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Editor’s Note 

The Beaconhouse National University (BNU) Center for Policy Research (BCPR) stands at the 

forefront of Pakistan’s evolving policy landscape, where research, dialogue, and innovation 

converge to shape the country’s development trajectory. Established as BNU’s flagship think 

tank, BCPR was founded with a clear vision: to bridge the gap between academia, civil society, 

and the state through evidence-based policymaking and informed, interdisciplinary discourse. 

BCPR’s remit has expanded beyond socio-economic research, to reflect the full breadth of 

BNU’s academic diversity, allowing BCPR to engage with and provide policy 

recommendations across political, economic, social, and global domains. 

Projects like the China Studies Chair, supported by the Consulate General of China in Lahore, 

anchors BCPR’s work on diplomacy, connectivity, and the evolving dynamics of Pakistan-

China relations, including the Belt and Road Initiative. Global institutional collaborations such 

as the Enriching American Studies (Track II Diplomacy) with the Royal Norwegian Embassy, 

alongside joint initiatives on Unity in Diversity Project with Friedrich-Ebert-Stiftung (FES) 

Pakistan, reflect BCPR’s commitment to fostering constructive international engagement, 

strategic partnerships, and research-based bridge-building across borders. 

In a relatively short span, BCPR has emerged as a trusted convening space for national and 

international thought leadership. Through dialogue platforms such as the Pakistan Talks 

series, to the convening of regular workshops, roundtables, seminars and conferences, BCPR 

has demonstrated how research can translate into practice-oriented solutions; by engaging 

policymakers, academics, diplomats, and practitioners to address issues ranging from 

governance reform and climate resilience to regional geopolitics and national identity.  

Complementing these outputs are BCPR’s broader publications, including research papers, 

policy reports, and The Policy Beacon, its periodic policy review series where academics share 

their research. Together, these works illustrate BCPR’s role in producing actionable, 

academically grounded recommendations while strengthening research capacity among 

students, faculty, and early-career scholars. 

This publication, the Monthly Situational Analysis Report, reflects that very commitment: to 

foster informed dialogue and provide analysis on pressing national, regional, and international 

issues of the previous month. Each edition offers concise yet contextualized analyses of major 

developments, spanning governance, economic policy, foreign relations, climate, national 

security, and socio-economic trends. These insights provide a deeper understanding of 

Pakistan’s place within shifting global dynamics. 

Guided by its Strategic Direction 2025-2030, BCPR continues to expand its reach through 

innovative research, inclusive partnerships, and impactful policy engagements. Its growing 

portfolio reflects a sustained commitment to building a durable bridge between scholarly 

research and real-world policymaking. As BCPR advances its mission to strengthen Pakistan’s 

voice in regional and global policy debates, it reaffirms its role as a hub for knowledge 

diplomacy, institutional collaboration, and evidence-based reform, positioning itself as a vital 

contributor to Pakistan’s policy discourse and its future trajectory. 
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Executive Summary 

March 2026 was defined by a catastrophic rupture in the global security architecture, transitioning 

the international system from coercive diplomacy to unconstrained warfare. The targeted 

decapitation of Iran’s supreme leadership fundamentally altered the Middle Eastern balance of 

power, sparking a multi-front regional conflict that obliterated established maritime transit 

corridors. As the immediate geopolitical fallout triggered severe global energy shocks, the crisis 

simultaneously catalyzed a historic fracturing of the transatlantic security alliance, accelerating the 

transition toward a highly polarized, multipolar global order where nations aggressively prioritized 

sovereign economic survival over legacy multilateral commitments. 

Key developments this month include: 

• The Decapitation Strike and Regional War: A joint US-Israeli military operation 

assassinated Supreme Leader Ayatollah Ali Khamenei, triggering the immediate succession of 

Mojtaba Khamenei. This transition consolidated absolute power within Iran's Islamic 

Revolutionary Guard Corps (IRGC), prompting massive retaliatory strikes across the Gulf, the 

formalization of a Strait of Hormuz blockade, and the end of regional safe-haven neutrality. 

• Transatlantic Fracture and Sovereign Defense: The expansion of the Middle Eastern conflict 

severely fractured the Western alliance. Key European nations, notably the UK and Spain, 

actively denied Washington military base access and refused integration into US-led naval 

coalitions. This divergence accelerated European efforts to forge independent defense 

architectures, highlighted by proposals to expand the French nuclear deterrent across the 

continent. 

• Sino-Russian Strategic Management: Beijing and Moscow systematically utilized the Middle 

Eastern chaos to displace American geopolitical hegemony. By deploying envoys to broker 

regional stability and shielding Tehran at the UN Security Council, the Sino-Russian axis 

positioned itself as the alternative guarantor of Gulf security, while Russia simultaneously 

leveraged the distraction to advance its attritional campaign in Ukraine. 

• Pakistan’s Dual-Front Posture: Islamabad executed unprecedented, deep-penetration strikes 

into Afghanistan to dismantle transnational militant infrastructure. Concurrently, the state 

navigated intense domestic volatility, marked by severe anti-Western protests, by emerging as 

a critical, neutral diplomatic backchannel between Washington and Tehran, while deploying 

sovereign naval escorts to protect its maritime supply chains. 

• Global Energy Crisis and Economic Realignment: The prolonged closure of the Strait of 

Hormuz forced global energy markets into a state of emergency, prompting coordinated G7 and 

IEA strategic reserve deployments. Consequently, major Asian economies, including India, 

decisively bypassed Western sanctions to secure vital energy lifelines from Russian and Iranian 

sources, permanently altering global commodity flows. 
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1. Pakistan’s Evolving Landscape: Sovereign Deterrence and Crisis Management 

In March 2026, Pakistan faced unprecedented simultaneous pressures on its internal 

stability and external security parameters. The rapid escalation of the Middle Eastern war 

generated profound domestic blowback, forcing the civil-military apparatus into an 

emergency alignment to insulate the national economy from severe global energy shocks. 

Externally, Islamabad abandoned strategic restraint on its western border, launching 

systematic military operations deep into Afghan territory, while actively leveraging its 

neutral geopolitical posture to serve as an indispensable diplomatic and logistical bridge in 

the unfolding Gulf crisis. 

1.1 Western Deterrence: Deep Strikes and Border Realities 

Pakistan executed a definitive doctrinal shift regarding its western frontier, transitioning 

from localized border skirmishes to the systematic annihilation of militant logistical nodes 

inside Afghanistan. 

• Dismantling Proxy Infrastructure and Defenses: Following persistent cross-border 

militancy, Pakistan escalated to what officials described as a state of "open war," 

launching unprecedented ground incursions and systematic airstrikes across more than 

22 locations. These operations targeted critical operational hubs, headquarters, and 

militant camps (including Manojba and Jandusar) deep within Kabul, Kandahar, Paktia, 

Jalalabad, Helmand, and Kunar.1 The offensive inflicted catastrophic military damage 

on Afghan Taliban and proxy infrastructure; initial assessments indicate the destruction 

or capture of 73 to 83 Taliban posts and camps, alongside the elimination of over 115 

armored vehicles, tanks, and artillery systems. While the exact human toll remains 

contested in the fog of war, Islamabad reported neutralizing over 274 Taliban fighters 

and injuring 400 more, while Kabul claimed 55 Pakistani military casualties. This high-

intensity campaign fundamentally shattered the Afghan Taliban's defensive posture 

along the Durand Line, forced the closure of key trade routes, and decisively severed 

the operational lifelines of the TTP.2 

 
1  "Pakistan Army Destroys Ammunition Depot of Fitna Al-Khwarij, Afghan Taliban in Khost," Radio Pakistan, March 2, 2026, https://www.radio.gov.pk/02-03-

