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The Importance of the Strait of Hormuz 
 

As we enter the second week of 
Operation Epic Fury, the impact of 
the conflict has spread regionally and 
is impacting all asset classes. The 
situation changes regularly but with 
the appointment of Mojtaba 
Khamenei as the new Supreme 
Leader, a resolution to the war may 
take longer than the White House had 
anticipated. At this point, markets are 
focusing on the impact the conflict is 
having on the Strait of Hormuz. In this 
weekly insights, we educate investors 
about the importance of the Strait of 
Hormuz, discuss the impacts we 
have seen thus far and offer our view 
about the economy, inflation and 
asset classes in the coming months. 

• The Strait of Hormuz carries 
~20% of the global seaborne oil 
trade and traffic has dropped 
~90-95% with hundreds of 
tankers waiting outside the Strait 
with nowhere to go. While the 
Strait is not legally closed, Iran 
has vowed (and already has) to 
attack ships passing through the 
crucial waterway. The Strait 
carries 20 million barrels/day of 
oil which is a substantial 
reduction in supply if the 
waterway remains closed.  

• Storage not supply issue: Iran 
does not export oil to many 
countries (mainly China). The 
major oil producing countries 
can still produce oil. They just 
have no way to transport it, so 
storage is at or near capacity. 
Therefore, we have seen some 
oil producers (e.g., Iraq, Kuwait, 
UAE and Saudi Arabia) cutting or 
shifting production.   

• Impact on oil: Crude oil prices 
have jumped to over $100/barrel 
and are at the highest level since 
2022. This is filtering into gas 
prices with the average price of a 
gallon of gasoline rising almost 
$0.70 from its January low to a 
two-year high ($3.48/gallon). 

• Risk asset impact: Volaitliy is 
surging with the VIX above 30 
this morning (highest since 
liberation day). Within equities 
the pain is being felt globally but 
more in emerging markets and 
Europe given their dependence 
on oil and proximity to the 
conflict. In the U.S., small and 
midcap stocks are bearing the 
brunt of the weakness along with 
high P/E sectors (e.g., growth).  

The Bottom Line: 
We have analyzed historical periods 
of conflict or aggression in the Strait 
of Hormuz and history suggests these 
periods often present buying 
opportunites for equities while oil 
prices tend to fall a year later.1 In this 
conflict, stagflation is a risk because 
of the surge in oil prices. One year 
inflation expectations have jumped to 
4.7% (the highest since 2022). This is 
likely to leave the Fed on the sidelines 
until the summer at a minumum. 
Higher energy prices and declining 
equity values can negatively impact 
spending. We think this can disrupt 
GDP in the near term but we are not 
talking about a recession. From an 
investment perspective, we reiterate 
our short duration recommendation 
in fixed income. While the conflict 
may go on longer than expected, we 
still see positive fundamentals in the 
U.S. economy and are not selling into 
the weakness. We are assessing all 
asset classes to see if valuations look 
attractive enough to put cash to work. 
The market was so overvalued prior to 
the conflict, that even with the recent 
pullback, valuations are not 
extraordinarily cheap.  

Key Takeaways: 
•  Operation Epic Fury enters second week.  

•  Strait of Hormuz is largely shutdown as war intensifies. 

•  Oil prices skyrocket as production slows due to limited storage and transportation options. 

•  Inflation expectations moving higher along with oil. 

•  History tells us past disruptions in the Strait of Hormuz can be buying opportunities.   
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Weekly Economic Recap – 
Manufacturing and service strong; Labor 
market weaker 

Manufacturing as measured by the ISM 
Manufacturing Index slipped in February but 
remained in expansion territory (a level above 
50). While production and new orders were 
weaker, a surge in the backlog of orders and 
imports helped the Index remain in expansion 
territory. In addition, the prices paid 
component rose to a four year high.  

Activity in the service sector, as measured by 
the ISM Services Index, rose in February to the 
highest level since July 2022. The rise in 
inventories, export orders and the backlog of 
orders led the gains. The prices paid 
component saw its biggest one month drop 
since January 2025. 

The U.S. economy lost 92K jobs in February 
bringing the rolling 12 month sum to 89K, the 
lowest since 2021. The weakness was 
attributed to weather disruptions, a labor 
strike in the healthcare space and continued 
reduction in government employees. The 
unemployment rate also increased for the first 
time in three months (from 4.3% to 4.4%). 

Retail sales declined at the headline level in 
January. The drop was due to slowing sales of 
autos, gas and health/personal care. When 
excluding volatile items like autos, food, gas 
and building materials, sales rose 0.3%. 
Spending at the core level was seen in 
furniture and internet sales.   

 

  

 

 

Weekly Market Recap – 
War leads to massive derisking of portfolios 

Equities: The MSCI AC World Index saw its worst one week decline since 
the market sell off in the week of “Liberation Day” (April 2025). All the 
major global indices declined as the U.S./Israel and Iran war continued 
and broadened to other countries. International equities (both developed 
and emerging markets) led the weakness. The MSCI EAFE dropped the 
most since April while emerging markets were dragged lower after Korea 
saw its worst one day drop on record.    

Fixed Income: The Bloomberg Aggregate Index posted its worst one week 
decline since April 2025. The surge in energy prices led to inflation fears 
and sent yields higher. Long term Treasuries (10 and 30 year) bore the 
brunt of the weakness.   

