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US-Israel Strikes on Iran: What investors need 

to know

Key takeaways:

1 US / Israeli strikes on Iran have thus far not disrupted oil supplies with the Strait of 

Hormuz remaining open (though some ships have chosen to avoid the area). Market 

reactions will hinge on whether energy flows are disrupted.  

2 We outline four broad scenarios for potential oil and other market impacts, from stable 

supply with increased OPEC output to severe disruptions.  

3 We outline some key indicators to monitor including crude futures, the US dollar's 

behaviour, OPEC+ decisions, and shipping movements through the Strait of Hormuz. 
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What we know so far

As we write on the afternoon of Sunday 1st March this is what we understand the 

current situation to be.

• Early on Saturday morning, the United States and Israel launched a coordinated military 

assault on Iran, code-named 'Operation Epic Fury' (US) and 'Roar of the Lion' (Israel). 

This is different to the actions taken in 2025. In 2025, the US directly opposed Israel’s 

desire for extended military action and regime change.

• The scale of these strikes was larger than we’ve seen in the recent past and targeted a 

mix of Iran’s leadership and military infrastructure. Israel struck the capital of Iran, Tehran, 

including the compound of Supreme Leader Ayatollah Ali Khamenei. Iranian state 

television has confirmed Khamenei was killed in the Israeli strike. Ali Shamkhani, 

Secretary of the Iranian Security Council, and Defence Minister Aziz Nasirzadeh have 

also reportedly been killed. This is different.

• Iran has retaliated with missile and drone strikes on US military installations across the 

region. Civilian areas have been hit in Dubai and Doha, but it is not clear whether these 

were targeted explicitly. Thus far it does seem as though Iran’s retaliatory actions will be 

broader than in the past. This is different.

• We have not seen any reports of oil facilities across the region being hit or disrupted at 

this point. This is not different. 

Iranian media claims the Strait of Hormuz is effectively closed, though the state hasn’t issued 

an official blockade. A few ships have been attacked and the latest we have seen is that 

many are starting to drop anchor rather than travel through the Strait at this time.

Until a new leader can be elected by the 88-member Assembly of Experts (senior clerics), 

a trio of leaders has been selected to run Iran (the moderate president Masoud Pezeshkian, 

the hard-line head of the judiciary Gholamhossein Mohseni Ejei, and senior cleric Alireza 

Arafi).

“This time is different.” Four of the most dangerous words in financial markets. But 

sometimes things are different.

Following the US / Israeli strikes on Iran starting on Saturday 28 February, these are the 

questions we ask ourselves to determine if things are different today: What are the correct 

analogues to use? What are the possible scenarios we might face in the coming weeks? 

What must we now watch to determine what the possible market reaction will be?



What’s next? 

US President Donald Trump and Israeli Prime Minister Benjamin Netanyahu have stated they 

are pursuing regime change. This means it is not clear what would allow them to quickly 

declare victory and de-escalate. The situation remains incredibly fluid. The absence of well-

defined objectives means the prospect of a prolonged campaign is heightened. Using recent 

analogies such as Operation Midnight Hammer from 2025 may not be fully appropriate, but 

they can help frame what we should be watching.

As we write, most markets are closed. We believe the initial reaction in markets is likely to be 

risk-off, but it might not stay that way. The medium-term reaction will likely be guided by how 

the oil and — to a marginally lesser degree — gas markets move. That will be determined by 

whether oil and gas supplies are disrupted and to what degree.

A core tenet to our view is that markets typically fade geopolitical events unless they 

materially alter economic fundamentals. History shows that markets are largely indifferent to 

these headlines, reacting meaningfully only when supply, growth, or inflation dynamics are 

disrupted. Two historical events stand out: In 1973 during the Yom Kippur War, and in 2022 

in the wake of the Russia / Ukraine conflict, oil supplies to the world were restricted and a 

supply shock ensued. Inflation moved higher and risk assets lower (though in 2022, most risk 

assets recovered relatively quickly). In contrast, the Iraq-Kuwait conflict in 1999 and the US-

Iraq conflict in 2003 did not have the same impact on equity markets because oil supplies 

were broadly unaffected. Oil supplies tend to only fall when demand falls. In 2003, 2004 and 

2005 supplies rose.

In writing less than 48 hours since the first strikes, our assessment presently is that oil 

supplies are largely unaffected. That could change quickly. Indeed, it may not need physical 

restrictions so long as markets believe such restrictions are possible.

