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This information is only intended for the client and should not be passed on to any other person.

This presentation is provided for information purposes only on the express understanding that the information contained herein will be regarded and treated as strictly confidential. It is not to be 

delivered, nor shall its contents be disclosed to anyone other than the entity to which it is being provided and its employees without the prior written consent of  KFH Capital Investment Company 

K.S.C.C. (“KFH Capital”). 

Moreover, it shall not be reproduced or used, in whole or in part, for any purpose other than for the consideration of the financing or transaction or services described herein, without the prior written 

consent of KFH Capital. The information contained in this presentation does not purport to be complete and is subject to change. This is a commercial communication. The presentation does not 

include a personal recommendation and does not constitute an offer, or the solicitation of an offer for the sale or purchase of any financial product, service, investment or security. 

Whilst every care has been taken in preparing this document, no member of KFH Capital gives any representation, warranty or undertaking and accepts no responsibility or liability as to the accuracy 

or completeness, timeliness or correctness of the information set out in this document. All views, opinions and estimates contained in this document may be changed after publication at any time 

without notice. Past performance is not indicative of future results. For the avoidance of doubt, our duties and responsibilities shall not include tax advisory, legal, regulatory accounting or other 

specialist or technical advice or services. You are to rely on your own independent appraisal of and investigations into all matters and things contemplated by this presentation. By accepting this 

presentation, you agree to be bound by the foregoing limitations. Kindly note that this presentation does not represent an offer of funding since any facility to be granted in terms of this presentation 

would be subject to KFH Capital obtaining the requisite internal and external approvals. 

This presentation is not intended for the use of retail clients and must not be acted on or relied on by persons who are retail clients. Any investment or investment activity to which this presentation 

relates is only available to persons other than retail clients and will be engaged in only with such persons. Persons into whose possession this presentation comes are required by KFH Capital to 

inform themselves about and to observe any such restrictions. 

© KFH Capital K.S.C.C. All rights reserved.

The views contained herein have been obtained from sources that Kuwait Finance House B.S.C. (c) (“KFH”) deems to be reliable but KFH makes no representation about the accuracy, 

completeness or timeliness of any information prepared by a third party and assumes no liability for the reliance thereon. The opinions and predictions expressed in the materials are subject to 

change without prior notice and has not been prepared by or with involvmenet of KFH; however, KFH does not indepentely verify or guarantee its accuracy or validity. Subject to any contrary 

provisions of applicable law, KFH and its affiliates, and their officers, directors, employees, agents, disclaim any express or implied warranty of reliability or accuracy and any responsibility arising in 

any way (including by reason or negligence) for errors or ommissions in the information or data provided. Any forecasts, figures, opinions or investment techniques and strategies set out are for 

information purposes only and derived from numerous sources, based on certain assumptions and current market conditions and are subject to change without prior notice. All information presented 

herein is 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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Please note the following in Bahrain.

The views contained herein have been obtained from sources that Kuwait Finance House B.S.C. (c) (“KFH”) deems to be reliable but KFH makes no representation about the 

accuracy, completeness or timeliness of any information prepared by a third party and assumes no liability for the reliance thereon. The opinions and predictions expressed in 

the materials are subject to change without prior notice and has not been prepared by or with involvement of KFH; however, KFH does not independently verify or guarantee its 

accuracy or validity. Subject to any contrary provisions of applicable law, KFH and its affiliates, and their officers, directors, employees, agents, disclaim any express or implied 

warranty of reliability or accuracy and any responsibility arising in any way (including by reason or negligence) for errors or omissions in the information or data provided. Any 

forecasts, figures, opinions or investment techniques and strategies set out are for information purposes only and derived from numerous sources, based on certain assumptions 

and current market conditions and are subject to change without prior notice. All information presented herein is 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.

IMPORTANT – If you are in any doubt about the contents of this document you should seek independent professional advice. KFH will not act and has not acted as your legal 

advisor to you in connection with this, and/or any related transaction and no reliance may be placed on KFH for advice or recommendations and/or solicitation of any sort. KFH is 

licensed as an Islamic Retail Bank by the Central Bank of Bahrain (“CBB”).

For additional information about KFH, please visit (www.bh.kfh.com)
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Capital Markets Insights

Market Analysis & Outlook

▪ US/Israel-Iran Conflict: Where are we now: As we write, we enter the 

fourth day of the conflict, the campaign has escalated further, with military 

installations across the region being targeted and, in some cases, civilian 

assets in Bahrain and the U.A.E. Energy infrastructure has also been 

impacted disrupting energy supply. Thus, what we are witnessing is a strong 

Iranian retaliation, initiation of partial disruption of the Strait of Hormuz 

leading to a potentially greater regional spillover.  

▪ Where do we go from here: There are potential upside risks, wherein, oil 

traffic disruption in the Straits of Hormuz impacting the energy supply chain 

as it is the primary transit route for nearly all the Gulf crude producers. To 

put things in numbers, approx. 20% of global oil seaborne trade passes 

through the Strait, whilst over 30% of LNG exports - predominantly from 

Qatar and UAE, pass through it.

