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Abstract: This research investigation analyses the effects
which Israel-Palestine and Russia-Ukraine crises have
on Indian banking stocks. Geopolitical disputes alter
worldwide supply networks by boosting commodity price
fluctuations while shaping investor opinions thus
influencing international market value patterns. Indian
banking operations remain at high risk because they
heavily depend on international trade and money
movement.

The research uses event study methods to conduct an
analysis of secondary data which measures stock market
performance while tracking economic stability. The
Russian-Ukrainian conflict affects Indian banking stocks
more than the Israel-Palestinian conflict because it leads
to heightened global energy costs and inflation. However,
the Israel-Palestinian conflict primarily produces market
volatility that lasts for a short period.

Interest rate modifications together with foreign
institutional investor capital exodus and actions from the
Reserve Bank of India's monetary policy mechanisms
operate as important intermediary factors. The research
demonstrates why powerful risk management strategies
combined with adaptable policies become necessary for
safeguarding the Indian banking sector from worldwide
conflicts.

Researchers have presented significant findings which
enlighten financial institutions and policymakers
through an examination of financial market relations
between international displaced events and domestic
banking system defence strategies.

Keywords: Banking Stocks, Conflict, Israel-Palestine,
Indian Stocks, Impact, Russia- Ukraine, Stock Market.

INTRODUCTION

Financial markets of the world experience significant
disruptions because of geopolitical crises throughout
history. The ongoing Russia-Ukraine armed conflict
together with the dispute between Israel and
Palestine have instituted widespread economic

effects which transcend their geographic borders.
The ongoing crises triggered movement of capital
and supply system failures followed by price
modifications and increased unpredictability. Global
geopolitical conflicts create financial market effects
across the entire international economic framework
including India as a developing country in this
interconnected global economy. Banking proves
especially exposed to outside economic shocks
because market sentiment and macroeconomic
factors and world economy conditions affect its
operations.

The Indian financial markets maintain direct
relationships with global economic conditions
especially when focusing on banking stock
performance. The Indian economy operates as a
major contributor to international energy markets
thus exposing itself to deep impacts from price
fluctuations in commodities and oil among sectors
affected by geopolitical tensions. India has
experienced significant impacts from the wild energy
market fluctuations which resulted from Israel-
Palestine and Russia-Ukraine geopolitical conflicts.
The research demonstrates direct assessment of two
major international conflicts' effects on banking
stocks through investigations of investor actions and
economic fundamentals and stock price movements.

The impact of geopolitical conflicts on international
financial markets:

Geopolitical events typically lead to market chaos
and modified investor danger perceptions along with
economic instability. These crises cause disruptions
to trade operations and supply networks together
with commodity movement particularly when
important agricultural and energy production zones
become affected. The major oil-producing nature of
the Middle East makes the Israel-Palestine conflict
strongly affect worldwide petroleum markets even
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though its activity remains primarily regional. The
Russia-Ukraine war escalated in early 2022 to trigger
worldwide effects on oil, gas and wheat alongside
sunflower oil supplies.

These conflicts cause waves of effects which spread
across distances beyond the direct border areas.

It is a problem for India because the nation needs
imported oil for its economy yet higher petroleum
prices create inflationary effects due to worry about
reduced supplies. Rising inflation forces central
banks to hike interest rates that harm economic
development while reducing business profitability.
Implementation of monetary policy tightening
negatively affects financial system liquidity thereby
making it harder for consumers and businesses to
secure loans. Within financial intermediation banks
serve as key participants who usually experience the
biggest effects during these circumstances. Changes
in monetary policy together with market sentiment
and macroeconomic factors lead to regular stock
price fluctuations in these organizations.

The developing economy of India faces significant
risks due to geopolitical conflicts because it operates
as one of the world's largest developing systems. The
domestic economy directly reflects global events
because India depends heavily on imported energy
while being exposed to international trade together
with its vulnerable financial system that reacts to
outside economic shocks. The banking sector
remains one of the most exposed industries since it
performs essential brokerage services between
depositors and lenders. The stock performance of
Indian banks often functions as an indicator for the
substantial economic developments which result
from worldwide geopolitical events.