Recent history shows that limited actions in the Middle East have had only very brief impact 

on the price of oil. Equity markets too have largely ignored these events and moved higher.
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Recent tensions in the Middle East have not supported oil for more than a brief period
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Note: Past performance is no guarantee of future results. Based on daily data from 17 January 2021 to 27 February 2026, as of 27 February 

2026, showing the Brent 6th future price. Source: Bloomberg and Invesco Strategy and Insights.

However, the analogue from the last few years may not be the correct one to use given the 

limited nature of previous strikes, and the broader nature of the strike this weekend and the 

decapitation of the Iranian leadership. 

Perhaps we can draw better conclusions by looking further back in time. 



Notes: Past performance is no guarantee of future results. Based on monthly data from January 1870 to February 2026 (as of 27 February 2026). 

“WTI” is the West Texas Intermediate spot price. “Real WTI” expresses historical prices in 2026 terms, using the US consumer price index to make 

the transformation. 

Sources: Global Financial Data, LSEG Datastream and Invesco Strategy and Insights
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A historical perspective: Long term oil price in today’s prices (US dollars per barrel) 
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When the US invaded Iraq in 2003, the US only produced around 10% of total oil supply. 

Today it produces more than 20%. Also, the oil intensity of the global economy has fallen 

significantly over recent decades  (by 48% between 1990 and 2024 and by 37% since 2003, 

based on the number of barrels of oil consumed per real PPP dollar of GDP).

The real price of oil rose significantly from 2003, but not because oil supplies fell, but rather 

because global growth accelerated.

If there is physical disruption of energy supplies from the region, such as key shipping routes 

or production infrastructure, the implications of these events will likely change and the 

historical analogues of 1999 (Iraq / Kuwait), 2003 (US / Iraq), 2019 (Abqaiq attack), 2023 

(Hamas attack on Israel), and 2025 (Operation Midnight Hammer strikes on Iran) may not be 

relevant. This time could be different.

The following chart shows that oil prices have reacted abruptly to actual or feared reductions 

in supply from the region at various times in the past, though if fears about supply are not 

realised (Iraq’s invasion of Kuwait for example), the price rise quickly dissipates.
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Potential scenarios

Though the situation is highly fluid and may change rapidly, we consider four broad scenarios 

(ordered from the least to the most impactful – i.e. higher oil prices and lower risk assets).

1. Iran’s military capabilities are disrupted, but oil facilities are not. Ships continue to 

pass through the Strait of Hormuz. Subjective probability 40%.

Under this scenario there is a good chance oil prices could fall in the coming week or 

weeks. A small premium in oil had been established ahead of the US/Israel actions. On 

Sunday 1 March, OPEC+ announced a larger-than-expected production increase, 

designed to partially offset disruption and provide political cover to Gulf producers. Of 

course, this relies on them being able to get the oil out. 

2. Iranian oil facilities are disrupted. Subjective probability 10%.

In this scenario, we believe oil prices would move higher but in a relatively contained 

fashion. Iran supplies around 3% of global oil supplies (after allowing for its own 

consumption), much of which heads to China. OPEC+ could perhaps step in and close 

any gap. We ascribe a low probability to these facilities or pipelines being targeted as 

Israel and the US have little incentive to drive oil prices higher through such action. 

President Trump’s approval rating and prospects in the mid-term elections could be 

damaged if oil and therefore gasoline prices rose significantly.

3. Iran strikes oil and gas facilities in the region. Subjective probability 20%.

Iran has already made some symbolic strikes, but not yet on oil and gas facilities. These 

could be escalated and oil facilities in Saudi Arabia and others could be targeted. The 

2019 Abqaiq drone attack — attributed to Iran — briefly removed around 7% of global 

crude supply. This caused an intraday spike of over 15% in Brent, but prices normalised 

within weeks once the damage was repaired. In 2019, the Saudis showed that they 

could repair these facilities quickly. The scale of any strikes and ability to restart is the 

unknown now. Thus far it appears Iran has targeted mostly US bases but not oil facilities 

or transport. 

4. Iran or its proxies significantly restrict shipping through the Strait of Hormuz for a 

significant period. Global oil supplies fall. Subjective probability 30%.

The final scenario is the most worrisome. Iran and its proxies do not need to physically 

block the Strait, they can just increase the risk of transit enough to raise the cost for 

ships to move through — specifically, the costs of insuring a ship. Already, war insurers 

of vessels are reporting that premiums to cover ships in the region could rise by up to 

50% in the coming days.1 Some are reportedly cancelling policies with the aim of 

reissuing policies at much higher rates on Monday. 

