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Weekly bulletin

Markets recoll
from Iran war

Key takeaways

Global stock markets retreated in the face of energy and inflation
fears emanating from the Iran war. UK government bonds also
took a hit as expectations of interest-rate cuts evaporated.

Oil price jumps, markets topple

The oil price surged over 20% in the first week of the US/Israel war with Iran. On
Sunday, it leapt past S$100 for the first time since July 2022.

Due to Iran’s Revolutionary Guard, the Strait of Hormuz, the world’s key supply channel
for the petrochemical, liquified natural gas and fertiliser industries, remains essentially
closed with tankers queuing up outside. This has resulted in key oil and gas producers
in the region trimming output even as their production infrastructure continues to be
targeted by Iranian drones.

In stock markets, it has been the energy-importing countries that have been hardest
hit. European stock markets were the biggest casualty last week, followed by
emerging markets and Japan. The UK stock market also took a major step down while
the US, which is self-sufficient for energy, outperformed and the dollar strengthened.

Casualty of war: UK monetary policy

Last week was the worst for UK government bonds (gilts) since the Liz Truss mini-
Budget of September 2022. Fears that the escalating war in Iran would unleash
another bout of inflation on the UK saw 10-year gilt yields rise to their highest since
October 2025 (meaning their prices fell).

In a matter of days, investor expectations of two UK rate cuts this year have been
replaced with the expectation that the Bank of England is now more likely to raise
interest rates this year. The rise in gilt yields last week was sufficient to erase any gains
in 2026 for longer maturity bonds (bond yields move in the opposite direction to bond
prices). This is a headache for the government. It now faces the prospect of increased
borrowing costs, which threaten to erode the Chancellor's £24bn of fiscal headroom’
announced last week.

Global logistics crisis brewing...

The closure of the Strait of Hormuz has jeopardised the global supply chains for
petroleum products, liquified natural gas (LNG), and fertilisers. Around a third of the
world’s trade in urea — a key component of nitrate fertilisers — passes through the
strait thanks to Iran’s status as a major supplier. Prices have jumped 25% and are set
to climb as fertiliser season in the northern hemisphere gets underway. This could
re-ignite food price inflation.

As Europe buys half its jet fuel from the Middle East, prices here also jumped

last week. An extended conflict could also see jet fuel reserves running low and
flights being grounded. This would cause travel disruption and add further inflation
pressures. In the US, gasoline prices at the pumps also jumped last week presenting

a genuine threat to the Trump White House with the mid-term elections approaching.
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Market moves

Global stock markets retreated in
the face of energy and inflation fears
arising from the US/Israel war on Iran,
with all major stock markets losing
ground.

Despite declining, US shares were
the top performers. European shares
were the biggest losers; they fell
over 7%, more than erasing their
gains for 2026.

UK government bonds (gilts) were
hard hit. Last week’s losses took
them into negative territory for 2026.
US government bonds (Treasuries)
also lost ground as did gold.

What to look out for this
week

The US data week includes core and
CPl inflation readings on Wednesday,
with balance of trade and jobless
numbers on Thursday. Friday brings
the PCE Index numbers — the Federal
Reserve’s primary inflation gauge.

The UK publishes retail sales figures
on Tuesday. Friday sees UK GDP and
trade data alongside industrial and
manufacturing production numbers.

German industrial production and
factory orders data feature on
Monday, followed by French and
German balance of trade, exports
and imports data on Tuesday.
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Important Information

Handelsbanken Wealth is a trading name of Handelsbanken Wealth & Asset Management Limited which is authorised and regulated

by the Financial Conduct Authority (FCA) in the conduct of investment and protection business, and is a wholly-owned subsidiary of
Handelsbanken plc. For further information on our investment services go to wealthandasset.handelsbanken.co.uk/important-information.
Tax advice which does not contain any investment element is not regulated by the FCA. Professional advice should be taken before any
course of action is pursued.

= Find out more about our services by contacting us on 01892 701803 or visiting our website: wealthandassethandelsbanken.co.uk

= Read about how our investment services are regulated, and other important information: wealthandasset.handelsbanken.co.uk/important-
information

= Learn more about wealth and investment concepts in our Learning Zone: wealthandasset.handelsbanken.co.uk/learning-zone/

= Understand more about the language and terminology used in the financial services industry and our own publications through our
Glossary of Terms: wealthandasset.handelsbanken.co.uk/glossary-of-terms/

All commentary and data is valid, to the best of our knowledge, at the time of publication. This document is not intended to be a definitive
analysis of financial or other markets and does not constitute any recommendation to buy, sell or otherwise trade in any of the investments
mentioned.

The value of any investment and income from it is not guaranteed and can fall as well as rise, so your
capital is at risk.

We manage our investment strategies in accordance with pre-defined risk objectives, which vary depending on the strategy’s risk profile.

Portfolios may include individual investments in structured products, foreign currencies and funds (including funds not regulated by the
FCA) which may individually have a relatively high risk profile. The portfolios may specifically include hedge funds, property funds, private
equity funds and other funds which may have limited liquidity. Changes in exchange rates between currencies can cause investments of
income to go down or up.

This document has been issued by Handelsbanken Wealth. For Handelsbanken Multi Asset Funds, the Authorised Corporate Director is
Handelsbanken ACD Limited, which is a wholly-owned subsidiary of Handelsbanken Wealth, and is authorised and regulated by the Financial
Conduct Authority (FCA). The Registrar and Depositary is The Bank of New York Mellon (International) Limited, which is authorised by the
Prudential Regulation Authority and regulated by the FCA. The Investment Manager is Handelsbanken Wealth, which is authorised and
regulated by the FCA.

Before investing in a Handelsbanken Multi Asset Fund you should read the Key Investor Information Document (KIID) as it contains
important information regarding the fund including charges and specific risk warnings. The Prospectus, Key Investor Information Document,
current prices and latest report and accounts are available from the following website: wealthandasset.handelsbanken.co.uk/fund-
information/fund-information/, or you can request these from Handelsbanken Wealth or Handelsbanken ACD Limited: 25 Basinghall Street,
London EC2V 5HA or by telephone on +44 01892 701803.

Registered Head Office: 25 Basinghall Street, London EC2V 5HA. Registered in England No: 4132340
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