2026/pakistan-army-destroys-ammunition-depot-of-fitna-al-khwarij-afghan-taliban-in-khost. 
2 "Pakistan Warplanes Bomb Kabul as Clashes with Afghanistan Intensify," Al Jazeera, February 27, 2026, https://www.aljazeera.com/news/2026/2/27/pakistan-warplanes-

bomb-kabul-as-clashes-with-afghanistan-intensify. 

https://www.radio.gov.pk/02-03-2026/pakistan-army-destroys-ammunition-depot-of-fitna-al-khwarij-afghan-taliban-in-khost
https://www.radio.gov.pk/02-03-2026/pakistan-army-destroys-ammunition-depot-of-fitna-al-khwarij-afghan-taliban-in-khost
https://www.aljazeera.com/news/2026/2/27/pakistan-warplanes-bomb-kabul-as-clashes-with-afghanistan-intensify
https://www.aljazeera.com/news/2026/2/27/pakistan-warplanes-bomb-kabul-as-clashes-with-afghanistan-intensify
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• Nullifying Strategic Depth: This high-intensity campaign signals that Islamabad will 

no longer tolerate Kabul’s policy of plausible deniability. By demonstrating a 

willingness to sustain overt warfare, Pakistan effectively nullified the Afghan Taliban’s 

perceived strategic depth, forcing Kabul into a defensive posture.3 

• The Fragile Eid Truce: A temporary ceasefire brokered during the Eid holidays 

provided a brief tactical pause rather than a diplomatic breakthrough. With underlying 

accusations of cross-border terrorism remaining entirely unresolved, the truce served 

primarily to allow both capitals to manage domestic outrage, with military hostilities 

expected to resume rapidly. 

• Diplomatic Defense: At the UN Security Council, Islamabad aggressively defended 

the legitimacy of its unilateral operations against coordinated diplomatic pushback from 

Kabul and New Delhi, framing the strikes as a necessary response to an unchecked 

regional security threat.4 Concurrently, with traditional Gulf mediators (Qatar, Saudi 

Arabia, and Turkey) entirely consumed by the expanding Middle East conflagration, 

China proactively initiated high-level shuttle diplomacy to de-escalate the crisis. Driven 

by the imperative to shield over $65 billion in Belt and Road investments from militant 

spillover, Beijing deployed special envoys and delivered direct de-escalation messaging 

from President Xi Jinping. This intervention successfully tapered the ground fighting 

and prompted Afghan acting Foreign Minister Amir Khan Muttaqi to formally engage 

with Chinese diplomats, signaling Kabul's growing recognition of the need to placate 

regional tensions and potentially return to the negotiating table before its military 

infrastructure is further degraded.5 

1.2 Domestic Volatility and Economic Insulation 

The targeted assassination of Iran's leadership triggered an explosive domestic reaction 

within Pakistan, necessitating rapid state intervention to maintain order and economic 

viability. 

 
3 "Live Updates: 'Righteous Fury': Operation Ghazab lil-Haq," Dawn, March 11, 2026, https://www.dawn.com/live/pak-afghan-clashes. 
4  "Pakistan Rebukes India, Afghan Envoys at UNSC Over Cross-border Militancy Claims," The Express Tribune, March 27, 2026, 

https://tribune.com.pk/story/2596778/pakistan-rebukes-india-afghan-envoys-at-unsc-over-cross-border-militancy-claims. 
5 "China’s Mediation Eases Fighting Between Pakistan and Afghanistan, Sources Say," Reuters, March 12, 2026, https://www.reuters.com/world/china/chinas-mediation-

eases-fighting-between-pakistan-afghanistan-sources-say-2026-03-12/. 

https://www.dawn.com/live/pak-afghan-clashes
https://tribune.com.pk/story/2596778/pakistan-rebukes-india-afghan-envoys-at-unsc-over-cross-border-militancy-claims
https://www.reuters.com/world/china/chinas-mediation-eases-fighting-between-pakistan-afghanistan-sources-say-2026-03-12/
https://www.reuters.com/world/china/chinas-mediation-eases-fighting-between-pakistan-afghanistan-sources-say-2026-03-12/
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• Anti-Western Backlash: The strike ignited massive sectarian and anti-Western 

mobilization across the country. The severe fragility of foreign diplomatic outposts was 

exposed when protesters breached the US consulate in Karachi and torched UN 

facilities in Skardu. This forced the government to walk a precarious tightrope, 

suppressing profound domestic outrage while maintaining vital international security 

relationships.6 

• Civil-Military Alignment on Energy Security: Recognizing the Strait of Hormuz 

blockade as an acute national security threat rather than just a fiscal challenge, 

Pakistan’s entire civil-military apparatus convened to implement emergency energy 

austerity measures. 

• Strategic Economic Hedging: To offset a looming macroeconomic collapse, 

Islamabad aggressively anchored its recovery to Beijing by prioritizing the next phase 

of the China-Pakistan Economic Corridor (CPEC). While the exact project deliverables 

of this phase remain fluid amid the crisis, reinforcing this "All-Weather" alliance 

provides Islamabad with a vital structural financial baseline to survive severe domestic 

energy and trade shocks. Concurrently, Pakistan initiated a calculated diplomatic 

realignment with Dhaka. By collectively voicing concerns over regional stability, both 

highly import-dependent nations are forging a unified diplomatic front. This alignment 

attempts to insulate their economies from impending supply chain disruptions, 

demonstrating a stark pivot where historical adversaries prioritize pragmatic economic 

survival over legacy political grievances.7 

1.3 Diplomatic Mediation and Sovereign Resilience 

Amidst collapsing global alliances, Pakistan capitalized on its strict neutrality to project 

immense geopolitical utility. 

• The Indispensable Backchannel: Islamabad emerged as a primary diplomatic bridge 

between Washington and Tehran. By offering a uniquely neutral venue that heavily 

militarized Gulf states could not provide, Pakistan facilitated shadowy backchannel 

 
6 "Pakistan Police Fire Tear Gas at Protesters Outside US Consulate, Reuters Witness," Reuters, March 1, 2026, https://www.reuters.com/world/asia-pacific/pakistan-police-

fire-tear-gas-protesters-outside-us-consulate-reuters-witness-2026-03-01/. 
7 "PM Shehbaz Reaffirms Commitment to Advance CPEC 2.0," Radio Pakistan, March 26, 2026, https://www.radio.gov.pk/26-03-2026/pm-shehbaz-reaffirms-commitment-

to-advance-cpec-20. 

https://www.reuters.com/world/asia-pacific/pakistan-police-fire-tear-gas-protesters-outside-us-consulate-reuters-witness-2026-03-01/
https://www.reuters.com/world/asia-pacific/pakistan-police-fire-tear-gas-protesters-outside-us-consulate-reuters-witness-2026-03-01/
https://www.radio.gov.pk/26-03-2026/pm-shehbaz-reaffirms-commitment-to-advance-cpec-20
https://www.radio.gov.pk/26-03-2026/pm-shehbaz-reaffirms-commitment-to-advance-cpec-20
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negotiations, attempting to broker a regional de-escalation that would shield its own 

economy from further shockwaves.8 

• Aviation and Maritime Sovereignty: As Middle Eastern flight corridors collapsed, 

Pakistan strategically maintained fully open airspace. This refusal to close its skies 

transformed the country into an indispensable aviation bridge between East and West, 

forcing global carriers to rely on Pakistani routing and temporarily boosting its 

international leverage. 

