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How have markets responded to past geopolitical crises? What does this suggest for families' investment
strategies?

Key points
• History is filled with wars, conflicts, and geopolitical crises. Past events may help us consider how markets might respond

to the 2026 conflict with Iran.

• Markets have tended to react sharply in the short term to geopolitical shocks before staging a full recovery within
a few months or years, especially for investors that remain invested. Diversified portfolios have historically recovered

even faster.
1

• To create a buffer between market volatility and spending needs, families may want to build a Liquidity strategy, funded
with cash and high-quality bonds to cover spending in the event of a market disruption.

Time frames may vary. Strategies are subject to individual client goals, objectives and suitability. This approach is not a promise or guarantee that wealth, or any financial
results, can or will be achieved.

This educational report has been prepared by UBS Financial Services, Inc. Please see important disclaimers and disclosures at the end of
the document.
This material constitutes sales and education content, it was not prepared by UBS Chief Investment Office GWM Investment Research and is not a
Research Report.
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Introduction
On Saturday, 28 February, the United States and Israel launched surprise attached on multiple sites and cities across the
Islamic Republic of Iran, killing Supreme Leader Ali Khamenei and other Iranian officials.

In response, Iran (and Hezbollah, its proxy in Lebanon) launched hundreds and drones at Israel, US military bases in the
region, and energy facilities. Iran also vowed to close the Strait of Hormuz, a narrow channel through which much of
the world's oil and gas supply passes. To enforce this enclosure, Iran has attempted to lay sea mines in the Strait and has

launched missile and drone attacks on dozens of commercial tankers and container ships.
2

In some ways, this conflict is a continuation of the June 2025 conflict that came be known as the "Twelve Day War,"
which started with strikes on Iranian nuclear and military facilities.

How might this crisis affect markets?
Historically, geopolitical shocks have had a limited impact on global financial markets, as illustrated in Table 1. In fact, the
S&P 500 moved higher over the three years following almost every incident.

The situation remains highly uncertain, but the market impact appears to be limited so far. From 28 February to 13 March,
crude oil prices are up about 40%, while global stocks have fallen about 5%, gold prices are down 4%, and bonds are
down 2%.

In a 9 March note analyzing recent developments, the CIO Research team noted the following:

Investors face a dilemma: The longer the Strait of Hormuz remains effectively closed, the tighter energy markets are
going to get, and the higher energy prices will go. The higher prices go, and the longer they stay high, the more
negative the global economic impact. And with a complex situation on the ground, the longer the conflict lasts, the
longer it has the potential to last. In a worst-case scenario for equity markets, oil prices stay high enough for long
enough to trigger second-round inflationary effects and central bank rate hikes.

At the same time, provided critical oil infrastructure is not actually destroyed, energy prices should fall relatively
quickly once the Strait is reopened, which could come about through a military or a political solution. Since equity
markets are forward-looking, we would expect them to rebound relatively swiftly to pre-conflict levels once the Strait

shows signs of re-opening. So, reducing portfolio risk likely entails an opportunity cost.
3

In Figure 1 and Table 2 below, we take a closer look at past conflicts in the Middle East to better understand how markets
have responded to such geopolitical shocks. Historically, we find that Middle East conflicts have not been associated with
a sustained drawdown in stock prices. Gold and oil have had a mixed track record, the US dollar has tended to weaken,
and bonds and hedge funds have tended to benefit from heightened volatility and dispersion.

Last, but not least, Table 3 will help us look beyond historical analysis—which we must always view critically, because
past performance is no guarantee of future results—to share market scenarios from the CIO Research team, depending
on how long the crisis persists.
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Table 1 - Markets have endured previous shocks
S&P 500 price return following select geopolitical crises

Source: Bloomberg, UBS, as of 13 March 2026
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Figure 1 - Stocks have been resilient to most Middle East conflicts
Performance of select asset classes during Middle East geopolitical shocks

Source: Bloomberg, eia.gov, UBS, as of 13 March 2026
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Table 2 - How have asset classes performed during past Middle East conflicts?
Performance of select asset classes in the 90 days following Middle East geopolitical shocks

Source: Bloomberg, eia.gov, UBS, as of 13 March 2026

Table 3 - CIO Research: Scenario analysis for the Iran war
CIO Research market expectations and implied returns for select asset classes

Source: UBS House View - CIO Alert: An investor's guide to navigating the conflict. UBS Chief Investment Office Global Wealth Management
Investment Research. Note: The 10-year Treasury implied return assumes a 1-year investment period.

