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Flash commentary:
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Current situation

Heightened tensions in Iran have reintroduced geopolitical
uncertainty to global markets. While markets had
anticipated potential strikes on Iran, the scale of the
weekend's operations was broader than expected.

While the immediate market reaction has been contained,
the near-term risks to supply routes and broader implications
for oil prices and inflation trends are key macro concerns.
The death of senior political and military figures — including
Supreme Leader Ayatollah Ali Khamenei — has prompted
renewed scrutiny of the country’s internal stability and its
potential impact on regional dynamics, particularly energy
markets. Iranian strikes have targeted US bases and regional
infrastructure while largely sparing oil production, even as
tanker traffic through the Strait of Hormuz has slowed amid
warnings and reports of one tanker hit, with no evidence so
far of mining that would pose a far greater threat to global

supply.

The situation underscores the importance of monitoring
developments across the Middle East, where shifts in
political leadership or security conditions often carry
implications beyond the region itself. The focus remains on
how prolonged instability could influence commodity
pricing, safe-haven flows and risk sentiment more broadly
across emerging and developed markets alike.



Active Multi-asset

While markets had anticipated potential strikes on Iran, the
scale of the weekend's operations was broader than
expected — though still short of the worst-case scenario.

US and Israeli forces have intensified efforts to weaken Iran’s
internal security apparatus and limit its retaliatory capacity.
Iranian responses have targeted US bases and regional
infrastructure but have so far avoided causing major damage
to oil production assets. Tanker traffic through the Strait of
Hormuz has slowed, with reports that the Iranian
Revolutionary Guard Corps has issued warnings against
passage. One tanker has reportedly been hit, though there is
currently no evidence that the strait has been mined — a
development that would represent a far greater risk to
global oil supply. AMA portfolios have no direct exposure to
the region or energy-linked assets. The main transmission
channel is through overall market risk: we remain overweight
equities and underweight the US dollar, with an overweight
position in gold serving as a partial hedge. We expect the
magnitude and timing of any risk-off moves to depend
largely on the extent to which oil supply is disrupted as the
conflict evolves. Key questions include whether oil
infrastructure will be targeted, whether the Strait of Hormuz
will remain navigable, and how new Iranian leadership
interacts with the US and Israel.

Active Equities

Global equities have moved into a more cautious, risk-off
footing following coordinated US-Israeli military action
against Iran. Initial market responses have been concentrated
in higher oil prices and strength in defensive and
value-oriented exposures, while broader equity moves have
remained relatively contained. Despite the clear rise in
geopolitical uncertainty, volatility measures have so far
stayed surprisingly muted, underscoring a market response
that remains selective rather than systemic.

Our positioning reflects this dynamic:

— EM portfolios remain underweight the region, with only
modest positions in a Saudi Arabian bank and a UAE real
estate company.

— We maintain a neutral allocation to the oil sector.

— Offsetting exposures that may benefit in the current
environment, including two gold-levered companies in
South Africa, a defense manufacturer in Korea, and a
Brazilian aerospace company with partial defense
exposure.

We believe that emerging markets retain strong
medium-term potential, with diversified structural drivers
that help offset limited direct exposure to the current
geopolitical conflict.

Fixed Income

Our EMD hard-currency portfolios have a sizable
underweight to GCC countries (Bahrain, Kuwait, Oman,
Qatar, Saudi Arabia and the United Arab Emirates) and to
Israel relative to the benchmark. There is no exposure to Iran
given existing sanctions.

Overall, GCC sovereigns have higher credit ratings and
significant reserve buffers, suggesting that market impact on
the fixed-income side should be contained. Our EMD funds
remain long duration which should benefit from a rally in US
rates.
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Before investing in a product please read the latest prospectus and key
information document carefully and thoroughly. Any decision to invest
should take into account all the characteristics or objectives of the
fund as described in its prospectus, or similar legal documentation.
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take into consideration your investment objectives, legal, financial or
tax situation or particular needs in any other respect. Investors should
be aware that past performance of investment is not necessarily
indicative of future performance. Potential for profit is accompanied
by possibility of loss. If you are in any doubt about any of the contents
of this document, you should obtain independent professional advice.
Source for all data and charts (if not indicated otherwise): UBS Asset
Management.

The securities or products mentioned herein may only be permitted to
be offered to approved PRC investors and/or eligible investors under
the relevant PRC laws and regulations. The relevant PRC investors shall
obtain applicable approvals/licenses/registrations from the relevant
authorities (if applicable), and comply with the relevant laws and
regulations.

Hong Kong

This document and its contents have not been reviewed by, delivered
to or registered with any regulatory or other relevant authority in any
jurisdiction. This document is for informational purposes and should
not be construed as an offer or invitation to the public, direct or
indirect, to buy or sell securities. This document is intended for limited
distribution and only to the extent permitted under applicable laws in
any jurisdiction. No representations are made with respect to the
eligibility of any recipients of this document to acquire interests in
securities under the laws of any jurisdiction.

Using, copying, redistributing or republishing any part of this
document without prior written permission from UBS Asset
Management is prohibited. Any statements made regarding
investment performance objectives, risk and/or return targets shall not
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UBS Asset Management is a large-scale asset manager, with a
presence in more than 20 countries worldwide. We take a globally
connected approach to find the answers to our clients’ investment
challenges and draw on the best ideas and capabilities of our global
set-up. To provide you with first class solutions, UBS Asset
Management may outsource business areas and services to (other)
business divisions of UBS Group AG, affiliated companies of UBS
Group AG and carefully selected third party service providers on a
global level. This applies both with respect to different services
provided to you as a prospect and as a client, such as analyzing and
providing investment solutions, negotiations regarding our future
relationship, onboarding, as well as to ongoing know-your-client due
diligence, transactions, processing of securities and other financial
instruments, compliance, risk management and monitoring, data
processing, and IT and back- and middle-office services. Such a global
approach may require transmitting client data to affiliated companies
and carefully selected third party service providers. This might include
entities that are not subject to banking secrecy (if applicable at all) and
or that are not subject to the data protection laws applicable in your
location, the location of the UBS Asset Management entity you are in
contact with, or to your future relationship with UBS Asset
Management. This global approach also may require storing client
data in global IT systems. UBS Asset Management is subject to
statutory obligations regarding the confidentiality of data relating to
the business relationship with its clients.



You can rely on UBS Asset Management and its affiliated companies
treating all data with strictest confidentiality; third party service
providers are carefully selected and contractually bound to strictest
confidentiality obligations in line with highest UBS standards.
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