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Our perspective and insight 

Markets in March: were defined by rapidly evolving geopolitical developments, with the escalation of 
conflict in the Middle East driving a sharp rise in oil prices and a decisive shift in sentiment. Investors 
were forced to reprice inflation and interest‑rate expectations, challenging the outlook for growth and 
triggering a broad move toward risk aversion. Equity markets fell sharply, while bond yields rose. The 
U.S. market weakened as higher yields, elevated energy prices and softer data weighed on growth 
stocks. Europe, Japan and emerging markets underperformed, reflecting their sensitivity to energy 
imports. Commodities were central, with oil surging and gold giving back earlier gains, while the U.S. 
dollar strengthened on safe‑haven and petro‑dollar flows. 

Key Theme - paths from a fragile ceasefire 

While a ceasefire has reduced immediate escalation risk, it has not resolved the underlying supply‑side 
vulnerability at the heart of the conflict. The Strait of Hormuz remains only partially functional, energy 
flows have not normalised, and reports suggest more than 800 vessels remain delayed or trapped. As 
a result, supply‑chain disruption is ongoing even as geopolitical risks appear to have eased. 

Crucially, markets are pricing resolution rather than stabilisation. Even a short disruption can ripple 
through energy, freight, fertilisers and industrial inputs with a lag, meaning economic impacts may 
continue to build even without re‑escalation. Against this backdrop, we see three broad paths forward, 
differentiated less by headlines and more by the duration of disruption. 

Short disruption – orderly normalisation. Disruption proves temporary and contained. Energy markets 
remain volatile but gradually normalise, limiting second‑round effects. Growth slows modestly and risk 
assets stabilise rather than trend lower. Equities regain footing, bond markets remain cautious, and 
gold consolidates as crisis hedging demand fades. 

Medium‑length disruption – repricing risk, not growth. Supply constraints persist long enough for 
higher costs to move through supply chains. Growth slows but does not break. Markets adopt a more 
defensive posture: equities remain volatile, credit spreads widen and diversification becomes 
increasingly important. 

Extended disruption – recessionary risk. Prolonged disruption shifts the narrative from inflation shock 
to demand destruction. Equity markets display recessionary dynamics, credit conditions tighten, and 
duration and high‑quality assets outperform while gold reasserts its role as a portfolio hedge. 

Our Portfolios: the Linara Multi-Asset portfolios gave back some recent outperformance but remain 
well ahead of benchmark over longer timeframes. Recent tailwinds quickly became headwinds such as 
currency hedging and Gold. The Linara Global Equity and Global Infrastructure portfolios both 
outperformed their benchmarks further building on their outperformance.  

How to Position: We believe that this is not a one‑way market. De‑escalation remains a viable path, 
but the lack of a full reopening of the Strait of Hormuz means the downside scenarios cannot be 
dismissed. Markets may be under‑pricing how quickly even short disruptions can cascade through 
supply chains. 

In this environment, resilience and flexibility matter more than precision. Portfolios should be 
positioned to participate in recovery assuming there is a sustained de-escalation, while remaining 
robust should disruption persist longer than markets currently assume. 
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Markets in March 

Markets were whipsawed by fast-moving 
geopolitical developments, while rising oil prices 
reignited inflation concerns and challenged the 
outlook for growth. Investors grappled with a sharp 
escalation in Middle East tensions, a surge in 
energy prices, and a rapid repricing of global 
interest rate expectations. 
 
Chart 1: March Asset Class Performance 

 
Equity markets fell sharply in March, with Europe 
and Asia leading the declines after strong gains 
earlier in the year. Energy was the clear standout as 
oil prices surged following supply disruptions, 
while most other sectors moved lower. The MSCI 
World Index declined 6.3% in U.S. dollar terms, its 
weakest monthly performance since 2022, while 
emerging markets were also hit hard amid currency 
pressures and energy import dependence. 
Government bond yields rose across major markets 
as investors reassessed the likelihood of rate cuts, 
with oil-driven inflation concerns triggering a broad 
sell-off in bonds. 
Chart 2: Selected Equity Markets Relative 
Performance (0 = 1 Jan 2026)  

The S&P500 declined 5.0% during the month, 
though losses were partially offset by a sharp rally 
on the final trading day. Higher bond yields, 
elevated energy prices, and softer economic data 
weighed on sentiment, with growth stocks 
continuing to lag. Energy was the only sector to 
post positive returns, while technology and 
consumer-oriented sectors were the weakest.  
 