How can investors manage crisis risks?
Here are some common sense steps to consider at this time:
1. Stay invested. Markets are already pricing in some risk of a prolonged disruption to energy supplies, and there is

a significant opportunity cost to reducing portfolio risk. With this in mind, the CIO Research team advises long-term
investors to stay invested, noting that: "we do not think that this crisis will have a meaningful impact on where markets

trade over the longer run."
3
 Although wars and geopolitical crises tend to be shocking, they have historically short-

lived effects on the economic fundamentals. Some investors are inclined to sell because of immediate uncertainty—
hoping to re-invest in the market after the crisis has passed—but this strategy tends to be counterproductive, requiring
investors to be right on the timing of their exit and on the timing of their re-investment. Attempting to time markets
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comes with the risk of locking in otherwise-temporary losses, realizing unnecessary taxes, and degrading the portfolio's
ability to participate in the recovery.

2. Separate short-term concerns from long-term goals. Market losses tend to be short-lived. Even in the worst bear

markets in the past 80 years, diversified portfolios have fully recovered their losses in three to five years.
1
 Therefore, it

may be prudent to maintain a Liquidity strategy—cash, bonds, and borrowing capacity to meet spending needs over
the next three to five years—to help insulate portfolios from geopolitical and market risks and help to maintain their
lifestyle despite market turbulence. This reserve may also help to reframe volatility and help families remain confident
that they can "wait out" a market decline without being forced to sell long-term assets during a potential bear market.
Keeping a healthy allocation to growth-oriented investments—even during bouts of volatility—tends to be prudent to
growing wealth over time.

3. Focus on what's possible to control. We do not have control over how markets behave, but we can decide how
we respond. In times like these, it's tempting to succumb to "action bias," a behavioral bias that gives us a strong
urge to take action to assert control. Strategies like tax-loss harvesting and rebalancing can be a good way to “scratch
the itch” of action bias while keeping the long-term strategy intact. Before making any large allocation changes, it's
important to speak with a financial advisor. It may also be a good idea to take some time—at least a week or two—
to weigh options carefully.

4. Position tactically. The CIO Research team has recently advised investors to stay invested in diversified portfolios. For
investors looking to position tactically—or those looking to manage risk more actively—they have shared this advice:
"Build a plan to progressively reduce portfolio risks the longer the crisis lasts. This means (a) adding hedges, including
to equities and to cyclical currency positions; (b) building diversification, with quality bonds, gold, and commodity

exposure; and (c) cutting cyclical exposures (or allowing exposure to reduce naturally by not actively rebalancing)."
3

Conclusion
Historically, geopolitical crises—even those with massive and long-lasting societal consequences—have rarely left a lasting
impact on financial markets. It is important to take care not to overreact to market headlines.

