
 

 

 

 

 

 

 

 

Weathering the Strike  
The past two days have been the most intense of the Iran conflict. President Trump effectively deescalated his own escalation by 
extending his last-Friday ultimatum – that Iran reopen the Strait of Hormuz or face major economic damage via destroyed power 
plants – from 48 hours to the end of this week. In response, equity markets recovered most of last Friday’s significant drop as oil 
prices fell to $89/barrel (from $98/barrel last Friday). Trump’s Liberation Day II sequel appears to be a page right out of the 
Liberation Day I playbook – set high demands and negotiate to (his side of) the middle. We must be mindful of lingering economic 
damage from recently elevated oil prices, but the data suggests the U.S. economy can bunker down and survive.

Headline hysteria. Don’t believe everything you read – or at least 
don’t take what the media speculates as fact. Yes, the conflict rages 
on – but the U.S. does not appear to be losing the war (in fact, based 
on the originally communicated timeline of 4-5 weeks, the operation 
is likely ahead of schedule in meeting its objectives). Yes, ~20% of 
global oil supplies pass through the Strait of Hormuz – and it’s closure 
has resulted in oil prices spiking to a recent market-close high of 
$98/barrel and gas prices jumping ~33% to an average $3.96/gallon – 
but this does not mean that recession is imminent (especially in 
today’s less-energy-intensive U.S. economy). 

Economic reality. The recent jump in oil prices to nearly $100/barrel 
was certainly a shock to the investor base – but it’s important to 
remember we’ve been here before. Per the left panel of Exhibit 1, oil 
prices breached $100/barrel in the early days of the Russian-Ukraine 
War, with a peak (using monthly data) of $115/barrel ($124/barrel 
using daily prices) and remaining elevated for six months – no 
recession came of it. Prior to that, oil prices averaged $96/barrel 
($137/barrel in today’s prices) for a full three years from mid-2011 
through mid-2014 – also without a recession. 

Economic efficiency. A fair counterpoint to the above is the fact that 
oil prices spiked over 50% in less than a month (even during the 
Russian invasion, the largest 30-day gain in oil prices was “just” 

~45%). To avoid recession, such a quick change in an input cost as 
vital as oil/energy must be overcome by a relatively quick economic 
adjustment – either in the form of new oil/energy supply or less 
oil/energy demand. Luckily, the U.S. economy has become much 
more flexible on this matter. Per the right panel of Exhibit 1, U.S.-
economy oil efficiency – the amount of real economic output per 
barrel of oil – has increased by 50% since pre-global-financial-crisis 
levels (2007), thanks to greater fuel efficiency and technological 
advancements. Even at the current $89/barrel, the U.S. economy 
produces ~$18 of output per $1 of oil – still within the past decade’s 
range and nearly double that of the mid-2011 to mid-2014 timeframe.  

Investors not looking for comfort – just liquidity. Since Iran concerns 
first surfaced on February 25, the max drop in gold prices was twice 
as much as that of the S&P 500 (12.5% vs. 6.2%). This suggests 
recent market movements are less driven by recession fears and 
more driven by liquidity needs (selling winners, potentially to meet 
margin calls elsewhere). Meanwhile, Bitcoin – where the 40%+ drop 
since last October likely served to flush out speculators – is up over 
the same timeframe (1.4%). At present, the key market barometer is 
interest rates – the 10-year U.S. Treasury yield’s recent jump to 4.4% 
similarly suggests little fear of recession, but could also impede any 
post-Iran rally. We continue to recommend that clients maintain 
current portfolio positioning – as we wait for the strike to pass.
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Exhibit 1: Gauging the economic hit from higher oil prices 
Oil prices remain below post-Russian invasion levels and in line with the levels of the early-2010s; greater efficiency reduces economic impact. 