Note: KFH Capital does not provide political analysis or opinions on political 

strategy; the views above are a summary of our readings across various 

reliable public sources. 

▪ Implications for Capital Markets: The foremost is crude; the consensus 

outlook for Brent is USD 65-67 per barrel for 2026. However, under current 

circumstances, a premium of USD 5-10 per barrel is the consensus as the 

conflict drags on. There is potential risk of further downside as the situation 

unfolds in regard to the Strait of Hormuz.

▪ Fixed Income: Though the previous month witnessed compression in bond 

yields as investors move to a risk off mode, however, a prolonged conflict 

can result in a rise in bond yields as inflation fears augment along with 

deceleration in economic activity.
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▪ Precious Metals: Gold is likely to remain in strong uptrend as demand for 

safe havens during geopolitical uncertainty increases. Fitch estimates 5-10% 

upside in prices. 

▪ Equities: In the case of global equities, one can expect increased volatility 

and markets to remain range bound on a short-term basis with significant 

downside risks. Fitch estimates 5-10%  correction driven by uncertainty. 

▪ Monetary Policy: As the impact of current energy supply shock is absorbed, 

inflation is likely to remain elevated. Thus, central bank strategy will be to 

pause the rate cutting cycle and asses incoming data.

In a scenario wherein the conflict drags on and there is further rise in 

commodities, then inflation risks kick in which can result in further upside in 

precious metals, downside risks increase significantly for equities.

Market Analysis & Outlook

KFH Private Wealth Insight – Chart of the Month

▪ What happens to Capital Markets in geopolitical events: It is quite 

normal for equity markets to display volatility during periods of geopolitical 

uncertainty. However, economic data can be mixed, and, as post Covid 

markets demonstrated, they reacted quickly and recovered faster. The key 

point is that there are a multitude of factors that impact capital markets. 

Disclaimer: KFH Private Wealth does not offer any special geopolitical insight, 

commentary, or opinion on the current situation; kindly refer to reliable news sources for 

the same. Being a fiduciary custodian of client assets, we focus on preserving capital by 

focusing on markets and presenting our brief analysis of historical market reactions to 

global geopolitical events. 



The Gain / Loss in the S&P 500 during Geopolitical Events …

Source: Marko Papic’s book Geopolitical alpha

What happens to Capital Markets in geopolitical events
It is quite normal for equity markets to display volatility during periods of geopolitical uncertainty. 

However, data indicates that markets recover in the long term
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The VIX Index is up 64% on YTD basis:

▪ VIX Index which is a leading indicator of expected volatility in 

the market has risen to 25 from the previous year end level of 

15 suggesting increased market volatility in coming days. 

Thus, expectations are markets to remain volatile and range 

bound on a short-term basis.

▪ For the month of February US Equities remained range 

bound as it lacked fundamental triggers. The S&P 500 Index 

closed with a loss of 0.87% on a monthly basis. The Nasdaq 

100 also closed in the red. It was predominantly driven by the 

tech sector; the S&P Software Index was down 9% on a 

month-on-month basis.

▪ The MSCI Europe Index recorded a gain of 7.85% on monthly 

basis, while the MSCI Emerging market Index was up 5.41% 

during the same period.   

In the GCC KSA declined on monthly basis

▪ With the regional conflict in full swing GCC equities witness 

selling pressure. Major indices have recorded losses since 

the beginning of March. 

▪ Investors are likely to be in risk-off mode as they discount the 

impact of the conflict on energy infrastructure, energy supply 

chain and impact of the non-oil sector on regional GDP.

Equity Markets Update
In February, Global Equities were mixed with the European and Emerging Market equities 

outperforming US Equities

Source: Refinitiv; *Index Closing as of February 28, 2026

Global Equity Markets Performance – Month to Date (MTD)

Global Equity Markets Performance – Year to Date (YTD)*
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US Treasury Yield Curve (%) US Mid-Swaps Yield (%) 

Global Benchmark Yields
The US Treasury yield curve flattens as long & short-tenor yields compress

▪ The 10Y US Treasury yield closed the month at 3.962% a decline of 28bps 

over previous month, whilst the 30Y yields were also down by 24bps closing 

at 4.633%. At the shorter end, the 2Y closed at 3.379% down 15bps while the 

decline in yields of the 5Y was in line with the 10Y of 28bps as it closed at 

3.509%.  

▪ The decline was primarily due to demand for safe assets (Treasuries) amid 

increased market volatility in risk assets (equities) and the incoming soft 

inflation prints.    

30Y-5Y Spread (bps) 

3.496

4.173

3.806

111.9

Source: Refinitiv, Year-to-Date (YTD) as of February 28, 2026
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Real GDP Growth (%) - Global Real GDP Growth (%) – MENA Region

Macroeconomic Overview
Global GDP growth momentum remains strong; however increased market volatility amid the 

geopolitical events can result in the growth momentum losing steam

▪ In the case of MENA region, though growth is expected to be 3.9% for 2026, 

one can expect sharp revisions in the GDP growth numbers after the onset of 

the recent military campaign in the region. 

