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Abstract. The 40-year hostility between Israel and Iran took shape of a war once
again in the form of Israel Iran conflict which broke out on 13th June 2025 and
lasted for twelve days. Crude oil, essential energy input in several countries, is
also affected by this battle. The present case study is an attempt to examine and
analyse how geopolitical conflict influences crude oil prices with specific
reference to Israel-Iran war on oil markets. Event study methodology was applied
to get insights on the case. The study also illuminates the impact of war on global
sustainability. There are very few studies focused on war and brent crude index.
In this context, an attempt has been made to study oil prices in the given scenario.
The event date is 13th June 2025. The study has taken 20 days before the event
and 20 days after the event. The Brent crude from NYMEX was used. The AAR
(Average Abnormal Returns) and CAAR (Cumulative Average Abnormal
Returns) were calculated. On the CAAR paired samples t-test was performed.
The p value that we obtained from the paired samples t-test was less than the
level of significance of 0.05. Therefore, we interpret that the Israel Iran war has
impacted the international crude oil prices. The policymakers should increase the
crude oil reserves in order to tackle such a probable crisis in future.

Keywords: Crude oil prices, Israel Iran war, geopolitical conflicts, global
sustainability.
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1 Introduction

In June 2025, tensions peaked when Israel initiated Operation Rising Lion, targeting
military and nuclear facilities in Iran. In response, Iran launched its own retaliatory
strikes targeting the Israel (Barnea, 2024). The attack was enabled by significant intel-
ligence oversights. Israeli intelligence misjudged Hamas’ intentions, believing that the
group was mainly focused on governance in Gaza and unlikely to instigate a significant
Israeli reaction. The magnitude of the attack, for which Israel was unprepared, caused
widespread public shock and trauma. This miscalculation led to confusion, prompting
rumours to spread as individuals sought information in the chaotic aftermath (Farge &
Al-Mughrabi, 2025). The attack and subsequent war triggered a significant surge in
news consumption across all Israeli media platforms, a trend consistent with previous
regional conflicts (Elishar Malka et al., 2023) (Rajendran & Young, 2024). The adverse
effects of geopolitical risks generated by Israel may extend beyond merely impacting
energy prices (Altemur et al., 2024; Fernandez, 2014) (Balcilar et al., 2018). The con-
flict of Israel-Iran has become one crucial issue in the Middle East, with significant
consequences for global economic governance. The various economic impacts arising
from this regional turmoil, particularly how geopolitical tensions affect international
trade patterns, commodity prices, and investment flows. The analysis emphasizes the
influence of sanctions and economic measures imposed on Iran, which not only disrupt
its economy but also generate considerable ripple effects on global markets (Adibian,
Mohammad Sadegh; Salari, Taghi Ebrahimi; Moghadam, 2025) (Dharen Kumar Pan-
dey, 2024). The Iranian financial market displays a greater sensitivity to fluctuations in
oil prices compared to oil production shocks. Additionally, this market is influenced by
geopolitical events related to Turkey and Israel, less affected by situations of Egypt and
Saudi Arabia (Irina Kalina and Kazi Sohag, 2025). Hence this research, by capturing
crude oil price, assess the influence of Isracl-Hamas War on index.

2 Review of Literature

2.1  Market Efficiency and Event Studies

Research indicates that markets do not consistently demonstrate efficiency in all forms
of market efficiency. Markets may exhibit efficient characteristics at certain times but
may not be efficient at others. Consequently, it is suggested that market efficiency is
time-varying (T. Mallikarjunappa, Diana Saldanha, I.T. Hawaldar, 2025). As the most
developed and transparent energy market, the oil market is crucial within the global
energy market framework. According to the BP Energy Outlook 2023, China is ex-
pected to surpass Europe and become the largest energy importer worldwide by 2040.
In an effort to have a more significant influence in the global crude oil marketplace
(Shao and Hua, 2022) (Kyohun Joo, Jong Hwan Suh, Daeyong Lee, Kwangwon Ahn,
2020). The event study understands how investors respond to occurrences impacting
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one or more publicly traded companies. This method includes discussions on modelling
normal returns, calculating abnormal returns, and drawing conclusions (Sadok El
Ghoul, Omrane Guedhami, Sattar A. Mansi, and Oumar Sy, 2022) (Saad Benbachir,
Satt Harit, and Assya Chraibi, 2022). Further, the analysis assesses the conflict’s reper-
cussions on international stock markets, currency pairs and commodity indices (Dharen
Kumar Pandey, 2024).

