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Developing a strategy for your business

How can estates respond to the US-Iran conflict?

The US-Iran conflict continues to weigh on the UK economy and the rural sector, though six months on, its impact has so far proved more
contained than the Russian invasion of Ukraine. The comparison with Russia and Ukraine also shows that disruption does not need to cause
a major fall in production to move agricultural markets. Although the reduction in grain output following Russia’s invasion was relatively
limited, uncertainty and disruption to established trade flows still contributed to significant price movements (Figure 1). The countries now
involved are not major food producers, so the direct impact on food production is limited. The bigger risk remains indirect: constrained
fertiliser manufacturing and higher energy costs feed into input prices, inflation, and, in turn, interest rates. These pressures are
compounded by continuing insecurity in the Red Sea, which affects routes to market and adds to freight, insurance and delivery costs.

More than six months on from the strikes on Iran in late February, the conflict shows little sign of resolution. A June memorandum of
understanding and the month-long ceasefire that followed have both collapsed, talks are deadlocked, and Iran has signalled a more
offensive posture. Safe, unrestricted passage through the Strait of Hormuz has still not been restored, with tanker traffic close to multi-
month lows, and the “legacy” risks we flagged in the spring are no longer hypothetical. Damage to Gulf energy infrastructure has been
confirmed - most significantly at Qatar's Ras Laffan, where a multi-year force majeure on LNG exports is now in force - while freedom of
navigation and mine-clearing remain contested. A swift settlement would still ease shipping pressures quickly, but the base case has shifted
from a short-lived shock to a prolonged one, with knock-on effects on energy, fertiliser, food and tourism continuing to be felt across all
rural sectors.

While global resilience has buffered some of these pressures - oil, for instance, has fallen back from its spring peaks even as gas disruption
persists - preparing for further volatility is more effective than seeking solutions later. We continue to advocate scenario planning to help
manage this period of instability and uneven costs. Rehearse scenarios and potential actions, and discuss them with the bank if you
experience or anticipate financial strain. See our scenario planning guide below.

Minimise energy use, check contract prices, and explore renewable energy. Electric farm and yard vehicles may materially affect costs.
Adjustments to cropping and stocking, more accurate input application, and even cover crops may help minimise fertiliser use. Tenants may
benefit from estate initiatives that lower costs and support risk management. Retaining a tenant might be preferable to having no tenant at
all.

Over the summer, the tourism effect played out much as anticipated. As jet fuel prices nearly doubled, the UK’s reliance on the Strait of
Hormuz for around a quarter of its fuel imports, coupled with a weaker pound, significantly increased airline operating costs and the cost of
overseas travel, with much of the additional expense passed on to consumers. Domestic demand strengthened in response, with operators
reporting materially higher staycation bookings over the peak season and several linking the uplift directly to the conflict. For estates with
holiday accommodation, events or other visitor-economy interests, this has been a genuine, if fragile, tailwind: much of the extra demand
rests on constrained and costly overseas travel. It could reverse quickly once the conflict resolves, which continues to make longer-term
investment appraisal difficult.

FIGURE 1: RUSSIA AND UKRAINE COMBINED GRAIN EXPORTS
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Raw material disruption - the impact

There are two components to the raw material disruption: loss of supply and price increases due to tighter supply (Figure 2). While the
direct impact is on energy, this raises transport and fertiliser costs. Continuing insecurity in the Red Sea adds a separate source of pressure
through higher marine fuel and insurance costs and the risk of longer diversions around the Cape of Good Hope. Both have downstream
effects, increasing food and living costs. So far, the squeeze has been milder than feared: wage growth has kept modestly ahead of inflation,
however interest rates may vet rise if energy-driven price pressures persist. The inability to use Dubai and other Gulf hubs reduces available
routing and connection options for services to the Far East, Australia and New Zealand. This is compounded by the continuing closure of
Russian airspace to UK and other Western airlines, which has already forced many carriers onto longer and less efficient routes.

Ultimately, there are two drivers of price resulting from the conflict:

1. Disruption of shipping through the Strait of Hormuz. 25% of traded crude oil, 19% of LNG, 29% of liquefied petroleum gas, and
around 30% of traded fertiliser pass through this critical maritime chokepoint.

2. Loss of production. Iran, Saudi Arabia, Qatar, the UAE, and Bahrain are among the largest suppliers of nitrogen fertiliser and major
producers of oil and gas. Ras Laffan in Qatar, the largest LNG terminal in the world, was substantially damaged by Iranian missiles
and drones in March. Qatar Energy has since declared force majeure — now extended into October — on the affected production
lines (trains), which account for around 17% of Qatar’s export capacity, with repairs expected to take up to five years.

Many of the recipients of fertiliser from the region are amongst the poorest in the world, for example, Sudan (54% of its supply), but also
wealthier exporting countries such as Australia (32%) and New Zealand (26%), while other countries use natural gas from the region to
produce fertiliser. Fertiliser delivery has been severely disrupted, with an increasing risk of cancelled deliveries across the grain-producing
countries.

