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As the horrific events in the Middle East continue to develop and command the world's attention,
economic issues may seem relatively unimportant. However, the Israel-Hamas conflict creates
geopolitical risks with potential global economic consequences, and it may be helpful to consider early
projections and analysis of how these consequences might unfold.

QOil and Natural Gas

The economic impact of the conflict will depend on how long it lasts and whether it spreads beyond Israel
and Gaza. In any scenario, the main global economic concern would be the oil supply, due to potential
responses to Iran's role in sponsoring terrorism. The United States took control of the $6 billion in funds
that had been released to Iran for humanitarian purposes (in return for releasing U.S. prisoners), but it is
not clear whether there will be further sanctions that could affect Iran's position as a global oil supplier
or disruptions to oil transport through the Strait of Hormuz.'

Israel produces a small amount of oil, but it is @ more significant producer of natural gas — providing
enough for domestic needs and exporting gas to Jordan and Egypt. One offshore natural gas field has
been closed due to the conflict, but a larger one remains open. A natural gas pipeline to Egypt has been
closed and the gas flow rerouted. Natural gas prices have risen significantly since the conflict began.
However, they remain lower than this time last year, and other factors exert pressure on the global
supply, so it is difficult to say how much of the price increase is the direct result of the Israel-Hamas
conflict.®®

Potential Outcomes

An analysis by Bloomberg Economics estimated that a limited ground war in Gaza might increase oil
prices by $4 per barrel (about 5%), shave 0.1% off global gross domestic product (GDP), and increase
global inflation by 0.1%.6 Over the eight trading days after the attack, the spot price of Brent crude, the
global benchmark, rose by $4.13 per barrel, in line with the Bloomberg projection.” The International
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Monetary Fund (IMF) dropped its 2024 global GDP growth projection from 3.0% to 2.9% shortly after the
attack. However, the IMF emphasized that it is still too early to judge the impact and the small adjustment
reflected various factors.®

The effects could be stronger if the conflict spreads to surrounding areas like Lebanon and Syria. In that
case, Bloomberg estimates oil might increase by $8 per barrel, global GDP could drop by 0.3% and global
inflation could rise by 0.2%. A direct war between Israel and Iran might seriously damage the global
economy, but analysts consider that unlikely.®

Global and U.S. Economies

Any impact comes at a time when the global economy remains fragile, already strained by the ongoing
Ukraine-Russia war, and facing challenges such as weak growth, economic fragmentation, high interest
rates, and stubborn inflation.

On the other hand, the U.S. economy remains strong by many measures, and the United States is the
world's largest oil producer and thus relatively insulated from small shifts in the global supply. While U.S.
military support of Israel will add to expenditures that have already been increased by the Ukraine war,
U.S. Treasury Secretary Janet Yellen has indicated that the United States can support both allies. Many
U.S. technology companies have production or research and development facilities in Israel, but work in
those facilities is expected to continue except for employees called up for reserve duty." Thus far, U.S.
stock market reaction has been muted. The S&P 500 Index was essentially flat (up 0.14%) over the eight
trading days following the attack, with small ups and downs driven primarily by domestic news.™

Closing Thoughts

Clearly, it is still early, and we will share further communications if the economic situation changes. For
now, while the Israel-Hamas conflict is a tragic humanitarian crisis, it should not change your personal
financial strategy. Please feel free to reach out to us with any questions or concerns.

1 ABC News, October 12, 2023

2-3 CBS News, October 10, 2023

4 CNN, October 10, 2023

5 Reuters, October 10, 2023

&9 Bloomberg, October 12, 2023

7U.S. Energy Information Administration, October 19, 2023
8 PBS News Hour, October 10, 2023

10 The Hill, October 16, 2023

2410 North Forest Road, Suite 101 | Getzville, NY 14068 | 716-630-2473 | www.landmarkfirm.com




11 CNBC, October 12, 2023

12 5&P Dow Jones Indices, S&P 500 Index for the period 10/6/23 to 10/18/23, retrieved from FRED, Federal Reserve
Bank of St. Louis

About Landmark Wealth Management

Landmark Wealth Management is a trusted, independent, registered investment advisory firm dedicated to helping
clients reach their financial goals. Our firm works in a fiduciary capacity on behalf of high-net-worth individuals and
families, institutions, and non-profit organizations. We focus on portfolio management, retirement planning, tax
planning, and estate and generational wealth planning. Our team is credentialed in multiple areas: Certified Financial
Planner (CFP), Chartered Financial Analyst (CFA), Certified Public Accountant (CPA), Certified Private Wealth Advisor

(CPWA), and Certified Investment Management Analyst (CIMA). The firm is located in Amherst, New York, a suburb
of Buffalo.

Advisory services are only offered to clients or prospective clients where Landmark Wealth Management (LWM) and
its representatives are properly licensed or exempt from licensure. This article/brochure is solely for informational
purposes. Past performance s no guarantee of future returns. Investing involves risk and possible loss of principal
capital. No advice may be rendered by LWM unless a client service agreement is in place.
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