2.2 Israel Iran War and Crude Oil

The longstanding hostility between Iran and Israel has remained a major source of in-
stability in the Middle East, marked both indirect and direct military confrontations.
The ongoing rivalry between Israel and Iran has created a distrust and military re-
sponses. In June 2025, tensions peaked when Israel attacked the military and nuclear
facilities in Iran. In retaliation, Iran launched its own attacks against critical locations
in Israel (Isaac Ahinsah-Wobil, 2025). The emerging threat from Iran’s advancing nu-
clear capabilities and the increasing possibility of a preemptive strike from Israel are
examined. The coordinated dialogue between the US and Israel regarding both diplo-
matic and military plans is crucial to mitigating escalation risks and securing a sustain-
able resolution to the intensifying Iranian nuclear menace amid rapidly changing re-
gional dynamics (Zoran, A., 2025). Brent crude oil is a low-density, low-sulfur blend
that constitutes two-thirds of the global oil supply. It is typically obtained from loca-
tions in the Middle East, North Sea regions between the Shetland Islands, Norway,
Africa, and Europe. Its pricing is influenced by market speculation relative to Brent.
Given its global sourcing and widespread coverage, Brent oil significantly affects
global pricing. Brent crude oil futures traded on the Intercontinental Exchange (ICE)
are recognized as the international standard in oil trading. Physical traders capture the
interest of the broader business and investment community, as oil prices impact equity
markets (Sadorsky 2006).

3 Research Methodology

3.1 Research Design

The Daily Returns (DR) were calculated for each day. Thereafter Expected Returns
(ER) were calculated. ER is the average returns of 180 days before the pre-event period.
AAR is the difference between Daily Returns (DR) and expected returns. CAAR is the
summation of AAR over the event period.

In order to ensure that the said event is the prominent event during the event period and
that there are no other events in the same period, we have verified that there are no other
events like OPEC announcements, US Federal Reserve interest rate changes or Middle
East diplomatic breakthroughs during the event period.
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3.2  Event Study Timeline

The study makes use of event study. To perform the study, 180 days are estimated (20
days before the pre-event period), which is from May 16th, 2025 to July 11th, 2025;
the pre-event period is 20 days (-1 to -20), which is from May 16th, 2025 to June 12th,
2025; and the post-event period is 20 days (+1 to +20 days of the event) i.e., June 16,
2025, to July 11, 2025. Index values of Brent Crude Oil were gathered from the
NYMEZX, the official website for crude oil prices. Event day or Day 0 is 13th June
2025.

Table 1. Event Study Timeline

Period Days relative to event Date range (2025)
Estimation —200 to —21 Nov 28 — May 25
Pre-event —20to -1 May 26 — June 12
Event day 0 June 13
Post-event +1 to +20 June 16 — July 11

The Table 1 above shows the event study timeline.

3.3  Hypothesis

Hi: There is a significant difference between the Average Abnormal Returns before and
after the date of the announcement of the Israel-Iran War on Crude oil.

4 Data Analysis

4.1 Average Abnormal Returns (AAR) and Cumulative Average Abnormal
Returns (CAAR) of Crude Oil Index

The Table No.2 below shows the percentage AAR and CAAR of Crude oil index during
the pre-event period.

Table 2. AAR and CAAR during the Pre-Event Period

Days DR AAR CAAR t value of | t value of
AAR CAAR
20 0.51 0.44 0.44 0.19 0.10
-19 -0.93 -1 -0.56 -0.43 -0.13
-18 -0.06 -0.13 -0.69 -0.06 -0.15
-17 -0.59 -0.66 -1.35 -0.28 -0.30
-16 -0.71 -0.78 2.13 -0.33 -0.48
-15 0.45 0.38 -1.75 0.16 -0.41
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-14 -0.14 -0.21 -1.96 -0.09 -0.47

