
  

                                                                                                                                                     

 
  

Middle East Conflict Intensifies 

• After U.S. bombings of nuclear sites in Iran, investors are patiently monitoring for further escalations.  

• Investor responses have been somewhat muted, but this could change quickly. 

• Typically, geopolitical events are short-term market events and staying invested is usually rewarded. 
 

With the U.S. bombing some of Iran’s nuclear sites over the weekend, uncertainty in the Middle East conflict is growing. 
Investors do not like uncertainty as it clouds economic outlooks and earnings forecasts. When futures markets opened 
on Sunday evening, U.S. equities were only modestly lower, and bonds were slightly higher. Commodities, such as gold 
and oil, were also positive but not signaling a crisis event. Initial investor reaction was measured as they wait to see if 
Iran retaliates and further escalates the conflict. 
 
While history doesn’t always repeat, sometimes it rhymes. Conflicts in the Middle East are unfortunately not a new 
phenomenon. What we typically see initially during times of war or conflict in the Middle East are rising oil prices, falling 
stock prices and a surge in safe haven buying in investments such as bonds and gold. The U.S. dollar also tends to do 
well in these scenarios. While no one knows what will happen this time, this investment picture seems reasonable. 
 
Iran has said its next move may be to close the Strait of Hormuz or attack U.S. interests abroad. If it does close the Strait 
of Hormuz, this would send oil prices higher. It is estimated that around 20% of global oil and liquified natural gas 
consumption passes through this strait daily. If the oil and gas can’t make it through this strait, supply will fall significantly 
and push up oil and gas prices. The good news is that many intelligence and commodity experts expect the strait to 
remain open, as much of the oil leaving it is Iranian oil headed to China. Pressure from the world’s two largest countries 
could reverse any closure. The strait is also used to import food to the Middle East. Closing the strait could also be seen 
as an act of war against neighboring countries in the region. The impact of a closure to the United States would be 
limited. Perhaps for these reasons, oil prices have been somewhat contained even with the threat of closure. A broader 
escalation of the conflict, however, could impact oil prices, so investors will be watching this closely. 
 
As we mentioned in our previous X post, geopolitical events tend to be short-lived in markets. For investors, this means 
they should stay focused on their long-term goals and objectives. Markets can be volatile as investors digest new 
information, but over the longer-term, markets tend to rebound quickly. Abandoning long-term objectives by getting out 
of the market after a sell-off and missing the rebound can set back investment goals.  
 
In these times of uncertainty, we stress diversification in portfolios. Diversification can help smooth returns by not having 
too much exposure to any one risk. Some stocks will likely outperform during a Middle East conflict and, like we 
mentioned before, bonds may also do well. We are not saying change your allocation to these sectors, but instead 
owning these sectors in proportions that align with your long-term goals could be prudent. Allocating to these sectors the 
past couple years when the Magnificent 7 were doing well caused portfolios to underperform domestic large cap indexes. 
However, comparing well diversified global portfolios to domestic large cap indexes such as the S&P 500 isn’t a good 
comparison. The S&P 500 isn’t even as diversified as you may think with the top 10 holdings making up close to 40% of 
the index. 
 
We continue to monitor global developments closely, but we also can’t ignore the other risks that were present before 
this conflict. Tariffs are creating a lot of uncertainty as well and have caused the Fed to be on a prolonged pause from 
lowering interest rates. The longer the Fed is on hold, the more it risks causing harm to the economy. The good news is 
that the labor market and economy seem resilient thus far and, if trade negotiations are resolved soon, the Fed may cut 
rates possibly resulting in an upside surprise for investors. While things can appear gloomy, there are silver linings that 
are often ignored. Patience, discipline, and perspective remain the best tools for navigating an increasingly complex 
world. Please consult your financial professional for guidance during these times. 
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  About Cetera® Investment Management 
Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®. Cetera Investment 
Management provides market perspectives, portfolio guidance, model management, and other investment advice to its affiliated broker-
dealers, dually registered broker-dealers and registered investment advisers. 