• Operation Muhafizul Bahr: Rejecting reliance on fractured multinational task forces, 

the Pakistan Navy initiated unilateral maritime escorts for commercial vessels. This 

proactive militarization of its maritime supply chains asserted localized strategic 

autonomy over its critical economic arteries.9 

Table 1: Pakistan’s Strategic & Security Posture (March 2026) 

Domain Event / Operation Strategic Implication 

Cross-Border 

Security 

Deep Strikes in 

Afghanistan 

Systematically targeted TTP nodes in Khost, 

Jalalabad, Paktika, and Bagram; effectively 

nullified Taliban strategic depth. 

Domestic Stability Anti-Western 

Protests 

US Consulate (Karachi) breached; UN facilities 

(Skardu) torched, exposing acute domestic 

volatility following the Khamenei assassination. 

Geopolitical 

Mediation 

US-Iran 

Backchannel 

Leveraged strict neutrality to serve as the 

primary diplomatic bridge between Washington 

and Tehran amidst the Gulf war. 

Maritime/Aviation Operation 

Muhafizul Bahr & 

Open Skies 

Deployed unilateral naval escorts to secure 

import lifelines; maintained open airspace, 

becoming a vital global aviation corridor. 

Economic 

Diplomacy 

CPEC Expansion & 

Dhaka Thaw 

Anchored economic recovery to Beijing while 

aligning with Bangladesh to form a unified front 

against global energy shocks. 

 

2. South Asia: Economic Hedging and New Security Architectures 

The catastrophic escalation in the Middle East functioned as a massive stress test for South 

Asia in March 2026. As the Strait of Hormuz blockade triggered severe energy shocks, the 

region’s traditional diplomatic architectures fractured. South Asian capitals aggressively 

 
8 AFP, "Pakistan PM Says Held Talks with Iranian President," Arab News, March 23, 2026, https://arab.news/8rk6d. 
9 "Pakistan Navy Launches Operation Muhafizul Bahr to Counter Threats to Shipping, Maritime Trade: ISPR," Dawn, March 25, 2026, https://www.dawn.com/news/1980190. 

https://arab.news/8rk6d
https://www.dawn.com/news/1980190
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prioritized sovereign economic survival over legacy multilateral alignments. India executed a 

complex, multi-vector hedging strategy to secure its energy lifelines, while China actively 

stepped into the regional diplomatic void to mediate the intensifying conflict between Pakistan 

and Afghanistan. 

2.1 India’s Energy Realignment and Currency Vulnerability 

New Delhi explicitly decoupled its energy security strategy from Washington’s collapsing 

geopolitical initiatives, prioritizing uninterrupted supply chains over alliance compliance. 

• Bypassing the US Maritime Coalition: As Washington struggled to assemble a naval 

armada to break the Iranian blockade, India successfully utilized back-channel 

diplomacy with Tehran to secure safe transit for its commercial vessels. This bilateral 

maneuvering allowed New Delhi to bypass the high-risk US military coalition, 

effectively rewarding Iran's selective maritime embargo and severely complicating 

American efforts to maintain security dominance in the Persian Gulf.10 

• Tapping Russian and Iranian Crude: To neutralize its exposure to the collapsing 

Middle Eastern supply chains, India rapidly pivoted to offshore, floating Russian crude 

inventories. Simultaneously, New Delhi exploited a temporary US sanctions waiver to 

secure a vital Iranian oil lifeline, providing Tehran with a sudden influx of hard 

currency. This transactional pivot structurally locked South Asia back into Moscow's 

economic orbit while shattering the unified Western economic blockade against Iran.11 

• Rupee Fragility and the Yuan: The sudden surge in global oil prices laid bare India’s 

acute macroeconomic vulnerabilities. Financial institutions actively bet against the 

Indian rupee in favor of the Chinese yuan, forcing New Delhi to scramble for alternative 

energy to prevent severe capital flight. This currency divergence granted Beijing a 

massive geopolitical advantage, allowing it to leverage its strategic reserves to 

dominate Asian markets while India struggled to contain imported inflation.12 

 
10  Henry Foy, "India Hails Talks with Iran to Open Strait of Hormuz," Financial Times, March 15, 2026, https://www.ft.com/content/c8ef2abd-964d-4b8a-8dab-

3a7a25055f53. 
11 "Indian Refiners Tap Russian Oil Floating Offshore, Sources Say," Reuters, March 5, 2026, https://www.reuters.com/business/energy/indian-refiners-tap-russian-oil-

floating-offshore-sources-say-2026-03-05/. 
12 "Iran War Spotlights India Rupee's Vulnerability, Banks Pitch Cross-currency Trades," Reuters, March 18, 2026, https://www.reuters.com/world/india/iran-war-spotlights-

india-rupees-vulnerability-banks-pitch-cross-currency-trades-2026-03-18/. 

https://www.ft.com/content/c8ef2abd-964d-4b8a-8dab-3a7a25055f53
https://www.ft.com/content/c8ef2abd-964d-4b8a-8dab-3a7a25055f53
https://www.reuters.com/business/energy/indian-refiners-tap-russian-oil-floating-offshore-sources-say-2026-03-05/
https://www.reuters.com/business/energy/indian-refiners-tap-russian-oil-floating-offshore-sources-say-2026-03-05/
https://www.reuters.com/world/india/iran-war-spotlights-india-rupees-vulnerability-banks-pitch-cross-currency-trades-2026-03-18/
https://www.reuters.com/world/india/iran-war-spotlights-india-rupees-vulnerability-banks-pitch-cross-currency-trades-2026-03-18/
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2.2 The Pakistan-Afghanistan Frontier and Chinese Mediation 

The western border experienced high-intensity conflict before transitioning into a precarious, 

externally mediated holding pattern. 

• The Strategic Shift in Deterrence: As detailed in Section 1, Pakistan fundamentally 

altered its deterrence posture by executing deep-penetration strikes against TTP and 

allied proxy logistical nodes in Khost, Jalalabad, Paktika, and facilities operating out of 

the Bagram air base. This demonstrated a sovereign refusal to tolerate Kabul’s policy 

of plausible deniability regarding militant sanctuaries. 

• Beijing as the Regional Guarantor: With traditional Western and Gulf mediators 

consumed by the Middle East conflagration, China actively stepped into the diplomatic 

void to mediate the escalating Pakistan-Afghanistan border war. Driven by the 

imperative to shield its massive Belt and Road (CPEC) infrastructure from militant 

spillover, Beijing's intervention cemented its role as the indispensable geopolitical 

powerbroker in South Asia.13 

2.3 Shifting Bilateral Alliances: Dhaka and Jerusalem 

Regional actors rapidly adjusted their bilateral engagements to mitigate the economic and 

diplomatic fallout of the Gulf war. 

• The Islamabad-Dhaka Alignment: Driven by shared vulnerabilities to the escalating 

Middle Eastern conflict, Islamabad and Dhaka initiated a calculated diplomatic thaw. 