A de facto partial blockade via the insurance market rather than a physical one caused 

the Red Sea effectively to close to much commercial traffic in late 2023/early 2024. The 

difference is that there were alternative routes to the Red Sea, around the Cape of Good 

Hope, but there is no alternative to the Strait of Hormuz. This is why watching the 

number of vessels moving here will be so critical to oil markets in the coming days. That 

said, a pipeline exists in the United Arab Emirates that could divert oil to ports that avoid 

the Strait of Hormuz. A similar Saudi pipeline from the gulf area to the Red Sea was 

recently capable of transiting 7 million barrels per day.

We believe this would be the most damaging scenario, with the global supply of oil and 

LNG restricted. As shown in the charts below, Asian countries are perhaps the most 

vulnerable, especially Japan and Singapore.

1.Financial Times: Insurers to 

cancel policies and raise 

prices for ships in Gulf and 

Strait of Hormuz; 28 February 

2026.
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Vulnerability to Middle East oil (2024 data)
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Vulnerability to Middle East LNG (2024 data) 
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Notes: Vulnerability to Middle East Oil shows imports of crude oil and oil products from Middle East 

countries as a percent of total oil imports and as a percent of primary energy consumption in the 

countries and areas shown. Data is for 2024. 

Source: 2025 Energy Institute Statistical Review of World Energy and Invesco Strategy & Insights.

Notes: Vulnerability to Middle East LNG shows imports of liquified natural gas from Middle East 

countries as a percent of total LNG imports and as a percent of primary energy consumption in the 

countries and areas shown. Data is for 2024. 

Source: 2025 Energy Institute Statistical Review of World Energy and Invesco Strategy & Insights

Anticipated market reaction 

As markets open on Monday, we anticipate the initial market reaction will very likely 

be one of a risk-off nature. In particular:

• Equities. We expect equities to move lower in the immediate aftermath of these 

events, but the outlook thereafter hinges on how the situation unfolds. We think 

most of the effect is likely to be felt through higher oil prices. In other words, we 

expect energy producers to fare better than energy consumers. Within equities, 

cyclical and consumer sectors may be hit hardest. We expect defence, energy 

majors, and gold miners to benefit from this kind of geopolitical shock.

In terms of regional characteristics, we believe European equities are structurally 

more exposed to energy price shocks than US markets, given higher energy 

intensity in industry and greater dependence on imported hydrocarbons. This also 

applies to Japan. Many emerging markets that rely on foreign energy sources 

could be at risk, but energy-producing nations may fare better. We also note that 

many Asian economies rely on imports from the Middle East, which we think may 

result in downward pressure on local assets.
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• Bonds. We think that bond yields could rise in the short term on concern about 

higher inflation, though falling real yields (on concern about economic growth) 

could dampen the effect. It is possible that some government bond markets could 

benefit from so-called “safe haven” demand, but we think inflation concerns would 

dominate. On that basis, and given the energy independence of the US, we 

suspect US Treasuries may be less impacted than European and Japanese 

government bonds. We would expect high yield bonds to suffer a widening of 

spreads, as economic concerns build.  

• The US dollar. Normally we’d expect the dollar to rally in an early risk-off 

scenario, and that may still happen now now. Since the US is an energy exporter, 

it could benefit if energy prices rise. We believe that US assets could be relatively 

well-insulated given the greater energy independence of the US economy. 

However, following 2025’s Operation Midnight Hammer, the dollar initially saw a 

tepid rally and then underperformed in the days thereafter. We think this could 

happen again now as the so-called “safe haven” status of the USD has recently 

been questioned. We expect the currencies of energy-exporting nations to 

strengthen, including the Canadian dollar, Mexican peso, Norwegian krone and 

Middle East currencies (though the effect on the latter may be dampened by the 

proximity to conflict).

• Energy. At the time of this writing, Asian crude futures have just opened higher. 

As we outlined above, there are a range of possibilities for how oil and gas prices 

evolve. We expect the initial reaction to be a leg higher, reflecting elevated risks. 

We assess that the most likely outcome is that Iran’s military capabilities are 

disrupted, but that its oil facilities are not and that the Strait of Hormuz remains 

open. This would suggest a relatively modest boost to energy prices in the 

medium-term, in our view. 

• Precious metals. We believe that gold and silver prices are likely to rise as 

markets digest a new wave of geopolitical uncertainty. Even if the Strait of Hormuz 

remains open, we anticipate precious metals to benefit from greater uncertainty. 
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What are we watching now? 

