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De facto closure of Hormuz tests EM market resilience

4 March 2026

The de facto closure of the Strait of Hormuz has exposed the dependence of
emerging markets (EM) on energy imports and is clearly weighing on
sentiment. The durability of the EM investment case now hinges on the conflict
not becoming protracted and on Gulf production facilities remaining intact.

HIGHER ENERGY INTENSITY LEAVES EM ECONOMIES EXPOSED TO IRAN WAR
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Source: World Bank, The Investment Institute by UniCredit

Note: Data refer to 2023, except for energy use in China (2022). Energy use per PPP GDP is the kilograms of oil equivalent of energy use per
constant PPP GDP. Energy use refers to use of primary energy before transformation to other end-use fuels. Carbon intensity is annual emissions
of carbon dioxide (CO2) from the agriculture, energy, waste and industrial sectors (excluding land use, land-use change and forestry) divided by
the GDP in 2021 PPP. PPP GDP is gross domestic product converted to 2021 constant international dollars using purchasing-power-parity rates.

THE CONTEXT

The effective shutdown of the Strait of Hormuz, the transit route for roughly a fifth of global oil supply, marks a
serious escalation in the conflict with Iran, with tanker traffic now having almost ground to a halt. Around 150 vessels
are reportedly stranded. Meanwhile, US President Donald Trump said the US Navy could escort tankers if needed and
instructed the US International Development Finance Corporation to offer political-risk insurance and guarantees to
support maritime trade in the Gulf. EM economies in South and Southeast Asia depend heavily on Gulf crude (and
LNG), leaving them acutely exposed when flows through the strait are disrupted. The sudden halt underscores the
structural vulnerability of fast-growing EM importers to any prolonged interruption of Gulf supply.
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THE DATA

Our chart highlights the gap in energy consumption between major emerging economies and
developed markets. The scale of energy intensity in China, where absolute energy demand is
significantly higher than in the US or the EU, is emblematic of the broader EM landscape. EM
growth models remain rooted in energy-intensive sectors — manufacturing, infrastructure
build-out and rapid urbanisation — rather than the services-led structures typical of advanced
economies. The latest IEA data highlights this structural gap: emerging and developing
economies accounted for over 80% of the increase in global energy demand in 2024,
underscoring the persistently higher energy intensity across EM. Most remain in a transitional
phase where fossil fuels still dominate the energy mix despite the rapid deployment of
renewable energy sources.

OUR VIEW

With a view to market implications, the central question is how long the conflict will last —and
whether critical Middle-East energy infrastructure will be drawn deeper into the line of fire. EM
economies still account for the bulk of global oil-demand growth, reflecting rising transport
needs and industrial activity. This structural difference matters for markets: more
energy-intensive economies are inherently more exposed when global oil and gas flows are
disrupted. As a result, shocks to Gulf exports tend to transmit more directly into macro and
market pressure for EM importers than for their developed-market counterparts.

The equity-market reaction demonstrates this sensitivity. EM equities have come under
pressure in recent days following the outbreak of war. A londer or more severe escalation of
the conflict — particularly one involving a prolonged disruption of the Strait of Hormuz or
significant damade to fixed energy assets (which we continue to redard as a risk scenario) —
would further lift risk premiums, strengthen the USD and weigh on broader EM sentiment.

While the geopolitical backdrop remains fluid, our baseline scenario is that tensions will begin
to de-escalate sooner rather than later as all sides have a major interest in resolving the
conflict. We therefore maintain our constructive stance on EM equities. Crucially, EM stability
hinges on avoiding lasting damade to Gulf production infrastructure. Provided the conflict does
not extend materially in duration and that large-scale destruction is avoided, improving
earnings and more attractive valuations relative to developed markets should remain
supportive, keeping the medium-term narrative and the broader EM investment case intact.

OTHER THINGS TO NOTE

Tensions remain high in the Middle East

While airstrikes continue in Iran, the country’s senior clerics have appointed Mojtaba
Khamenei as his father’s successor. In the meantime, Israel has launched a military
operation in Lebanon.

TODAY'’S DATA RELEASES

Time (CET) Country Data Period UniCredit Consensus Previous

09:45 IT Services PMI (index) Jan 513 52.6 52.9

14:15 us ADP Employment Index (change Feb 40 50 22
thousands mom)

16:00 us ISM Non-Manufacturing Index Feb 52.5 535 53.8

Source: Bloomberg, The Investment Institute by UniCredit
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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