-13 -0.86 -0.93 -2.89 -0.37 -0.65

-12 1.18 1.11 -1.78 0.44 -0.34

-11 -0.26 -0.33 2.11 -0.13 -0.37

-10 -0.39 -0.46 2.44 -0.18 0.39

-9 1.14 1.07 3.51 0.40 0.52

-8 1.55 1.48 4.99 0.55 0.70

-7 -1.17 -1.24 3.75 -0.45 0.51

-6 0.74 0.67 4.42 0.24 0.59

-5 1.73 1.66 6.08 0.59 0.81

-4 0.86 0.79 6.87 0.28 0.92

-3 -0.25 -0.32 6.55 -0.11 0.92

-2 4.34 427 10.82 1.43 1.60

-1 -0.59 -0.66 10.16 -0.23 1.77

Table 3. AAR and CAAR during the Post-Event Period
Days DR AAR | CAAR t value of AAR |t value of
CAAR

1 -3.02 -3.09 -3.09 1.54 0.20
2 4.04 3.97 0.88 0.10 0.27
3 0.32 0.25 1.13 1.00 0.94
4 2.58 2.51 3.64 -0.87 0.52
5 -2.08 -2.15 1.49 -2.63 -3.17
6 -6.57 -6.64 -5.15 -2.50 -6.87
7 -4.79 -4.86 -10.01 0.51 -6.50
8 0.8 0.73 -9.28 0.00 -6.39
9 0.07 0 -9.28 -0.01 -6.31
10 0.06 -0.01 -9.29 -0.19 -6.47
11 -0.24 -0.31 9.6 -0.47 -7.26
12 -0.74 -0.81 -10.41 1.64 -7.02
13 2.98 291 7.5 -0.32 -6.96
14 -0.45 -0.52 -8.02 -0.46 -7.27
15 -0.73 -0.8 -8.82 0.98 -6.91
16 1.87 1.8 -7.02 0.38 -5.37
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17 0.82 0.75 -6.27 0.00 -4.61

18 0.06 -0.01 -6.28 -0.68 -4.98

19 221 -2.28 -8.56 -0.79 -4.80

20 2.5 2.43 -6.13 -0.79 4.8
15

e AAR e CAAR

Fig. 1. AAR and CAAR of Brent Crude Oil during the Event Period

In the Fig. 1 above, it is observed from CAAR that the Brent oil index showed greater
CAAR pre-war compared to the post war period, indicating the adverse influence of
conflict on oil prices. There was a sudden decrease in oil price index following the
event date (16th June 2025). The decline trend continued up to a week period (23rd
June 2025). Later on, volatility gradually started to become normal. These results are
in consensus with reports that “Despite the significant belligerence unleashed by Israel
and Iran during the relatively brief war, oil prices did not exhibit the same magnitude
of volatility as was observed during similarly disruptive geopolitical crises of past be-
cause of more interconnected supply chains”. There was clear impression of conflict.

4.2  Paired Samples Statistics of Oil Price Index

The Table No.4 below shows the paired samples statistics.

Table 4. Paired Samples Statistics of oil price index

Mean N S.D S. E. Mean
Pre 2.24 20 431 .96
Post -5.87 20 4.34 97
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The mean values of the Brent oil price index decreased, indicating a substantial de-
cline. The Brent oil price index’s mean dropped sharply from 2.2405 to -5.8785 signal-
ling heightened sensitivity in the Brent oil price index.

4.3  Paired Samples Correlations of Oil Price Index

The Table No.5 below shows paired samples correlations of Brent oil price index.

Table 5. Paired Samples Correlations of Brent Oil Price Index

Paired Samples Correlations

N Correlation Sig.

Pre & Post 20 -.29 21

Non-Significant negative correlations are observed for Brent oil price index
(r=—0.292, p=0.212) which indicate inverse relationship between pre-event and post-
event values. These findings reveal that the war was the reason that there is no relation-
ship between the pre and post event periods.

4.4  Paired Samples t-test on Brent Oil Price Index

Table 6. Paired Samples t-test

Paired Differences t|df Sig
Mean S.D S.E. 95% Confidence Interval
Lower Upper
8.1 6.9 1.5 4.8 113 [s[19] o0

The Table No.6 above shows the paired samples t test of Brent oil price index. In the
study the null hypothesis of no difference in pre and post event AAR is rejected. The
alternative hypothesis which says that the Israel Iran war has impacted the crude oil
prices is accepted. This result show significant difference in the AARs of the Brent oil
price index before and after the announcement of the Israel-Iran War.