By collectively voicing concerns over regional stability, Pakistan and Bangladesh 

attempted to forge a unified front to insulate their highly import-dependent economies 

from impending energy and supply chain shocks. This realignment highlights how 

severe external geopolitical shocks are forcing historically estranged neighbors to 

prioritize pragmatic economic security over legacy grievances.14 

• India’s Middle East Balancing Act: Prime Minister Modi’s diplomatic engagements 

in Jerusalem signaled an intent to aggressively upgrade technological and defense 

cooperation with Israel despite the explosive regional volatility. However, Netanyahu’s 

push to recruit India into a formal anti-Iran coalition directly clashed with New Delhi’s 

 
13 "China’s Mediation Eases Fighting Between Pakistan, Afghanistan, Sources Say," Reuters, March 12, 2026, https://www.reuters.com/world/china/chinas-mediation-eases-

fighting-between-pakistan-afghanistan-sources-say-2026-03-12/. 
14 "Pakistan, Bangladesh Agree to Enhance Bilateral Cooperation," Radio Pakistan, March 11, 2026, https://www.radio.gov.pk/11-03-2026/pakistan-bangladesh-agree-to-

enhance-bilateral-cooperation. 

https://www.reuters.com/world/china/chinas-mediation-eases-fighting-between-pakistan-afghanistan-sources-say-2026-03-12/
https://www.reuters.com/world/china/chinas-mediation-eases-fighting-between-pakistan-afghanistan-sources-say-2026-03-12/
https://www.radio.gov.pk/11-03-2026/pakistan-bangladesh-agree-to-enhance-bilateral-cooperation
https://www.radio.gov.pk/11-03-2026/pakistan-bangladesh-agree-to-enhance-bilateral-cooperation
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critical economic reliance on Gulf diaspora remittances and energy imports. This forces 

India to thread a delicate needle: securing vital Israeli military hardware while quietly 

dodging entanglement in a US-Iran escalation that would devastate its broader strategic 

interests.15 

 

Table 2: South Asian Strategic Realignment Matrix (March 2026) 

Actor Strategic Initiative Core Objective Geopolitical Implication 

India Secured Hormuz transit via 

Iran backchannel; absorbed 

Russian/Iranian crude. 

Insulate domestic economy 

from energy shocks; defend 

Rupee against Yuan. 

Bypassed US maritime 

coalition; shattered Western 

sanctions architecture. 

China Mediated the Pak-Afghan 

border conflict. 

Protect CPEC infrastructure 

from militant spillover. 

Displaced legacy US/Gulf 

influence; cemented role as 

South Asia's primary security 

guarantor. 

Pakistan Executed deep strikes into 

Afghanistan (Bagram, Khost). 

Dismantle TTP proxy 

networks and enforce 

sovereign red lines. 

Nullified Taliban strategic 

depth; forced Kabul into 

defensive diplomatic posture. 

Bangladesh Aligned with Islamabad on 

economic security. 

Mitigate vulnerability to 

global energy and supply 

chain disruptions. 

Thawed historically frozen 

bilateral ties; diluted traditional 

Indian regional dominance. 

Israel Pressured New Delhi to join 

anti-Iran coalition during 

Modi visit. 

Broaden diplomatic support 

for its multi-front military 

campaign. 

Tested the limits of India's non-

alignment and its reliance on 

Gulf remittances. 

 

3. The Shifting Global Order: Transatlantic Fracture and Multipolar Consolidation 

The Middle Eastern conflagration catalyzed a profound structural shift in the global order 

during March 2026. The crisis actively fractured the traditional transatlantic security alliance, 

as European capitals prioritized regional economic stability over participation in US-led 

military campaigns. Concurrently, the Sino-Russian bloc systematically manages this Western 

disunity to expand its diplomatic footprint and advance alternative multipolar security 

architectures. In Eastern Europe, the Ukraine conflict settled into a brutal war of attrition, with 

NATO’s eastern flank accelerating localized defense integration to compensate for distracted 

global superpowers. 

 
15 "India's Modi Visits Israel as US-Iran Tensions Mount," Reuters, February 25, 2026, https://www.reuters.com/world/india/indias-modi-visits-israel-us-iran-tensions-

mount-2026-02-25/. 

https://www.reuters.com/world/india/indias-modi-visits-israel-us-iran-tensions-mount-2026-02-25/
https://www.reuters.com/world/india/indias-modi-visits-israel-us-iran-tensions-mount-2026-02-25/
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3.1 Transatlantic Fracture and European Strategic Autonomy 

The US-led offensive in the Middle East exposed a critical breaking point within NATO, 

transitioning European calls for "strategic autonomy" from political rhetoric to operational 

reality. 

• Denial of Base Access and Diplomatic Ruptures: The traditional Western security 

consensus collapsed as key allies explicitly blocked American military maneuvers. The 

UK government, led by Prime Minister Starmer, denied the US use of British air bases 

for Middle Eastern operations, fundamentally chilling the "Special Relationship."16 

Furthermore, Spain permanently severed diplomatic ties with Israel and rejected US 

base access, setting a precedent for European resistance to the expanding military 

campaign.17 

• Independent Maritime and Nuclear Posturing: Rejecting Washington’s call for a 

unified Hormuz naval coalition, European nations pursued independent security 

arrangements. Following strikes near Cyprus, the unprecedented deployment of French 

and allied naval assets to the island permanently transformed the Eastern Mediterranean 

into a heavily fortified European maritime buffer zone, operating completely outside of 

US command.18 Concurrently, France proposed extending its national nuclear umbrella 

across Europe, signaling a permanent, structural transatlantic divide over security 

policy.19 

• The G7 Paralysis and the Deepening NATO Rift: The diplomatic friction culminated 

in an erratic G7 summit that failed to produce a customary joint communique. European 

partners treated the summit not as a collaborative policy forum, but as an urgent 

 
16  "Trump ‘Very Disappointed’ with UK’s Starmer for Blocking Use of Air Bases, Telegraph Says," Arab News, February 27, 2026, 

https://www.arabnews.com/node/2634995/world. 
17 "Spain's Sanchez to Trump: You Cannot Play Russian Roulette with Destiny of Millions," Reuters, March 4, 2026, https://www.reuters.com/business/aerospace-

defense/spains-sanchez-trump-you-cannot-play-russian-roulette-with-destiny-millions-2026-03-04/. 
18 "European Countries Deploy Military Assets to Cyprus After Iranian Attack on UK Base," France 24, March 5, 2026, https://www.france24.com/en/europe/20260305-

european-countries-deploy-military-assets-cyprus-after-iranian-attack-uk-base. 
19 "France Will Never Take Part in Operations to Unblock Hormuz Strait Amid Hostilities," Reuters, March 17, 2026, https://www.reuters.com/world/france-will-never-take-

part-operations-unblock-hormuz-strait-amid-hostilities-2026-03-17/. 

https://www.arabnews.com/node/2634995/world
https://www.reuters.com/business/aerospace-defense/spains-sanchez-trump-you-cannot-play-russian-roulette-with-destiny-millions-2026-03-04/
https://www.reuters.com/business/aerospace-defense/spains-sanchez-trump-you-cannot-play-russian-roulette-with-destiny-millions-2026-03-04/
https://www.france24.com/en/europe/20260305-european-countries-deploy-military-assets-cyprus-after-iranian-attack-uk-base
https://www.france24.com/en/europe/20260305-european-countries-deploy-military-assets-cyprus-after-iranian-attack-uk-base
https://www.reuters.com/world/france-will-never-take-part-operations-unblock-hormuz-strait-amid-hostilities-2026-03-17/
https://www.reuters.com/world/france-will-never-take-part-operations-unblock-hormuz-strait-amid-hostilities-2026-03-17/
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intervention to extract concrete exit strategies from the US administration. 20  This 

political paralysis mirrored a catastrophic collapse of trust within NATO. Denmark’s 

extreme Greenland defense plan, where European nations actively coordinated a joint 

military deterrence strategy anticipating unpredictable American maneuvers, 

completely shattered the alliance's foundational cohesion. As Washington publicly 

lashed out at NATO members for abandoning the US-led Iran war, the severe rift 

confirmed that Europe is now actively decoupling from American geopolitical 

leverage.21 

3.2 The Sino-Russian Strategic Offensive 

Beijing and Moscow actively utilized the geopolitical vacuum created by the Middle Eastern 

crisis to consolidate their multipolar alliance and displace American hegemonic influence. 

