Verus Market Note

A wild ride for energy markets

Escalating tensions between Iran
and Israel have led to fears of
broader military conflict and a
possible energy supply shock. Iran
produces nearly 5% of the world’s
oil, and approximately 20% of global
oil and gas is shipped through the
Strait of Hormuz, which could be
quickly blocked by Iran.

In this week’s Market Note, we
chart the price of a barrel of oil
alongside notable news and events
in the region. There has been
growing optimism for a ceasefire
between the two nations after the
United States executed a direct
attack on Iranian nuclear facilities
which was followed by a muted
response from Iran. A ceasefire
looks like it could hold, which has
sent oil prices tumbling. Uncertainty
remains high, however. With energy
as an important element of inflation
baskets, this may have implications
for inflation and interest rates in the
medium term.
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June 22" —The U.S. attacks
Iran directly, sending B-2
bombers to strike multiple
Iranian nuclear sites. Oil price
falls dramatically after fears
of Iranian escalation ease.
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June 13t — Israel attacks dozens
75 of nuclear, military, infrastructure,
and other strategic targets.
Attacks are made possible by an
Israeli drone base that had been
secretly built inside Iran’s borders.
Oil price rises substantially.
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Early June — U.S./Iran negotiations around

60 Iran’s nuclear capabilities appear to be

yielding little progress. Iran suggests that
any denuclearization request is a non-

- starter. Price of oil moves higher.
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June 23 — |ran attacks U.S. Air Base in
Qatar, although the missiles were
intercepted. It was reported that Iran
had precleared this attack with the
U.S. and Qatar. Oil price falls
precipitously as markets see this
retaliation as muted.
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June 16t —Iran
launches barrage of
missiles into Israel,
damaging the U.S.
Embassy in Tel Aviv.

/

June 24t — Ceasefire
between Israel and Iran
reportedly being negotiated,
although reports from both
nations are mixed. Oil falls
further to S65 per barrel.
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