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eek one of 
war in the Mid-
dle East drove a 
clear risk off tone 

as market attention shifted rapidly to 
implications of global energy supply 
disruption.  

Price action was most pronounced 
across energy markets with increases in 
natural gas (+11.5%), gasoline (+32%), 
and WTI oil (+35.6%) closing over 
$90/bbl. Global stocks sold off sharply 
with developed markets (-6.7%) and 
emerging markets (–8.4%) bearing the 
brunt of the downside given the more 
immediate energy supply shock disrup-
tion and a corresponding sharp rise in 
the USD (+1.4%). U.S. equity markets 
lost 2.2% with energy stocks up on the 
week but a broad risk off tone pulling 
all other sectors down. Treasury bond 
yields rose sharply as inflation risks 
overwhelmed the flight to safety trade, 
pushing 10-year bond yields up 17bps 
to 4.15%.          

Financial Market Highlights  
• Stock and bond markets are in a
stage where geopolitics are overwhelm-
ing risk sentiment as elevated oil supply
risks are priced into financial assets
with prices falling and uncertainty and
volatility surging.
• Market sentiments and scrutiny on
AI related companies and AI related
spending have clearly rotated since the
beginning of the fourth quarter 2025
with an expectation that these trends
continue.
• Concerns surrounding private credit
around fund gating, structural leverage,
and AI related fundamental credit risks
where the former is simply a feature

and the latter two are key. 

Economic Highlights
• The economic calendar gave markets
a notable miss on the February jobs
report (-92k vs +60k) countered by
strong beats from ISM in both service
and manufacturing sectors.

Policy Highlights
• The U.S. foreign policy decision to
effect regime change in Iran through
force drove Gulf oil ‘shut-in’ risks
sharply higher but incentives to find an
off ramp are high for all parties.
• The jobs report had little impact
on market expectations on monetary
policy but the war in Iran saw mar-
kets price one cut out of 2026 due to
inflation pressures with futures markets
now seeing room for only a single cut
from the FOMC in 2026.

Bullish Asset Allocation Narratives
• Robust U.S. corporate earnings
growth, strong profit margins, and
positive forward guidance.
• Growth conducive policies including

a less restrictive Fed, fiscal stimulus, 
and deregulation. 
• Resilient consumption with low
unemployment and consumer balance
sheets in good condition thanks to
market-related wealth effects and room
to ‘re-lever’.
• AI implementation including infra-
structure build, productivity gains, and
earnings potential.

Bearish Asset Allocation Narratives
• Energy price shock from the war in
Iran add a key risk to consumption,
particularly given the backdrop of a
weak job market, cumulative inflation
dynamics, and depressed consumer
savings rates.
• Tariff (trade) policy uncertainty and
impact on price levels, supply chains,
and business uncertainty.
• AI trends given narrow equity
markets, significant capex profiles, and
industry specific concerns including
circular transactions, increased debt
financing, and a shift to asset intensive
business models.

Energy price shock after week one of war in the Middle East.
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