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Market Event Update

Middle East Conflict, Oil Prices
& Market Volatility

The ongoing conflict involving Iran, the US and
Israel has added a new source of uncertainty to
global financial markets. Events in the Middle East
are always closely watched by investors, given the
region’s importance to global energy supply, and
the current conflict has already begun to affect
investor sentiment.

At present, the Strait of Hormuz supply channel is
effectively closed. This narrow shipping route is one
of the world’s most important energy corridors, and
disruption to traffic through the Strait has pushed
oil prices sharply higher.

Periods like this can understandably create anxiety

for investors. Market moves can be rapid, and
headlines can shift quickly as events unfold. While
the seriousness of the situation should not be
understated, it is also important to keep some
perspective. Financial markets have navigated
many geopolitical shocks in the past, and the initial
phase of volatility rarely tells the full story of how
markets ultimately respond.

Why the Strait of Hormuz matters

The Strait of Hormuz is one of the world’s most
important shipping corridors. A significant share of
global oil exports moves through this narrow
waterway each day, making it a critical route for
energy supply. With shipping traffic through the
Strait now effectively halted, markets have quickly
priced in the risk of supply disruption.

Because energy sits at the centre of the global
economy, movements in oil prices tend to transmit
rapidly into financial markets. Higher energy costs
can ripple through the broader economy, affecting
transportation, manufacturing, and consumer
spending.

What this could mean for inflation
and the economy

Energy prices are one of the main channels
through which geopolitical events affect the global
economy.

If oil prices remain elevated for a sustained period,
higher fuel costs can feed through to
transportation, manufacturing and food prices.

This dynamic was evident following Russia’s
invasion of Ukraine in 2022, when energy and
agricultural supply disruptions pushed inflation
higher around the world.

Earlier episodes in the 1970s showed similar
patterns, with prolonged oil supply disruptions
contributing to higher inflation and weaker
economic growth.

The risk is also broader than oil alone. The Strait of
Hormuz is a critical route not just for crude exports,
but also for liquefied natural gas, with about one-
fifth of global LNG trade passing through the Strait,
largely from Qatar. Natural gas is a key input in
nitrogen fertiliser production, which means a
prolonged disruption could also place upward
pressure on fertiliser and, over time, food costs.

The ultimate economic impact will depend largely
on how long energy prices remain elevated.

Market reaction so far

Global markets initially reacted in a relatively
measured way to the early stages of the conflict.
However, as oil prices rose and the disruption to
shipping became clearer, selling pressure
intensified across Australia, Asia and Europe.

Overnight, sentiment improved. US markets
recovered from early losses, volatility eased, and
Australion share futures pointed to a sharp
rebound at the open. The improvement appeared
to reflect several factors, including oil pulling back
from its intraday highs, comments from President
Trump suggesting the conflict may end sooner
than feared, and indications that G7 countries
stand ready to support global energy supply if
required.

This remains an oil-led market. Brent crude briefly
surged toward US$120 a barrel as traders priced in
the risk of a prolonged supply shock. Prices have
since fallen sharply and are now trading just below
US$90 a barrel as immediate fears of a sustained
disruption have eased.

Bond markets have also responded. Higher oil
prices raise the risk that inflation may prove more
persistent than expected, complicating the outlook
for interest rates. As a result, government bond
yields have risen as markets reassess the path of
central bank interest rate decisions.

During episodes like this, markets often become
focused on a single dominant variable. At present,
that variable is oil prices.




The graphic below highlights how dependent global energy trade is on the Strait of Hormuz. A large
share of oil exported from Saudi Arabig, Irag, the UAE and other Gulf producers passes through this
route before reaching international markets.
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Importantly, most of these flows are destined for Asia. Countries such as Ching, India, Japan and South
Korea rely heavily on oil shipments that pass through the Strait, making their economies particularly
sensitive to disruptions in the region. By contrast, the US is far less exposed due to its domestic energy
production.




What the oil market is signalling

For markets, the key question is not simply how
high oil prices rise, but how long they remain
elevated.

Near-term oil prices initially spiked as traders
priced in immediate supply risks. However, prices
further out along the futures curve — which shows
the price the market expects oil to trade at in the
months and years ahead — remain noticeably
lower. This suggests markets currently expect
supply conditions to stabilise once tensions ease.

The economic impact of an oil shock depends
heavily on its duration. A temporary spike in energy
prices can usually be absorbed by the global
economy. A prolonged period of elevated oil prices
would be more problematic, placing pressure on
inflation, company earnings and household
spending.

Possible paths from here

Given the uncertainty surrounding the conflict, it is
helpful to think about a range of potential
outcomes. One possibility is that tensions remain
elevated but contained. In this scenario, oil prices
remain volatile, but energy supply ultimately
continues to flow, limiting the broader economic
impact.

A second scenadrio would involve further escalation,
keeping oil prices elevated for longer. This would
increase inflation pressures and weigh more
heavily on global economic growth.

The most severe outcome would involve a
sustained disruption to shipping through the Strait
of Hormuz. This remains a lower-probability
outcome, but would represent a more significant
supply shock to the global energy system.

At present, markets appear to be pricing conditions
somewhere between the first two scenarios, with
the most extreme outcome still considered a tail
risk.

What history tells us

Geopolitical events often trigger sharp short-term
market reactions. However, history shows that
markets recover relatively quickly from geopolitical
shocks.

The table below highlights how the US share
market has performed following the outbreak of
several major geopolitical conflicts over the past
seventy years. While markets often experience
volatility in the weeks immediately following these
events, the majority of episodes have been
followed by positive returns over the subsequent six
to twelve months.