As noted above, we are monitoring the situation, particularly around the Strait of 

Hormuz. Tanker movements, US Navy statements, and insurance market rates are 

likely to be key areas of interest in the coming days. Similarly, Saudi Aramco and Abu 

Dhabi National Oil Company communications on infrastructure status can allay or 

heighten market concerns, depending on how missile strikes evolve. In the short 

term, Gulf airports’ operational status and international airspace restrictions will 

attract attention but likely bring minimal economic impact.

So what does this mean for our core views?

There are historical analogies for what might happen, but they are imperfect as this 

conflict is a more direct and escalatory confrontation. Still, they underscore a key 

market dynamic: without physical infrastructure damage or durable Hormuz 

disruption, spikes in crude (and natural gas) tend to fade as supply concerns prove 

transient. The key difference today is that Iran has already signalled and executed far 

wider retaliation than in any prior episode.

However, we emphasize our belief that most actors here do not want to see a major 

oil supply shock that harms the US and global economies. These are troubling and 

very fluid events, but based on the information we have today, we don’t materially 

change our core views.

Rapid Response  |  US-Israel Strikes on Iran



Investment risks

The value of investments and any income will fluctuate (this may partly be the result of exchange rate fluctuations) and investors may not get back the 

full amount invested.

Important information

By accepting this document, you consent to communicating with us in English, unless you inform us otherwise.

This marketing communication is for informational purposes only and is intended only for Professional Clients and Financial Advisers in Continental 

Europe (as defined below); Professional Clients only in Dubai, Ireland, the Isle of Man, Jersey, Guernsey and the UK; for Qualified Clients/Sophisticated 

Investors in Israel, for Professional/Qualified/Sophisticated Investors in Bahrain, Jordan, Kuwait, Lebanon, Mauritius, Oman, Qatar, Saudi Arabia, South 

Africa, Tunisia, Turkey, and the United Arab Emirates; for Professional Investors in Hong Kong, for certain specific sovereign wealth funds and/or 

Qualified Domestic Institutional Investors approved by local regulators only in the People’s Republic of China, for Sophisticated/Professional Investors in 

Australia, for Institutional Investors in the United States, Peru and Singapore; for AFPs and Qualified Investors in Chile and Colombia; for 

Accredited/Institutional Investors in Mexico; for Wholesale Investors (as defined in the Financial Markets Conduct Act) in New Zealand; for certain 

specific Qualified Institutions and/or Sophisticated Investors only in Taiwan, for Qualified Professional Investors in Korea, for certain specific institutional 

investors in Brunei and Indonesia, for Qualified Institutional Investors and/or certain specific institutional investors in Thailand, for qualified buyers in 

Philippines and for certain specific institutional investors in Malaysia, upon request, for informational purposes only. This document is only intended for 

use with Qualified Institutional Investors in Japan; in Canada, this document is restricted to Institutional Investors and Advisors, is for educational 

purposes only, does not constitute investment, tax or legal advice and should not be relied on as such. This is not to be construed as an offer to buy or 

sell any financial instruments and should not be relied upon as the sole factor in an investment making decision. As with all investments there are 

associated inherent risks. Please obtain and review all financial material carefully before investing. All material presented is compiled from sources 

believed to be reliable and current, but accuracy cannot be guaranteed.

Continental Europe is defined as Andorra, Austria, Belgium, Bulgaria, Czech Republic, Croatia, Denmark, Finland, France, Germany, Gibraltar, Greece, 

Hungary, Italy, Kosovo, Latvia, Lithuania, Liechtenstein, Luxembourg, Malta, Monaco, Netherlands, North Macedonia, Norway, Poland, Portugal, 

Romania, Slovakia, Slovenia, Spain, Sweden and Switzerland.

In Monaco this document is for duly authorised intermediaries only. Such intermediaries are banks and financial activities companies duly licensed by 

the “Commission de Contrôle des Activités Financières” by virtue of Law n° 1.338, of September 7, 2007, and authorised under Law n° 1.144 of July 26, 

1991. 

This is marketing material and not financial advice. It is not intended as a recommendation to buy or sell any particular asset class, security or strategy. 

Regulatory requirements that require impartiality of investment/investment strategy recommendations are therefore not applicable nor are any 

prohibitions to trade before publication.

Views and opinions are based on current market conditions and are subject to change.

