Effect on current account

» Effect from the import side due to Iran 
conflict (oil price shock)

» Iran conflict leads to negative terms-of-trade 
shock

- import prices increase, export prices not

➢ Institutions have different expectations for
the CA deficit after the start of the conflict

Current account deficit

Goods and service exports

Source: own display based on Bank of Albania (BoA) (2026)

Source: own illustration based on IMF (2025, 2026a), wiiw (2026a, b), World Bank (2025, 
2026)
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9

Consumer basket

» Dominated by food and beverages (34%)

- Slight increase of global food prices

» Followed by housing, water, electricity and 
gas (20%)

- Gas has little relevance for ALB

» Share of transport at around 6%, including
fuel for vehicles

Effect on inflation

» Inflation has been stable but picked up since
start of the Iran conflict

- Feb-26: 2.5% yoy

- May-26: 3.0% yoy, driven by higher rents
and fuel prices

» Inflation to pick up in 2026

- IMF forecast from Apr-26 WEO: 3.4% yoy

- Increase of 0.6 pp compared to
Dec-25 forecast

➢ Iran conflict pushes up inflation in ALB

Food and non-alcoholic 
beverages

34%

Housing, water, 
electricity, gas 
and other fuels

20%

Furnishings, household equipment 
and routine household maintenance

7%

Transport
6%

Restaurants and 
accommodation services

6%

Alcoholic beverages, 
tobacco and narcotics

5%

Personal care and 
miscellaneous goods and 

services
5%

Other
17%

Composition of the consumer basket

Inflation

Source: own illustration based on IMF (2025, 2026a), wiiw (2026a, b), World Bank (2025, 
2026); Note: average-of-period

Source: own display based on Albanian Institute of Statistics (INSTAT, 2026a)

2. Implications for Albania: inflation
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2. Implications for Albania: GDP
10

Structure of the economy

» Industrial base relatively small (11% of GDP)

- Little energy-intensive industry

» Most impact likely to come through higher 
transportation costs

➢ Supply-side impact limited

Effect on GDP growth

» Demand-side impact

- Inflation decreases private consumption
and investment

- But: wage increases partially offset loss
of purchasing power

» Institutions expect a small impact on GDP 
growth

- IMF & wiiw: -0.2 pp

- World Bank & EBRD: -0.1 pp

➢ Only small downward revision of GDP 
forecast due to Iran conflict in 2026

Trade; transport; 
accommodation and 
food service activities

23%

Agriculture, forestry 
and fishing

17%

Construction
14%

Public & social 
administration

14%

Industry (incl. 
manufacturing)

11%

Professional services
8%

Real estate
6%

ICT
3%

Arts, entertainment, and recreation 
2%

Financial and insurance activities
2%

Gross value added (GVA) by sectors

Real GDP growth

Source: own illustration based on EBRD (2026a, b), IMF (2025, 2026a), wiiw (2026a, b), 
World Bank (2025, 2026)

Source: own display based on INSTAT (2026b); Note: data for 2025

% yoy
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3. Summary and policy discussion

Moderate effect on trade
» Import side: negative effect due to higher oil-prices
» Export side: little effect on tourism due to possible substitution effect
» Forecast revisions for CA deficit differ substantially
Upward inflationary pressure
» Food and beverages dominate consumer basket, but limited global price increases so far
» Iran conflict affects inflation mainly through higher fuel prices
» Inflation will temporarily surpass BoA target of 3% due to the Iran conflict
Limited negative effect on GDP growth
» Downward revision of GDP, but impact likely limited in case of a short-lived conflict duration
Government measures to mitigate the shock
» Cap on fuel wholesale and retail prices; adjusted regularly based on international oil prices
» Reduction of excise tax on fuel in the event of surpassing a fuel price of ALL 220 per liter (EUR 2.30)

11

Source: own illustration based on IMF (2025, 2026a), wiiw (2026a, b), World Bank (2025, 2026) 

Effect of the               
Iran conflict

IMF forecast World Bank forecast WIIW forecast

Previous 
(Dec-25)

Current 
(Apr-26)

Change,           
pp

Previous 
(Oct-25)

Current 
(Apr-26)

Change,           
pp

Previous 
(Jan-26)

Current 
(Apr-26)

Change,           
pp

Current account 
balance, % of GDP

-2.9% -2.8% +0.1 pp -2.6% -3.1% -0.5 pp -3.1% -1.9% +1.2 pp

Inflation, %yoy 2.8% 3.4% +0.6 pp 3.0% 3.2% +0.2 pp 2.5% 2.8% +0.3 pp

GDP growth, % yoy 3.6% 3.4% -0.2 pp 3.5% 3.4% -0.1 pp 3.8% 3.6% -0.2 pp

Summary of macroeconomic forecasts
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