European equity markets fell sharply as higher 
energy costs compounded existing growth 
concerns. The MSCI Europe ex UK Index declined 
8.2%, while UK equities were also 6.2% weaker as 
bond yields surged to levels not seen since 2008. 
Japanese equities retreated 12.7% after reaching 
record highs in February, as rising yields and 
external risks offset supportive domestic policy. 
The ASX 200 declined 6.9%, with higher energy 
prices, tighter financial conditions, and a second 
consecutive RBA rate hike weighing on domestic 
sentiment and business confidence. 
 
Commodities were a key driver of market 
outcomes. Brent crude surged as concerns grew 
around supply disruptions through the Strait of 
Hormuz, while gold gave back earlier gains as rising 
real yields outweighed safe-haven demand. The 
U.S. dollar strengthened notably on safe-haven 
flows and petro-dollar dynamics, pressuring most 
major currencies. Overall, March marked a decisive 
shift toward risk aversion, with markets increasingly 
sensitive to the combined risks of higher inflation 
and slowing growth. 
 

Key Themes 

Iranian - Three paths from a fragile ceasefire 
 
Markets are currently operating in an unusually 
binary environment. While the announcement of a 
ceasefire has reduced immediate escalation risk, it 
has not resolved the underlying supply‑side 
vulnerability at the heart of the conflict. The Strait 
of Hormuz remains only partially functional, energy 
flows have not normalised, and more than 800 
commercial vessels remain trapped or significantly 
delayed. As a result, supply‑chain disruption is 
ongoing, even if the most visible geopolitical risks 
appear to have eased. 
 
Importantly, markets are pricing a resolution, not a 
stabilisation. The distinction matters. Even a short 
disruption can propagate through energy, freight, 
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fertilisers and industrial inputs with a lag, meaning 
the economic impact may continue to build even if 
the conflict does not re‑escalate. Against this 
backdrop, we frame the outlook around three 
broad scenarios, differentiated less by what 
happens next than by how long disruption persists. 
 
Chart 3: Year-to-date Asset Class Moves 

 
 
Scenario 1: Short disruption 
 
In this scenario, the disruption proves temporary 
and contained. While energy markets remain 
volatile in the near term, supply gradually 
normalises and follow‑on effects remain 
manageable. Growth momentum slows only 
modestly, with the inflation impulse concentrated 
in energy and transport rather than cascading 
through wages or pricing behaviour. 
 
In this environment, risk assets stabilise rather than 
trend lower. Equities regain footing as earnings 
expectations remain broadly intact, while bond 
markets stay cautious. Gold consolidates as crisis 
hedging demand fades, though it retains support 
due to lingering geopolitical uncertainty. This 
outcome represents a bumpy adjustment rather 
than a regime change. 
 
Scenario 2: Medium-length disruption (2+ more 
months) 
 
A more prolonged disruption extending several 
months creates a different dynamic. Energy supply 
remains constrained long enough for higher costs 
to move through global supply chains, even 

without further escalation. The fact that hundreds 
of vessels are already delayed means freight, input 
availability and inventory management remain 
stressed well beyond the initial shock. 
 
Here, growth slows more visibly but does not 
break. Markets shift into a more defensive posture: 
equities do not recover lost ground quickly and 
remain sensitive to headlines, credit spreads 
widen, and volatility stays elevated. Central banks 
remain constrained by inflation, delaying policy 
easing, but recession is avoided. In this scenario, 
diversification matters; defensives, selective 
duration, commodities and gold regain relevance 
as portfolio stabilisers rather than crisis assets. 
 
Chart 4: RBA Rate Outlook Repriced Significantly 

 
 
Scenario 3: Extended disruption (3+ months) 
 
Prolonged supply disruption creates a shift from 
inflation shock to demand destruction. Higher 
prices undermine consumption and investment, 
forcing policymakers into reactive easing despite 
elevated inflation. 
 