 
About Cetera Financial Group 
“Cetera Financial Group” refers to the network of independent retail firms encompassing, among others, Cetera Advisors LLC, Cetera 
Advisor Networks LLC, Cetera Investment Services LLC (marketed as Cetera Financial Institutions or Cetera Investors), and Cetera 
Financial Specialists LLC. All firms are members FINRA / SIPC. Located at 655 W. Broadway, 11th Floor, San Diego, CA 92101. 
 
About Avantax 
Avantax, Inc. (Avantax) is a wholly owned subsidiary of Aretec Group, Inc. (dba Cetera Holdings). Avantax is a unique community within 
Cetera Holdings, delivering tax-intelligent wealth management solutions for financial professionals, tax professionals, and CPA firms.  
 
Avantax operates two distinct, but related, models within its business: the independent Financial Professional model and the employee-
based model. The independent Financial Professional model, known as Avantax Wealth Management®, works with a nationwide network 
of Financial Professionals operating as independent contractors. Avantax Wealth Management offers its services through its registered 
broker-dealer, Avantax Investment Services, Inc., Member FINRA/SIPC, registered investment advisor (RIA), Avantax Advisory Services, 
Inc., and insurance agency subsidiaries. 
 
The employee-based model, known as Avantax Planning Partners℠, offers services through its RIA, insurance agency, and affiliated 
broker-dealer, Avantax Investment Services, Inc. Avantax Planning Partners collaborates with CPA firms to provide their consumer and 
small-business clients with holistic financial planning and advisory services. 
 
Avantax Investment Services, Inc. is located at 3200 Olympus Blvd, Suite 100, Dallas, TX, 75019. Avantax and Cetera Financial Group 
are under common ownership. For additional information, please visit www.avantax.com. 

 
Disclosures 
Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and receive transaction-
based compensation (commissions), Investment Adviser Representatives who offer only investment advisory services and receive fees 
based on assets, or both Registered Representatives and Investment Adviser Representatives, who can offer both types of services. 
 
The material contained in this document was authored by and is the property of Cetera Investment Management LLC. Cetera Investment 
Management provides investment management and advisory services to a number of programs sponsored by affiliated and non-affiliated 
registered investment advisers. Your registered representative or investment adviser representative is not registered with Cetera Investment 
Management and did not take part in the creation of this material. He or she may not be able to offer Cetera Investment Management 
portfolio management services. 
 
Nothing in this presentation should be construed as offering or disseminating specific investment, tax, or legal advice to any individual 
without the benefit of direct and specific consultation with an investment adviser representative authorized to offer Cetera Investment 
Management services. Information contained herein shall not constitute an offer or a solicitation of any services. Past performance is not 
a guarantee of future results. 
 
For more information about Cetera Investment Management, please reference the Cetera Investment Management LLC Form ADV 
disclosure brochure and the disclosure brochure for the registered investment adviser your adviser is registered with. Please consult with 
your adviser for his or her specific firm registrations and programs available. 
 
No independent analysis has been performed and the material should not be construed as investment advice. Investment decisions should 
not be based on this material since the information contained here is a singular update, and prudent investment decisions require the 
analysis of a much broader collection of facts and context. All information is believed to be from reliable sources; however, we make no 
representation as to its completeness or accuracy. The opinions expressed are as of the date published and may change without notice. 
Any forward-looking statements are based on assumptions, may not materialize, and are subject to revision. 
 
All economic and performance information is historical and not indicative of future results. The market indices discussed are not actively 
managed. Investors cannot directly invest in unmanaged indices. Please consult your financial advisor for more information. 
 
Additional risks are associated with international investing, such as currency fluctuations, political and economic instability, and differences 
in accounting standards. 

 
A diversified portfolio does not assure a profit or protect against loss in a declining market. 
 

Glossary 
 
The S&P 500 is an index of roughly 500 stocks chosen for market size, liquidity and industry grouping (among other factors) designed to be 
a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of large cap universe.  
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