The function of Banks in the Financial System of
India:

The Indian economy depends heavily on the banking
industry for financial intermediation and for saving
and distributing credit allocation functions.
Economic activities require bank liquidity which
enables companies to develop by investing funds and
prospering both financially and operationally. The
manufacturing sector together with housing and
infrastructure benefit significantly from banks that
lend money to enterprises and customers. The Indian
economy faces major economic consequences

whenever the banking sector experiences any form of
disruption.

Banks experience maximum  sensitivity to
macroeconomic risks when geopolitical
circumstances become turbulent. When inflation
increases due to higher oil prices consumers become
less able to purchase hence their demand for loans
decreases along with higher default risks. The fight
against inflation through central bank interest rate
hikes results in borrowing expenses that become
more expensive for individuals as well as businesses.
Banks experience decreased profitability at the same
time loans develop more slowly and non-performing
assets (NPAs) increase because of elevated expenses.

The current condition of the economy directly affects
performance levels among banking stocks. Stock
sales in the banking industry increase as economic
conditions deteriorate because investors lose faith in
the banking sector. Improving economic conditions
drive positive performance from banking stocks
because all aspects including loan expansion along
with decreasing defaults and higher profitability
become more favourable. The economic health status
is assessed through banking stock prices because
banks act as central economic agents particularly
during times of global uncertainty.

The Russia-Ukraine Conflict's Effect on Indian
Banking Stocks

The Russia vs Ukraine conflict stands as a major
geopolitical development of recent times that affects
worldwide trade operations along with commodities
supply lines as well as global energy system
dynamics. Ukraine stands as a major wheat exporter
together with other agricultural products whereas
Russia maintains its position as a primary worldwide
producer of natural gas and oil. The wages of
essential goods skyrocketed after supply chains were
disrupted by war thus creating global inflationary
pressures across multiple countries. The energy
sector in India has experienced the most significant
effects due to the RussiaUkraine conflict. Indian
imports cover more than 80% of its oil requirements
and the oil price surge since war commencement has
triggered increased inflation across the nation. The
high levels of inflation have pushed the Reserve
Bank of India (RBI) to adopt a forceful monetary
policy stance by lifting interest rates for controlling
inflation. Bank NIMs receive a positive boost from
short-term interest rate hikes yet these rates
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simultaneously escalate borrowing expenses so loan
expansion slows and default rates increase.

Global financial movements experienced alterations
because of the Russia-Ukraine conflict together with
the resulting price escalation of petroleum products.
When major uncertainty occurs investors feel safer
storing their funds in US and European markets.
Safety-seeking capital movements from emerging
markets normally lead investors to withdraw their
funds from nations like India which enhances market
volatility while lowering stock prices. Investor
confidence together with economic development
strongly affect banking equities since these metrics
reflect investor stability and market growth directly.

The Western-imposed sanctions against Russia have
produced major trade interferences which negatively
impact the delivery of essential products including
oil and gas as well as agricultural materials. The
vulnerability of Indian banks operating in
agricultural and energy sectors depends on how well
their companies manage rising expenses from global
market limitations. This development triggered
enhanced non-performing assets (NPAs) in the
banking industry leading to decreased value of
banking stocks.

India's Banking Stocks and the Israel-Palestine
Conflict:

The Isracl-Palestine conflict generates worldwide
effects on energy expenses despite its history as a
persistent issue in the Middle East. The availability
of oil supply faces uncertainty due to the presence of
extensive petroleum deposits in the Middle East.
India together with other oil importing countries
faces rising inflation when international petroleum
prices rise because of regional tensions.

The increasing cost of petroleum creates serious
concerns in India because it leads to increased
inflation and business operations expense and
reduced purchasing power among consumers.
Whenever inflation rise occurs central banks elevate
interest rates and the Reserve Bank of India followed
suit during recent geopolitical unrest periods. The
higher cost to obtain loans inhibits economic growth
because interest rates increase. Higher risks of loan
defaults due to restricted loan growth create adverse
impacts on the market performance of banking
stocks.

Among the geopolitical conflicts affecting market
volatility the Israel-Palestine conflict serves as an
illustration of such volatility besides its direct impact
on rising oil costs. During moments of heightening
market uncertainty investors make efforts to decrease
their holdings of volatile assets thus triggering equity
market declines specifically affecting banking sector
stocks. Such sell-offs primarily hit Indian banking
stocks because they are two of the most frequently
traded and institutionally owned stocks in the market.