• Diplomatic Shielding and the 5-Point Plan: At the UN Security Council, China and 

Russia established a polarized global order by explicitly shielding Tehran from renewed 

Western sanctions. Simultaneously, Beijing deployed a special Gulf envoy and 

introduced a five-point peace framework, strategically positioning China as the primary 

diplomatic alternative to Washington and courting Global South nations alienated by 

Western military interventions.22 

• Ocean Mapping and Submarine Warfare: China escalated its long-term strategic 

preparations by deploying civilian research fleets to map critical global chokepoints 

and US military hubs. This unchecked civil-military fusion is designed to strip the US 

of its acoustic advantage in underwater combat, establishing the prerequisite data for 

China to project its nuclear submarine fleet into the broader Pacific and Indian Oceans. 

• Energy Coercion and Taiwan's Vulnerability: Capitalizing on the severe energy 

crisis triggered by the Middle Eastern conflict, Beijing executed a campaign of 

economic coercion by offering energy-starved Taiwan guaranteed oil and power 

supplies in exchange for peaceful reunification. Noting that Taiwan imports 

 
20 "G7 Allies Meet Against Backdrop of Wars in Ukraine, Iran with Unpredictable US," Reuters, March 26, 2026, https://www.reuters.com/world/europe/g7-allies-meet-

against-backdrop-wars-ukraine-iran-with-unpredictable-us-2026-03-26/. 
21 "Denmark Proposes Greenland Defense Plan, Straining NATO Ties with Washington," Reuters, March 26, 2026, https://www.reuters.com/world/europe/denmark-

proposes-greenland-defense-plan-straining-nato-ties-with-washington-2026-03-26/. 

22 "China Proposes Five-Point Plan on Iran Conflict," The Express Tribune, March 25, 2026, https://tribune.com.pk/story/2596640/china-proposes-five-point-plan-on-iran-

conflict. 

https://www.reuters.com/world/europe/g7-allies-meet-against-backdrop-wars-ukraine-iran-with-unpredictable-us-2026-03-26/
https://www.reuters.com/world/europe/g7-allies-meet-against-backdrop-wars-ukraine-iran-with-unpredictable-us-2026-03-26/
https://www.reuters.com/world/europe/denmark-proposes-greenland-defense-plan-straining-nato-ties-with-washington-2026-03-26/
https://www.reuters.com/world/europe/denmark-proposes-greenland-defense-plan-straining-nato-ties-with-washington-2026-03-26/
https://tribune.com.pk/story/2596640/china-proposes-five-point-plan-on-iran-conflict
https://tribune.com.pk/story/2596640/china-proposes-five-point-plan-on-iran-conflict
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approximately 70 percent of its crude oil, Chinese officials publicly framed integration 

as the only viable solution to the island's resource insecurity. While Taipei rejected this 

'energy-for-sovereignty' ultimatum, the maneuver highlights China's willingness to 

weaponize the global supply chain collapse to aggressively advance its territorial 

agenda.23 

• South China Sea Militarization: Exploiting the geopolitical distraction of the Gulf 

war, China rapidly accelerated its land reclamation and military fortification activities 

in the South China Sea. Recent intelligence reveals extensive dredging and the 

construction of new military infrastructure on disputed maritime features, specifically 

Antelope Reef in the Paracel Islands.24 This opportunistic expansion of its gray-zone 

outposts aims to permanently alter the maritime status quo and project power across 

critical international trade routes while the United States remains structurally 

overextended in the Middle East. 

• Russian Economic Exploitation: Moscow aggressively capitalized on the Middle East 

crisis to fund its ongoing war in Ukraine. By rapidly redirecting its tanker fleet to 

circumvent the closed Strait of Hormuz and restore its dominant market share in India, 

Russia neutralized Western tariff threats and permanently accelerated Eurasian energy 

integration at the expense of US strategic leverage. 

3.3 Ukraine Attrition and Eastern European Defense Integration 

As global attention pivoted to the Gulf, the Ukraine conflict experienced severe diplomatic 

stagnation and intense infrastructural degradation, forcing localized defense adaptations. 

• EU Hesitation Stalls Peace Settlements: Brussels’ strict refusal to bypass traditional 

EU accession protocols for Ukraine deprived President Zelenskyy of the vital political 

anchor required to sell a compromised peace settlement domestically. This hesitation 

forces a "gradual integration" model, leaving Kyiv in a precarious geopolitical limbo.25 

 
23 "China Promises Taiwan Unlimited Energy Upon Reunification," Business Today, April 1, 2026, https://www.businesstoday.com.my/2026/04/01/china-promises-taiwan-

unlimited-energy-upon-reunification/. 
24 "Antelope Reef Could Now Be the Largest Island in the South China Sea," Asia Maritime Transparency Initiative (CSIS), March 20, 2026, https://amti.csis.org/antelope-

reef-could-now-be-the-largest-island-in-the-south-china-sea/. 
25 "European Capitals Push Back as Ukraine Seeks Fast-track EU Membership," Reuters, March 3, 2026, https://www.reuters.com/world/european-capitals-push-back-

ukraine-seeks-fast-track-eu-membership-2026-03-03/. 

https://www.businesstoday.com.my/2026/04/01/china-promises-taiwan-unlimited-energy-upon-reunification/
https://www.businesstoday.com.my/2026/04/01/china-promises-taiwan-unlimited-energy-upon-reunification/
https://amti.csis.org/antelope-reef-could-now-be-the-largest-island-in-the-south-china-sea/
https://amti.csis.org/antelope-reef-could-now-be-the-largest-island-in-the-south-china-sea/
https://www.reuters.com/world/european-capitals-push-back-ukraine-seeks-fast-track-eu-membership-2026-03-03/
https://www.reuters.com/world/european-capitals-push-back-ukraine-seeks-fast-track-eu-membership-2026-03-03/
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• Infrastructural Warfare: Moscow launched relentless bombardments against critical 

Ukrainian energy and logistical nodes, including devastating strikes on Kharkiv and the 

Danube port of Izmail. These attacks aimed to strangle Ukraine's economic lifeline and 

global agricultural exports, prompting reciprocal Ukrainian drone swarms targeting 

Moscow to force the physical costs of the conflict onto the Russian public.26 

• NATO’s Eastern Sanctuary: To shield Kyiv’s vulnerable defense industrial base from 

Russian bombardment, Eastern European NATO members initiated joint drone 

production pacts. By onshoring Ukrainian manufacturing within secure NATO 

sanctuaries and expanding F-16 training pipelines, nations like Romania are 

establishing an indispensable, localized logistical anchor for long-term Ukrainian 

resistance.27 

3.4 Implications for Pakistan 

The fragmentation of the global order presents Islamabad with a highly complex geopolitical 

environment, offering distinct diplomatic opportunities alongside severe economic risks. 

• The Diplomatic Premium: The collapse of traditional Western diplomatic channels in 

the Middle East has drastically elevated Pakistan's strategic utility. By serving as an 

indispensable, neutral backchannel between the US and Iran, Pakistan has the 

opportunity to extract significant geopolitical and economic concessions from 

Washington without compromising its critical relationships with Beijing or the Islamic 

world. 

• Navigating the Sino-Russian Axis: As the transatlantic alliance fractures, Pakistan's 

decision to anchor its economic recovery to the next phase of the China-Pakistan 

Economic Corridor (CPEC) provides a vital structural baseline. However, the 

deepening integration of the Sino-Russian energy and security bloc requires Islamabad 

to carefully manage its remaining Western ties to avoid being entirely subsumed into a 

polarized, anti-Western geopolitical camp. 

