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The escalation in the Middle East and restricted oil flows through the Strait of Hormuz are noticeably increasing
market uncertainty. Why investors should keep a cool head now.

In our last Thought of the Week, we explained how things once considered “unthinkable” now occur much more
frequently than a few years ago, and how investors are repeatedly confronted with challenging situations. The current
conflict in the Middle East and the closure of the Strait of Hormuz is one such case. Who would have thought just a few
weeks ago—when market attention was still focused on the US Supreme Court’s decision on import tariffs or the AI-
driven setback for software companies—that we could once again be facing an energy crisis in such a short time?

The situation regarding a possible reopening of the Strait of Hormuz remains unclear, and the rising oil price signals that
markets are expecting further complications and a prolonged restriction of oil flows from the Gulf region. As the conflict
enters its fourth week, and despite rerouting via pipelines, supply disruptions could worsen due to limited storage capacity.
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Geopolitical tensions are likely to remain high. It is still uncertain how soon the US and its allies will succeed in escorting
tanker convoys through the Strait of Hormuz. Even the planned release of 400 million barrels from strategic reserves by
OECD countries is likely to offset only part of the disruption, as the effects on markets in Asia and Europe intensify and
refineries in the Middle East cut production. Against this backdrop, a further rise in oil prices is likely, with a new Brent
forecast of USD 90 per barrel by the end of June—if disruptions persist, prices could rise significantly higher in the short
term, especially if scarcity fears increase.

Despite the exceptionally challenging situation, we believe it is especially important for long-term investors not to be
swayed from their investment plan by the current geopolitical turbulence. Our newly published Global Investment Returns
Yearbook also shows which long-term performance trends are likely to be decisive for Swiss investors.

First, one should always keep in mind that equities have been the highest-returning asset class over very long periods.
Over the long term, they have clearly outperformed bonds and money market investments. This also supports, from a
Swiss perspective, the core message that wealth accumulation is achieved primarily through productive capital and not
by holding nominal assets. Cash will likely remain important for liquidity and security, but in the long term, it is mainly
a stability component, not a return driver. For Swiss investors, this means that equities should form the core of wealth
accumulation over the long term. Even with current inflation rates near zero, inflation remains relevant over the long term:
real returns count, not just nominal ones.

Second, geopolitical events are often not the main drivers of returns—more important is usually the resilience of countries
and regions. While markets do react to extreme geopolitical shocks, economic factors are generally more important than
geopolitical headlines in the long run. The implication: not every crisis justifies hectic portfolio shifts; instead, regional
allocation should favor countries and markets that are better shielded thanks to high institutional stability and defensive
market structures. Ultimately, in our view, a high degree of diversification remains crucial, especially as correlations have
increased and risk diversification has become more difficult.

Third, Swiss investors should remain aware of the role of the franc as a “safe haven.” For them, the currency question
is particularly important, as foreign currency risks can increase the volatility of those portfolio holdings that are primarily
intended as stabilizers. Especially for defensive portfolio components like bonds, the logic of the available evidence argues
for stronger hedging of currency risks, since the franc can primarily be seen as a stability anchor in the portfolio context.
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Disclaimer
Hong Kong / Singapore: For Global Wealth Management clients of UBS AG Singapore / Hong Kong branch, please refer to
the HK/SG Marketing Material Disclaimer .
This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by
FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes
former Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS
AG and a member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of
this section.
This document and the information contained herein are provided solely for your information and UBS marketing
purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer
or solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security,
investment instrument, or product, and does not recommend any specific investment program or service.
Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be
suitable or appropriate for all investors. In addition, certain services and products referred to in the document may be subject
to legal restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted
basis. No offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any
person to whom it is unlawful to make such offer, solicitation, or sale.
Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current
the information contained herein. The views and opinions expressed in this material by third parties are not those of
UBS. Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages
arising from the use or reliance of all or any part thereof.
All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects
or elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly
stated, no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.
Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance
figures may not be based on complete 12-month periods which may reduce their comparability and significance. Historical
performance is no guarantee for, and is not an indication of future performance.
Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This
document may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the
extent permitted by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any
liability, responsibility or duty of care for any consequences, including any loss or damage, of you or anyone else acting, or
refraining to act, in reliance on the information contained in this document or for any decision based on it.
Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland
AG, authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be
processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse
website https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services,
UBS Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address)
until you notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by
informing your Relationship Manager.
Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.
© UBS 2026. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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