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Market Perspectives: Iran conflict causing short-term volatility, but investors should stay committed
to longer-term plans
 

The recent military action in Iran was not unexpected, as the buildup in hardware and rhetoric had been growing for weeks. The surprise was in the

extent, severity, and breadth of Iran’s retaliation, including attacks on neighbouring countries. The spike in energy prices was predictable given

concerns about supply disruptions, specifically through the Strait of Hormuz, that could be short-term in nature. The risk of longer-term effects

will depend on the length and escalation of the current operation and if retaliatory strikes end up significantly damaging energy infrastructure

in the region.

The overall uncertainty and risk-off sentiment has also led to volatility in equity markets. Investors generally suffer when panicking and quickly

abandoning longer-term planning in the face of such volatility, as many will remember from the Liberation Day sell-off in April 2025. As such,

we have compiled a table of somewhat similar conflicts of the last 35 years and considered the reaction of equity markets over the first week,

three-month, and one-year periods. As evident in the table below, investors that stick to established longer-term plans generally ride through

short-term volatility.

Table 1 - Historical Major Geopolitical Shocks and Subsequent Market Performance

Event Date Duration 1 week 3 months 1 year 1 week 3 months 1 year 1 week 3 months 1 year

Iraq Invades Kuwait 1990-08-02 7 Months -4.4% -13.6% 8.9% -2.6% -13.6% -1.3% 19.0% 63.5% -1.1%

Operation Desert Storm 1991-01-17 1.5 Months 5.9% 22.9% 32.5% 1.5% 11.7% 15.6% -20.5% -34.6% -40.7%

Gorbachev Coup 1991-08-19 3 Days 2.1% -0.1% 9.3% 0.1% 0.7% -4.2% 3.2% 5.1% 1.2%

World Trade Center Bombing 1993-02-26 1 Day 0.9% 1.8% 5.4% 1.9% 11.7% 26.1% 1.1% -2.9% -29.8%

9/11 Attacks 2001-09-11 1 Day -5.5% 4.0% -16.8% -6.8% 2.5% -9.9% 0.5% -34.8% 7.6%

Iraq War 2003-03-20 9 Years -0.6% 13.8% 27.0% -1.6% 9.7% 33.0% 1.0% -0.5% 26.9%

Russia Invades Georgia 2008-08-07 5 Days 0.3% -29.8% -21.6% -0.7% -29.0% -19.1% -3.0% -48.8% -40.1%

Russia Takes Crimea 2014-02-27 1 Month 1.7% 4.1% 14.1% 0.6% 2.8% 7.4% -1.1% 0.7% -51.6%

Russia Invades Ukraine 2022-02-24 Ongoing 3.3% -4.0% -6.0% 2.4% -1.0% -2.5% 16.9% 26.1% -17.3%

Hamas Attacks Israel 2023-10-07 2 years 0.4% 9.0% 33.5% 1.1% 8.8% 25.5% 5.8% -10.7% -9.5%

Israel Attacks Iran’s Nuclear Facilities 2025-06-13 12 Days -1.3% 8.9% - -0.4% 10.0% - 10.2% -8.3% -

U.S. and Israel Attack Iran 2026-02-28 Ongoing - - - - - - - - -

S&P 500 price change after TSX Composite price change after WTI Oil price change after 

Source: FactSet, Raymond James Ltd.; Data as of March 2, 2026.

Chart 1 - Growth of US$10,000 in the S&P 500 Price Index (1990/01/01 - 2026/03/02)

Source: FactSet, Raymond James Ltd.; Data as of March 2, 2026.

 

Please read domestic and foreign disclosure/risk information beginning on page 3

RAYMOND JAMES LTD. | 100 YONGE STREET, SUITE 1400, TORONTO, ON M5C 2W1



Investment Strategy (Canada)
 

History Shows Markets Recover When Oil Price Normalizes

As shown in Table 1, the immediate one-week market reaction has been negative in roughly one-third of the historical episodes examined. That

said, when the broader economic backdrop remains intact, equity markets have generally stabilized and recovered over the subsequent three-

month period.

