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Beyond the Headlines: 
      

What the Oil Futures Market  
  

Reveals About the Iran Conflict 
  

By Brad Engle,  

Director of Research, Trading, and Analytics   

Earlier this year, we argued that the conflict involving Iran was less  

about the destruction of the global energy system and more about  

its reorganization. The Strait of Hormuz closed, reopened, and  

closed again. Oil prices initially surged, OPEC's internal dynamics  

shifted, and supply chains adjusted as governments and businesses  

looked for alternative sources of crude.  

  

Several months later, the oil futures market is sending a  

surprisingly clear message: investors expect near-term disruption,  

but not a lasting global oil shortage.  

  

“Headlines  

naturally focus  

on what could  

happen.  

Futures  

markets focus  

on what  

investors  

collectively  

believe is most  

likely to  

happen.”  
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Reading the Futures Curve  

The oil price quoted on the evening news reflects the price of a barrel of crude oil delivered 

today, often called the spot price. Futures prices are different. They represent agreements to 

buy or sell barrels of oil at specific dates in the future, sometimes months or even years ahead.  

Collectively, those future prices form what is known as the futures curve. Rather than telling us 

what oil is worth today, the futures curve reflects what thousands of buyers and sellers 

collectively believe oil will be worth in the future based on expected supply and demand.  

While no market forecast is perfect, futures prices represent investors putting real money 

behind their expectations. For that reason, they often provide one of the clearest windows into 

how the market views long-term risks.  

While there are dozens of crude oil grades traded around the world, two benchmarks dominate 

global markets. WTI (West Texas Intermediate) is the primary U.S. benchmark, while Brent 

crude, produced in the North Sea, serves as the international benchmark and prices roughly 

two-thirds of globally traded oil. Because both are widely followed by investors, comparing 

their futures curves provides valuable insight into how markets view both U.S. and global oil 

supplies.  
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Several features immediately stand out.  

First, today's front-month contracts are trading well above where they were in early March, 

when the Strait of Hormuz was first closed, and in mid-June, when a ceasefire temporarily 

reopened the Strait. That divergence reflects renewed concerns about near-term supply 

disruptions and elevated geopolitical risk.  

Second, those differences narrow steadily as the contracts move further into the future. By 

2030 and beyond, today's futures prices are remarkably similar to where they traded months 

ago.  

In other words, the market is distinguishing between a near-term supply shock and a long-term 

structural shortage. Investors are willing to pay a premium for oil today, but they do not appear 

to believe today's disruptions will permanently alter the long-term balance between global oil 

supply and demand.  

Despite months of military escalation, repeated disruptions in the Strait of Hormuz, and 

expanding U.S. military operations inside Iran, the message from both the Brent and WTI 

futures markets has remained remarkably consistent.  

Financial markets are forward-looking. Every day, thousands of investors evaluate new 

information, weigh probabilities, and adjust their expectations accordingly. The futures market 
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doesn't price the most alarming headline; it prices what investors collectively believe is the 

most likely outcome.  

Today, that outcome appears to be elevated geopolitical risk and tight near-term supplies, but 

not a prolonged disruption in global oil production. The further one looks out along the futures 

curve, the more confident the market appears that today's supply shock will eventually ease.  

Why Is That Surprising?  

The market's relatively calm long-term outlook is notable given everything that has happened 

since our last newsletter, The Iran War and the Rewiring of Global Energy Markets.  

The Strait of Hormuz has repeatedly closed and reopened, creating concerns about one of the 

world's most important shipping lanes. The United States has also expanded military 

operations to include transportation, logistics, and selected infrastructure in southern Iran.  

Meanwhile, the conflict itself has remained highly unpredictable.  

Under different circumstances, investors might have expected those developments to trigger a 

sustained repricing of long-term oil risk. Instead, they largely did not.  

Perhaps the most surprising aspect of Charts 1 and 2 is not that near-term prices have 

increased, but that longer-dated contracts have changed very little. If investors believed the 

conflict would permanently reduce global oil supplies, we would expect contracts for delivery 

several years into the future to have risen substantially as well. Instead, the back end of both 

curves remains remarkably stable.  

Why Haven't Futures Moved More?  

There are several reasons the market appears to be reaching that conclusion.  

1. Iran Is Only Part of the Equation  

Iran remains one of the world's larger oil producers, producing roughly 2 to 4 million barrels of 

oil per day. Years of sanctions, however, have significantly reduced its importance to the global 

market.  
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Today, Iran exports roughly two million barrels per day, with most shipments ultimately 

destined for China through sanctions-evasion networks. Those exports certainly matter, but 

they are not large enough on their own to fundamentally reshape the global oil market.  

As a result, investors have focused less on Iran's own production and far more on whether the 

conflict spreads throughout the broader Persian Gulf.  

2. The Real Risk Has Always Been Regional Escalation  

The market has consistently viewed regional escalation, rather than Iranian production itself, 

as the primary long-term risk. The larger concern has always been that the conflict spreads to 

Saudi Arabia, the United Arab Emirates, Kuwait, Iraq, or significantly limits tanker traffic 

through the Strait of Hormuz.  

Collectively, those countries account for a much larger share of global oil production than Iran 

alone. That is the scenario capable of fundamentally changing the long-term outlook for oil 

prices.  

Despite repeated military escalation, oil production across the Gulf has remained surprisingly 

resilient. Shipping has experienced temporary disruptions, insurance costs have risen, and 

individual facilities have occasionally been affected. However, the region's major oil-producing 

infrastructure has continued operating, and global supply has proven far more resilient than 

many expected.  

As long as the broader production base remains intact, the futures market has been reluctant to 

price in a lasting supply shortage.  

3. The Market Believes Supply Will Adjust  

Commodity markets have a way of solving commodity shortages.  

Higher prices encourage additional production from North American shale producers and other 

non-OPEC countries while simultaneously reducing demand over time. Those adjustments 

don't happen overnight, but futures markets exist specifically to price those longer-term 

responses.  
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Rather than assuming today's disruptions will become permanent, investors appear to believe 

higher prices, increased production, and moderating demand will eventually restore balance. 

That expectation continues to anchor longer-dated futures prices even as near-term volatility 

remains elevated.  

What Would Change the Futures Market's Mind?  

The current futures curve reflects the market's belief that global oil supplies will eventually 

normalize. That outlook could certainly change if one or more of the following events were to 

occur:  

 Significant destruction of Middle Eastern production capacity, particularly in Saudi 

Arabia.   

 An inability to reroute Middle Eastern oil exports through existing or newly developed 

pipeline infrastructure.  

 Unexpected limitations on increased production or exports from the United States.  

 Compelling evidence that non-OPEC producers cannot offset lost crude oil, liquefied 

natural gas (LNG), or refined products such as jet fuel.  

  

These are the developments worth watching because they would directly reduce long-term 

global oil supplies rather than simply generate another round of geopolitical headlines.  

The Investment Takeaway  

The message from today's oil market is straightforward: markets price probabilities, not 

possibilities. Headlines naturally focus on what could happen. Futures markets focus on what 

investors collectively believe is most likely to happen.  

In this case, despite months of military conflict and geopolitical uncertainty, the futures curve 

continues to suggest that investors expect global oil supplies to gradually normalize rather than 

face a prolonged structural shortage.  

That doesn't mean the risks have disappeared. It means the market continues to assign a 

relatively low probability to the worst-case scenarios. For long-term investors, that's an 
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important distinction—and a reminder that markets often provide a clearer signal than 

headlines alone.  
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