Financial markets face possible short-term instability
from the Israel-Palestine struggle although this
geopolitical risk maintains limited economic impact
on India compared to the Russia-Ukraine war. Oil
supply interruptions because of heightened military
action would drive up inflation rates and make the
RBI adopt additional tightening measures to combat
this effect. Banking equity performance in India will
experience additional dampening effects because of
it.

Analysis of the Israel-Palestine and Russia-Ukraine
Conflicts in Comparison:

Indian banking stocks experienced considerable yet
different economic effects because of the Russia-
Ukraine conflict as well as the Israel-Palestine
dispute. The Russia-Ukraine war has caused direct
and visible effects on India because of its influence
on energy prices worldwide and trade values and
inflation levels. The increase in oil prices following
the beginning of the conflict led the RBI to enhance
interest rates by tightening liquidity conditions across
the nation. International banking institutions face
declining loan expansion and increasing financing
expenses because they now worry about growing
non-performing assets.

The India banking industry remains largely
unaffected by the Israel-Palestine conflict even
though worldwide energy markets could be
significantly affected by it. An additional escalation
of'this conflict is possible but only after supply chains
of oil face severe disruptions. The volatility of Indian
banking stocks may rise when market sentiment
combines with concerns about economic growth and
inflation during such circumstances.

Both global conflict situations have proved that India
remains a fragile nation despite its standing.

REVIEW OF LITERATURE

IJIRT 174682 INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY 482



© April 2025 | IJIRT | Volume 11 Issue 11 | ISSN: 2349-6002

1. The Indian stock market reaction to the
Russia-Ukraine War initiated on February 24, 2022 is
investigated by Deepthy Kuriakattil (2023) through
event study methodology. The Metal, Pharma and
Energy sectors began with negative return
performances before investors started to predict gains
through Russian sanctions. According to research
findings the Auto sector along with Banking and
Financial services sectors accumulated major
negative abnormal returns while investors wanted to
secure raw materials and pay Russian firms. The
Indian stock market experienced negative reactions
during the anticipation period before settling down
nearly ten days after the event occurred.

(Deepthy, 2023).

2. Srivatsa Maddodi together with Srinivasa
Rao Kunte (2024) conducts research that investigates
the link between geopolitical tensions and market
sentiments within the Indian market. The research
gathers different elements from research methods to
achieve its findings by integrating Twitter sentiment
analysis along with market data and VIX indicators
together with MACD and RSI momentum indicators
to produce a 98.47% accurate model. Through his
model the researcher demonstrates the fast effects of
geopolitical conflicts by using unique data
integration methods to improve investment decision
making. (Maddodi, 2024)

3. The analysis performed by ICICI Direct
delivers in-depth knowledge about how the Israel-
Palestine conflict could affect Indian financial
markets. The analyses primarily concentrate on
studying direct market impacts that are minimal
while intensely assessing how the conflict affects oil
supply which could trigger higher oil prices.
Research reveals two main impacts thus far:
increased shipping expenses for exporting Indian
companies and an additional market adjustment that
could happen in case of expanded hostilities. The
research indicates that investors should track market
progress due to potential future commercial
prospects stemming from evolving market
conditions.

4. Outlook Business delivers swift analysis
about the Indian stock market's reaction to the
Hamas-Israel attack during October 2023. According
to the literature both the BSE Sensex and NSE Nifty
experienced decreases as global tensions increased
because of rising oil prices. The review points out
that market instability from ongoing hostility will
affect the Indian market through rising oil prices and
Rupee deterioration although no urgent market panic

exists. The technical analysis in this piece defines
market patterns while recommending investors to
maintain a defensive stance yet identify shareholder
potential during market relapses.

5. The focus of Business Upturn centers on the
extended effects of the Israel-Palestine conflict that
impact particular Indian business sectors. The
research tracks stock price changes for businesses
that maintain substantial Israel investments including
Dr. Reddy’s and Lupin, Sun Pharma, and the
technology enterprises Infosys and Wipro. The
literature reviews the trend of increasing oil prices
together with their impacts on inflation rates and
bond yields. The paper recommends portfolio
diversification together with gold investment as a
safe-haven asset plus the utilization of market
downturns to acquire high-quality stocks thus
achieving long-term growth. The investment strategy
places emphasis on understanding geopolitical
conditions for making sound investment choices.