 

 

 
26 "Russian Attacks Kill Two in Ukraine's Kharkiv, Damage Infrastructure on Danube," Reuters, March 26, 2026, https://www.reuters.com/world/russian-attacks-kill-two-

ukraines-kharkiv-damage-infrastructure-danube-2026-03-26/. 
27  "Romania Signs Deal with Ukraine for Joint Defence Production, Including Drones," Reuters, March 12, 2026, https://www.reuters.com/business/aerospace-

defense/romania-signs-deal-with-ukraine-joint-defence-production-including-drones-2026-03-12/. 

https://www.reuters.com/world/russian-attacks-kill-two-ukraines-kharkiv-damage-infrastructure-danube-2026-03-26/
https://www.reuters.com/world/russian-attacks-kill-two-ukraines-kharkiv-damage-infrastructure-danube-2026-03-26/
https://www.reuters.com/business/aerospace-defense/romania-signs-deal-with-ukraine-joint-defence-production-including-drones-2026-03-12/
https://www.reuters.com/business/aerospace-defense/romania-signs-deal-with-ukraine-joint-defence-production-including-drones-2026-03-12/


 

 

16 March 2026 

 

SITUATIONAL ANALYSIS REPORT 

Table 3: Global Order & Multipolar Realignment Matrix (March 2026) 

Actor / 

Bloc 

Strategic Action Primary Objective Systemic Implication 

United 

States 

Conducted unilateral Middle 

East campaign; pressed for 

rapid Ukraine settlement. 

Enforce regime change; 

limit multi-front military 

overextension. 

Isolated from traditional allies; 

fractured NATO solidarity and 

G7 unity. 

European 

Union 

Denied US base access (UK, 

Spain); proposed French 

nuclear umbrella. 

Shield domestic economies 

from war; assert strategic 

autonomy. 

Accelerated structural 

decoupling from the US 

security umbrella. 

China Advanced 5-point peace plan; 

mapped global ocean 

chokepoints. 

Displace US Gulf 

hegemony; prepare for 

Pacific naval projection. 

Consolidated role as 

alternative global arbiter and 

high-tech military rival. 

Russia Exploited Gulf oil shock; 

expanded infrastructural 

strikes in Ukraine. 

Fund attritional war; 

exhaust Ukrainian and 

Western resilience. 

Deepened Eurasian energy 

integration; stabilized domestic 

war economy. 

Pakistan Facilitated US-Iran 

backchannels; deepened 

CPEC integration. 

Project global diplomatic 

utility; secure 

macroeconomic baselines. 

Elevated geopolitical standing 

amidst the collapse of 

traditional multilateralism. 

 

4. The Middle East Conflagration: Decapitation, Blockades, and Multi-Front War 

In March 2026, the Middle Eastern security architecture experienced a catastrophic structural 

collapse. The joint US-Israeli assassination of Supreme Leader Ayatollah Ali Khamenei 

transformed a period of coercive diplomacy into an unconstrained, multi-front regional war. 

As Washington and Jerusalem pursued a comprehensive decapitation strategy to dismantle 

Iran's operational capacity, Tehran successfully consolidated its hardline leadership and 

executed devastating transnational retaliations. This systemic escalation violently erased the 

illusion of Gulf neutrality, paralyzed global maritime chokepoints, and initiated prolonged 

military occupations in the Levant. 

4.1 Decapitation Strikes and Iranian Regime Consolidation 

The US and Israel transitioned from a retaliatory posture to a systematic campaign aimed at 

permanently crippling the Islamic Republic's leadership and conventional deterrence. 

• The Khamenei Assassination and Succession: The targeted killing of Ayatollah Ali 

Khamenei fundamentally destabilized the region. However, the immediate dynastic 

elevation of Mojtaba Khamenei preserved the regime's operational continuity. By 

consolidating absolute state power within the Islamic Revolutionary Guard Corps 
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(IRGC), this succession foreclosed near-term diplomatic off-ramps and guaranteed a 

prolonged war of attrition.28 

• Elimination of Pragmatists: Israel’s subsequent assassination of Iran’s top security 

chief and pragmatic statesman, Ali Larijani, eliminated remaining moderate 

coordinators. This empowered armed forces units to execute self-directed, 

uncompromising retaliatory campaigns, replacing conventional deterrence with 

unpredictable asymmetric warfare. 

• Military Escalation and Subterranean Warfare: Militarily, the US sank the Iris 

Dena and dismantled Iranian coastal defenses to establish air supremacy. In response 

to this surface-level destruction, Israel escalated to subterranean warfare, utilizing 

bunker-busting munitions to systematically target Iran's deeply buried ballistic missile 

infrastructure. Concurrently, the Pentagon’s 200 billion USD funding request and the 

deployment of heavy armor and airborne troops signaled Washington's preparation for 

a full-scale, protracted ground invasion.29 

4.2 The Gulf Maritime War and the End of Safe Havens 

Tehran leveraged its geographic positioning and proxy networks to exact severe economic tolls 

on the US and its regional partners, effectively internationalizing the conflict. 

• Shattering Gulf Neutrality: Iranian drone and missile strike penetrated air defenses in 

the UAE, Kuwait, and Saudi Arabia. The unprecedented strikes on Dubai 

fundamentally shattered the cities carefully cultivated image as an insulated safe haven, 

threatening a destabilizing demographic exodus of its expatriate workforce and forcing 

Emirati leadership into an existential economic crisis. 

• The Selective Hormuz Blockade: Under Mojtaba Khamenei, Iran formalized the 

closure of the Strait of Hormuz. However, Tehran employed a highly calculated 

selective blockade, offering safe transit to neutral nations while explicitly targeting 

American and Israeli assets. This strategy successfully fractured Washington’s 

 
28 "Iran Crisis Live: Explosions in Tehran as Israel Announces Strike," Reuters, February 28, 2026, https://www.reuters.com/world/iran-crisis-live-explosions-tehran-israel-

announces-strike-2026-02-28/. 
29 "Pentagon Seeks More Than $200 Billion in Budget Request for Iran War, Washington Post Says," Reuters, March 18, 2026, https://www.reuters.com/world/us/pentagon-

seeks-more-than-200-billion-budget-request-iran-war-washington-post-2026-03-18/. 

https://www.reuters.com/world/iran-crisis-live-explosions-tehran-israel-announces-strike-2026-02-28/
https://www.reuters.com/world/iran-crisis-live-explosions-tehran-israel-announces-strike-2026-02-28/
https://www.reuters.com/world/us/pentagon-seeks-more-than-200-billion-budget-request-iran-war-washington-post-2026-03-18/
https://www.reuters.com/world/us/pentagon-seeks-more-than-200-billion-budget-request-iran-war-washington-post-2026-03-18/


 

 

18 March 2026 

 

SITUATIONAL ANALYSIS REPORT 

proposed naval coalition, as major economic powers prioritized backdoor deals with 

Tehran over joining a high-risk US escort mission.30 

• The Bab al-Mandab Secondary Front: The maritime crisis was exponentially 

expanded when Houthi forces threatened the Bab al-Mandab Strait. This synchronized 

proxy strategy trapped global commercial shipping between two vital chokepoints, 

maximizing Tehran's economic leverage without requiring direct Iranian military 

overextension.31 

4.3 The Levant: Prolonged Occupation and Institutional Collapse 

As the Gulf conflict consumed global attention, Israel aggressively expanded its territorial and 

military objectives across its northern and eastern frontiers. 

