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Disclaimer

This report has been prepared and issued by Marmore MENA Intelligence Ltd (Marmore), a fully owned research subsidiary of Kuwait Financial
Centre “Markaz” K.P.S.C. Marmore is a private limited company registered with the Registrar of Companies in India.

This Report is owned by Marmore and is privileged and proprietary and is subject to copyrights. Sale of any copies of this Report is strictly
prohibited. This Report cannot be quoted without the prior written consent of Marmore. Any user after obtaining Marmore’s permission to use
this Report must clearly mention the source as “Marmore.” The Report is intended to be circulated for general information only and should not
to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular
trading strategy in any jurisdiction.

The information and statistical data herein have been obtained from sources we believe to be reliable, but no representation or warranty,
expressed or implied, is made that such information and data is accurate or complete, and therefore should not be relied upon as such.
Opinions, interpretations, estimates, and projections in this report constitute the current judgment of the author as of the date of this Report.
They do not necessarily reflect the opinion of Markaz or Marmore or other identified parties and are subject to change without prior notice.
Neither Marmore nor Markaz have an obligation to update, modify, or amend this report or to otherwise notify a reader thereof in the event
that any matter stated herein, or any opinion, projection, forecast, or estimate set forth herein, changes or subsequently becomes inaccurate,
or if research on the subject company is withdrawn.

This Report may not consider the specific investment objectives, financial situation, and the particular needs of any specific person who
may receive this report. Investors are urged to seek financial advice regarding the appropriateness of investing in any security or investment
strategy discussed or recommended in this report and to understand that statements regarding future prospects may not be realized. Investors
should note that income from such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Investors should be
able and willing to accept a total or partial loss of their investment. Accordingly, investors may receive back less than originally invested. Past
performance is not necessarily indicative of future performance.

Markaz may seek to do business, including investment banking deals, with companies covered in its research reports. Markaz may have
interests in the areas covered in this research report. Markaz, Markaz managed entities, its clients, or its employees may have from time to
time long or short positions in any security, derivative or other types of assets referred to in this research report. As a result, investors should
be aware that Markaz may have a conflict of interest that could affect the objectivity of this report.

This report may provide the addresses of or contain hyperlinks to websites. Except to the extent to which the report refers to website material
of Markaz and Marmore, Markaz has not reviewed the linked site and takes no responsibility for the content contained therein. Such address
or hyperlink (including addresses or hyperlinks to Markaz’s or Marmore’s own website material) is provided solely for your convenience and
information, and the content of the linked site does not in any way form part of this document. Accessing such website or following such link
through this report or Markaz’s or Marmore’s website shall be at your own risk.

For further information, please contact ‘Markaz’ at P.O. Box 23444, Safat 13095, Kuwait; Email: info@e-marmore.com; Tel: 00965 22248280;
Fax: 00965 22495741.

2 marmoremena.com


https://www.marmoremena.com/en/

Macro and Markets: GCC

Key Highlights

GCC markets broke their losing streak in June, with the S&P GCC index rising 3%
after four consecutive months of declines. Volatility remained on the higher side due
to the Iran-Israel conflict. Kuwait led gains with a 4.2% rise, followed by Dubai at
4.1%, while Saudi Arabia saw a modest 1.6% uptick.

The impact of Iran-Isreal conflict on the markets was short-lived, similar to many of
the past events of geopolitical tensions globally. GCC markets rebounded sharply —
rising by 2.9% on 24th June 2025—immediately after a ceasefire was announced
and extending the gains to 5.3% in five trading days after the announcement.

Geopolitical conflicts can generally be classified into two categories: (a) high-
frequency, low-impact events and (b) low-frequency, high-impact events. Most
conflicts fall into the first bucket. Market impact of these events in short lived because
investors look through these events and are reassured by the region’s underlying
economic resilience and institutional stability. However, this pattern need not persist
always.

Over the past decade, the MSCI GCC index outperformed the MSCI EM index by
an average of 1.47% annually; this figure rose to 5.22% over the past five years.
Although it is hard to isolate the alpha that can be attributed to such geopolitical
events, an educated guess is that that at least half of it—around 50% —can be linked
to the perceived risks.

While the S&P GCC index ended June 3% higher—breaking a streak of four consecutive
months of declines—the gains were not without turbulence. The Iran-Israel conflict injected a
dose of volatility, pushing both the region and markets to the brink. Kuwait’s All Share Index
led the rally with a 4.2% gain, lifting its year-to-date (YTD) return to nearly 15%. Dubai followed
closely, rising 4.1% in June, bringing its YTD gain to 11%. Saudi Arabia, the GCC’s largest
market, posted a more modest increase of 1.6%, which helped trim its YTD losses to 7.2%.
Meanwhile, oil prices surged 5.8% during the month, closing at USD 67.6/bbl.
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Why Don’t Geopolitics Rattle Markets?

If there is one constant source of concern for the GCC region, it is geopolitics. Surrounded
by hotspots plagued with persistent tensions and conflicts, the region is perpetually on alert.
A recent and telling example was the Iran-Israel conflict, which came closest to materially
impacting GCC markets.