5 Discussion

The oil price index saw a drop in mean values, as shown by the Paired Samples Statis-
tics, suggesting a substantial adverse influence. The Brent oil price index’s mean
dropped sharply from 2.2405 to -5.8785 signaling heightened sensitivity in the oil price
market. The results show that the market for oil prices was significantly impacted neg-
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atively by Israel-Iran conflict. The oil price had a considerable negative impact, as ev-
idenced by the fall in mean values, according to the Paired Samples Statistics. The re-
sults show that there was a noticeable negative effect of the Israel-Iran war on the global
oil price. Paired Samples Correlations test showed negative correlations. This indicates
negative association between pre-event and post-event values. These results suggest
that the Israel-Iran conflict had a significant impact on the price of oil. The findings
highlight the clear influence of geopolitical conflicts on the price of oil globally.

6 Conclusion

This study offers important insights into how geopolitical conflicts affect the Brent oil
index and attempts to determine how an Israel-Iran war would affect the price of oil.
The results highlight how a geopolitical event of this size raises the volatility of the oil
price. Market volatility and mood around the world are reflected in the Brent oil price
index's sensitivity to such events. The study highlights the critical role of policy makers
to shift their importance other than oil sources for energy requirements. The study
showed that the Israel Iran war exerted a measurable impact on oil price foe short period
and then prices stabilised within 20 trading days.

7 Practical Implications

The war's impact on oil price could prompt policymakers to introduce measures to con-
trol energy price shocks and reduce dependency on Middle Eastern energy supplies.
Banks and financial institutions should incorporate geopolitical risk scenarios, such as
an Israel-Iran war, into their stress-testing frameworks to assess potential impacts on
their balance sheets. An Israel-Iran conflict could disrupt global supply chains, partic-
ularly for energy and raw materials. Companies may need to reassess supply chain de-
pendencies and explore regional sourcing options. The study underscores the need for
global coordination among governments and institutions to manage the broader eco-
nomic and financial surge of geopolitical events. Increased volatility in oil price during
such conflicts underscores the importance of other energy sources such as hydroelec-
tricity, solar and CNG.

Acknowledgments. The authors gratefully acknowledge Sahyadri College of Engi-
neering and Management for the support and resources extended.

Disclosure of Interests. The authors of the study have no competing Interests.
References



10.

11.

12.

13.

14.

15.

16.

Fueling the Fire: How Israel Iran War Impacted Global Oil Prices 265

Adibian, M. S., Salari, T. E., & Moghadam, H. E. (2025). How is the Iranian stock market
affected by geopolitical risk and economic policy uncertainty in China, the US and the
global? Iranian Journal of Accounting, Auditing & Finance (IJAAF), 9(1), 131.
Ahinsah-Wobil, 1. (2025, June 23). The cascading effects of the Israel-Iran war on global
economic governance and Ghana's recovery. http://dx.doi.org/10.2139/ssrn.5316074
Altemur, N., Selman Eren, B., & Serdar Karaca, S. (2024). The impact of the Hamas-Israel
conflict on stock market indices in the Middle East and Turkey: An event study analysis.
Journal of Economics, Business and Innovation (JEBI). www.jebi-academic.org
Balcilar, M., Bonato, M., Demirer, R., & Gupta, R. (2018). Geopolitical risks and stock
market dynamics of the BRICS. Economic Systems, 42(2), 295-306.
https://doi.org/10.1016/j.ecosys.2017.05.008

Barnea, A. (2024, March 26). Israeli intelligence was caught off guard: The Hamas attack
on 7 October 2023—A preliminary analysis. International Journal of Intelligence and
Counter Intelligence. https://doi.org/10.1080/08850607.2024.2315546

Benbachir, S., Harit, S. & Chraibi, A. (2022). Impact of Oil Price Shocks on MENA
Countries Stock Markets: Event Study Methodology. Review of Middle East Eco-
nomics and Finance, 18(1), 1-27. https://doi.org/10.1515/rmeef-2020-0045

El Ghoul, S., Guedhami, O., Mansi, S. A., & Sy, O. (2023). Event studies in inter-
national finance research. Journal of International Business Studies, 54(2), 344—
364. https://doi.org/10.1057/s41267-022-00534-6