         
Source: Bloomberg L.P. (2026). “Current” as of 3/23/2026. Oil prices based on the West Texas Intermediate spot futures contract. 
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Disclosures 
“BMO Wealth Management” is a brand delivering investment management services, trust, deposit and loan products and services through 
BMO Bank N.A., a national bank with trust powers; family office services and investment advisory services through BMO Family Office, LLC, 
an SEC-registered investment adviser; investment advisory services through Stoker Ostler Wealth Advisors, Inc., an SEC-registered 
investment adviser; and trust and investment management services through BMO Delaware Trust Company, a Delaware limited purpose trust 
company. These entities are all affiliates and owned by BMO Financial Corp., a wholly owned subsidiary of the Bank of Montreal. BMO 
Delaware Trust Company operates only in Delaware, does not offer depository, financing or other banking products, and is not FDIC insured. 
Not all products and services are available in every state and/or location. Investment products and services are: NOT A DEPOSIT – NOT 
INSURED BY THE FDIC OR ANY FEDERAL GOVERNMENT AGENCY – NOT GUARANTEED BY ANY BANK – MAY LOSE VALUE. Capital Advisory Services 
are offered by a division of BMO Bank N.A. 

This report is not a client-specific suitability analysis or recommendation, to buy, sell, or hold any security. Do not use this report as the sole 
basis for your investment decisions. Do not select an asset class, investment product, or investment manager based on performance alone. 
Consider all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time 
horizon. 

This report and any discussions of specific securities, fund managers, or investment strategies are for informational purposes only and are 
not investment advice. This report does not predict or guarantee the future performance of any security, fund manager, market sector, or 
the markets generally. 

This report contains our opinion as of the date of the report. We will not update this report or advise you if there is any change in this report 
or our opinion. We do not represent or warrant that this report or our opinions are accurate or complete. This report and our opinions are 
based on numerous sources believed to be reliable. It is not guaranteed for accuracy but provided for informational purposes only. 

Forward-looking statements in this report involve risks, uncertainties, and other factors that may cause actual performance to differ 
materially from the projections and opinions contained in the report. Do not place undue reliance on these forward-looking statements, 
which reflect our opinions only as of the date of the report. The words “may,” “could,” “should,” “would,” “suspect,” “believe,” “expect,” 
“intend,” “forecast,” and similar expressions identify forward-looking statements. Forward-looking statements are not guarantees of future 
performance or events. Forward-looking statements involve risks and uncertainties about general economic factors. It is possible that 
predictions, projections and other forward-looking statements will not be achieved. General factors that could cause our predications or 
projections to change include general economic, political, and market factors; interest and foreign exchange rates; global equity and capital 
markets; commodities markets; business competition; technological changes; changes in laws and regulations; judicial or regulatory 
judgments; legal proceedings; and catastrophic events. 

Investment involves risk. Market conditions and trends will fluctuate. Investment returns fluctuate, and investments when redeemed, may 
be worth more or less than the original investment. Asset allocation and diversification do not guarantee a profit and do not eliminate the 
risk of experiencing investment losses. Past performance is not indicative of future results. 

Alternative investments, such as private equity and hedge funds, present higher risks than other securities. These risks include illiquidity, 
stock or sector concentration, financial leverage, difficulties in valuation, and short selling. Alternative investments have minimal regulatory 
oversight and alternative fund managers have the latitude to employ numerous investment strategies with varying degrees of risk. 

Bitcoin and other cryptocurrencies are very speculative investments and involves a high degree of risk. Investors must have the financial 
ability, sophistication/experience and willingness to bear the risks of an investment, and a potential total loss of their investment. 

The index data shown is used for informational and comparative purposes.  You cannot invest directly in an index. Benchmark data does not 
reflect actual investment performance but reflects benchmark results of the underlying indices referenced.  

This report is not legal or tax advice. We do not provide legal advice to clients. You should review your particular circumstances with your 
independent legal and tax advisors. 

Our affiliates may provide oral or written statements that contradict this report.  

You may not copy this report or distribute or disclose the information contained in the report to any third party, except with our express 
written consent or as required by law or any regulatory authority. 

The market data provided above is from Bloomberg L.P. (2026) unless otherwise stated and is as of 3/23/26 unless otherwise noted. 

CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute. 
 