For investors who worry about the implications of a potentially sustained conflict in Iran, it may be helpful to discuss these
concerns with a financial advisor, to help stress test portfolios and financial plans and identify strategies for mitigating
potential risks while carefully managing opportunity costs.
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Important information
Disclaimer
This material is published solely for informational purposes, may be distributed only under such circumstances as may be
permitted by applicable law, and is not to be construed as a solicitation or an offer to buy or sell any securities or related
financial instruments. This information is general in nature and does not take into account the specific investment objectives,
financial situation or particular needs of any recipient.
All information and opinions represent our current views on the topics covered which are based, in part, on information
and data obtained from third party and/or publicly available sources. While we believe those sources to be reliable, no
representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating to
UBS and its affiliates) of that information.
The information presented is not intended to be a complete statement or summary of the securities, markets or developments
referred to in the materials. It should not be regarded by recipients as a substitute for the exercise of their own judgment. Any
opinions expressed in this material are subject to change without notice and may differ or be contrary to opinions expressed
by other business areas or groups of UBS as a result of using different assumptions and criteria. UBS is under no obligation to
update or keep current the information contained herein.
Cautionary statement regarding forward-looking statements. This report contains statements that constitute “forward-
looking statements”, including but not limited to statements relating to the current and expected state of the securities
market and capital market assumptions. While these forward-looking statements represent our judgments and future
expectations concerning the matters discussed in this document, a number of risks, uncertainties, changes in the market,
and other important factors could cause actual developments and results to differ materially from our expectations. These
factors include, but are not limited to (1) the extent and nature of future developments in the US market and in other
market segments; (2) other market and macro-economic developments, including movements in local and international
securities markets, credit spreads, currency exchange rates and interest rates, whether or not arising directly or indirectly from
the current market crisis; (3) the impact of these devel-opments on other markets and asset classes. UBS is not under any
obligation to (and expressly disclaims any such obligation to) update or alter its forward-looking statements whether as a
result of new information, future events, or otherwise.
There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors.
The two sources operate independently and may therefore have different recommendations. The various research content
provided does not take into account the unique investment objectives, financial situation or particular needs of any specific
individual investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of
UBS AG and an affiliate of UBS International Inc.
About Our Wealth Management Services
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities
and Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and
brokerage services. Investment advisory services and brokerage services are separate and distinct, differ in material ways and
are governed by different laws and separate agreements. It is important that investors understand the ways in which UBS
conducts business, that they carefully read the agreements and disclosures that UBS provides to them about the products
or services offered. A small number of UBS financial advisors are not permitted to offer advisory services to you, and can
only work with investors directly as UBS broker-dealer representatives. Your financial advisor will let you know if this is the
case and, if you desire advisory services, will refer you to another financial advisor who can help you. UBS' agreements and
disclosures will inform investors about whether we and our financial advisors are acting in our capacity as an investment
adviser or broker-dealer. For more information, please see www.ubs.com/workingwithus. In providing financial planning
services, UBS may act as a broker-dealer or investment adviser, depending on whether we charge a fee for the service. The
nature and scope of the services are detailed in the documents and reports provided to you as part of the service.
© UBS 2026. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. UBS
Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
This document constitutes sales and education content, not a research report, and it is not developed or held to the standards
applicable to independent research.
Purpose of this document: This report is provided for informational and educational purposes only. It should be used solely
for the purposes of discussion with your UBS Financial Advisor and your independent consideration. UBS does not intend this
to be fiduciary or best interest investment advice or a recommendation that you take a particular course of action.
Personalized recommendations or advice: If you would like more details about any of the information provided, or
personalized recommendations or advice, please contact your UBS Financial Advisor.
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Conflicts of interest: UBS Financial Services Inc. is in the business of establishing and maintaining investment accounts
(including retirement accounts) and we will receive compensation from you in connection with investments that you make, as
well as additional compensation from third parties whose investments we distribute. This presents a conflict of interest when
we recommend that you move your assets to UBS from another financial institution or employer retirement plan, and also
when we make investment recommendations for assets you hold at, or purchase through, UBS. For more information on how
we are compensated by clients and third parties, conflicts of interest and investments available at UBS please refer to the ‘Your
relationship with UBS’ booklet provided at ubs.com/relationshipwithubs, or ask your UBS Financial Advisor for a copy.
Important information about brokerage and advisory services: As a firm providing wealth management services
to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-registered investment
adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage
services are separate and distinct, differ in material ways and are governed by different laws and separate arrangements. It
is important that you understand the ways in which we conduct business and that you carefully read the agreements and
disclosures that we provide about the products or services we offer. For more information, please review client relationship
summary provided at ubs.com/relationshipsummary.
Important additional information applicable to retirement plan assets (including assets eligible for potential
rollover, distribution or conversion): This information is provided for educational and discussion purposes and are not
intended to be fiduciary or best interest investment advice or a recommendation that you take a particular course of action
(including to roll out, distribute or transfer retirement plan assets to UBS). UBS does not intend (or agree) to act in a fiduciary
capacity under ERISA or the Code when providing this educational information. Moreover, a UBS recommendation as to the
advisability of rolling assets out of a retirement plan is only valid when made in a written UBS Rollover Recommendation
Letter to you provided by your UBS Financial Advisor after a review of detailed information that you provide about your plan
and that includes the reasons the rollover is in your best interest. UBS and your UBS Financial Advisor do not provide rollover
recommendations verbally.
With respect to plan assets eligible to be rolled over or distributed, you should review the IRA Rollover Guide UBS provides at
ubs.com/irainformation which outlines the many factors you should consider (including the management of fees and costs of
your retirement plan investments) before making a decision to roll out of a retirement plan. Your UBS Financial Advisor will
provide a copy upon request.
No tax or legal advice: UBS Financial Services Inc., its affiliates, and its employees do not provide tax or legal advice. You
should consult with your personal tax and/or legal advisors regarding your particular situation.
Financial planning services: In providing financial planning services, we may act as a broker-dealer or investment adviser.
When we act as investment adviser we charge a separate fee for the service and enter into a written agreement with you. The
nature and scope of the services are detailed in the documents and reports provided to you as part of the service.
Insurance and related products: Insurance and annuity products are issued by unaffiliated third-party insurance companies
and made available through insurance agency subsidiaries of UBS Financial Services Inc. Guarantees are based on the claims-
paying ability of the issuing insurance company.
Long-term care insurance has certain exclusions, limitations, reduction of benefits, and terms under which a particular policy
may be continued or discontinued. For costs and complete details of coverage, please contact your financial advisor.
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