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Event Start of sell-off
Duration of sell-off 
(trading days) Size of sell-off (%)

Duration to recover to 
prior level (trading days)

9/11 attacks 10/09/2001 5 -11.6 14

Iraq war 24/03/2003 6 -5.3 15

Ukraine conflict 10/03/2014 5 -2.0 12

Intervention in Syria 19/09/2014 19 -7.4 12

Russia/Ukraine War 10/02/2022 18 -9.1 15

Israel/Hamas War 12/10/2023 12 -5.9 7

US/Iran War 28/02/2026 - -0.7 -

Median (ex. US/Iran War) 2001-2023 6 -6 12

→	 The US-Iran conflict has continued for several weeks, 
with no clarity on how or when it will end. While 
developments remain fluid, history suggests that the 
market impact is primarily tied to the duration of 
tensions. Our view is that this remains a geopolitical 
event rather than an economic one, with potential 
disruption likely measured in weeks, not months.

→	 Thus far, the impact of the conflict has been felt mainly 
through higher oil prices. Since the conflict began, Brent 
crude oil briefly surged to nearly USD 120 per barrel on 
9 March before easing back. This move echoes the 
experience of 2022, when Russia’s invasion of Ukraine 
kept oil prices above USD 100 per barrel for more than 
six months, contributing to high inflation, slower 
economic growth, and broad declines across both stock 
and bond markets.

→	 While we do not expect a similar scenario this time, it is 
important to map the impact of higher oil prices on 
Asian economies. Many of the regional countries are 

reliant on imported energy which leaves them exposed 
to rising costs, higher inflation, and a potential 
deterioration of current account balances. For Asian 
countries outside of China and India, headline inflation 
is estimated to rise by about 0.2 percentage points for 
every USD 10 per barrel increase in crude prices.

→	 From a policy perspective, governments are likely to 
step in to cushion the impact of elevated oil prices, 
including extending fuel subsidies or release supply 
from strategic petroleum reserves. Central banks are 
likely to treat this as a temporary supply-driven inflation 
shock but stand ready to respond should financial 
stability risks arise.

→	 Historically, markets recover from geopolitical shocks 
relatively quickly unless the conflict becomes prolonged 
enough to affect economic fundamentals. Since 2001, 
the median duration for the S&P 500 index to recover to 
its prior level. (Figure 1). 

Riding out the geopolitical shock
While there are concerns about heightened volatility arising from the Middle East conflict, 
history shows that drawdowns from geopolitical shocks are typically short lived.

	 Investors should maintain a well-diversified portfolio and avoid concentration risk during periods of heightened 
geopolitical tension. For investors with higher risk appetite, look to accumulate quality assets on weakness. 

What you can do

Source: FactSet, Deutsche Bank, Standard & Poor’s, J.P. Morgan Asset Management.

Figure 1:

S&P 500 drawdown around geopolitical events
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Forecast

Real GDP growthGDP growth target

→	 With no broad policy measures announced to reverse 
weakness in the property market, policymakers are 
indicating a preference for stabilisation over reflation.

→	 For investors, the shift away from real estate towards 
domestic demand and technology suggests evolving 
growth drivers. While last year’s technology‑led rally 
was broad‑based, opportunities ahead are likely to be 
more selective, particularly in AI, semiconductors, and 
quantum computing, where policy support may create 
longer‑term opportunities.

→	 In our view, offshore and onshore Chinese stocks  
can play complementary roles in portfolios. Offshore 
markets provide exposure to policy beneficiaries,  
while onshore stocks offer stable dividends, attractive 
valuations, and access to the domestic economy.  
A balanced approach may help capture opportunities 
while maintaining diversification.

→	 China’s annual National People’s Congress (NPC)  
took place last month, where policymakers outlined 
priorities for the year ahead. Officials lowered the GDP 
growth target to 4.5%–5%, from “around 5%” in 2025 
(Figure 2), signalling a willingness to accept slower 
growth in favour of structural reforms and higher 
quality, more sustainable development.

→	 While monetary and fiscal policies remain key 
supports, policymakers are placing greater emphasis 
on boosting domestic demand and technological 
innovation. The government plans to issue CNY 
250 billion in ultra‑long‑term bonds to fund trade‑in 
programmes for household goods, alongside measures 
to support household incomes, including higher 
minimum pensions. Investment in innovation is also 
being stepped up through new AI initiatives across 
aerospace, biopharmaceuticals, and quantum 
technology, in line with plans to lift annual R&D 
spending growth to 7% and ease regulations for 
private technology firms.

	 China continues to offer attractive investment opportunities despite a lower growth target. Particular areas  
to focus on are Chinese dividend-paying stocks and technology companies that benefit from government 
policy support.

What you can do

China’s focus on quality growth
At the recent annual session of China’s National People’s Congress (NPC), policymakers 
lowered the official growth target, highlighting a shift toward prioritising structural quality 
over the speed of growth.

