
 

 
Weekly Market Perspectives 
June 23, 2025      

Potential Impacts of Israel-Iran Conflict on Markets 
and Investments: What Investors Need to Know 
 
Major U.S. stock averages finished last week mixed. As expected, the Federal 
Reserve left interest rate policy unchanged, and the Israel-Iran conflict continued 
to weigh on investor sentiment.   
 
This week, investors will receive preliminary looks at June manufacturing and 
services activity as well as a host of data on housing, consumer confidence, and 
the Fed's preferred inflation measure. Overseas, ongoing developments in the 
Middle East, including potential responses to the U.S. striking Iran's nuclear 
facilities on Saturday, will be carefully watched. 
 
Last week in review: 
 

• The S&P 500 Index, as well as the Dow Jones Industrials Average, closed 
essentially flat on the week. The NASDAQ Composite and Russell 2000 
Index eked out fractional gains.  

• U.S. Treasury prices were firmer across the curve as yields dipped lower. 

• The U.S. Dollar Index notched higher, Gold moved lower, and West Texas 
Intermediate (WTI) crude ended flat after last week's +13% lift following 
Israel airstrikes on Iran. 

• The Federal Reserve left its policy rate unchanged at 4.25% - 4.50%, which 
was widely expected. The Fed held its policy rate steady for the fourth 
straight meeting. In its latest economic projections, the Fed forecasts GDP 
growth this year to slow more than expected versus its March projection. The 
Committee also sees inflation rising this year more than previously thought 
due to tariffs. Fed Chair Powell noted that economic conditions remain solid, 
and that the Fed has time and space to monitor trade impacts, including 
ample room to support growth if needed. 

• May retail sales came in below estimates, driven by weaker new car sales 
(due to front-loading ahead of tariff announcements) and a drag from lower 
gasoline prices. 

• Trade discussions between the U.S. and European Union (EU) have 
intensified ahead of the July 9 deadline. Reports noted that EU officials 
appear broadly resigned to accepting the 10% baseline reciprocal tariff rate 
as a strategy to avoid higher duties on critical exports, such as autos, 
pharmaceuticals, and electronics. However, EU officials pushed back on 
those reports, highlighting a still uncertain trade environment heading into the 
July deadline. 

     
What investors need to know regarding the Israel-Iran conflict after the U.S. 
strikes key Iranian nuclear installations.  
 
On June 12, Israel launched Operation Rising Lion, a campaign designed to 
cripple Iran's nuclear and military infrastructure. Prior to Israel's air attack on Iran, 
military intelligence suggested Tehran was close to acquiring the capabilities to 
enrich uranium to levels that could be weaponized. However, since the campaign's 
launch, Israel has severely dismantled Iran's air defenses, killed top military 
commanders and nuclear scientists, likely set back Iran's nuclear program several 
years, undermined Iran's regime economically, and, on Saturday, further entangled 
the U.S. into Middle East tensions.  
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“We have seen no evidence 

thus far that the Israel-Iran 

conflict, even with limited 

American involvement, would 

contradict decades of 

precedent. In our view, when 

geopolitical events cause 

investor anxiety to rise, the 

most prudent course of action 

is often do nothing and lean on 

a well-constructed, well-

diversified portfolio.”                     
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Until Saturday, U.S. intervention in the Israel-Iran conflict had been limited to helping Israel defend itself from incoming 
missile and drone attacks from Iran and its proxies in the area. Last week, President Trump approved a plan that would 
involve the U.S. assisting Israel militarily in further dismantling Iran's nuclear capabilities but stopped short of making a 
final decision on whether to attack and instead opt to allow more time for peace talks and negotiation. Yet, on Saturday, 
President Trump launched Operation Midnight Hammer, using American military air superiority to bomb three of Iran's key 
nuclear sites. From the American perspective, an outcome that eliminated Iran as a nuclear threat and did not require the 
U.S. to get involved militarily was most preferable. However, Iran vowed not to surrender, and meaningful peace talks 
over recent days seemed out of reach based on various reports. In addition, Israel was unlikely to stop short of fully 
dismantling Iran's nuclear capabilities (even if they had to do so alone), given it had already crossed several previous 
barriers of attack that just a few years ago would have been unimaginable to most geopolitical experts. Bottom line: 
President Trump opted for a military solution on Saturday that would further disarm Iran's nuclear capabilities 
that only America's military could provide, and possibly, as a means to reduce Israel's need to continue its air 
attack on Iran, which could further destabilize the region over time.   
 
While evolving conditions in the Middle East are very difficult to predict, we believe investors should have a working 
understanding of how the Israel-Iran conflict, and now with American involvement, might affect the broader market and 
underlying investments over the very near term and longer term.  
 