METHODOLOGY

Worldwide financial markets experience unexpected
major disruptions which come from geopolitical
conflicts. The external disturbances affect emerging
economies most severely because these nations
increased their integration within global economic
networks. The military clashes between Israel and
Palestine as well as Russia and Ukraine have created
dangerous tensions across regions which produced
major changes in commodity pricing and disrupted
trade patterns and transformed market sentiment. The
crises have created extensive uncertainty which leads
investors to review their investments and the
corresponding risk factors.

Indian banks form a vital core of the national
economy because they provide essential financial
services needed by both individuals and corporate
entitiecs. The economic activity  depends
fundamentally on banks which provide essential
services for loans and investments as well as
financial stability. Geopolitical uncertainties create
multiple opportunities for harm when it comes to the
sector. The banking system experiences negative
implications when external forces disrupt trade
operations and change global investment patterns
while currencies experience value fluctuations. This
results in damages to liquidity levels and credit risks
and profitability.
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The research analyzes how geopolitical crises affect
the stock market performance of Indian banking
institutions. This investigation analyzes direct and
indirect market movements to deliver a thorough
investigation about how economic crises affect
investor emotions as well as bank management
operations and financial conditions throughout India.
The research establishes factors which both reduce
and magnify these impacts and delivers important
information to banking stakeholders.

Background of the Problem

The Israel-Palestine and Russia-Ukraine geopolitical
upheavals have brought historically unmatched
market instability which transforms financial
markets into directions that might persist for an
extended period. These regional conflicts have
intensified regional tensions and caused worldwide
reassessments of investment sector-related risks. The
present time has shown how international
connections remain exposed to threats while conflicts
between nearby parties quickly expand into major
economic complications.

Geopolitical shocks affect the Indian banking sector
with greatest intensity because of multiple factors.
The ongoing deepening of Indian global economic
integration creates intensified effects of international
developments upon Indian financial markets. Trade
routes together with foreign direct investments and
capital flows function as interrelated systems which
result in India's economic sensitivity to worldwide
market sentiments as well as remote geopolitical
developments.

According to current market dynamics the banking
sector reacts promptly to any disturbance that affects
multiple industries. Correlation between geopolitical
tensions and commodity prices resulting in elevated
operational costs affects many business sectors
which disturbs their capacity to repay loans. These
conditions raise the chance of defaults that cause
significant balance sheet damages and lower banking
sector profits.

The way that geopolitical tensions affect how
investors operate is one of the primary challenges
affecting loan defaults and market operations within
the banking sector. Market departures by risk-averse
investors result in lower stock values including those
belonging to banks. Decreasing stock prices within
banking institutions produce growing market

concern that
disinvestment.

deepens  banking  industry

Urbanization in India needs to be studied in its full
economic context during the existing IsraclPalestine
and Russia-Ukraine geopolitical crisis. This research
investigates banking stock market reactions to
geopolitical events to reveal comprehensive impacts
and supply information which benefits both financial
stakeholders and government agents and investors
operating under uncertain conditions.

Direct Economic Impacts

1. The prolonged crises have generated major
price instability in commodities that negatively
impacts how much commercial clients of Indian
banks have to pay for operations. Rising operational
expenses might hurt clients' loan repayment ability
thereby increasing the number of bank defaults.

2. The ongoing conflicts created substantial
problems for global supply networks and thus
affected both export and import operations in India.
The business environment of Indian companies
becomes unstable through such disruptions which
affects their requirement for banking services and
loans.

3. Market uncertainties stemming from
geopolitical tensions produce increased market
swings and make investors adopt defensive
investment strategies. A weakening investor
sentiment results in decreased stock demand for
banks thus affecting their valuation levels on the
market.

Indirect Economic Impacts

1. Geopolitical ~ crises  create  sudden
uncertainties which discourage foreign investors to
make direct investments in India. The reduction of
foreign direct investment diminishes both industrial
development rates and bank service needs which
arise from corporate business expansion.

2. The conflicts create disturbances in the
remittance streams sent by Indians who work
overseas. When remittance flows drop there will be
decreased domestic consumption which could in turn
reduce economic growth.

