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Options hint pressure on war-hit EUR-USD to ease  
12 March 2026 

The US-Israel strike on Iran confirmed that the USD remains the main 
safe-haven unit when risk aversion spikes abruptly. Still, risk-reversal rates 
for EUR-USD, after plunging in favour of short-term put options, have 
become less negative or even slightly positive for longer maturities, as 
President Donald Trump said that the war might end soon. This could 
trigger fresh buying opportunities if the conflict is shorter than feared.  

RISK-REVERSAL RATES ON EUR-USD REMAIN IN FAVOUR OF PUT OPTIONS, MOSTLY AT THE SHORT END 

THE EUR-USD SPOT RATE AND THE CORRESPONDING 1M AND 1Y RISK-REVERSAL RATES  

 

Source: LSEG, The Investment Institute by UniCredit 

THE CONTEXT 

The US-Israel strike on Iran has abruptly reminded investors that the USD remains the reference safe-haven 
currency when risk aversion suddenly spikes across markets. The de-dollarisation process is not over but it requires 
a less-volatile environment to continue. Instead, since the start of the conflict (on 28 February), the greenback 
has strengthened across the board, even outperforming other safe-haven currencies such as the Japanese yen and 
the Swiss franc, which have retreated beyond 158 and 0.78, respectively, against the US unit.  
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THE DATA 

The length and the scope of war in the Middle East remain the two main drivers for markets 
at present, outpacing economic data, interest-rate differentials and other fundamental 
factors.  

Option-market indicators could function as an indirect gauge of how long investors expect 
the conflict to last and the USD to remain firm against other FX majors. The chart above 
shows the EUR-USD exchange rate and its corresponding 1M and 1Y risk-reversal (RR) rates. 
RR rates indicate investor preference for call options (if positive) or put options (if negative) 
on an exchange rate at various maturities and for a given delta (usually 25, as in this case).  

As soon as the US-Israel strike on Iran began, EUR-USD was increasingly being sold, down 
to the edge of 1.15. Meanwhile, RR rates have dropped into negative territory, signalling an 
abrupt turn in favour of put options, also for hedging purposes, as investors were forced to 
cover their existing net-long exposure on this exchange rate. The preference for put options 
was obviously stronger at short-term maturities (one month or three months), while RR 
rates were less negative at longer maturities. When US President Donald Trump said on 
Tuesday that the war might end soon, EUR-USD recovered above 1.16 and risk-reversal rates 
became slightly negative across various maturities and even turned positive (i.e., in favour 
of call options) at the 9M and the 1Y tenors. However, this recovery proved short-lived, as 
uncertainty is still high, and EUR-USD would need to recover at least above 1.1813, the 
closing level on 27 February, to indicate that market sentiment has significantly turned.  

 

OUR VIEW 

The factors behind the decline of the USD during 2025 and until the start of the Iran conflict 
were mostly related to uncertainty regarding the US economy, the Fed’s next monetary-
policy moves and Trump’s tariff policies, including the possibility that he might favour a 
weaker currency to reduce the widening US trade deficit especially  ahead of the US midterm 
elections (3 November). The war in the Middle East has overshadowed these potential drags 
on the USD, which means they could weigh again on it once the conflict ends. During the 
12-Day War between Israel and Iran last year (13-24 June), EUR-USD lost only 1.4%, 
dropping to a low of 1.1451 (i.e. below the low of 1.1508 reached on 9 March), while the 
US dollar index (DXY) gained roughly 1.8% before investors returned to focusing on Trump’s 
economic policies and fully reversed the USD’s initial gains.  

The greenback may rise further only if the Iran conflict deepened, reinforcing its safe-haven 
status; otherwise, the USD is set to give back its current gains. The Middle East crisis might 
continue to weigh on EUR-USD in the near term but does not look to be a definitive game 
changer, i.e. potentially triggering a trend reversal below 1.10 and towards 1.05, the value 
prevailing at the beginning of 2025. Therefore, RR rates should rapidly return in favour of 
call options as soon as the conflict moves towards a conclusion.  

Current negative RR rates can be considered as an implicit gauge of market expectations 
regarding the duration of the Iran conflict, mostly between 1M and 3M – or even less when 
looking at current RR values. Consequently, fresh EUR-USD buying opportunities – both in 
the spot and in the option markets - would emerge if the Middle East conflict did not deepen 
further and ended sooner than investors are expecting. 
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Legal Notices 

Glossary 
Terms used in the report are available on our website: https://www.the-investment-institute.unicredit.eu/en/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 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 legal 
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: https://www.the-
investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures. 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 guarantees and assumes no responsibility. Interested parties must therefore conduct 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. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate 
strongly according to changes in exchange 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. In the 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 against a loss.  

E 25/1 

 

../../../Jan%202025/31-Jan-25/2_DRAFT%20VERSIONS/www.the-investment-institute.unicredit.eu
https://www.the-investment-institute.unicredit.eu/en/glossary
https://www.the-investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures
https://www.the-investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures

