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Abstract: The paper addresses the issue of the impact armed conflict has on markets. It focuses on the recent Israeli military offensive in the Gaza Strip launched in late 2008 and concluded in early 2009. The build up towards the Israeli military offensive against the Palestinian enclave in the Gaza started when Hamas announced that it will not renew the cease fire agreement in December 14th 2008.  The paper examines the effects of this armed conflict on the return and volatility of the general and the banking index of the Tel Aviv Stock Exchange (TASE) as well as on the Government Bond Index. Moreover event study methodology is applied to identify markets’ reaction to the Israeli military operations in the Gaza Strip.  
