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Last Close 
(27.02.2026)

1-Week
Total Return

1-Month
Total Return

Year-to-Date 
Total Return

S&P 500 6 879 -0.4% -1.4% 0.5%

NASDAQ Composite 22 668 -1.0% -5.0% -2.5%

STOXX Europe 600 634 0.5% 4.2% 7.0%

MSCI Japan 2 409 3.4% 11.0% 15.3%

MSCI EM 1 611 2.8% 3.5% 14.7%

US 10yr Yield 3.95%    -14 bps -30 bps -21 bps

Gold (USD/oz) 5 278 3.4% -2.3% 22.3%

Brent Crude Oil (USD/bbl) 73 1.2% 5.5% 19.1%

The developments in the Middle East over the weekend mark an expanded regionalisation of previous 
conflicts, heightening the risk of a more prolonged crisis that could weigh on oil prices if tensions persist 
over the coming weeks. At present, supportive policy settings and resilient corporate earnings continue to 
underpin the global economic backdrop, leaving our baseline scenario intact, even though we cannot rule 
out a temporary spike in volatility should the situation deteriorate further. 

Geopolitically, the ‘major combat operations’ begun in Iran over the weekend by the United States and Israel 
represent both the second ‘regime change’ operation initiated by the United States in 2026 and also an 
ongoing reshaping of the Middle East’s balance of power that began with the 7 October 2023 attacks on 
Israel by Hamas. 

The overt ‘regime change’ objective outlined by US President Donald Trump raises the risk of a more 
prolonged conflict than the 12-day war of 2025, and an increased prospect of targeting of energy 
infrastructure in the Gulf by Iran, as well as of Iranian energy infrastructure by the United States and Israel 
in an attempt to weaken Iran’s Revolutionary Guard following the assassination of Iran’s leader over the 
weekend.

Beyond the numbers 
Geopolitical risks

Source(s): Refinitiv

Market recap

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and 
is not guaranteed in any way. 
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Indeed, historically, investors have been rewarded for ‘looking through’ conflicts between, on the surface, 
mismatched adversaries, such as between the US and Iran currently. However, since World War II, 
prolonged conflicts, even between mismatched adversaries, such as following Russia’s 2022 invasion of 
Ukraine, have resulted in meaningful and, importantly, prolonged equity drawdowns for investors, requiring 
a proactive risk management approach as the current conflict unfolds.

With a conflict in the Middle East, oil prices are key, as they would act as conduit for the transfer of any 
energy shocks and geopolitical risks to the world economy. Brent prices reached USD 80/bbl this morning 
(Monday), and the situation remains uncertain, as this regional conflict could last for several weeks.

If oil prices remain around USD 80/bbl for a short period of time, the impact on global activity and inflation 
should remain limited and manageable. If oil reaches USD 100/bbl, the impact on activity should turn more 
negative, potentially knocking close to 0.5 percentage points off global growth as well as possibly adding 
around 2.0 percentage points to inflation. Should a scenario of a major oil disruption and a long closure of 
the Strait of Hormuz come about, oil prices could reach USD 120/bbl, which could severely damage current 
growth and potentially push activity into recession. 

In the last year, the global economy has been resilient, and the impact of geopolitical shocks was rapidly 
absorbed. Now, however, the length and the magnitude of a major regional conflict in the Middle East looks 
more uncertain and the negative impact could potentially be higher for the Middle East, Europe and Asia, 
particularly as the latter two regions are heavily energy- and import-dependent.

Macroeconomics

This material represents an assessment of the market environment at a specific time and is not intended to be a forecast of future 
events or a guarantee of future results. This information should not be relied upon by the reader as research or investment advice 

regarding any particular fund, strategy or security.  
Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and 

is not guaranteed in any way. 
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Rates continued to decline last week, with 10-year US Treasury yields 
breaching the 4% mark on Friday despite both a higher-than-expected 
Producer Price Index (PPI) and the US Supreme Court ruling against global 
tariffs, as the markets positioned themselves in a risk-off mood in anticipation 
of a conflict with Iran. Spreads, which had been at multi-year lows for most of 
the year, moved up during the month, especially in the last couple of trading 
days, although the magnitude remains contained.