1. Through the end of last week, the U.S. stock market appeared to be in a state of withholding judgment on a 
variety of issues, including tariffs, trade, economic and profit impacts, and, most recently, the Israel-Iran conflict. 
Although the S&P 500 Index appeared poised to approach its February high earlier this month, Israel's attack on 
Iran had stalled its approach. Nevertheless, historically, investors tend to take geopolitical events, like war and 
acts of violence, in stride if they have limited global economic impacts. As of last Friday, impacts from the Israel-
Iran conflict on oil supply had been limited (e.g., Iran produces just 3% - 4% of the world's oil supply), and attacks 
remained contained and mostly focused on strategic targets. Moving forward, if Iran chooses to retaliate by 
attacking American interests, oil facilities in the region, and/or the conflict escalates into a broader 
campaign, stocks could see temporary pressure, and oil prices would likely rise meaningfully.           

2. Importantly, disruptions to the supply of oil, including Iran aggressively targeting the Strait of Hormuz, 
could see global markets, including in the U.S., react much more negatively for a period. Notably, one in 
five barrels of the world's oil supply runs through the Strait of Hormuz. In a more extreme scenario, where Iran's 
regime believes there is an existential threat to its survival, Tehran may choose to aggressively attack the Middle 
East's most strategically important shipping lane. Shipping rates across the narrow waterway had already doubled 
before American involvement. From Iran's perspective, drone and missile attacks and other disruptive techniques 
across the Strait of Hormuz are a low-cost, highly effective way to destabilize the region. Under such a scenario, 
we believe crude prices would temporarily accelerate higher and could briefly threaten global growth. That said, 
such a provocative action from Iran (if sustained) would likely come at a high cost and increase the odds that the 
U.S. military becomes more deeply involved. Such events could actually speed up the demise of Iran's centralized 
leadership, which is why Tehran and its proxies often stop short of causing more disruption in the Strait of Hormuz 
when Middle East tensions rise. Yet, with Iran, Hamas, and Hezbollah severely weakened by Israel over the last 
few years and Iran's nuclear capabilities under extreme threat, conventional wisdom applied in this unique 
circumstance might not wholly apply. 

3. Speaking of U.S. involvement, military intervention appears limited for now and specifically tailored to 
Iran's nuclear capabilities. Direct U.S. military involvement certainly ups the stakes in the Israel-Iran conflict. It 
could temporarily increase stock volatility should investors believe the odds of the conflict broadening across the 
Middle East are on the rise. That said, a limited, one-time strategic U.S. military attack on Iran's nuclear facilities, 
like seen on Saturday, might not have a dramatic effect on U.S. stock prices longer-term, particularly if Iran and 
regional responses are limited and do not elicit further military action from the U.S. The best-case option for the 
market and investors over the near term is that Israel-Iran violence soon ends, some form of an Israel-Iran truce 
or peace agreement is brokered, and the U.S. avoids getting further involved militarily. 

4. Finally, outside of some very dire outcomes from the latest Middle East flare-up, investors should avoid 
making large changes to their portfolio based on the current Israel-Iran conflict. Stocks have a long history 
of eventually looking through Middle East violence (sometimes quickly), even when the U.S. gets involved. The 
Gulf War, Afghanistan War, Iraq War, and the ISIS conflict provide decades of examples that include heavy U.S. 
military involvement in the Middle East. In every instance, markets persevered, eventually re-focusing on what 
matters most to investments – that is the level of growth in the economy and corporate profits as well as the level 
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of interest rates. We have seen no evidence thus far that the Israel-Iran conflict, even with limited American 
involvement, would contradict decades of precedent. In our view, when geopolitical events cause investor anxiety 
to rise, the most prudent course of action is often do nothing and lean on a well-constructed, well-diversified 
portfolio.                    

 
The week ahead: 

• A heavy week of economic data should show a slowing U.S. economy with little effect from tariffs thus far. 
Preliminary looks at June manufacturing and services activity (Monday) are expected to decelerate slightly from 
May levels, while a final look at Q1 GDP (Thursday) is expected to remain unchanged at -0.2%.  

• The May Personal Consumption Expenditure (PCE) Price Index (the Fed's preferred inflation measure) should 
show benign levels of inflation following already released CPI and PPI reports for last month. 

• Fed Chair Powell returns to Capitol Hill this week for his semiannual testimony to Congress on Tuesday and 
Wednesday. Yet, fresh off last week's policy meeting and updated economic projections, Powell will likely spend 
his time reiterating key messages from last week, which are largely already priced into the market. 

 

 
These figures are shown for illustrative purposes only and are not guaranteed. They do not reflect taxes or investment/product fees or 
expenses, which would reduce the figures shown here. An index is a statistical composite that is not managed. It is not possible to 
invest directly in an index. Past performance is not a guarantee of future results. 

 
Important Disclosures 
Sources: FactSet and Bloomberg. FactSet and Bloomberg are independent investment research companies that compile and provide 
financial data and analytics to firms and investment professionals such as Ameriprise Financial and its analysts. They are not affiliated 
with Ameriprise Financial, Inc. 
 