• Southern Lebanon Occupation: Israel’s ground offensive escalated into a campaign 

of permanent territorial conquest. By systematically destroying civilian bridges and 

displacing populations, the IDF actively established the infrastructural groundwork for 

a prolonged occupation of Lebanese territory south of the Litani River, severely 

sabotaging Beirut's attempts at diplomatic negotiations.32 

• The Outlawing of Hezbollah: In a desperate bid to shield the fragile state from total 

destruction, Lebanese Prime Minister Salam issued an unprecedented decree outlawing 

Hezbollah's military wing. This unilateral disarmament attempt stripped the group of 

its domestic legitimacy but risked plunging Lebanon into a catastrophic civil war. 

• The Al-Aqsa Flashpoint: Israel indefinitely shuttered the Al-Aqsa Mosque during 

Ramadan. This severe alteration of the legal status quo transformed a localized security 

measure into a profound religious flashpoint, uniting a diverse Islamic bloc against Tel 

Aviv's territorial authority and virtually ensuring heightened asymmetric retaliation. 

 
30 Danya Saperstein, "Strait of Hormuz Open to Everyone but US, Israel, Iranian FM Araghchi Says," The Jerusalem Post, March 15, 2026, https://www.jpost.com/middle-

east/iran-news/article-889918. 
31 "Yemen’s Houthis Ready to Join Iran War if Needed, Raising New Shipping Risk," Reuters, March 26, 2026, https://www.reuters.com/world/middle-east/yemens-houthis-

ready-join-iran-war-if-needed-raising-new-shipping-risk-2026-03-26/. 
32 "Israeli Minister Calls for Annexation of Southern Lebanon," Reuters, March 23, 2026, https://www.reuters.com/world/middle-east/israeli-minister-calls-annexation-

southern-lebanon-2026-03-23/. 

https://www.jpost.com/middle-east/iran-news/article-889918
https://www.jpost.com/middle-east/iran-news/article-889918
https://www.reuters.com/world/middle-east/yemens-houthis-ready-join-iran-war-if-needed-raising-new-shipping-risk-2026-03-26/
https://www.reuters.com/world/middle-east/yemens-houthis-ready-join-iran-war-if-needed-raising-new-shipping-risk-2026-03-26/
https://www.reuters.com/world/middle-east/israeli-minister-calls-annexation-southern-lebanon-2026-03-23/
https://www.reuters.com/world/middle-east/israeli-minister-calls-annexation-southern-lebanon-2026-03-23/
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4.4 Implications for Pakistan 

The systemic collapse of Middle Eastern security architectures places Islamabad in a highly 

precarious position, threatening its diaspora, energy security, and regional defense obligations. 

• Diaspora and Remittance Vulnerability: The tragic deaths of Pakistani expatriates 

from missile debris in Dubai starkly exposed the direct threat the Gulf war poses to 

Islamabad's diaspora and vital remittance lifelines. As the conflict bleeds into 

commercial hubs, the government faces mounting domestic pressure to protect its 

overseas citizens without being dragged into the proxy war. 

• The Saudi Defense Pact Dilemma: Pakistan’s mutual defense pact with Riyadh has 

become a severe strategic liability. If Saudi Arabia forces Islamabad to honor this treaty 

amid escalating Iranian missile strikes, Pakistan risks being dragged into a devastating 

two-front war, severely overextending its military while threatening to ignite massive 

sectarian unrest among its 40 million-strong Shia population.33 

• Leveraging Neutrality: To mitigate these existential risks, Pakistan must rigidly 

maintain its diplomatic neutrality. By actively rebuking international pressure and 

serving as the primary mediator between Washington and Tehran, Islamabad can 

project its diplomatic utility to secure vital financial buffers from allies while isolating 

itself from direct kinetic engagement. 

Table 4: Middle East Conflict & Escalation Matrix (March 2026) 

Actor Tactical Operation Strategic Objective Regional Implication 

United States 

/ Israel 

Assassinated Supreme 

Leader Khamenei and Ali 

Larijani; sank Iris Dena. 

Execute absolute 

decapitation; dismantle 

conventional naval 

deterrence. 

Ignited multi-front war; forced 

Iran into asymmetric, hardline 

consolidation. 

Iran (IRGC) Elevated Mojtaba 

Khamenei; launched 

cluster/missile strikes on 

UAE, Riyadh, Israel. 

Ensure regime continuity; 

shatter Gulf safe-haven 

neutrality. 

Internationalized the conflict; 

exposed critical vulnerabilities 

in allied air defense grids. 

Iran / Proxies Executed selective Hormuz 

blockade; Houthis 

threatened Bab al-Mandab. 

Isolate US/Israel 

economically; weaponize 

global energy supply 

chains. 

Fractured US naval coalition 

efforts; trapped commercial 

shipping between dual 

chokepoints. 

 
33 Humza Jilani and Lucy Fisher, "Pakistan Signals Saudi Pact Could Draw It Into Iran War," Financial Times, March 4, 2026, https://www.ft.com/content/3f67fdd9-8d85-

485a-980a-addab8f1a540. 

https://www.ft.com/content/3f67fdd9-8d85-485a-980a-addab8f1a540
https://www.ft.com/content/3f67fdd9-8d85-485a-980a-addab8f1a540
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Israel Expanded ground 

operations south of Litani 

River; closed Al-Aqsa 

Mosque. 

Establish permanent 

military buffer zone; 

assert unilateral territorial 

control. 

Destroyed Levant diplomatic 

off-ramps; united Islamic bloc 

against Tel Aviv. 

Lebanon Outlawed Hezbollah's 

military wing via Prime 

Ministerial decree. 

Shield the state from 

Israeli bombardment; 

force proxy disarmament. 

Stripped Hezbollah of legal 

standing; risked catastrophic 

internal civil war. 

Gulf States 

(UAE/KSA) 

Advocated for UN 

intervention; distanced from 

US military planning. 

Protect critical oil/capital 

infrastructure from direct 

Iranian retaliation. 

Signaled the end of automatic 

US regional alignment; 

prioritized sovereign economic 

survival. 

 

5. Technological & Strategic Futures: AI Bifurcation and Resource Nationalism 

In March 2026, the intersection of advanced technology and geopolitical conflict accelerated 

the permanent fracturing of global supply chains. As the Middle Eastern war disrupted 

traditional energy markets, major powers aggressively weaponized trade policies to secure 

dominance over artificial intelligence, sovereign digital infrastructure, and critical minerals. 

Beijing executed a highly coordinated strategy to dominate the open-source AI and physical 

robotics sectors, neutralizing Western export controls. Simultaneously, a wave of 

unprecedented regulatory crackdowns across the US and Europe signaled the definitive end of 

the unregulated social media era, forcing a structural overhaul of global digital governance. 

5.1 Artificial Intelligence and Sovereign Tech Architectures 

The global artificial intelligence ecosystem underwent a severe bifurcation, driven by massive 

corporate capital expenditures and aggressive state-level protectionism. 

• China’s Open-Source Supremacy and Robotics: Beijing strategically leveraged 

heavily discounted, open-source AI models to cultivate a global reliance on its 

foundational software. By continuously aggregating real-world industrial data from 

international users, China is rapidly constructing an insurmountable lead in embodied 

AI and physical robotics, effectively rendering Washington’s aggressive semiconductor 

export controls obsolete.34 

 
34  "China’s Open-source Dominance Threatens US AI Lead, US Advisory Body Warns," Reuters, March 23, 2026, https://www.reuters.com/business/autos-

transportation/chinas-open-source-dominance-threatens-us-ai-lead-us-advisory-body-warns-2026-03-23/. 

https://www.reuters.com/business/autos-transportation/chinas-open-source-dominance-threatens-us-ai-lead-us-advisory-body-warns-2026-03-23/
https://www.reuters.com/business/autos-transportation/chinas-open-source-dominance-threatens-us-ai-lead-us-advisory-body-warns-2026-03-23/
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• Exit Bans and M&A Paralysis: To protect its sovereign tech advancements, Beijing 

weaponized travel restrictions against key AI founders. This regulatory intervention 

forces Western tech giants to abandon Chinese merger and acquisition strategies, 

trapping innovative startups within the domestic market and forcing US companies to 

build advanced automation capabilities entirely in-house. 