. Maximum Drawdown
Start End Date Duration

Date (Ceasefire) (PEVE)] MSCI MSCI S&p S&p
World EM 500 GCC

Russia-Ukraine Conflict 24-02-2022 Ongoing 1,223 -15.1% -16.0% -15.8% -10.3%
Israel-Hamas Conflict 07-10-2023 24-11-2023 48 -58% -54% -59% -4.4%
Israel-Iran Conflict 12-06-2025 24-06-2025 12 -1.6% -21% -1.3% -2.8%

Source: LSEG; Note: First three months of Russia-Ukraine considered for drawdown as other events like Fed rate hikes followed shortly

Between 12th June 2025 and 24th June 2025, the GCC market, in line with global indices,
declined by 2.8%. Yet, history shows that the effects of such geopolitical events are often
short-lived, typically followed by a swift recovery. For instance, the GCC markets rebounded
sharply—rising by 2.9% on 24th June 2025 —immediately after a ceasefire was announced
and extending the gains to 5.3% in five trading days after the announcement.

Three key questions arise from this pattern:

Why is the
market impact
of geopolitical

tensions usually

short-lived?

How should
one price in a
geopolitical risk
premium for the
GCC?

Will this pattern
persist in the
future?

A
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Among these, the second question is
perhaps the most consequential.

To address the first, geopolitical conflicts can
generally be classified into two categories:
(@ high-frequency, low-impact events and
(b) low-frequency, high-impact events. Most
conflicts fall into the first bucket. The last truly
high-impact, low-frequency event was the
1973 Arab-Israeli conflict, which led to the oil
embargo—or even earlier, the devastation of
Hiroshima and Nagasaki. Since then, most
events have lacked escalation, remaining
confined and transitory. Once ceasefires are
brokered, markets quickly shift focus to the
next pressing issue—often monetary policy
developments like the Fed’s stance.

Moreover, GCC equity markets are largely
composed of companies in banking and
industrial sectors. These sectors are
typically insulated from the direct effects of
geopolitical turmoil, unless explicitly linked
to Défense. As a result, despite the initial
panic, investors often “look through” such
events, reassured by the region’s underlying
economic resilience and institutional stability.

Turning to the second issue—the outlook—
it’'s important to recognize a rising trend:
geopolitical conflicts are not just more
frequent but also more direct. In the past,
nations preferred symbolic gestures or proxy
confrontations. Now, they act more openly
and assertively. This has shifted geopolitics
from a largely theoretical concern to an
active, real-time driver of risk. Furthermore,
many of today’s so-called ceasefires are
merely temporary pauses. Research covering
200 historical conflicts shows that 80% of
ceasefire agreements eventually break down.

5

This suggests not only a higher likelihood of
recurring tensions but also greater potential
for protracted instability—Russia-Ukraine
being a prime example. So, will markets
remain resilient to such shocks in the future?
| believe not always.

This brings us to the third aspect: assigning
a geopolitical risk premium. This connects
the first two dimensions. Geopolitical stress
often pushes oil prices higher—as seen in the
recent Iran-Israel clash, where crude surged
from $66/bbl to $78/bbl in a matter of days.
Analysts from global investment banks even
projected a rise past $100/bbl in extreme
scenarios. For the GCC, higher oil prices
are generally beneficial —up to a point. Once
prices cross a certain threshold, say $100/
bbl, concerns shift to demand destruction
and inflationary pressures.

Additionally, geopolitical risk often manifests
through rising bond yields, driving up the
cost of borrowing. For the GCC—whose
currencies are pegged to the US dollar—
such shocks transmit quickly through interest
rate channels. The third and most intriguing
manifestation of geopolitical risk premium
is the excess return investors demand for
exposure to this volatile region. Over the past
decade, the MSCI GCC index outperformed
the MSCI EM index by an average of 1.47%
annually; this figure rose to 5.22% over the
past five years. How much of this alpha is
attributable to geopolitical risk? It’s difficult
to isolate, but | would estimate that at least
half of it—around 50% —can be linked to the
perceived risks surrounding the region.
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Appendix:

Market Performance

Returns
Equities
YTD-2025

Saudi Arabia 0.6% 1.6% -7.2%
Kuwait All Share 8.0% 4.4% 14.8%
Kuwait Premier Markets 4.8% 4.4% 17.2%
Qatar General Index -2.4% 2.7% 1.7%
Abu Dhabi -1.7% 2.8% 5.7%
Dubai 27.1% 4.1% 10.6%
Bahrain 0.7% 1.2% -2.1%
Oman 1.4% -1.3% -1.7%
S&P GCC Composite 2.0% 3.0% 0.3%

Source: LSEG Workspace

Commodities

Close Price YTD-2025
Oil - Brent ($/bbl.) 67.6 6.1% -9.2%
Natural Gas ($/mmbtu) 3.46 0.3% -4.9%
Gold ($/0z.) 3,303 0.4% 25.9%

Source: LSEG Workspace

Fixed Income

June 2025 2024-end
U.S. Treasury 10Y Sov. 4.2% 4.6%
Saudi Arabia 10Y Sov. 4.5% 5.2%
Abu Dhabi 10Y Sov. 4.2% 4.9%

Source: LSEG Workspace
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