Commodities/FX: The Bloomberg Commodity Index posted its best one 
week gain in four years as energy prices skyrocketed on the war and the 
impact of disruptions in the Strait of Hormuz.      

 Key Takeaways: 
•  Manufacturing and service activity remains strong. 

•  U.S. economy loses jobs in February.  

•  Consumer remains strong. 

•  Global equities see worst week since Liberation Day.  

•  Treasuries sell off on inflation fears. 

•  Oil prices rise drastically as the war intensifies. 

 U.S. Economy Loses Jobs in February 

Footnotes: Data is as of February 2026. 
Data Source: Bloomberg Finance LP, Verdence Capital Advisors. 
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Dow Jones 
Industrial 
Average 

47,502  -2.9% -5.0% -0.6% 13.5% -0.9% 
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MSCI AC 
World 
(USD) 

1,017  -3.7% -2.3% 0.9% 21.3% 0.4% 

S&P 500 6,740  -2.0% -2.6% -1.6% 18.9% -1.3% 
MSCI EAFE 

(USD) 
2,964  -6.7% -2.9% 5.0% 21.2% 2.7% 

Russell 
1000 

Growth 
4,499  -0.7% -2.1% -6.5% 19.2% -5.5% 

MSCI 
Europe ex 
UK (USD) 

3,222  -7.7% -5.3% 1.8% 15.3% -1.1% 

Russell 
1000 Value 

2,139  -3.4% -3.1% 4.0% 17.8% 3.6% 
MSCI Japan 

(USD) 
5,192  -6.5% -0.3% 8.4% 29.1% 8.2% 

Russell 
2500 

4,420  -4.4% -5.0% 2.1% 22.0% 2.8% 
MSCI UK 

(USD) 
1,638  -6.1% -2.0% 7.6% 27.1% 3.8% 

Russell 
2000 

2,525  -4.0% -5.3% 0.5% 23.9% 2.0% 
MSCI EM 

(USD) 
1,500  -6.9% -0.4% 8.6% 35.4% 6.9% 

Nasdaq 22,388  -1.2% -2.7% -4.9% 24.7% -3.6% 
MSCI Asia 
ex Japan 

(USD) 
978  -6.4% 1.0% 8.6% 34.6% 7.2% 
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U.S. 
Aggregate 

4.4% -1.0% 0.4% 1.1% 5.7% 0.8% 
Bloomberg 
Commodity 

Index 
333 8.1% 11.8% 18.5% 31.1% 20.7% 

U.S. 
Govt/Credit 

4.3% -1.0% 0.4% 1.0% 5.3% 0.7% 
Crude Oil 
(USD/bbl) 

$106.0  48.8% 41.6% 47.8% 39.0% 48.6% 

U.S. 10 
Year 

Treasury 
4.1% -1.4% 0.8% 1.0% 5.8% 0.8% Gold ($/oz) $5,171.7  -4.6% 0.4% 20.7% 74.6% 17.6% 

U.S. TIPS 
(1-10YR) 

3.9% -0.1% 0.7% 1.3% 6.1% 1.2% Copper $575.7  -3.8% -4.9% 8.2% 21.1% -0.2% 

U.S. High 
Yield 

6.9% -0.4% -0.4% 0.7% 7.0% 0.3% Wheat $616.8  4.3% 14.4% 13.6% -2.2% 18.9% 

EM Bonds 
(USD) 

5.9% -1.1% -0.1% 0.9% 9.1% 0.5% U.S. Dollar 99 1.1% 2.8% 0.3% -4.2% 1.2% 

Municipal 
Bonds 

3.4% -0.8% 0.2% 1.6% 4.7% 1.4% VIX Index 29.5 48.5% 66.0% 91.4% 18.6% 97.3% 

 

 

 
 
 
 
 
 
 
 
 
 
 

Footnotes: Data is as of March 6,  2026. 
Source: Bloomberg Finance LP, Verdence Capital Advisors. 
 
 

 Broad Assets Weaker as War in Iran Intensifies 
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Disclaimer: 

© 2026 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC.  Reproduction without permission is not permitted. The indexes presented are 
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from 
the securities in the index.  
 
This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources 
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any 
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to 
change without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal, 
or tax advice. Past performance is not a guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future 
performance of any specific investment, investment strategy, or product or any non-investment related content, made reference to directly or indirectly in these materials will be 
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any 
discussion or information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only 
for sophisticated investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily 
marketable or transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors, 
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are unmanaged, and you cannot 
invest directly in an index. Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice 
regarding securities or markets contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such 
material. Verdence Capital assumes no responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any 
responsibility for any decisions or for the suitability of any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be 
entirely your own and not in any way deemed to be endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such 
research that is placed for execution is and will be treated as an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the 
accuracy, completeness, or timeliness of any such research or for updating such research, which is subject to change without notice at any time. Verdence Capital does not provide 
tax, or legal advice. Under no circumstance is the information contained within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular 
investment/security. Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed income investments are subject to various other risks 
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. Lower rated securities are 
subject to greater credit risk, default risk, and liquidity risk. Commodity‐related products, including futures, carry a high level of risk and are not suitable for all investors. Commodity‐
related products may be extremely volatile, illiquid and can be significantly affected by underlying commodity prices, world events, import controls, worldwide competition, 
government regulations, and economic conditions, regardless of the length of time shares are held. Data is provided for information purposes only and is not intended for trading 
purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in reliance on any content.  