Figure 2:

China’s annual real GDP and GDP growth targets 
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Source: Bloomberg, J.P. Morgan Asset Management. Due to the pandemic, no GDP growth target was announced for 2020. The GDP growth target for 2026 was set 
at 4.5–5.0%. GDP forecasts for 2026–2028 reflect Bloomberg consensus estimates. Data reflect most recently available as of March 6, 2026.
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TOPIC 2: TOPIC 3: 

MSCI AC Asia Pacific
Top 10 soft techTop 10 hard tech

→	 At the start of the year, performance within the 
technology sector began to diverge, with hardware 
outperforming software. This reflects growing investor 
caution over the durability of software growth, as well  
as questions about how rapid advances in AI may be 
changing traditional software business models.

→	 Information technology services and traditional software 
stocks sold off as investors worried that rapid advances 
in AI could undermine established software business 
models. More recently, comments from AI providers 
suggested that these tools are unlikely to fully replace 
incumbent software, leading to a rebound in software 
stocks. Even so, software stocks remain lower year‑to‑ 
date, underscoring ongoing uncertainty. This has been 
reflected in lower valuations, with investors now paying 
less for each dollar of software revenue (Figure 3a).

→	 Despite the ongoing uncertainty around software, 
opportunities still exist among companies with strong 

fundamentals, clear catalysts, and improving earnings 
momentum. Companies that deliver reliable, 
mission‑critical services and consistently support 
customers are better positioned to adapt. In this 
context, the long‑term value of software‑as‑a‑service 
lies less in writing code and more in running essential 
systems dependably and at scale.

→	 We believe markets will ultimately favour companies 
that can demonstrate clear and sustainable 
monetisation from AI. In the near term, however, 
hardware companies appear better positioned to 
benefit from AI-related demand. Hardware stocks have 
attracted investor attention, supported by clearer and 
more immediate growth drivers such as the ongoing 
investment in AI infrastructure (Figure 3b).

→	 We continue to prefer technology hardware stocks, 
particularly in Asia, where manufacturers and supply 
chains are more directly linked to ongoing investments 
in AI infrastructure.

	 Participate in the AI theme by focusing on companies monetising demand, particularly those in the hardware 
segment, and broaden exposure beyond the US to China and Asia’s AI supply chain.

What you can do

AI reshapes tech leadership
Diverging performance between hardware and software companies highlight shifting 
expectations, as investors look for a clearer path to monetisation, resilient earnings, and 
tangible benefits from AI adoption.

Source: (LHS) Factset (RHS) Factset, SEMI, SIA, J.P. Morgan Asset Management. Hardware includes electronic equipment instruments & components, communications 
equipment, semiconductors & semiconductor equipment and technology hardware storage & peripherals. Software include IT services, software, interactive media & 
services and broadline retail. Based on MSCI AC Asia Pacific index and GICS classification.
Note: Enterprise value to sales (EV/Sales) measures how much investors are paying for each dollar of a company’s revenue by comparing its total firm value (including 
debt and cash) to its sales.

Figure 3b:

Performance by Asian  
technology companies 
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Figure 3a:

S&P 500 software index  
Enterprise Value (EV) to Sales
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IMPORTANT NOTICE AND DISCLAIMERS:

The information contained in this publication is given on a general basis without obligation and is strictly for information purposes only. 
This publication is not intended to be, and should not be regarded as, an offer, recommendation, solicitation or advice to buy or sell any 
investment or insurance product and shall not be transmitted, disclosed, copied or relied upon by any person for whatever purpose. Any 
description of investment or insurance products, if any, is qualified in its entirety by the terms and conditions of the investment or insurance 
product and if applicable, the prospectus or constituting document of the investment or insurance product. Nothing in this publication 
constitutes accounting, legal, regulatory, tax, financial or other advice. If in doubt, you should consult your own professional advisers 
about issues discussed herein.

The information contained in this publication, including any data, projections and underlying assumptions, are based on certain 
assumptions, management forecasts and analysis of known information and reflects prevailing conditions as of the date of the publication, 
all of which are subject to change at any time without notice. Although every reasonable care has been taken to ensure the accuracy and 
objectivity of the information contained in this publication, United Overseas Bank Limited (“UOB”) and its employees make no representation 
or warranty of any kind, express, implied or statutory, and shall not be responsible or liable for its completeness or accuracy. As such, UOB 
and its employees accept no liability for any error, inaccuracy, omission or any consequence or any loss/damage howsoever suffered by 
any person, arising from any reliance by any person on the views expressed or information contained in this publication.

Any opinions, projections and other forward looking statements contained in this publication regarding future events or performance of, 
including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or results. 
The information herein has no regard to the specific objectives, financial situation and particular needs of any specific person. Investors 
may wish to seek advice from an independent financial advisor before investing in any investment or insurance product. Should you 
choose not to seek such advice, you should consider whether the investment or insurance product in question is suitable for you.
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Management and may not represent views of the source in its entirety. Such information is educational in nature, should not be construed 
as research or advice and is not tailored for any specific recipient’s objectives.
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