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The conflict in the Middle East and the uncertainty surrounding the Strait of Hormuz are 

pushing up energy prices and inflation while weighing on economic growth. Asian and Euro-

pean equities appear particularly vulnerable. In Swiss francs, bond allocations can effectively 

only be redeployed into dividend-paying equities, whereas in other currencies short-

duration bonds remain the preferred option.  

  
Geopolitical Backdrop 

The war in Iran and the blockade of the Strait of 

Hormuz currently constitute the central risk to the 

global economy. A substantial share of global en-

ergy and commodity flows passes through this 

critical chokepoint. Any prolonged disruption 

would have far-reaching consequences for growth, 

inflation, and financial markets. 

Despite clear air superiority, the United States and 

Israel have so far been unable to effectively secure 

the Strait of Hormuz. Civilian navigation therefore 

remains exposed—an outcome that strengthens 

Iran’s strategic position and enhances its leverage 

vis-à-vis the United States. A sustained military 

effort to safeguard the route would be costly, op-

erationally complex, and politically difficult to 

maintain. 

That said, there are tentative signs that the parties 

may move toward a temporary arrangement, not 

least because neither Israel nor the United States is 

directly dependent on the uninterrupted function-

ing of the strait. 

 

Economic Development 

The conflict in the Middle East is fundamentally 

reshaping the near-term economic outlook. Even in 

an optimistic scenario of a swift reopening of the 

Strait of Hormuz, temporary disruptions to supply 

chains are likely. We expect both the direct and 

indirect effects—delivery delays, production out-

ages, and damaged infrastructure—to weigh no-

ticeably on industrial activity in the short term. 

More important, however, is the structural impact: 

even if tensions ease, the geopolitical risk premium 

on energy is likely to remain elevated. This points 

to persistently higher oil prices and, consequently, 

sustained inflationary pressure. 

Should the conflict drag on for several months, 

serious disruptions to global supply chains become 

increasingly likely. The economic fallout will de-

pend primarily on three factors: duration, intensi-

ty, and the eventual political outcome. 

Europe and Asia are the clear losers in such a sce-

nario. Their heavy reliance on energy imports 

makes them significantly more vulnerable than the 

United States. 

At the same time, a broader structural shift is be-

coming evident: efficiency is increasingly being 

replaced by resilience. Companies and govern-

ments are willing to accept higher costs to secure 

supply chains—an inherently inflationary devel-

opment. 

In addition, several pre-existing structural head-

winds remain in place: 

• Energy: Rising electricity demand—particularly 

from AI applications—is placing increasing 

strain on U.S. power systems.  

• Demographics: Aging populations are weighing 

on growth potential in Europe and parts of 

Asia.  

• Competitiveness: Europe continues to lose 

ground to China.  

• Financing: Inefficient capital allocation and 

bank-dominated financing systems in Europe 

are constraining innovation.  

 

Germany’s more expansionary fiscal policy pro-

vides some stabilization, but it is insufficient to 

offset Europe’s structural weaknesses. 

 

Monetary Policy and Interest Rates 

Rising energy prices will push inflation higher in the 

short term. At the same time, central banks lack 

visibility on the duration and intensity of the shock. 

The logical consequence is a wait-and-see mone-
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tary stance. Of particular importance are potential 

second-round effects. Should the energy price 

shock feed through into broader consumer prices, 

the inflation impulse would become significantly 

more persistent. Against this backdrop, interest 

rate cuts in the major currency areas appear un-

likely for the time being. In our view, markets con-

tinue to underestimate the risk of more prolonged 

elevated inflation. 

In Switzerland, we do not expect aggressive easing 

despite the dampening effect of the strong Swiss 

franc. The SNB’s room for maneuvering remains 

limited. 

Our positioning is clear: CHF bonds currently offer 

unattractive yields. Maturities should be rolled into 

cash or redeployed into high-dividend Swiss equi-

ties. 

In USD, EUR, and GBP, we consistently favor short 

durations. We consider the interest rate risk asso-

ciated with longer maturities to be insufficiently 

compensated at present. 

 

Equities 

Equity markets are currently pricing in an overly 

optimistic scenario. Persistently high oil prices 

represent a clear headwind for both margins and 

growth. Accordingly, we see near-term downside 

risks for equities. 

Regional differentiation is key: 

Asia is the most exposed due to its dependence on 

energy imports, with Europe also significantly vul-

nerable. 

The United States is structurally better positioned 

but remains indirectly affected through global oil 

prices and financial markets. 

We therefore recommend a moderate under-

weight in European and Asian equities. 

From a sector perspective, energy-intensive indus-

tries—such as chemicals, construction materials, 

transport, and aviation—should be avoided. By 

contrast, energy companies stand to benefit direct-

ly from the current environment and should be 

overweighted. 

 

Currencies and Gold 

The US dollar is likely to remain strong in the short 

term. As oil is priced in US dollars, rising energy 

prices typically generate additional demand for the 

currency. 

Over the longer term, however, our view remains 

clearly negative. The combination of large fiscal 

deficits, rising interest burdens, and structurally 

high debt levels points to depreciation against the 

Swiss franc. 

Other currencies face similar structural challenges 

and are additionally burdened in the short term by 

their dependence on energy imports. 

Gold remains a key beneficiary of this environ-

ment. Ongoing central bank purchases aimed at 

reducing dollar reserves provide a stable source of 

demand 

 

Asset Allocation 

We recommend a slight underweight in equities 

considering elevated energy prices, combined with 

targeted sector adjustments. Maturing Swiss franc 

bonds should be reinvested into CHF dividend-

paying equities or held in cash. Maturing GBP, EUR, 

and JPY bonds can be reinvested into short-term 

corporate bonds. 

Gold remains a core component across all our 

portfolios as an important source of diversification. 
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