This morning, following the escalation of the conflict between the US/Israel 
and Iran, US rates initially opened lower, but rallied through the night and are 
currently up 3 basis points from their Friday close. This move is being driven 
by the spike in oil prices and the potential impacts on inflation that a prolonged 
conflict could have. Similar moves occurred in euro and sterling rates. We are 
maintaining our relatively elevated duration exposure (4.5 years in USD and 
GBP and 4 years in EUR) for the moment in view of the deflationary impact of 

Fixed income

Following 
the US/ Iran 
tensions, US 
rates rose 3 
basis points 

overnight, 
driven by a 
spike in oil 
prices and 

concerns over a 
lasting conflict

Asset allocation and Equities

The primary transfer of the Iran conflict to financial markets is likely to occur 
primarily through oil prices. While broader financial conditions remained 
supportive through February, a sustained spike in the price of crude threatens 
to recalibrate 2026 interest rate expectations if energy costs begin to fuel 
broader inflationary pressures.

For now, the global economic backdrop is characterised by supportive policy 
settings and resilient corporate earnings, which prevents a fundamental shift in 
our baseline scenario. This positioning remains anchored in positive earnings 
growth, though we acknowledge that a temporary increase in volatility is likely 
if the situation escalates further.

At portfolio-construction level, we are emphasising risk mitigation through our 
fundamentally positive view on gold, as its convex profile provides valuable 
protection despite current valuations; consequently, we have increased our 
gold exposure in the last two weeks, funded by a reduction in our exposure to 
AT1s/hybrids.

Historically, oil shocks have short-lived effects on equity markets unless they 
trigger a persistent demand shock or liquidity crisis. At present, the record 
capital expenditure plans by artificial intelligence (AI) hyperscalers remain more 
consequential for the long-term macroeconomic outlook than the current oil 
market volatility.

As equity indices – particularly non-US benchmarks – remain close to all-time 
highs and appear vulnerable to profit-taking, we are managing the potential 
risk of market disruption and protecting the year-to-date positive performance 
by tactically hedging our exposure through options. Furthermore, we are 
upgrading our energy sector rating from 2/5 to 3/5 as a risk management 
exercise, maintaining this neutral tilt until the immediate threat of a supply 
shock dissipates.

We mitigate the 
risk of market 
disruption by 
safeguarding 

equity exposure 
with tactical 

trades
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AI (among other aspects), but we would reassess this position in a scenario where the conflict drags on, 
given the impact of higher oil prices on inflation dynamics and also questions about US deficit increases to 
fund a prolonged war.

The Gulf Cooperation Council (GCC) bond markets enjoy some of the tightest spreads in emerging markets, 
with the UAE, Kuwait, Qatar and Saudi Arabia sovereign bond indices all having spreads under 100 bps. 
Naturally, if the conflict drags on, and if more infrastructure is targeted (airports in Dubai, Abu Dhabi and 
Kuwait were hit by Iranian missiles and drones over the weekend), the higher these spreads should move. It 
should be noted that, in our allocation we have very little exposure to the region.

As a precaution, we are reducing our exposure to high yield, namely AT1 bonds, given their valuations. 
Earlier this year the spreads on this segment of the bond market breached the lowest levels on record 
and hence look more susceptible to a repricing in a scenario where volatility increases, even if the ultimate 
impact on European banks is likely negligible.

The outbreak of hostilities in the Middle East has had an immediate and severe 
impact on markets, with Brent crude and gold trading towards materially 
higher levels of USD 80/bbl pb and USD 5,400 per oz, respectively. These 
moves are consistent with price actions that we have seen during other major 
conflicts, in which we have seen precious metal and oil prices rising rapidly 
in the days following the start of a conflict (e.g. Ukraine in 2022 and the Gulf 
Wars). Historically, these price rises tend to fade rapidly, with few lasting 
effects seen in the markets. 

FX markets typically illustrate the following characteristics after the outbreak of 
hostilities: 

	▪ The effects on the USD tend to be mixed, and initial moves are rarely 
sustained for a prolonged period.

	▪ Safe-haven currencies tend to outperform, though we note that the CHF 
has demonstrated a greater degree of outperformance than the JPY in this 
respect in recent years.

	▪ Emerging market currencies typically underperform after the immediate 
start of a conflict, because market participants move to reduce total levels 
of portfolio risk. 

	▪ These effects tend to fade very quickly – meaning that for the FX market, 
investors should not panic –, as the most immediate moves are likely to 
dissipate in the near term.

Over the weekend, gold prices skyrocketed to levels of above USD 5,400 
per oz. The upward move reflects an increasing geopolitical risk premium. In 
previous conflicts, geopolitical risk premia of between 5–10% are the norm, 
and we note that these upward moves tend to fade quite rapidly in the weeks 
following the outbreak of a conflict (e.g. the Iran–Iraq War in 1981, and the Gulf 
War in 1991). This price action has changed in recent years, with, for example, 
gold managing to sustain and maintain higher price levels for an extended 
period following the start of the conflict in Ukraine in 2022.