Absolute S&P 500 Index Performance From Start of Conflict

Conflict (Start Date) Full Conflict +1mth +6mths +12mths
Suez Crisis (1956) 1.6% -3.9% 0.5% -8.1%
Six-Day War (1967) 3.6% 3.6% 9.4% 16.6%
Yom Kippur War (1973) 0.8% -3.7% -13.8% -38.4%
Iran-lraq War (1980) 180.0% 1.6% 5.7% -6.9%
Irag-Kuwait Invasion (1990) 6.8% -7.8% -0.6% 14.1%
Desert Storm (Gulf War) (1991) 12.5% 13.0% 19.1% 31.9%
Iraq Invasion (2003) 65.4% 2.2% 19.4% 29.0%
Israel-Hezbollah War (2006) 0.9% 0.8% 14.2% 25.7%
NATO-Libya Conflict (2011) -0.8% 2.2% -4.0% 12.6%
Crimea Annexation (2014) 0.9% 1.6% 9.2% 17.1%
Russia-Ukraine War (2022) & 6.1% -4.6% -5.9%
Israel-Hamas War (2023) 2 1.4% 21.7% 34.1%
US Captures Maduro (2026) ? 1.8% ? ?
Median 1.6% 7.5% 15.3%
Average 1.4% 6.3% 10.1%

Source: Finaeon. S&P 500 Total Return Index cumulative returns, daily in USD. Sampling of regional conflicts 1956-2026.

This pattern reflects the forward-looking nature of financial markets. Once investors become confident that
an event will not permanently impair global economic activity, attention typically returns to the underlying
drivers of markets such as earnings growth, interest rates and liquidity.

For long-term investors, this historical perspective is important. Short-term volatility during geopolitical crises
is common, but it has rarely altered the long-term trajectory of markets.




EOFY Preparation &
Updates

As we approach the end of the financial year, there are
several important updates and opportunities worth
noting to help ensure you are making the most of the
available strategies.

Latest Age Pension rate changes
(from 20 March 2026)

« Single: $1,200.90 per fortnight (approximately $31,223
per year)

« Couple (each): $905.20 per fortnight (approximately
$23,5635 per year)

o Couple (combined): $1,810.40 per
(approximately $47,070 per year)

fortnight

The government has announced that deeming rates will
rise from 20 March 2026. The lower deeming rate will
increase from 0.75% to 1.25% for financial assets under
$64,200 for singles, and $106,200 for couples combined.
The upper rate will increase from 2.75% to 3.25% for
financial assets over these amounts.

Super Contribution Limits

From 1 July 2026, the Government increased
superannuation contribution caps through indexation:

» Concessional contribution caps: from $30,000 pa to
$32,500 pa

» Non-Concessional contributions cap: from $120,000
pa to $130,000 pa

» General transfer balance cap: from $2m to $2.Im

Consider Personal Contributions

Before 30 June

Making personal concessional contributions before 30
June may provide valuable tax benefits. These
contributions may be tox deductible (subject to
eligibility) and can help boost retirement savings while
reducing taxable income.

Spouse Contributions and

Government Co-Contribution

If you earn less than $47,488 in the 2025-26 financial
year, are eligible and make a personal (after-tax)
contribution, you could receive a maximum of $500.

The government will contribute 50c for every $1 you
contribute up to a maximum of $500.

You may be able to claim an 18% a tax offset (up to
$540) each financial year by making $3,000 after-tax
spouse contribution. You can claim this offset when you
complete your end of year tax return. The spouse
contribution offset starts if your spouse earns less than
$37,000 a year.

Cybersecurity Awareness - Stay
Alert to Scams

Cyber scams are becoming more common, with
fraudsters using emails, SMS messages and phone
calls that appear to come from trusted
organisations such as banks, MyGov or the ATO.

Be cautious of unexpected messages asking you to
click links, open attachments or provide personal
information. Always verify requests involving money
or sensitive details by contacting the organisation
directly using official contact details.

Please note that we will never ask you to share
passwords or sensitive information by email. If you
are unsure about a message claiming to be from us,
contact our office to confirm before taking any
action.

Get Ready for EOFY

With the end of the financial year approaching, now
is a good time to review your finances and ensure
everything is in order before 30 June. This may
include reviewing super contributions, checking
eligibility for tax strategies, and confirming that your
financial arrangements still align with your goals.

If you have any questions or would like assistance
preparing for EOFY, please contact our team. We are
happy to help you review your options and make
sure you dre well positioned before the financial
year ends.

Contactuson 03 9589 8888 or
emailus@reliancewm.com.au
to set up an appointment today.
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OUR SERVICES

« Cash Flow « Estate Planning

« Capital Longevity * Personal + Business

* Investment Management  Insurance

« Aged Care Advice * Superannuation Advice

- Age Pension & Centrelink  * Retirement Planning
Benefits

If you require assistance with any of the above matters,
please reach out and our team will be happy to assist.

Contact us via 03 9589 8888 or book a review online
with an adviser on www.reliancewm.com.au

03 9589 8888

www.reliancewm.com.au

Email: Level 1 suite 102/541 Blackburn Rd
emailus@reliancewm.com.au Mount Waverley VIC 3149

DISCLAIMER: Financial Services are provided by Rocket Wealth Management Services Pty Ltd ABN 12 657 063 315 (CAR 1295530) as Corporate Auth. Representatives of
Adviser Services Pty Ltd ABN 19 143 426 108 AFSL 439452 General advice warning: This publication contains general information only. It does not take into account
your objectives, financial situation or needs. Please consider the appropriateness of the information in light of your personal circumstances
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