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War-driven equity divergence may not persist

31 March 2026

The Iran war has trigdered global equity losses, yet the US market has
proved more resilient. Its energy-independent, services-oriented economy
has cushioned the blow. Still, the current divergence is not assured: a
de-escalation could weaken the dollar’s safe-haven support and create scope
for international markets, particularly EMs, to regain ground.

MARKETS UNDER STRESS: US EQUITIES PROVE MORE RESILIENT, GLOBAL PEERS LAG
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THE CONTEXT

Since the onset of US-Israeli strikes on Iran in late February, equity losses have been broad-based — but far from
uniform. US equities have fallen less than their global peers, supported by the country’s lower exposure to imported
enerqgy, a large tech sector less sensitive to commodity shocks and a stronger US dollar. However, this resilience is
relative: US markets are still down more than other regions year-to-date, and the durability of the diverdence hinges
on the war’s duration.
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THE DATA

Our chart compares the performance of key equity indices around the outbreak of the Iran war:
MSCI USA, MSCI World and MSCI World ex-US. In the weeks before the US-Israel strike on Iran,
US equities had lost momentum relative to global peers, with the MSCI USA slipping below
both the MSCI World and the MSCI World ex-US as leadership rotated towards Asia-Pacific and
EM. That pattern persisted until the conflict erupted on 27 February, when the performance
dynamics flipped. The initial shock hit Europe and Asia harder, driving the MSCI World ex-US
more than 10% lower by the end of March, while the MSCI USA — though also declining —
proved more resilient (declining around 7%).

OUR VIEW

The performance gap reflects a shock-specific pattern: an energy-centric crisis weighs more on
industrial, energy-dependent redions, whereas the US benefits from relative energy
independence and a services-heavy economy. A stronder USD has amplified this divergence.

Recent diplomatic signals have modestly improved ceasefire prospects, but a durable
agreement between the United States (and Israel) on one side and Iran on the other still
appears unlikely in the near term. Nevertheless, in a de-escalation scenario, the dollar’s
safe-haven premium could begin to unwind. This would weaken a key pillar of recent US equity
resilience and allow performance to rotate back towards global peers. Regions with improving
earnings momentum and more attractive valuations could regain leadership faster than
current pricing implies — which underpins our constructive stance on EMs. Despite the current
bout of risk aversion, many EM economies entered this period from a position of relative
strength, characterised by stronger external balances, healthier real rates and improving
earnings trends. If deopolitical tensions stabilise, the medium-term EM case remains
compelling.

In essence, the US may continue to outperform in a drawn-out, energy-focused conflict, while
a de-escalation would likely reassert the pre-war narrative: a moderating USD, broader market
leadership and renewed investor appetite for attractively valued international and EM equities.
This reinforces the case for globally diversified allocations.

OTHER THINGS TO NOTE

USD likely to remain on bid ahead of the Easter break

The FX market is set to remain under pressure in the days leading up to Easter. The Iran
conflict is widening, with Houthi forces in Yemen becoming increasingly involved, while US
President Donald Trump may deploy more troops to the region despite negotiations
between the US and Iran apparently remaining in place. Investor hopes that the conflict
might end soon are starting to look like wishful thinking. Global risk aversion might remain
high for an extended period, amid weak stocks, high oil prices and a stronger USD. EUR-USD
has already broken below 1.15, moving close to key support levels at 1.1450 and 1.14.
USD-JPY re-tested 160, yet Japanese authorities remained limited to verbal intervention,
with no concrete action from the BoJ. This picture has not changed too much even after US
press reported that Mr. Trump told aides he is willing to end the US military campaign again
Iran even if the Strait of Hormuz remains lardely closed. On the macro front, the two key
events this week are eurozone CPI estimates today, which may offer EUR-USD at most a
floor, and the US jobs report on Friday, when several financial markets are closed for Good
Friday. The month and the quarter also end today, which might favour additional position
paring in a period already characterised by light activity and thin volumes ahead of the
Easter break. (R. Mialich)
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Eurozone inflation to accelerate in March due to Middle East conflict

We expect eurozone inflation for March to jump to 2.6% yoy from 1.9%, reaching its
highest level since July 2024. Soaring energy prices have almost certainly accounted for
the bulk of the acceleration as they have probably added 0.6pp to the headline inflation
rate. Core inflation likely rose as well, to 2.6% yoy from 2.4%, mainly reflecting the
earlier timing of Easter than last year. If this is confirmed, core inflation should adjust
lower in April. Food inflation probably eased due to a base effect on unprocessed food
items.

TODAY'’S DATA RELEASES

Time (CET) Country Data Period UniCredit Consensus Previous
11:00 4 Consumer price index, CPI (% yoy) Mar 2.6 2.6 1.9
11:00 €z Core CPI (% yoy) Mar 2.6 2.4 2.4
16:00 us JOLTS job openings (thousands) Feb 7,000 6,895 6,946

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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