Under this outcome, equity markets display 
recessionary dynamics, credit conditions tighten 
materially, and liquidity becomes more fragile. 
Duration and high‑quality assets outperform, while 
gold reasserts itself as a hedge against both policy 
uncertainty and systemic stress. The early phase 
would still favour the U.S. dollar, but aggressive 
policy easing would ultimately weaken it. 
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Chart 5: Oil Futures Pricing a Gradual Reversion 

 
 

How to Position  
 
We believe that this is not a one‑way market. 
De‑escalation remains a viable path, but the lack of 
a full reopening of the Strait of Hormuz means the 
downside scenarios cannot be dismissed. Markets 
may be under‑pricing how quickly even short 
disruptions can cascade through supply chains. 
 
In this environment, resilience and flexibility matter 
more than precision. Portfolios should be 
positioned to participate in recovery under benign 
outcomes, while remaining robust should 
disruption persist longer than markets currently 
assume. 

Defensive  

Bond markets have shifted from behaving as a 
traditional risk-off hedge to reflecting inflation and 
fiscal concerns. Despite heightened geopolitical 
risk, yields have moved higher as markets price out 
near-term policy easing and reassess the 
inflationary implications of elevated energy prices. 
The fragile ceasefire and continued disruption 
through the Strait of Hormuz mean that inflation 
risks remain skewed to the upside, particularly if 
supply bottlenecks persist. In this environment, 
higher yields have the potential to remain a 
headwind for risk assets, especially under medium 
or extended disruption scenarios where markets 
delay or abandon expectations for rate cuts. 
 
Within corporate bond markets, resilience remains 
evident in higher-quality investment grade, where 
balance sheets and pricing power provide some 
insulation. High yield is more vulnerable. Rising 
funding costs, higher energy inputs and pressure 

on margins increase default risk, particularly for 
lower-quality issuers. As such, we continue to 
favour strategies biased toward quality and 
structural protection. Within alternatives, we see 
value in approaches that can benefit from 
dispersion, capital structure seniority, or rising 
default opportunities should conditions 
deteriorate. 

Growth 

Australian equities have delivered reasonable 
performance year‑to‑date, supported by a solid 
reporting season and earnings resilience across 
banks and resources. However, stock‑level 
dispersion remains high, reinforcing our preference 
for active management. The stubborn inflation 
environment and hawkish RBA are creating a 
challenging environment, and we see gains from 
here as being more closely linked to geopolitical 
developments than domestic economic 
performance.  
 
In global equities, capital flows away from the U.S. 
have moderated but remain sensitive to energy 
dynamics and relative growth outcomes. Should 
disruption prove short‑lived, flows may stabilise or 
reverse, particularly toward markets that are net 
energy exporters. Conversely, prolonged 
uncertainty would favour defensives over cyclical or 
smaller‑capitalisation exposures. Across scenarios, 
we continue to favour long‑duration structural 
themes with strong investment backlogs. 
AI-related hardware, infrastructure and enabling 
technologies are less sensitive to short‑term energy 
shocks and remain supported by multi‑year capital 
expenditure commitments. 
 
Property and real assets continue to play a role in 
portfolio diversification, though higher yields are 
likely to weigh on valuations in the near term. We 
encourage clients to add commodity exposure to 
mitigate the risks that we are entering a 
stagflationary environment of higher inflation, 
lower growth and higher rates.  
 
Emerging markets present a more nuanced 
opportunity. Many of the tactical tailwinds that 
supported recent performance, lower yields, a 
weaker U.S. dollar, declining energy costs, have 
reversed. Near‑term pressure is likely to persist if 
disruption extends and global growth slows. 
However, longer‑term fundamentals, including 
demographics, domestic policy support and 
attractive valuations, remain intact in selected 
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markets, including China. We view further 
indiscriminate sell‑offs as potential entry points 
rather than a reason to reduce exposure. 
 
Finally, the outlook for the Australian dollar remains 
mixed. Australia’s status as an energy and 
commodity exporter can be supportive under 
higher commodity price scenarios, while a 
still‑hawkish RBA provides additional 
underpinning. Given competing global forces, we 
have retained currency hedging for now, with the 
expectation that clarity around energy supply and 
global growth would allow the AUD to recover over 
time. 