Forex and Commodities

History shows 
that precious 
metal and oil 

prices tend to 
surge in the 

days following 
the start of 

a conflict, 
reinforcing 

gold’s trajectory
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Energy

Energy commodities and energy equity prices had already moved sharply 
higher in anticipation of a conflict with Iran. Iran produces around 3.3 mb/d 
(~3% of global supply), with around 1.3 mb/d going to China. Iran sits on the 
Strait of Hormuz, which is critical for Iran’s exports and through which around 
20% of global crude and 20% of liquified natural gas (LNG) volumes transit. 
The Strait was effectively closed over the weekend and three tankers were 
reportedly attacked; however, Iranian authorities stated on Sunday that the 
waterway remains open. Only around 5 mb/d of pipeline capacity can bypass 
the Strait.

To date, no confirmed damage has occurred to key infrastructure, including 
Kharg Island (around 30mb storage; around 2mb/d capacity), however, several 
precautionary shutdowns were reported in Israel (gas fields), Saudi Arabia 
(550 kbp/d refinery), Iraq (some oil fields in Kurdistan) and Qatar (biggest LNG 
plant).

Inventories remain ample and spare capacity exists: large volumes of oil 
are held on water, with estimates varying from 300–500 mb/d, mainly both 
sanctioned Russian and Iran barrels. Additionally, the Organisation of the 
Petroleum Exporting Countries (OPEC) agreed on Sunday to increase output 
next month (by 206 kb/d), providing a limited buffer, although this would be 
insufficient in a severe chokepoint scenario.

Historically, geopolitical energy price spikes fade unless there are sustained 
supply losses, and the market impact tends to diminish unless barrels are 
physically removed. This conflict is different in scale and, should the instability 
continue and spill over, it will result in a structurally higher risk premium for oil 
due to uncertainty.

Our upward-
revised stance 

on energy aim to 
hedge tail risks

We believe that gold is the cleanest expression of increasing risk aversion, because, unlike the energy 
sector, the fundamental backdrop for gold is one of inelastic supply and robust underlying demand, which 
has already propelled gold to hit fresh all-time highs in January this year. We note that futures investors hold 
around 60% of the long gold positions which prevailed in January 2026. Current positioning is equivalent to 
around USD 500 billion. A rule of thumb is that a USD 100 billion inflow is equivalent to around a 3% price 
rise for gold, meaning that if futures positioning reverts to January’s levels, gold can easily rise by at least 
5% from current levels of USD 5,400 per oz.

Depending on the intensity and duration of the current conflict, there is ample scope for gold to challenge 
the highs achieved in January (USD 5,590 per oz). The initial upward move is consistent with what we have 
seen during previous periods of military conflict, with commodity, precious metal and oil prices charging 
higher in the days following the outbreak of hostilities. If the conflict is drawn out over several weeks, this 
gives scope for gold to challenge recent all-time highs. We have consistently highlighted gold’s naturally 
convex properties as being beneficial for investors in periods of heightened geopolitical risk. This is evident 
once again, and it underlines the importance of maintaining gold positions in portfolios despite elevated 
valuations. 



UNION BANCAIRE PRIVÉE, UBP SA |  7

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and 
is not guaranteed in any way. 

We are closely monitoring three key tail risks that could significantly impact energy prices and the sector:

1.	 prolonged disruption in the Strait of Hormuz, 

2.	 direct & sustained damage to regional oil & gas production and processing infrastructures, 

3.	 a material and extended Iranian supply loss.

As the situation continues to evolve, we have placed our oil price forecast under review and have identified 
three potential scenarios:

1.	 Contained conflict: Limited shipping harassment with no lasting damage to supply or shipping. In this 
scenario, Brent crude prices may spike temporarily before retracing to approximately USD 70/bbl.

2.	 Rapid de-escalation: A swift easing of tensions leads to the unwinding of the risk premium, with oil 
prices returning to the low USD 60s/bbl.

3.	 Severe disruption: A prolonged closure of the Strait of Hormuz or significant damage to export terminals 
and infrastructure, coupled with a substantial loss of Iranian production, could push Brent crude prices 
up to around USD 120/bbl.

In the absence of prolonged disruption, much of the recent price movement in the energy equity sector 
may already have been priced in. If shipping remains undisrupted and energy supply continues without 
significant losses, the geopolitical risk premium is likely to compress, allowing commodity prices to retrace 
relatively quickly.