3. Government institutions might adopt
different fiscal strategies which include altering
interest rates or financing packages because of
current geopolitical tensions. Interventions from the

government  will influence banking stock
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performance through modifications in public
economic conditions.

Mediating Factors

1. Single banking institutions experience
different stock market movement levels depending
on their individual dimensions including financial
scale size and operational model and risk
management systems and market portfolio exposure
across industry segments.

2. The overall economic conditions within
India which the country shows through Gross
Domestic Product expansion alongside consumer
price instability as well as interest rate changes
determine banking stock reactions to geopolitical
uncertainties.

3. The banking sector in India must follow
specific rules through monetary policies and banking
regulations which help reduce or enhance the effects
of geopolitical challenges when they impact banking
stock value.

SCOPE AND RELEVANCE OF THE STUDY

The study performs an extensive examination of how
both the Israel-Palestine and RussiaUkraine crises
affect the Indian banking sector through detailed
examination of different important elements. The
response patterns of banks during geopolitical
tensions become easier to predict through studying
historical stock performance developments during
international events. Historical stock market
movements of banks help stakeholders predict
nearfuture market behavior during parallel
geopolitical uncertainties.

This research will pinpoint essential intervening
elements that affect how geopolitical crises affect
stock market performance of banking institutions.
The research analyzes several factors which include
worldwide commodity price movements and investor
sentiment  shifts together with government
intervention measures and banking sector-specific
elements that produce total sector impact. This
investigation examines mediating variables to deliver
advanced  comprehension  of  unpredictable
geopolitical events which assists banking investors
together with financial entities to handle security
risks.

This research holds critical merit because global
markets keep deepening relationships and politics

enhances control within financial systems.
Understanding current geopolitical developments
that affect the Indian banking sector remains essential
for both policy-makers and financial institutions and
investors. Research findings from this analysis will
support the development of strategic approaches to
minimize risks while exploiting  business
opportunities which will boost India’s banking sector
financial stability and help decision-makers navigate
through global market volatility.

Research Questions

1. How do the Israel-Palestine conflict and the
Russia-Ukraine war create direct along with
secondary economic effects that affect India's
banking industry?

2.  Which elements of geopolitical turbulence cause
changes in investor emotions and alters banking
stock performances in India's stock exchange?

3. Which elements influence how geopolitical
crises impact the market results of Indian
banking institutions?

4.  What will be the enduring effects of these crises
on the Indian banking sector?

5. Which  measures financial institutions
policymakers and investors need to use in order
to navigate risks while exploiting prospects
when faced with geopolitical complexities?

6. What role does commodity price volatility
caused by these crises play in determining
operational costs for Indian banks?

7. Which government intervention methods
influence the stock values of banking institutions
during times of geopolitical conflicts?

8. The specific traits of banks such as dimensions,
operational  approaches, and  defensive
mechanisms have what effect on financial stock
equilibrium when geopolitical disturbances
occur?

9. During geopolitical crises does foreign direct
investment fluctuation show any relation with
banking stock performance?

10. Does the Indian regulatory environment reduce
or escalate the negative effect of geopolitical
crises on banking stock performance?

OBJECTIVES OF THE STUDY

1. A research analysis examines the philosophical
behaviour of Indian banking stocks when
geopolitical tensions reach their peak points. The
analysis seeks to provide investors with data that
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would guide their future behaviour and choices
when similar events occur.

2. The research will analyse all economic
connections, direct and indirect, which stem
from the Israel-Palestine and Russia-Ukraine
crises on Indian banking operations. The
research examines how the situations affect bank
financial outcomes within the Indian market.

3. The objective seeks to recognize key factors
which affect the relationship between
geopolitical conflicts and banking stock market
performance. Researchers study price changes in
commodities, market sentiment together with
public agency actions as elements that affect the
financial situation.

4. This research intends to assess the long-term
effects which these international disputes will
have on India's banking industry. The analysis
examines how investments change as well as
which regulatory adjustments might occur now
and in the future due to current conflicts.

5. The research delivers actionable guidance to
investors together with financial institutions as
well as policymakers by showing them how to
overcome risks while capitalizing on
opportunities that exist because of geopolitical
market uncertainties.

IMPORTANCE OF THE STUDY

The study delivers critical value through its ability to
reveal the effects geopolitical crises have on banking
stocks and demonstrate Indian banking sector
vulnerabilities when operating globally.