Australia is usually a major grain exporter and, over the last three years, has contributed about 10% of global wheat exports. Higher fertiliser
prices and a limited increase in food commodity prices are likely to reduce fertiliser use, or shift to crops with lower fertiliser demand, such
as soybean rather than maize. This may be one factor behind the changing crop mix in the United States. USDA estimates published in June
show that US corn plantings fell by 3% in 2026 compared with 2025, with the area expected to be harvested for grain down 4%, while
soybean plantings increased by 5%.

By way of illustration, over 50% of UK wheat production is reliant on artificial fertiliser. Not surprisingly, fertiliser supply is vital to UK food
security, and it is heavily dependent on imports. Lower vields in other countries and grains with lower protein content, such as maize,
require proportionately less fertiliser, but it is still important. Global grain supplies are now tightening as anticipated, with the International
Grains Council expecting world grains production to fall around 3% in 2026/27 and stocks to draw down — a picture compounded since
mid-July by renewed hostilities bringing Russian and Ukrainian deep-sea grain exports close to a standstill. Better harvests in Morocco and
Algeria have tempered near-term wheat import demand across parts of North Africa. However, global buyers have since returned to the
market as geopolitical risks have intensified. Prices have now begun to respond, peaking at £219.25/t on 2 September (Figure 2). This was
34.6% above the price when the US-Iran conflict escalated on 28 February 2026 and 27.5% higher than at the beginning of July, when
attacks on Black Sea shipping, grain terminals and export infrastructure began to intensify.

FIGURE 2: NEARBY UK WHEAT FUTURES AND UREA PRICES
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About scenario planning

Scenario planning is a well-known management tool that uses current trends to predict outcomes for a focus topic across a series of time
scales. It highlights where issues might arise and where assumptions may need to be challenged. To repeat the process for a specific estate
or enterprise, use the following steps:

1.

2.

7.
8.

Assemble the team: a wide range of viewpoints helps to ensure that all variables are considered, however improbable or apparently
minor.

Start with “why”: define the scope of the issue at hand and why it needs analysis. In our example below, we used the “rural estate”
as the primary issue, then brainstormed its individual elements to illustrate the impact of different scenarios.

Define your time horizon: be realistic, but challenging (we used six-month, two-year and five-year time horizons).

Define your trend variables: what big picture trends are you interested in analysing? In our first examples, we have used the impact
of conflict on markets as the main differentiator in the scenarios.

Build the scenarios: using the grid, begin to build up the story in each of your scenarios. Identify what elements need to go in each
box. We have identified which elements of the estate are impacted or what issues arise in each square.

Analyse the scenarios: consider the management response required for each scenario. Impacts have been colour-coded on a red-
to-green scale to indicate their severity.

Develop a plan: identify the scenarios of most concern and use further management tools to develop a strategic response.

Refine the plan: as new and relevant information comes to light, challenge the scenarios and refine your plan.

Further resources on scenario planning are available here.

As the guide makes clear, creating the scenarios and the stories that they generate is just the first part of the challenge. The really
important part comes in working out how to respond to the scenarios: what the thresholds for action are, what level of investment is
needed, and what level of risk is reasonable to take on.

These are big and important questions, and so we could never hope to answer them in this document. As ever, you should take advice for
your own particular circumstances.


https://www.professionalacademy.com/blogs/a-step-by-step-guide-to-scenario-planning/

US-IRAN CONFLICT:

IMPLICATIONS FOR RURAL ESTATES

TABLE 1: SCENARIO ANALYSIS - ECONOMIC IMPACTS ON TYPICAL ESTATE ASSETS

Short-term

Next six months: conflict
continues at a lower intensity;
passage through the Strait
remains restricted; energy,
fertiliser and transport costs
remain volatile.

Context variables:

Immediate (six months)

Growth

Assuming: demand for
UK tourism remains firm
and businesses can
reduce exposure to
purchased energy,
fertiliser and feed.

Forestry and existing
environmental agreements remain
mainly policy-driven. Agricultural
rents respond slowly because they
change at review or reletting.
Direct effects on residential and
commercial rents are limited,
although occupiers face higher
energy costs.

Neutral

Assuming: performance
is driven mainly by
domestic policy,
contracts or review
cycles rather than
directly by the conflict.

Medium-term

Damaged infrastructure is only
partly restored and shipping
remains unreliable. Higher
insurance, transport and input
costs become embedded.

Impacts increase (two years)

Businesses with secure energy
contracts, renewable generation or
lower input requirements
outperform more exposed
competitors. Mixed farming
becomes more attractive where
livestock can graze forage or
cover crops and return nutrients
to arable land.

Long-term

Persistent infrastructure damage
and altered trade routes drive
structural changes to investment,
energy use and production.

Impacts increase with some
response (five years)

As previously. Encourages
integration of arable and livestock
production. Drive for fertiliser use
efficiency. Investment in
renewables and use such as farm
and yard EVs. New demand for UK
hospitality and events. Low-input
dairy systems become standard.
Low-energy horticultural
production gains at the expense
of protected production. Sugar
price rises. Land values rise.