Luke Hansen 

Linara Investment Team 
 
9 April 2026 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This document has been prepared without consideration of any client's investment objectives, financial situation or needs. Before acting 
on any advice in this document, Linara Wealth Pty Limited AFS Licence No: 525093 (Linara Wealth) recommends that you obtain 
professional advice based on your personal circumstances. Whilst this document is based on the information from sources which are 
considered reliable, Linara Wealth, its directors and employees do not represent, warrant, or guarantee, expressly or impliedly, that the 
information is complete or accurate as at the date of publication. 
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Important Notice  

This document has been prepared without consideration of any persons’ 
investment objectives, financial situation, or needs. The document is for 
wholesale investors only and is general advice only. Before acting on any 
advice or information contained in this document, Linara Wealth Pty Ltd 
| AFS Licence No: 525093 (Linara Wealth) recommends that you obtain 
professional advice based on your personal circumstances. Whilst this 
document is based on the information from sources which are considered 
reliable, Linara Wealth, its directors, and employees, do not represent, 
warrant, or guarantee, expressly or impliedly, that the information is 
complete or accurate as at the date of publication. This document is not 
authorised for publication outside of Australia. 

This document has been prepared by Linara Wealth in good faith, but no 
independent verification has been made, nor is its accuracy or 
completeness guaranteed. Before making an investment decision, you 
need to consider whether this information is appropriate to your 
objectives, financial situation, or needs. Past performance is not a reliable 
indicator of future performance. 

Linara recommends that you consider the relevant Product Disclosure 
Statement or other disclosure document, where relevant, before making 
investment decisions in relation to any particular product mentioned in 
this report.  

Linara’s advisers may provide oral or written market commentary or 
trading strategies to clients that reflect opinions that are contrary to the 
opinions expressed in this report, and they may make investment 
recommendations that are inconsistent with the recommendations or 
views expressed in this report.  

Ownership and Conflicts of Interest  

Members of Linara’s Capital Solutions Group (CSG) may from time to 
time hold financial products that are the subject of a Linara research 
report or other material.  

The Linara Conflicts of Interest Policy sets out how Linara manages these 
conflicts. Where a holding is deemed to be material this will be disclosed 
in the client facing report.  

The Linara Group and associates, may have provided, provides, or seeks 
to provide advisory, capital markets and / or other services, to the issuers 
and their associates mentioned in this report.  

The Linara Group Conflicts of Interest Policy outlines how these conflicts 
are identified and managed.  

Our Process  

Further information about the methodology applied by Linara in 
preparing research reports is available on the Linara website.  

 

 

 

 

 

 

General Disclosures  

This report is not an offer to sell or the solicitation of an offer to buy any 
security in any jurisdiction where such an offer or solicitation would be 
illegal. The information contained in this report is subject to change 
without notice. The price and value of the investments referred to in this 
report and the income from them may fluctuate.  

So far as laws and regulatory requirements permit, Linara, its related 
companies, associated entities and any officer, employee, agent, adviser 
or contractor thereof (Linara Group) does not warrant or represent that 
the information, recommendations, opinions or conclusions contained in 
this report (Information) is accurate, reliable, complete or current and it 
should not be relied on as such. The Information is indicative and 
prepared for information purposes only and does not purport to contain 
all matters relevant to any particular investment or financial instrument. 
Subject to any terms implied by law and which cannot be excluded, the 
Linara Group shall not be liable for any errors, omissions, defects, or 
misrepresentations in this report (including by reasons of negligence, 
negligent misstatement or otherwise) or for any loss or damage (whether 
direct or indirect) suffered by persons who use or rely on the Information. 
If any law prohibits the exclusion of such liability, the Linara Group limits 
its liability to the re-supply of the Information, provided that such 
limitation is permitted by law and is fair and reasonable.  

Research Disclaimer  

The Information accurately reflects the personal views of the author(s) 
about the securities, issuers and other subject matters discussed, and is 
based upon sources reasonably believed to be reliable and accurate. The 
views of the author(s) do not necessarily reflect the views of Linara. No 
part of the compensation of the author(s) was, is, or will be, directly or 
indirectly, related to any specific recommendations or views expressed in 
this report.  

Other  

This report has been prepared for distribution only to clients of Linara 
(and potentially to clients of other financial advisers). It may not be 
reproduced or distributed without the consent of Linara. Please refer to 
the full details of the important disclosures, available in the Disclosures 
section of the Linara Group website 