Investors gain critical information from the study to
develop  better investment plans through
understanding market trends and relevant factors that
enable them to navigate uncertain geopolitical
periods.

The research findings enable policymakers to create
effective strategies which reduce banking industry
vulnerabilities ~ stemming  from  geopolitical
instability thus leading to financial sector stability.
Risk management strategies that receive enhanced
reinforcement make financial institutions more able
to withstand geopolitical surprises and uncertainties.
The research helps understand complex financial
market dynamics and it supports stability and
investor confidence in the Indian economy when
facing uncertain times.

Examination of Israel-Palestine and Russia-Ukraine
conflicts on banking stocks within the Indian stock
market becomes essential to understand geopolitical
market relations in detail. The described study
questions lead to essential findings which supply
important information to both investors and financial
institutions as well as government policy makers.
The investigation aims to support risk management
strategy development for better banking stability in
India’s financial sector while increasing its resilience
against global uncertainties.

DATA COLLECTION AND ANALYSIS
(SECONDARY DATA)

This paper provides a detailed analysis of the Russia-
Ukraine and Israel-Palestine wars concerning Indian
banking equities through secondary data research
methods. This study draws its information from
Reuters and Economic Times and Financial Times
alongside financial reports as well as stock market
indices and economic surveys. Event research and
statistical techniques measured the effects on Indian
stock prices as well as investor sentiment and
macroeconomic indicators due to these geopolitical
disputes.

Key data points:

The Nifty 50 stock market index recorded a 3.6%
weekly decline during October 2024 which stood as
its worst performance since June 2022 because of
heightened Middle Eastern tensions.

Foreign Institutional Investors (FIIs) became major
contributors to Indian share index declines in
October 2024 due to their $3.65 billion share
liquidations during three consecutive days.

The rising tensions heightened concerns about
blocked crude oil supply that subsequently affected
petroleum prices. Inflation remained a challenge for
India because it obtained over 85% of its energy from
imports. In December 2024 the RBI announced its
updated forecast of 4.8% as the anticipated increase
in retail inflation.

RBI implemented its first repo rate reduction to
6.25% since nearly five years after noticing GDP
slowdown and declining inflation in February 2025.

The manufacturing PMI in India fell to 56.3 in
February 2025 after demand decreased thus marking
its lowest point in 14 months.

Methodology for Event Studies:
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Researchers evaluated Indian banking share
movement through event studies during different
phases of two key geopolitical events: The Israel-
Palestine conflict escalation in October 2024 and the
Russia-Ukraine war. Researchers use aberrant return
comparisons between event window weeks of
escalated conflict to regular market periods for
detecting stock price impacts of such geopolitical
events.

FINDINGS

The study establishes several different effects that
Israel-Palestine and Russia-Ukraine conflict events
produce on the Indian banking sector:

1. Abnormal Returns:

Stock prices of banks in India showed substantial
negative anomalistic fluctuations when tensions
peaked in the middle of these conflicts. During the
October 2024 Middle Eastern tensions the BSE
Sensex experienced a 2.5% market drop in a single
trading day.

2. Capital Flight and Foreign Institutional Investors
(FIIs):
Foreign institutional investors (FIIs) pulled back
from their investments in Indian stocks because they
expected rising geopolitical risks to become
widespread.
This behavior of FlIs withdrawing $3.65 billion
became especially noticeable through their three-day
share sale in October 2024. Stock market values
decreased because of the large withdrawal that
generated additional market instability. The
withdrawal of foreign investment highlights
developing market economies' susceptibility.

3. Higher Inflation and Interest Rate Changes:

The Reserve Bank of India increased interest rates
several times during 2023-2024 as a means to combat
rising oil prices which caused inflationary pressures.
On February 2025 the Reserve Bank of India
modified its policy by decreasing interest rates by 25
basis points to stimulate economic development.

4. Crude Oil Prices and Inflationary Pressures:

The continuing Russia-Ukraine geopolitical crisis
and other conflicts created international uncertainty
about disrupting crude oil supplies throughout the
world. Indian oil imports consisting of 85% of
requirements made the nation highly vulnerable to

crude oil pricing effects stemming from supply chain
disruptions.

The rising costs of oil created escalating prices in
different sectors of the economy since transport and
production expenses and common consumer items
both became more expensive.