That said, as a risk management exercise, we have upgraded energy from a previously cautious 2/5 rating 
to 3/5 (meaning hold benchmark exposure, do not decrease yet) to hedge tail risks of any prolonged and 
significant escalation. The higher risk premium, if sustained, will also support corporate earnings and free 
cash flow upgrades.
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Disclaimer

This document is a marketing communication containing GENERAL 
INFORMATION on financial services reflecting the sole opinion of 
Union Bancaire Privée, UBP SA and/or any entity of the UBP Group 
(hereinafter “UBP”) as of the date of issue. It is not and does not 
purport to be considered as an offer nor a solicitation to enter into 
any transaction with UBP, buy, subscribe to, or sell any currency, 
product, or financial instrument, make any investment, or participate 
in any particular trading strategy in any jurisdiction where such an 
offer or solicitation would not be authorised, or to any person to 
whom it would be unlawful to make such an offer or solicitation. This 
document is meant only to provide a broad overview for discussion 
purposes, in order to determine clients’ interest. It does not replace 
a prospectus, KID, KIID or any other legal document relating to any 
specific financial instrument, which may be obtained upon request 
free of charge from UBP or from the registered office of the issuer of 
the instrument concerned, where applicable. The opinions herein do 
not take into account individual clients’ circumstances, objectives, 
or needs. 

UBP performs analysis on the financial instruments based on market 
offer and may maintain and/or seek to develop business affiliations 
with third parties for that purpose; furthermore, UBP may create its 
own financial instruments. This generic information is therefore not 
independent from the proprietary interests of UBP or connected 
parties, which may conflict with the client’s interests. UBP has 
policies governing cases of conflicts of interest and takes appropriate 
organisational measures to prevent potential conflicts of interest. 

The information contained in this document is the result neither 
of financial analysis within the meaning of the Swiss Banking 
Association’s “Directives on the Independence of Financial Research” 
nor of independent investment research as per the EU’s regulation 
on MiFID provisions. EU regulation does not govern relationships 
entered into with UBP entities located outside the EU.

When providing investment advice or portfolio management services, 
UBP considers and assesses all relevant financial risks, including 
sustainability risks. Sustainability risks are defined by the EU’s 
Sustainable Finance Disclosure Regulation (2019/2088) as “an 
environmental, social or governance event or condition that, if it 
occurs, could cause a negative material impact on the value of 
the investment”. For further information on our sustainability risk 
management approach please visit [www.ubp.com]. 

Reasonable efforts have been made to ensure that the content of 
this document is based on objective information and data obtained 
from reliable sources. However, UBP cannot guarantee that the 
information contained herein and gathered by the Bank in good 
faith is accurate and complete, nor does it accept any liability for 
any loss or damage resulting from its use. Circumstances may 
change and affect the data collected and the opinions expressed 
at the time of publication. Therefore, information contained herein 
is subject to change at any time without prior notice. UBP makes 
no representations, provides no warranty and gives no undertaking, 
express or implied, regarding any of the information, projections or 
opinions contained herein nor does it accept any liability whatsoever 
for any errors, omissions or misstatements in the document. UBP 
does not undertake to update this document or to correct any 
inaccuracies which may have become apparent after its publication.

This document may refer to past performance which is not a guide to 
current or future results. All statements in this document, other than 
statements of past performance and historical fact, are “forward-
looking statements”. Forward-looking statements do not guarantee 
future performances. 

The tax treatment of any investment depends on the client’s individual 
circumstances and may be subject to change in the future. This 
document does not contain any tax advice issued by UBP and does 
not reflect the client’s individual circumstances. 

This document is confidential and is intended to be used only by 
the person to whom it was delivered. This document may not be 
reproduced, either in whole or in part. UBP specifically prohibits 
the redistribution of this document, in whole or in part, without its 
written permission and accepts no liability whatsoever for the actions 
of third parties in this respect. This document is not intended for 
distribution in the US and/or to US Persons or in jurisdictions where 
its distribution by UBP would be restricted. 

Switzerland: UBP is authorised and regulated in Switzerland by the 
Swiss Financial Market Supervisory Authority (FINMA). 

UK: UBP is authorised in the United Kingdom by the Prudential 
Regulation Authority, and is subject to regulation by the Financial 
Conduct Authority (FCA) and limited regulation by the Prudential 
Regulation Authority.