The views expressed are as of the date given, may change as market or other conditions change, and may differ from views expressed 
by other Ameriprise Financial associates or affiliates. Actual investments or investment decisions made by Ameriprise Financial and its 
affiliates, whether for its own account or on behalf of clients, will not necessarily reflect the views expressed. This information is not 
intended to provide investment advice and does not account for individual investor circumstances.  
 
Some of the opinions, conclusions and forward-looking statements are based on an analysis of information compiled from third-party 
sources. This information has been obtained from sources believed to be reliable, but accuracy and completeness cannot be 
guaranteed by Ameriprise Financial. It is given for informational purposes only and is not a solicitation to buy or sell the securities 

Weekly MTD YTD Current
5-Year 

Median
Current

5-Year 

Median

S&P 500 Index: 5,968 -0.1% 1.0% 2.1% 26.1 24.9 1.2 1.4

Dow Jones Industrial Average: 42,207 0.1% 0.0% 0.1% 22.7 21.8 1.7 1.9

Russell 2000 Index: 5,242 0.4% 2.2% -4.8% 61.4 39.7 1.4 1.3

NASDAQ Composite: 19,447 0.2% 1.8% 1.0% 37.8 38.4 0.7 0.7

Best Performing Sector (weekly): Energy 1.1% 9.3% 5.1% 15.7 11.0 3.3 3.7

Worst Performing Sector (weekly): Health Care -2.6% -0.1% -3.2% 21.7 22.8 1.9 1.6

Source: Factset. Data as of 06/20/2025

Weekly MTD YTD 

Bloomberg U.S. Universal 0.3% 0.5% 3.0%

West Texas Intermediate (WTI) Oil: $73.83 0.0% 20.1% 1.9%

Spot Gold: $3,368.75 -1.9% 2.4% 28.4%

U.S. Dollar Index: 98.71 0.5% -0.6% -9.0%

Weekly MTD YTD 

2-year U.S. Treasury Yield: 3.91% -5 bps chg 1 bps chg -34 bps chg

10-year U.S. Treasury Yield: 4.38% -3 bps chg -1 bps chg -20 bps chg

Source: Factset. Data as of 06/20/2025. bps = basis points Source: S&P Global, Factset. Data as of 06/20/2025
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mentioned. The information is not intended to be used as the sole basis for investment decisions, nor should it be construed as advice 
designed to meet the specific needs of an individual investor. 
 
There are risks associated with fixed-income investments, including credit (issuer default) risk, interest rate risk, and prepayment and 
extension risk. In general, bond prices rise when interest rates fall and vice versa. This effect is usually more pronounced for longer 
term securities. 
 
Stock investments involve risk, including loss of principal. High-quality stocks may be appropriate for some investment strategies. 
Ensure that your investment objectives, time horizon and risk tolerance are aligned with investing in stocks, as they can lose value. 
 
Past performance is not a guarantee of future results. 
 
An index is a statistical composite that is not managed. It is not possible to invest directly in an index. 
 
Definitions of individual indices and sectors mentioned in this article are available on our website at ameriprise.com/legal/disclosures in 
the Additional Ameriprise research disclosures section.  
 
The S&P 500 Index is a basket of 500 stocks that are considered to be widely held. The S&P 500 index is weighted by market value 
(shares outstanding times share price), and its performance is thought to be representative of the stock market as a whole. The S&P 
500 index was created in 1957 although it has been extrapolated backwards to several decades earlier for performance comparison 
purposes. This index provides a broad snapshot of the overall US equity market. Over 70% of all US equity value is tracked by the S&P 
500. Inclusion in the index is determined by Standard & Poor’s and is based upon their market size, liquidity, and sector. 
 
The NASDAQ Composite index measures all NASDAQ domestic and international based common type stocks listed on the Nasdaq 
Stock Market. 
 
The Dow Jones Industrial Average (DJIA) is an index containing stocks of 30 Large-Cap corporations in the United States. The index 
is owned and maintained by Dow Jones & Company. 
 
The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. The Russell 2000 is 
constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to ensure larger 
stocks do not distort the performance and characteristics of the true small-cap opportunity set. The Russell 2000 includes the smallest 
2000 securities in the Russell 3000.  
 
The US Dollar Index (USDX) indicates the general international value of the USD. The USDX does this by averaging the exchange 
rates between the USD and major world currencies. This is computed by using rates supplied by approximately 500 banks. 
 
West Texas Intermediate (WTI) is a grade of crude oil commonly used as a benchmark for oil prices. WTI is a light grade with low 
density and sulfur content. 
 
Third party companies mentioned are not affiliated with Ameriprise Financial, Inc. 
 
Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or 
guaranteed by any financial institution, and involve investment risks including possible loss of principal and fluctuation in 
value. 
 
Securities offered by Ameriprise Financial Services, LLC. Member FINRA and SIPC. 
 
© 2025 Ameriprise Financial, Inc. All rights reserved.   


