
 

  
  

 

 

  
 

    
     

   
     

 

  
 

 

        
   

     

Navigating the Israel–Iran conflict: What 
investors need to know 
June 16, 2025 

Eric Morin, CFA, Director, Global Macro & Strategy 

How might the conflict evolve? A quick resolution appears unlikely but 
we see limited escalation 
Israel acted to disrupt Iran’s nuclear program before it reached a point of no return — when Iran could produce a 
nuclear weapon quickly. Iran has an incentive to retaliate to restore deterrence and political credibility at home, but 
wants to avoid a broader conflict it likely cannot win, especially one involving the US. The most likely outcome is a 
calibrated strategy: limited but targeted attacks over several weeks. Israel appears prepared for sustained operations. 

What could go wrong? 

U.S. military involvement: If Israel cannot destroy underground nuclear infrastructures, it may seek to push the US into 
a direct strike campaign (involving "bunker-buster" bombs). That said, inflation concerns arising from surging oil 
prices reduce the likelihood of this event or one requiring large-scale US support. 

Strait of Hormuz disruption: Iran may threaten or attempt to block the Strait of Hormuz — a chokepoint for 1/5 of 
global oil exports. Even partial disruption could spike oil prices, but trigger the risk of a likely US military response, 
posing a direct threat to Iran’s regime. At this time, it appears unlikely that Iran will take this avenue. 



        
 

    
  

     

 

      
      

         
    

      
    

   
   

   

 
      

   

   
    
     

  
 

 

 

 

 

 

 

 

 

 

 

 

Regime-change perception: Strikes on Iranian leaders and infrastructure may be seen as an existential threat, 
particularly in a context of domestic tensions in Iran. If Iran believes regime change is the goal, retaliation and 
escalation could expand materially. 

What are oil price prospects and risks? 

Our base case: Limited upside for oil prices in the near term, followed by downside pressures towards a $60–$70 
range, which is the 12-month range we published in our Spring outlook. That said, ongoing tensions are likely to keep 
oil prices above $70 in the near term due to a political risk premium. Barring a major supply shock, a lasting spike 
appears unlikely. If we are wrong, a prolonged conflict with significant escalation could push oil to $100 for a few 
months. In this risk scenario, we would expect Saudi Arabia and other OPEC producers to ramp up output quickly to 
mitigate the negative impact of higher oil prices on the global economy — and ultimately on their revenues. It is worth 
noting that oil prices declined following the start of the Iraq war in 2003 and the US invasion of Afghanistan in 2001, 
as military strikes deliberately avoided targeting oil infrastructures. 

What are the implications for investors? 

In the current environment, it is important for investors to stay invested. Markets generally recover rapidly from 
contained geopolitical shocks. We expect them to look through this. A well-diversified portfolio aligned with long-term 
goals remains the best defense against short-term volatility. 

The balance of risks for oil prices is skewed to upside given geopolitical risks. This risk skew may favour inflation-
protective cyclical assets such as commodities, infrastructure, and defense-linked industrials. Equities — especially the 
most energy-exposed — are likely to remain resilient, albeit with periods of heightened volatility. Oil price risks reduce 
the attractiveness of long-duration bonds. The US dollar may face less downside or even some temporary upside 
depending on oil’s trajectory. 
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Forward-looking statements include statements that are predictive in nature, that depend upon or refer to future 
events or conditions, or that include words such as "expects", "anticipates", "intends", "plans", "believes", "estimates", 
or other similar wording. In addition, any statements that may be made concerning future performance, strategies, or 
prospects and possible future actions taken by the fund, are also forward-looking statements. Forward-looking 
statements are not guarantees of future performance. These statements involve known and unknown risks, 
uncertainties, and other factors that may cause the actual results and achievements of the fund to differ materially 
from those expressed or implied by such statements. Such factors include, but are not limited to: general economic, 
market, and business conditions; fluctuations in securities prices, interest rates, and foreign currency exchange rates; 
changes in government regulations; and catastrophic events. The above list of important factors that may affect future 
results is not exhaustive. Before making any investment decisions, we encourage you to consider these and other 
factors carefully. CIBC Asset Management Inc. does not undertake, and specifically disclaims, any obligation to update 
or revise any forward-looking statements, whether as a result of new information, future developments, or otherwise 
prior to the release of the next management report of fund performance. 

The views expressed in this material are the views of CIBC Asset Management Inc. as of June 2025 unless otherwise 
indicated, and are subject to change at any time. CIBC Asset Management Inc. does not undertake any obligation or 
responsibility to update such opinions. This material is provided for general informational purposes only and does not 
constitute financial, investment, tax, legal or accounting advice, it should not be relied upon in that regard or be 
considered predictive of any future market performance, nor does it constitute an offer or solicitation to buy or sell any 
securities referred to. Individual circumstances and current events are critical to sound investment planning; anyone 
wishing to act on this material should consult with their advisor. The material and/or its contents may not be 
reproduced without the express written consent of CIBC Asset Management Inc. Past performance may not be 
repeated and is not indicative of future results. ® The CIBC logo and "CIBC Asset Management" are registered 
trademarks of CIBC, used under license. 
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