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Capital Markets Perspective: Iran Conflict and Historical Market Behavior

We wanted to share with you our view on the impact of the recent developments in the
Middle East over the weekend on financial markets while remaining mindful that this impact
goes beyond economic repercussions.

History suggests that geopolitical shocks tend to generate short-term volatility rather than
lasting capital market dislocations, unless they result in a sustained disruption to energy
supply. Evidence from historical crisis episodes shows no consistent directional pattern in
government bond yields one month to one year after major geopolitical events, including
wars and regime-change efforts. Median movements in long-term Treasury yields have
generally been modest, though volatility around those averages is consistently elevated (See
Table 1).

Table 1: historic bond performance

Basis point change in 10-year yield after x-market days:

Market Day
Event Before Event 21 63 126 252
Korean War* 6/23/1950 6 7 7 29
Cuban Missile Crisis 10/19/1962 -5 2 9 24
Cambodia invasion 4/29/1970 20 -37 -34 -178
Iranian Hostage Crisis 1/2/1979 -52 56 -66 162
US. bombs Libya 4/14/1986 44 6 17 79
US. enters Gulf War 1/16/1991 44 -29 6 -119
Afghanistan War 10/5/2001 21 57 70 -88
Iraq War 3/19/2003 0 -61 22 22
USS. bombs Iranian nukes 6/20/2025 -3 24 -26 N/A
Median -3 -2 7 1

*Used Aaa corporates in 1950 since Treasury yields were fixed.
Source: Federal Reserve, NDR
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Equity markets have historically proven remarkably resilient. Across prior crises—including
the Gulf War, Afghanistan, and earlier U.S.-lran confrontations—stocks often declined
initially but rose over intermediate horizons as uncertainty faded. This reinforces a
well-documented pattern: markets tend to discount geopolitical headlines quickly unless
they materially alter the outlook for growth, inflation, or financial conditions (See Table 2).

Table 2: historic equity market performance

% change in the DJIA
Market Day after x-market days after initial reaction:

.Ewnt Before Event 21 63 126 252
Korean War 6/23/1950 a1 15.3 192 263
Cuban Missile Crisis 1018M962 121 171 262 304
;:amnadna invasion 4f29N970 D4 38 135 aei
Iranian Hostage Crisis 11/2/1979 47 11 23 170
US. bombs Libya 4141986 -4.3 &1 -10 259
US. enters Gulf War 111611991 18 14.3 150 245
Afghanistan War 10/5/2001 59 ns 12.4 168
Iraq War 3/19/2003 &5 g2 156 220
-U.S bambs Iranian nukes B/20/2025 54 Q7 136 MNSA
Median 5.5 11 13.6 25.2
Ser e: Dow Jones, NDR
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Energy markets remain the primary transmission channelto broader asset prices. Long-term
oil price history shows that large and persistent price spikes occur only when physical supply
is constrained, such as during the 1970s oil embargo or the Russia-Ukraine conflict. By
contrast, more recent Middle East events—including the 2019 Abqgaiq attack and regional
conflicts from 2023-2025—produced sharp but temporary oil price increases that faded
once supply continuity was restored or confirmed.



I\

Lynx

Investment Advisory

From a capital markets standpoint, the Strait of Hormuz is the critical variable. A prolonged
disruption would raise inflation risks, pressure consumer demand, and challenge risk assets
globally. Absentthat outcome, history argues for heightened volatility rather than a structural
shift.

Regarding your investment portfolios, we recommend maintaining quality in both equities
and bonds as we have been advising recently. We are also continuing to add duration
(extending average bond maturities) to portfolios where there is excess cash to be better
positioned should rates continue to decline. Please let us know if you have any questions or
if you would like to discuss your investments.

This article is written by Vipin Sahijwani and the Lynx Investment Advisory research team and is provided as a
courtesy by Roger Desai. The views and opinions expressed are those of the author, based on current economic and
market conditions and are subject to change. There is no guarantee that any statements of future expectations will
come to fruition. Keep in mind that current and historical facts may not be indicative of future results. All information
presented is believed to be reliable but not guaranteed.