▪ Current growth rates are based on increased crude oil production coupled 

with a buoyant non-oil sector. In the case of oil sector, supply chain risks are 

likely to impact the sector momentum. There are potential upside risks if there 

is a larger regional spillover. As we write there have been attacks on key 

energy infrastructure in Saudi Arabia and Qatar.

▪ Moreover, there have been reports of disruption in the Strait of Hormuz 

a key energy supply chain route. The Strait is the primary export route 

for nearly all the gulf producers. A partial closure of the strait can impact 

the sale of volumes for oil exporting nations. Budget revenues can be 

impacted given the decline in volumes as prices remain elevated. 

▪ There has been disruption in transport services (airports) impacting the 

non-oil sector (tourism) in particular the UAE and Saudi Arabia; weak 

consumer sentiments can result decline in domestic consumption.

Source: Fitch Solutions, f=forecasted, e=expected 
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Consumer Price Index (CPI)

Consumer Price Inflation & Central Banks’ Rates Monitor
The recent developments in the Middle-East region complicates the monetary policy outlook; 

furthermore, the impact of higher commodity prices will also influence the disinflation process 

Central Banks Rates

▪ The January inflation prints have been encouraging; Europe recorded 1.7% as 

annual inflation for the month of January which is within the European Central Bank 

(ECB) target of 2.0%. This explains the ECB announcement of rates to remain 

unchanged in the February 2026 meeting. 

▪ With major central banks scheduled to meet during the month of March 2026, we do 

not foresee any changes to the current rates as macroeconomic data does not 

warrant rate cuts. Moreover, central banks are likely to take a ‘wait and watch’ 

approach as the reginal conflict escalates. 

▪ The other factor under consideration is the rise in key energy commodities which can 

lead to elevated inflation levels. As we write, energy commodities have already 

recorded price gains over 5% in one day. 

Economic Calendar 

Mar 03: Turkey CPI Data

Mar 03: Eurozone CPI data

Mar 06: Non-Farm Payroll -  US (Employment)

Mar 11: Consumer Price Inflation -  US 

Mar 12: Central Bank of Republic of Turkey

Mar 18: US Fed Meeting

Mar 19: European Central Bank  - Meeting

Mar 19: Bank of England (BOE) - Meeting

Mar 19: Bank of Japan – Meeting

Mar 25: Consumer Price Inflation - UK 

Source: Refinitiv; CPI: Consumer Price Inflation; *for the month of February 2026; 
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▪ As the conflict in the Middle East advances, Brent Crude has crossed the USD 

80 mark as it trades at USD 84.14 per barrel as write. The Year-to-Date 

average price as of end of February stood at USD 67 per barrel.  When 

compared to current price  the brent is already up 25.6% 

▪ The scenario of excess supply coupled with weak demand continues to remain 

in place. As per Refinitiv data, the expected demand for crude in March is to be 

at 103.3 million barrels per day (mbpd), while supply is expected to be at 

105.66 mbpd resulting in excess supply.

▪ Gold records a new high as it trades at USD 5,308.2 per ounce which is 

22.72% gain on a YTD basis, driven by the conflict as investors are in a risk-off 

mode and prefer holding safe havens like gold. Silver prices are up 24.41% 

during the same period.

▪ Industrial metals maintain price gains on YTD basis driven by rising demand 

and supply concerns. Most of the industrial metals play a critical role in sectors 

like Artificial Intelligence, Clean Energy and Defense.

Commodities and Forex Overview
Commodity prices have risen in February driven by global uncertainty (precious metals & oil), 

increased investments (industrial metals)  

Oil & Gas Last MTD 3M YTD

NYMEX  (USD Per Barrel) 67.02 2.78% 14.27% 16.72%

Brent Crude (USD Per Barrel) 72.48 2.53% 14.43% 19.11%

DME Oman Crude  (USD Per Barrel) 72.80 7.98% 13.41% 18.51%

Natural Gas  (USD MMBTU) 2.86 -34.34% -37.28% -22.44%

LNG - ASIA (USD MMBTU) 11.40 -1.72% -2.23% 18.75%

Precious Metals Last MTD 3M YTD

Gold (USD Ozs) 5,230.50 10.96% 24.00% 20.92%

Silver (USD Ozs) 92.68 18.38% 64.20% 32.15%

Base Metals Last MTD 3M YTD

Aluminum  (USD/Tonne) 3,157.5 0.43% 10.09% 5.41%

Alu Alloy  (USD/Tonne) 2,579.0 2.79% 2.79% 2.79%

Copper  (USD/Tonne) 13,304.5 1.12% 18.91% 7.10%

Tin  (USD/Tonne) 54,434.0 4.77% 39.00% 34.22%

Zinc  (USD/Tonne) 3,378.5 -0.69% 10.57% 8.37%

Lead  (USD/Tonne) 1,984.0 -1.24% 0.18% -1.34%

Nickel  (USD/Tonne) 17,694.0 -1.45% 19.32% 6.30%

Rolled Steel (CNY/Tonne) 3,022.9 -1.97% -2.04% -2.35%

Source: Refinitiv, YTD as of February 28, 2026

US Dollar Index is down 9.3% on a Year-on-Year basis 
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