
Thoughts & Comments 
A Market Perspective: War with Iran 

Five days ago, the United State launched a military campaign against Iran.  The Straits of 
Hormuz are a critical passageway to move oil and gas from the region around the world.  Stocks, 
somewhat predictable, have dropped dramatically.  No wait, they really haven’t.  Oil and gold 
prices surged on the war news... Oh, sorry, that didn’t really happen.  Ok, so now I am confused 
– there was an attack, wasn’t there?

If this is how you are feeling these days, you don’t need to check into a clinic, you have not lost 
your mind.  The attack, named Operation Epic Fury did start on Saturday, and the markets did 
respond by initially selling off, and oil prices did rise.  However, the markets, regardless of the 
spectacular headlines and frenzy (that’s what sells newspapers), were not surprised and other 
than the gyrations in the spot oil market, in actuality, the stock and bond market volatility had 
little to do with the military action. 

Here are three examples of actual data that defy the belief that the military operation is driving 
the markets. 

1) The S&P 500

Look at Chart 1 just below.  This is the S&P 500 index just prior to the initial attack on Saturday, 
2/28/26.  Notice, on Monday, when the market opened, it dropped1.2% but gained it all back by 
the end of the day and actually closed up a few points.  The next day, the market dropped even 
further, down 2.49%, before rallying back, down 0.94%.  Today, the markets closed up 0.8, so 
that the market is back to where it was on Friday before the attack. 

Chart 1 

S&P 500 Index just before and after the start of Operation Epic Fury – Data provided by Bloomberg 



2) U.S. Treasury Market
The second reason for our conviction is Chart 2 of the U.S. Treasury yield curve between last 
Friday and today.  Notice the entire curve shifted up (Yield rose and prices fell) across the entire 
range of maturities.  Typically, if the stock markets are panicking, then money runs into bonds as 
a safe haven.  If that had happened, interest rates would be lower, not higher. 

Chart 2 

U.S. Treasury Yield Curve as of 2/27/26 (gold) vs 3/4/26 (green) – Data provided by Bloomberg 

3) Oil Prices vs Oil Producers
Chart 3 shows Exxon-Mobil’s price action over the past week vs Brent Oil.  Exxon makes money 
by producing and selling oil.  Brent Crude is the world oil market and represents current trades 
between buyers and sellers. 

Chart 3 

Exxon-Mobil (white and left axis) vs Brent Crude (blue line and right axis) – data provided by Bloomberg 



Notice that Exxon’s price jumped initially on the news of the military operation but came right 
back down while crude prices have remained elevated.  This suggests to us that there are 
questions about the short term (days and weeks) but that long-term supply and demand have 
not changed. 

Similarly, gold, rose 2.7% on Monday, but settled up only 0.8%, a rather muted response.  Gold 
today is lower by 2.8% from Friday’s close. 

All of these responses suggest that something other than the fight in the Middle East is really 
driving market and that something, we believe, is deleveraging.  We noted in our review for 
2026 (published December 8, 2025) that markets were very leveraged (illiquid) and that any 
surprise could lead to increased volatility.  With the fear of the impact the fighting  might have 
on inflation and global economies, speculators reduced their leverage which explains why we 
saw violent moves that were counter what would normally happen to markets during a war. 

The Bottom Line… 
The recent volatility has more to do with deleveraging in the marketplace than it does with the 
war with Iran.  That has led to violent short-term moves in the markets, but, in the end, have us 
back pretty much to where we started! 

The economy still appears quite strong with significant tailwinds.  However, if the war lasts 
longer than people’s expectations, this could lead to some additional stress about global 
inflation and we will continue to monitor this. 

In the meantime, we are well positioned for this volatility, and weakness can actually be a 
source of opportunity.  We will continue to watch, analyze and keep you informed.
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