Middle East tensions trigger sharp rise in war-risk premiums impacting India's trade channels
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India’s insurers are being forced to reckon with a risk environment that is becoming harder to classify and more expensive to cover, as the spillover from Middle East tensions feeds directly into marine, aviation and specialty lines. The most immediate effect has been the jump in war-risk charges on routes that pass through strategic chokepoints such as the Strait of Hormuz, a development that is pushing up transport costs for a country heavily reliant on imported energy and trade flows.
According to industry commentary and specialist insurance analyses, standard marine policies generally do not cover losses linked to war, terrorism or military action, which is why separate war-risk cover becomes crucial when tensions escalate. In the current cycle, those premiums have risen steeply, with one assessment from Howden Re saying rates that were once a fraction of vessel value have climbed sharply in 2026, while shipping charges on the Middle East-Asia corridor have also surged. The result is a direct cost shock for Indian exporters and importers moving cargo through the region.
The pressure is not confined to tankers and cargo ships. Moody’s Ratings has said the conflict has increased tail risks for global specialty insurers, especially in marine, aviation and political violence cover, as missile and drone attacks disrupt transport corridors in the Gulf. A report from the centre monitoring insurance conditions around the Strait of Hormuz also noted that insurers are responding with higher pricing, tighter terms and, in some cases, reduced capacity, as traffic patterns and underwriting assumptions are revised in real time.
A less visible but equally important problem is the grey area created by modern conflicts, where sabotage, cyberattacks, terrorism and conventional hostilities can overlap. That blurring makes claims handling more contentious, because policies often exclude acts of war but may not neatly capture events that sit between categories. In practice, that puts pressure on insurers to interpret wording consistently, while trying to avoid the kind of disputes that can erode policyholder trust.
Retail-facing products are also being affected. Travel insurers are typically quick to narrow cover for destinations seen as risky, either by raising premiums, adding exclusions or limiting eligibility altogether. Life insurers can face more subtle knock-on effects too, as heightened uncertainty influences consumer sentiment and demand, especially among people planning overseas trips or travel through volatile regions.
The deeper structural impact is likely to come through reinsurance. Global reinsurers sit behind much of the catastrophe and geopolitical exposure, and reports from the market suggest they are already demanding higher prices and stricter terms. That inevitably raises the cost of risk transfer for Indian insurers, which can then filter through into broader premium inflation across marine cargo, energy, business interruption and related covers.
For the Indian market, the episode is also a reminder that traditional actuarial models, which lean heavily on historical loss experience, may struggle to capture fast-moving geopolitical shocks. Insurers and brokers will need more dynamic risk frameworks, clearer policy language and better communication with clients if they are to price these exposures credibly. In that sense, the message is no longer that geopolitical disruption is an occasional anomaly; it is becoming a permanent feature of the industry’s operating landscape.
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