The Reserve Bank of India (RBI) updated its inflation
projection to 4.8% during December 2024 due to
these economic developments.

5. Adjustments in Monetary Policy:

From 2023 through 2024 the RBI elevated interest
rates due to both an economic slump and continuous
price increases. Bank lending rates rose due to
inflationary control measures that resulted in adverse
effects on borrowing costs and consumer spending
and credit expansion while specifically affecting real
estate and infrastructure industries because of their
heavy bank-financing dependence.

The Reserve Bank of India brought positive changes
in February 2025 when it decreased the repo rate by
25 basis points to 6.25% following a five-year rate
holding period. The weakening economic growth
served as the reason for this policy change since
India's manufacturing PMI reached its lowest point at
56.3 in February 2025 after a span of 14 months
suggesting a decrease in manufactured product
market demand.

6. Sectoral Impact:

Banking Sector Performance:

The banking sector in India experienced short-term
NIM improvements because interest rates increased.
The adverse factors outweighed this positive point
because loan growth slowed down and non-
performing assets (NPAs) rose as a result of increased
borrowing costs.

The profitability of the long term became burdened
when lending demand dropped and multiple defaults
occurred especially in sectors with interest rate
sensitivity like real estate construction and consumer
financing.

Loan Growth and Credit Demand:

Higher borrowing expenses stemming from
increased interest rates diminished the number of
people borrowing money. The slowdown of
economic loan growth became more pronounced
because high-capital-intensive industries
experienced the most reduction in lending.

General economic growth slowed down due to rising
inflation together with supply-side pressures
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stemming from geopolitical tensions which reduced
demand for financial products.

Comparative Effect of the Israel-Palestine and
Russia-Ukraine Crises:

Russia-Ukraine Crisis:

Indian banking stock prices received a more
extensive devastating blow from the RussiaUkraine
conflict than from the Israel-Palestine conflict.
Russia-Ukraine war impacts on global energy
markets together with its global economic
consequences proved the primary cause of this
situation.

The global commodity prices especially crude and
natural gas increased dramatically throughout the
world because of this crisis creating inflationary
pressure for all economies. Energy prices in India
rose after the conflict which resulted in consumer
funds erosion and higher expenses for businesses.

Israel-Palestine Conflict:

Market instability triggered by the Israeli-Palestinian
conflict did not provoke sustained grave damage to
Indian banking markets like the Russia-Ukraine war
did. The main impact of this conflict on Indian
banking stocks resulted from market sentiment along
with short-term fluctuations but failed to influence
India's fundamental economic systems through oil
supply disruptions.

The ensuing instability in global energy supplies
together with potential regional escalation can
produce negative consequences for Indian banking
stocks in the future.

CONCLUSION

The study reveals that Israel-Palestine and Russia-
Ukraine conflicts impact Indian banking equities
through volatility impacts combined with inflation
variables and fluctuations in foreign investment and
monetary rules. Uncertainties triggered by these
crises produce stock value fluctuations together with
shifting investor confidence in the banking sector.
Economic instabilities worsen due to interrupted
international supply chains and commerce thus
causing secondary impacts on banking operations.

Takeaways:

1. The stock prices of Indian banking
institutions receive significant influence from global

geopolitical events that generate impacts on energy
prices along with market sentiment movements. The
unpredictability of conflicts between investors and
market volatility increases because risk-averse
investors become more cautious.

2. Bank stability encounters two principal
risks because of interest rates changes and the
removal of foreign bank investors from the sector.
Excessive risk perception makes banks struggle to
maintain both lending operations and money
liquidity because capital exits occur more often.

3. The partnership between investors and
legislators together with financial institutions needs
active risk management systems to fulfil their
operational requirements. During the Grammys Lady
Gaga takes the stage to deliver two of her songs. The
Grammy performance includes Lady Gaga
performing "You and I" in addition to "The Edge of
Glory." During her performance she performs "The
Edge of Glory." She briefly directed her microphone
toward the audience members. Audience members
welcomed her show with approval.

To reduce impacts India needs to establish proper
regulations and the Reserve Bank of India must apply
monetary policy adjustments. The need for
worldwide geopolitical disorder forces Indian
financial organizations to use stress-test procedures
and multiple investment strategies during
development.
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