Dubai: This marketing material has been communicated by Union 
Bancaire Privée (Middle East) Limited, a company regulated by 
the Dubai Financial Services Authority (“DFSA”). It is intended for 
professional clients and/or market counterparties only and no other 
person should act upon it. The financial products or services to which 
this material relates will only be made available to a client who meets 
the professional client and/or market counterparty requirements. 
This information is provided for information purposes only. It is not 
to be construed as an offer to buy or sell, or a solicitation for an 
offer to buy or sell any financial instruments, or to participate in any 
particular trading strategy in any jurisdiction.

Hong Kong: UBP is a licensed bank regulated by the Hong Kong 
Monetary Authority (HKMA) and a registered institution regulated 
by the Securities and Futures Commission (SFC) for Type 1, 4 & 9 
activities only in Hong Kong. The securities may only be offered or 
sold in Hong Kong by means of documents that (i) are addressed 
to “professional investors” within the meaning of the Securities 
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) 
and any rules made thereunder (the “SFO”); or (ii) are defined as 
“prospectuses” within the meaning of the Companies Ordinance 
(Chapter 32 of the Laws of Hong Kong) (the “CO”) or constitute offers 
to the public within the meaning of the CO. Unless permitted to do 
so under the laws of Hong Kong, no person may issue or have in 
their possession for the purpose of issuing, whether in Hong Kong 
or elsewhere, any advertisement, invitation or document relating 
to the securities, directed at, or likely to be accessed or read by, 
the public in Hong Kong, except where the securities are intended 
to be disposed of only to persons outside Hong Kong, or only to 
“professional investors” within the meaning of the SFO. 
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Singapore: UBP is a bank regulated by the Monetary Authority of 
Singapore (MAS), is an exempt financial adviser under the Financial 
Advisers Act 2001 of Singapore to provide certain financial advisory 
services, and is exempt under section 99(1) of the Securities and 
Futures Act 2001 of Singapore to conduct certain regulated activities. 
This document has not been registered as a prospectus with the 
MAS. Accordingly, this document and any other document or material 
in connection with generic recommendations may not be circulated 
or distributed, whether directly or indirectly, to persons in Singapore 
other than (i) institutional investors; or (ii) accredited investors as 
defined under the Securities and Futures Act 2001 of Singapore. 
This advertisement has not been reviewed by the Monetary Authority 
of Singapore.

Luxembourg: UBP is registered by the Luxembourg supervisory 
authority the Commission de Surveillance du Secteur Financier 
(CSSF). 

Italy: Union Bancaire Privée (Europe) S.A., Succursale di Milano, 
operates in Italy in accordance with the European passport – held 
by its parent company, Union Bancaire Privée (Europe) S.A. – which 
is valid across the entire European Union. The branch is therefore 
authorised to provide services and conduct business for which its 
parent company, Union Bancaire Privée (Europe) S.A., has been 
authorised in Luxembourg, where it is regulated by the Luxembourg 
financial supervisory authority, the Commission de Surveillance du 
Secteur Financier (CSSF).

Monaco: This document is not intended to constitute a public offering 
or a comparable solicitation under the Principality of Monaco’s laws, 
but might be made available for information purposes to clients of 
Union Bancaire Privée, UBP SA, Monaco Branch, a regulated bank 
under the supervision of the Autorité de Contrôle Prudentiel et de 
Résolution (ACPR) for banking activities and under the supervision 
of the Commission de Contrôle des Activités Financières for financial 
activities.

Jersey: Union Bancaire Privée, UBP SA, Jersey Branch is regulated 
by the Jersey Financial Services Commission for the conduct of 
banking, funds and investment business. Union Bancaire Privée, 
UBP SA, Jersey Branch is a branch of Union Bancaire Privée, UBP 
SA, whose registered offices are at Rue du Rhône 96-98, P.O. 
Box 1320, 1211 Geneva 1, Switzerland, with its principal place of 
business in Jersey at 3rd Floor, Lime Grove House, P.O. Box 526, 
St Helier, Jersey JE4 5UH.

Portugal: Union Bancaire Privée (Europe) S.A. Sucursal em Portugal 
is regulated by the Securities Market Commission (CMVM) and duly 
authorised by Banco de Portugal.

South Africa: UBP Investment Services (Pty) Ltd is an authorised 
financial services provider (FSP number 53152) in terms of section 
8 of the Financial Advisory and Intermediary Services Act, 2002 (Act 
No. 37 of 2002) and conducts its activity under the supervision of 
the Financial Sector Conduct Authority.
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