A key differentiating factor has been the trajectory of WTI crude prices. In the two historical cases where equities continued to experience

significant losses (1990 and 2022) over the subsequent three-month period, oil prices moved materially higher following the initial geopolitical

shock rather than retracing. Sustained strength in oil typically signals either escalation or prolonged disruption, which extends risk-off positioning

and absorbs market liquidity. More importantly, persistently elevated oil prices tend to feed into broader inflation pressures. This, in turn,

constrains monetary policy flexibility, prompting a more hawkish Federal Reserve response and upward pressure on both the front-end and the

long-end of the yield curve. Higher short-term rates raise corporate borrowing costs, while rising 10-year yields weigh on equity valuations through

discount rate effects.

The good news is that extending the observation horizon to one year suggests that, absent an overlapping economic downturn or financial

crisis (e.g., the 2002 accounting scandals, the 2008 Global Financial Crisis, or the 2022 technology-led selloff), equity markets have generally

demonstrated the capacity to recover from geopolitical conflicts over time.

Oil Price Shock Scenarios and Market Implications

Our base case in the current conflict assumes a ceasefire within the next three to five weeks, with crude oil prices retreating toward the US$65/

bbl range within a reasonable timeframe. If this scenario unfolds, historical precedent suggests North American equity markets should begin to

recover over the next three months as risk-off sentiment fades and energy-driven inflation concerns ease.

A second, still plausible scenario is that the conflict continues at a lower intensity, without sustained disruption to the Strait of Hormuz. In that

case, oil prices could remain elevated around US$80/bbl. A move of this magnitude (20%+, from pre-event pricing) would likely add roughly 0.4

percentage points to developed market inflation (rule of thumb: every 5% increase in oil adds ~0.1 percentage points to inflation). While this would

create some inflation pressure and keep central banks cautious, the broader economic impact should remain manageable. If tensions gradually

de-escalate, equity markets would likely be able to stabilize and recover over a 12-month horizon.

In a tail-risk scenario, involving a prolonged shutdown of the Strait of Hormuz, which handles 20-25% of global oil exports, crude could spike

toward US$100–110/bbl. Even in that environment, the U.S. and Canada would likely be more resilient than energy-import-dependent developed

markets such as Europe and Japan, given our higher levels of domestic energy production.

Geopolitical shocks can create uncomfortable volatility, but history shows that markets have consistently recovered over time. Investors who stay

disciplined and avoid reacting to short-term headlines are typically rewarded as conditions normalize. Remaining invested and focused on long-

term objectives has proven far more effective than attempting to time periods of uncertainty.
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IMPORTANT INVESTOR DISCLOSURES

Complete disclosures for companies covered by Raymond James can be viewed at: Disclosures https://raymondjames.bluematrix.com/sellside/

Disclosures.action

This newsletter is prepared by the Private Client Services team (PCS) of Raymond James Ltd. (RJL) for distribution to RJL’s retail clients. It is not

a product of the Research Department of RJL.

All opinions and recommendations reflect the judgement of the author at this date and are subject to change. The author’s recommendations may

be based on technical analysis and may or may not take into account information in fundamental research reports published by RJL or its affiliates.

Information is from sources believed to be reliable, but accuracy cannot be guaranteed. It is for informational purposes only. It is not meant to

provide legal or tax advice; as each situation is different, individuals should seek advice based on their circumstances. Nor is it an offer to sell or

the solicitation of an offer to buy any securities. It is intended for distribution only in those jurisdictions where RJL is registered. RJL, its officers,

directors, agents, employees and families may, from time to time, hold long or short positions in the securities mentioned herein and may engage

in transactions contrary to the conclusions in this newsletter. RJL may perform investment banking or other services for, or solicit investment

banking business from, any company mentioned in this newsletter. Securities offered through Raymond James Ltd., Member-Canadian Investor

Protection Fund. Financial planning and insurance offered through Raymond James Financial Planning Ltd., not a Member-Canadian Investor

Protection Fund.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual funds. Please read the prospectus before

investing. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. The results presented

should not and cannot be viewed as an indicator of future performance. Individual results will vary and transaction costs relating to investing in

these stocks will affect overall performance.

Securities mentioned in this publication may entail higher risk. Clients should contact their Financial Advisor to determine if the securities are

compatible with their risk tolerance and investment objectives.

Information regarding High, Medium, and Low-risk securities is available from your Financial Advisor.

RJL is a member of the Canadian Investor Protection Fund. © 2026 Raymond James Ltd.
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