Elishar Malka, V., Ariel, Y., & Weimann-Saks, D. (2023). Between the homefront and bat-
tleground, between TV and smartphone: Evaluating the use of a second screen in the May
2021 Israel-Palestine crisis. International Journal of Communication, 17(17), 3250—
3266. https://ijoc.org/index.php/ijoc/article/view/19807

Farge, E., & Al-Mughrabi, N. (2025, January 15). Gaza death toll: How many Palestinians
has Israel's offensive killed? Reuters. https://www.reuters.com/world/middle-
east’how-many-palestinians-has-israels-gaza-offensive-killed-2025-01-15/
Fernandez, V. (2014). Stock market turmoil: Worldwide effects of Middle East conflicts.
Emerging Markets Finance and Trade, 43(3), 58-102.
https://doi.org/10.2753/REE1540-496X430304

Joo, K., Suh, J. H., Lee, D., & Ahn, K. (2020). Impact of the global financial crisis on
the crude oil market. Energy  Strategy  Reviews, 30,  100516.
https://doi.org/10.1016/j.esr.2020.100516

Kalina, I., & Sohag, K. (2025). Oil, sanctions, and survival: Fresh insights into Iran’s finan-
cial (in)-stability. Applied Economics, 1-18.
https://doi.org/10.1080/00036846.2025.2532891

Mallikarjunappa, T., Saldanha, D., & Hawaldar, I. T. (2025). Do stock markets exhibit cy-
clical market efficiency? Emerging markets’ perspective. Cogent Economics & Finance,
13(1). https://doi.org/10.1080/23322039.2025.2476094

Pandey, D. K. (2024). Effects of Israel-Iran conflict: Insights on global stock indices and
currencies. Journal of Economic Studies, 52(4), 762-783. Emerald Group Publishing
Limited.

Rajendran, A., & Young, K. E. (2024). Iran attack on Israel: Implications and oil mar-
ket concerns. Columbia University Center on Global Energy Policy. https://www.ener-
gypolicy.columbia.edu/iran-attackon-israel-implications-and-oil-market-con-
cerns/

Sadorsky, P. (2006). Modeling and forecasting petroleum futures volatility. Energy Eco-
nomics, 28(4), 467-488. https://doi.org/10.1016/j.eneco0.2006.04.005



http://dx.doi.org/10.2139/ssrn.5316074
http://www.jebi-academic.org/
https://doi.org/10.1016/j.ecosys.2017.05.008
https://doi.org/10.1080/08850607.2024.2315546
https://doi.org/10.1515/rmeef-2020-0045
https://doi.org/10.1057/s41267-022-00534-6
https://ijoc.org/index.php/ijoc/article/view/19807
https://www.reuters.com/world/middle-east/how-many-palestinians-has-israels-gaza-offensive-killed-2025-01-15/
https://www.reuters.com/world/middle-east/how-many-palestinians-has-israels-gaza-offensive-killed-2025-01-15/
https://doi.org/10.2753/REE1540-496X430304
https://doi.org/10.1016/j.esr.2020.100516
https://doi.org/10.1080/00036846.2025.2532891
https://doi.org/10.1080/23322039.2025.2476094
https://www.energypolicy.columbia.edu/iran-attackon-israel-implications-and-oil-market-concerns/
https://www.energypolicy.columbia.edu/iran-attackon-israel-implications-and-oil-market-concerns/
https://www.energypolicy.columbia.edu/iran-attackon-israel-implications-and-oil-market-concerns/
https://doi.org/10.1016/j.eneco.2006.04.005

266 N. Mallika et al.

17. Shao, M., & Hua, Y. (2022). Price discovery efficiency of China's crude oil futures: Evi-
dence from the Shanghai crude oil futures market. Energy Economics, 112, 106116.
https://doi.org/10.1016/j.eneco.2022.106116

18. Zoran, A. (2025). Will Israel strike Iran’s nuclear facilities with US support? Bulletin of the
Atomic Scientists, 81(4), 257-263. https://doi.org/10.1080/00963402.2025.2517954


https://doi.org/10.1016/j.eneco.2022.106116
https://doi.org/10.1080/00963402.2025.2517954

Fueling the Fire: How Israel Iran War Impacted Global Oil Prices 267

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter's
Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.


http://creativecommons.org/licenses/by-nc/4.0/

	Fueling the Fire: How Israel Iran War Impacted Global Oil Prices



