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Market recap – markets fall as conflict drives oil sharply higher 

Global stock markets fell last week as the conflict in the Middle East intensified and pushed oil to its highest level in nearly two 

years. In sterling terms, the US S&P 500 index fell 1.4% and the Nasdaq 100 slipped 0.6%, with investors reacting to weaker 

US employment data and renewed inflation concerns. The FTSE 100 fell 5.7%, its worst week in almost a year, as energy-related 

inflation fears weighed heavily on UK shares. European markets were even weaker, with the MSCI Europe index (excluding the 
UK) down 7.1%, as higher energy prices and rising government borrowing costs dented confidence. Japan’s TOPIX fell 5.9% as 

higher oil prices posed a challenge for an energy-import-reliant economy, while the MSCI China index declined 2.9% amid 

concerns about slower domestic demand and the impact of higher global energy prices. Overall, the combination of geopolitical 

tensions and worries about inflation created a clear reduction in risk appetite among global investors. 

Geopolitics – oil supply fears rise after US‑Israeli strikes on Iran 

Geopolitics dominated market sentiment as coordinated US and Israeli strikes on Iran triggered retaliation from the Islamic 

republic and raised concerns about possible disruption to oil and gas shipments through the Strait of Hormuz. Investors focused 

on the risk that prolonged conflict could keep the oil price elevated, and delay expected interest rate cuts. For now, spare capacity 

from the oil-producing nations of OPEC+ and the option for major economies to release strategic reserves could provide important 

shock absorbers should disruption persist. 

Central banks – inflation worries slow talk of rate cuts 

Central banks continued to stress a data-driven approach as rising energy prices complicated the outlook for interest rates. In 

the US, the higher oil price contributed to uncertainty over when the Federal Reserve will feel comfortable cutting rates 
again. European policymakers also faced increased inflation pressure, with rising energy costs increasing expectations that 

the European Central Bank is likely to remain cautious. In the UK, weaker employment data and slower wage growth 

supported expectations for future rate cuts, but the conflict has added a new inflation risk that officials will monitor closely. 

Policymakers in Japan and China are expected to continue with measures to support their economies, aware that higher 

oil prices could add to pressures limiting growth. 

News – weak US payrolls and higher energy costs hit confidence 

The dominant market story was the combination of a sharp spike in the oil price and a disappointing US labour report. 
Payrolls fell and unemployment edged higher, raising concerns that the economy may be cooling, just as inflation pressures rise 

again. Technology shares also remained volatile, with investors questioning whether recent heavy investment in artificial 

intelligence can be sustained in a higher-cost environment. Despite the stock market pullback, many investors remain focused on 

long-term fundamentals and diversification rather than reacting to short-term swings. 
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Economic data – mixed signals as growth cools 

US economic data was mixed, with weaker jobs numbers contrasting with still-resilient business activity surveys. In Europe, 

German business confidence improved but French sentiment weakened, and inflation figures across the region were mixed. 

UK data showed slower job and wage growth, supporting the view that domestic inflation pressures are easing. China 
announced a lower 2026 growth target, with factory data showing a divide between large state-owned firms and smaller 

exporters. 

Commodities 

Oil surged above $90 last week, driven by the escalating conflict in the Middle East and fears of disruption to shipments through 

the Strait of Hormuz. The key question is whether the oil price will remain high. If it does, inflation could rise again, but OPEC+ 

members’ spare capacity and strategic reserves may provide relief. 
Gold moved above $5,120 as investors sought safety amid geopolitical tensions and weaker US labour data. 

Week ahead – what to watch 

US: Existing home sales (Tue), inflation (Wed), building permits (Thu), housing starts (Thu), core personal consumption 

expenditures (PCE) inflation (Fri), durable goods orders (Fri), fourth-quarter economic growth (Fri). 

UK: Economic growth for January (Fri). 

Europe: Germany’s trade balance (Tue). 

Asia: China – inflation (Mon), China – trade (Tue), Australia – consumer and business confidence surveys (Mon-Tue), Japan –

consumer confidence (Wed). 

 

 

 

 

 

Source: Marlborough Multi-Asset, Morningstar, BBC News, Financial Times, PIMCO, John Hancock, ESG Today, Trading Economics 

Risk Warnings                                                                                                                    
These are the views of the investment team at the time of writing and should not be construed as investment advice. The opinions expressed are correct 
at time of writing and may be subject to change. Capital is at risk. The value and income from investments can go down as well as up and are not 
guaranteed. An investor may get back significantly less than they invest. Past performance is not a reliable indicator of current or future performance and 
should not be the sole factor considered when selecting funds.  

This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to be taken as 
advice or a recommendation for any specific investment product, strategy, plan feature or other purpose in any jurisdiction, nor is it a commitment from 
Marlborough or any of its subsidiaries to participate in any of the transactions mentioned herein. Any examples used are generic, hypothetical and for 
illustration purposes only. This material does not contain sufficient information to support an investment decision and it should not be relied upon by you 
in evaluating the merits of investing in any securities or products. In addition, users should make an independent assessment of the legal, regulatory, 
tax, credit, and accounting implications and determine together with their own professional advisers if appropriate if any investment mentioned herein is 
believed to be suitable. Investors should ensure that they obtain all available relevant information before making any investment. Any forecasts, figures, 
opinions or investment techniques and strategies set out are for information purposes only, based on certain assumptions and current market conditions 
and are subject to change without prior notice. All information presented herein is considered to be accurate at the time of production, but no warranty of 
accuracy is given and no liability in respect of any error or omission is accepted. 
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sub funds. Directors: Raymond O’Neill (Irish), Dom Clarke (British), Brian Farrell (Irish), Danny Knight (British) and Martin Ratcliffe (British). Registered 
office: Registered Office: Marlborough ICAV 88 Harcourt Street Dublin 2, Ireland. The fund is registered and approved under section 65 of CISCA. South 
African investors must read this document with the latest Minimum Disclosure Document & General Investor Report. 
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