These materials may contain statements that are not purely historical in nature but are “forward-looking statements.” These include, among other things, 

projections, forecasts, estimates of income, yield or return, future performance targets, sample or pro forma portfolio structures or portfolio composition, 

scenario analysis, specific investment strategies and proposed or pro forma levels of diversification or sector investment. These forward-looking 

statements can be identified by the use of forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” 

“continue,” “target,” “believe,” the negatives thereof, other variations thereon or comparable terminology. Forward looking statements are based upon 

certain assumptions, some of which are described herein. Actual events are difficult to predict, are beyond the Issuer’s control, and may substantially 

differ from those assumed. All forward-looking statements included herein are based on information available on the date hereof and Invesco assumes 

no duty to update any forward-looking statement.

All data as at 1 March 2026 unless otherwise stated. All data is USD, unless otherwise stated.

Restrictions on distribution

Australia

This document has been prepared only for those persons to whom Invesco has provided it. It should not be relied upon by anyone else. Information 

contained in this document may not have been prepared or tailored for an Australian audience and does not constitute an offer of a financial product in 

Australia. You may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

The information in this document has been prepared without taking into account any investor’s investment objectives, financial situation or particular 

needs. Before acting on the information the investor should consider its appropriateness having regard to their investment objectives, financial situation 

and needs.

You should note that this information:

• may contain references to dollar amounts which are not Australian dollars;

• may contain financial information which is not prepared in accordance with Australian law or practices;

• may not address risks associated with investment in foreign currency denominated investments; and

• does not address Australian tax issues.

New Zealand

This document is issued only to wholesale investors (as defined in the Financial Markets Conduct Act) in New Zealand to whom disclosure is not 

required under Part 3 of the Financial Markets Conduct Act. This document has been prepared only for those persons to whom it has been provided by 

Invesco. It should not be relied upon by anyone else and must not be distributed to members of the public in New Zealand. Information contained in this 

document may not have been prepared or tailored for a New Zealand audience. You may only reproduce, circulate and use this document (or any part of 

it) with the consent of Invesco. This document does not constitute and should not be construed as an offer of, invitation or proposal to make an offer for, 

recommendation to apply for, an opinion or guidance on Interests to members of the public in New Zealand. Applications or any requests for information 

from persons who are members of the public in New Zealand will not be accepted.

Issued in Australia and New Zealand by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, Melbourne, Victoria, 3000, 

Australia which holds an Australian Financial Services Licence no. 239916.



Israel: This document may not be reproduced or used for any other purpose, nor be furnished to any other person other than those to whom copies 

have been sent. Nothing in this document should be considered investment advice or investment marketing as defined in the Regulation of Investment 

Advice, Investment Marketing and Portfolio Management Law, 1995 (“Investment Advice Law”). Neither Invesco Ltd. nor its subsidiaries are licensed 

under the Investment Advice Law, nor does it carry the insurance as required of a licensee thereunder.

This document is provided by Invesco Management S.A., President Building, 37A Avenue JF Kennedy, L-1855 Luxembourg, regulated by the 

Commission de Surveillance du Secteur Financier, Luxembourg, Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich, Switzerland, and 

Invesco Asset Management Limited, Perpetual Park, Perpetual Park Drive, Henley-on Thames, Oxfordshire RG9 1HH, UK Authorised and regulated by 

the Financial Conduct Authority, Invesco Asset Management Limited, Index Tower Level 6 - Unit 616, P.O. Box 506599, Al Mustaqbal Street, DIFC, 

Dubai, United Arab Emirates. Regulated by the Dubai Financial Services Authority.

This document is issued in the following countries:

• in Hong Kong by Invesco Hong Kong Limited 景順投資管理有限公司, 45/F, Jardine House, 1 Connaught Place, Central, Hong Kong

• in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 048619.

• in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). Invesco Taiwan Limited is operated and 

managed independently.

• in Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1 Roppongi, Minato-ku, Tokyo 106-6114: Registration 

Number: The Director – General of Kanto Local Finance Bureau (Kin-sho) 306; Member of the Investment Trusts Association, Japan and the Japan 

Investment Advisers Association

• in the US by Invesco Advisers, Inc., 1331 Spring Street NW, Suite 2500, Atlanta, GA 30309 and Invesco Capital Management LLC, 3500 Lacey 

Road, Suite 700, Downers Grove, IL 60515

• in Canada by Invesco Canada Ltd., 16 York Street, Suite 1200, Toronto, Ontario M5J 0E6

Telephone calls may be recorded.

Invesco.com Invesco Distributors, Inc.II-RARE-INSI-3   03/26 GL5262340 

© 2026 Invesco. All rights reserved. 


	Slide 1: Rapid Response
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8