• Cloud Consolidation and Defense Dependencies: Domestically, Amazon committed 

hundreds of billions in upfront capital expenditure for AI infrastructure, effectively 

locking in future cloud dominance and dictating enterprise-grade AI pricing for the next 

decade. Meanwhile, the Pentagon's anticipated flood of national security waivers 

revealed a deep, near-impossible entanglement with commercial AI models, forcing the 

US military to eventually restructure procurement toward sovereign, purpose-built 

architectures.35 

5.2 Resource Nationalism and Supply Chain Decoupling 

The scramble for the physical components of the digital and defense economies triggered a 

wave of state-backed market interventions, fracturing the global trade of critical minerals and 

electronics. 

• The EU-Australia Minerals Pact: Brussels and Canberra forged a historic trade 

agreement explicitly targeting China's dominance in critical mineral supply chains. By 

sacrificing comprehensive agricultural market access to secure high-tech defense and 

energy lifelines, Australia signaled that long-term international security now supersedes 

traditional domestic farming interests.36 

• Chinese State-Backed Price Floors: In response to Western decoupling efforts, China 

implemented guaranteed price floors for domestic miners. This protectionist maneuver 

insulates Chinese supply chains from market volatility while forcing Western defense 

and automotive sectors to absorb higher baseline material costs, fracturing the global 

critical minerals trade into parallel, highly subsidized geopolitical blocs. 

• Onshoring Military Displays: Washington and Tokyo launched a multibillion-dollar 

subsidy initiative to revitalize Japan Display, deliberately decoupling from dominant 

 
35 "Amazon CEO Sees AI Doubling His Prior AWS Sales Projections to $600 Billion by 2036," Reuters, March 17, 2026, https://www.reuters.com/business/amazon-ceo-

sees-ai-doubling-his-prior-aws-sales-projections-600-billion-by-2036-2026-03-17/. 
36 "Australia, EU Push to Seal Trade Deal as von der Leyen Visits," Reuters, March 23, 2026, https://www.reuters.com/business/australia-eu-push-seal-trade-deal-von-der-

leyen-visits-2026-03-23/. 
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https://www.reuters.com/business/australia-eu-push-seal-trade-deal-von-der-leyen-visits-2026-03-23/
https://www.reuters.com/business/australia-eu-push-seal-trade-deal-von-der-leyen-visits-2026-03-23/
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Chinese manufacturers. This pact permanently establishes a secure, localized supply 

chain for critical military and automotive screen technologies, demonstrating that 

national security imperatives now fundamentally override free-market economics.37 

5.3 Digital Governance and the End of the Unregulated Internet 

Western governments and judiciaries launched coordinated offensives against Big Tech, 

demanding strict algorithmic accountability and proactive moderation. 

• The UK Online Safety Act: The glaring gap between Meta’s voluntary commitments 

and its actual failure rate prompted UK regulators to enforce maximum punitive 

measures under the Online Safety Act. Facing the threat of massive fines based on 

global revenue, tech giants are being forced to drastically increase spending on 

proactive, automated ad-screening infrastructure. 

• Avalanche of Liability Lawsuits: A landmark US legal defeat for tech platforms 

triggered an avalanche of liability lawsuits regarding child endangerment and algorithm 

design. Facing continuous courtroom losses, companies like Meta and Google are being 

forced to radically alter their core engagement algorithms, signaling the outright death 

of the unregulated "infinite scroll".38 

• Age Verification and Deepfakes: The rapid maturation of facial scanning tools 

empowered global regulators to mandate strict age gates across the internet, sparking a 

fierce tech compliance war. Concurrently, Meta's persistent refusal to proactively 

moderate generative deepfakes threatens to transform its platforms into primary vectors 

for state-sponsored cognitive warfare, ultimately forcing international governments to 

impose sweeping legislative interventions. 

5.4 Implications for Pakistan 

The bifurcation of global technology and the fracturing of resource markets present acute long-

term risks for Pakistan’s digital economy and macroeconomic stability. 

• The Sovereign AI Trap: As the global AI ecosystem splits between US closed-source 

monopolies and Chinese open-source dominance, Pakistan risks becoming entirely 

 
37 "US, Japan May Partner with Japan Display for New US Plant Under Investment Package," Reuters, March 9, 2026, https://www.reuters.com/world/china/us-japan-may-

partner-with-japan-display-new-us-plant-under-investment-package-2026-03-09/. 
38 Kali Hays, Nardine Saad, and Regan Morris, "Campaigners Welcome Meta and YouTube's Defeat in Landmark Social Media Addiction Trial," BBC News, March 27, 

2026, https://www.bbc.com/news/articles/c747x7gz249o. 

https://www.reuters.com/world/china/us-japan-may-partner-with-japan-display-new-us-plant-under-investment-package-2026-03-09/
https://www.reuters.com/world/china/us-japan-may-partner-with-japan-display-new-us-plant-under-investment-package-2026-03-09/
https://www.bbc.com/news/articles/c747x7gz249o
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technologically dependent on Beijing. While integrating into China’s open-source 

robotics and AI infrastructure through CPEC offers immediate, cost-effective 

modernization, it simultaneously threatens to permanently alienate Western tech 

investment and subject Pakistani enterprise data to foreign sovereign architectures. 

• Stagflation and the Gold Rebound: The Middle Eastern energy shock, combined with 

the global scramble for critical minerals, guarantees an environment of prolonged 

stagflation. As international investors rush back into bullion and central banks diversify 

away from volatile fiat currencies, Pakistan’s chronically low foreign exchange 

reserves and weak currency will severely degrade its purchasing power. Islamabad must 

rapidly secure localized, insulated supply chains or risk being priced out of the 

hardware necessary for its own digital and military modernization. 

Table 5: Technological & Strategic Futures Matrix (March 2026) 

Sector Strategic Event Geopolitical Actor / Driver Systemic Implication 

Artificial 

Intelligence 

Open-source robotics 

supremacy; exit bans 

on AI founders. 

China: Neutralize US export 

controls; trap startups 

domestically. 

Renders US tech embargoes 

obsolete; forces Western firms 

to build AI entirely in-house. 

Defense / Cloud 

Tech 

Amazon capital 

gamble; Pentagon AI 

supply chain waivers. 

United States: Consolidate 

cloud monopolies; expose 

military software 

dependencies. 

AWS dictates future AI 

pricing; DoD forced to 

restructure toward sovereign 

AI procurement. 

Critical Minerals EU-Australia trade 

pact; Chinese state-

backed price floors. 

EU / Australia / China: 

Break Beijing's resource 

monopoly; subsidize 

domestic mining. 

Fractures global minerals trade 

into parallel, heavily 

subsidized geopolitical blocs. 

Digital 

Governance 

UK Online Safety Act 

enforcement; US 

liability lawsuits. 

UK / US Judiciaries: Punish 

algorithmic child 

endangerment; mandate age 

verification. 

Ends the unregulated "infinite 

scroll"; forces massive Big 

Tech investments in automated 

moderation. 

Macroeconomics Global stagflation and 

the massive gold 

rebound. 

Global Markets: Flee fiat 

currency volatility amid 

prolonged energy/war 

shocks. 

Restores gold as the ultimate 

safe-haven asset; degrades 

import purchasing power of 

developing nations. 

 

 

  

 