As immediate. The impact on
residential and commercial rents is
limited.

Environmental agreements
continue where payments justify
delivery costs. Agricultural rent
outcomes begin to diverge by
sector, holding quality and timing
of review.

Protected horticulture and vertical
farming remain exposed to
electricity costs. Dairy faces
weaker milk prices and tighter
forage supplies; pigs and poultry
remain exposed to feed and
energy costs. Events and premium
food businesses face margin
pressure.

Mildly negative
Assuming: input and
living costs remain
elevated and businesses
have limited ability to
pass them on.

New energy-intensive projects
without secure power contracts,
and investments based on
fertiliser, feed or fuel returning
quickly to pre-conflict prices.

Strongly negative

Input-intensive dairy, pig, poultry
and horticultural systems remain
under pressure. Leisure and event
businesses struggle where energy,
staffing and supplier costs rise
faster than prices. Residential,
commercial and holiday-let
affordability weakens.

Agricultural rents diverge; the
economic impact is likely to be
positive for the arable sector and
negative for the livestock sector
due to higher grain/feed prices.

Environmental scheme
participation depends on payment
levels, agreement conditions and
effects on productive capacity.

(Speculative investment)
Investments dependent on

unrestricted Gulf shipping,
permanently high commodity
prices or uninterrupted growth in
discretionary spending.
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Focus on agriculture - time to dig deep...

Agriculture needs to stay focused on innovation. The conflict will materially change the relative profitability of farming sectors and estate
enterprises, but businesses should not allow short-term movements in commodity and input prices to dictate their long-term strategy.
Farms and estates should instead develop enterprises with durable demand across urban and rural markets, whether through food
production, direct sales, tourism, environmental services or energy generation. This will require imagination, confidence and rigorous
investment appraisal.

Reducing energy use, generating and using renewable energy on farm, and adopting precision technology should now be priorities.
Sensors, automation and robotics can reduce labour requirements, target fertiliser, pesticide, feed and water use more accurately, and
identify crop or livestock problems earlier. The Farming Innovation Programnme supports automation and robotics, but investment should
still be based on a defined business need and a credible return. The conflict strengthens the urgency of improving efficiency, resilience, and
cost control.

TABLE 2: SCENARIO ANALYSIS - FARMING

Enterprise Summary of the US-Iran conflict impact and outlook

Rents typically respond more slowly than farm profitability, meaning current levels may not yet fully reflect
recent trading conditions. In the arable sector, the weaker financial performance of the past two years may
support an argument for lower rents, although this should be considered carefully given the subsequent
recovery in grain prices. Nevertheless, stronger grain markets do not automatically justify higher rents.
Elevated input costs, particularly for fertiliser and fuel, alongside variable yields and continued margin
) pressure, mean that profitability remains constrained and should be assessed on a whole-farm basis rather
Agricultural rents )
than by crop prices alone.
Dairy and livestock enterprises should be considered separately. Strong dairy returns recorded in 2025/26
are unlikely to have been fully reflected in existing rents, but any anticipated increase may no longer be
appropriate where milk prices have since fallen and drought has increased forage pressure. Lowland
grazing livestock returns have remained comparatively strong.
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TABLE 3: SCENARIO ANALYSIS - PROPERTY

Enterprise Summary of the US-Iran conflict impact and outlook

Any increase in import costs will spur commercial expansion and, in turn, demand, although most of this
Let commercial expansion would require raw materials and expertise. Growth in UK tourism will increase demand for
support services (catering, cleaning, teaching), which will require commercial premises.

Estate maintenance Inflationary costs are likely to cause some to delay maintenance programmes.

TABLE 4: SCENARIO ANALYSIS - LAND

Enterprise Summary of the US-Iran conflict impact and outlook

Environmental management remains shaped mainly by government policy and funding. The conflict may
increase global demand for productive land, but the UK’s main vulnerability is access to inputs, not
farmland. Around 60% of the UK’s nitrogen fertiliser requirement is imported, and domestic production
also relies on imported feedstocks. The priority is therefore to secure supply, improve price and availability
transparency, and increase nutrient-use efficiency, rather than remove land from environmental schemes.
Proposed reforms could improve routes to market for biostimulants, compost, anaerobic digestate,
recycled nutrients and other alternatives, although no framework is yet in force.

Environment A simple shift from environmental management to domestic production would not necessarily improve
food security. The 2026 drought underlined the importance of soils, water management, nutrient
efficiency, and cropped area. Government support increasingly reflects this, including an extra £50 million
for the Sustainable Farming Incentive 2026 and up to £15 million for on-farm reservoirs.

The conflict increases the value of actions that reduce reliance on purchased inputs. Sustainable Farming
Incentive 2026 options such as variable-rate nutrient application, legumes, herbal leys, legume fallow and
multi-species cover crops can improve nutrient cycling, support grazing, build soil condition and reduce
fertiliser use where suitable.
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TABLE 5: SCENARIO ANALYSIS - ENERGY

Enterprise Summary of the US-Iran conflict impact and outlook
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