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Recent geopolitical developments involving the United States, Israel, and Iran have led to heightened 
volatility across global financial markets. While the escalation has increased near-term uncertainty, 
particularly around energy prices and inflation expectations, such events historically create temporary 
market disruptions rather than structural shifts in long-term economic trajectories. Iran remains a 
significant global commodity producer, and any prolonged tensions may influence short-term supply 
dynamics and market sentiment. However, as seen across past geopolitical episodes, markets typically 
adjust quickly as fundamentals reassert themselves. Until greater clarity emerges on the evolving 
situation, volatility may persist in the near term, but long-term growth drivers and corporate earnings 
trajectories remain intact. 

History provides an important perspective on how markets respond to geopolitical shocks. Equity 
markets have consistently demonstrated resilience in the face of global conflicts and disruptions. Since 
1980, across 11 meaningful geopolitical events, the S&P 500 has declined by an average of 6.5%, with 
markets typically recovering within 16 trading days. These episodes highlight that while geopolitical 
events can trigger short-term drawdowns, they rarely alter long-term economic growth or earnings 
trajectories. 

 

 



 

A recent example of market behaviour during geopolitical stress can be observed during the Russia–
Ukraine conflict. When Russia invaded Ukraine on February 24, 2022, global markets reacted sharply as 
sanctions intensified and commodity prices surged. The S&P 500 fell more than 7% in the immediate 
aftermath as investors priced in higher inflation and economic uncertainty. However, the correction 
proved temporary. Within a month, the S&P 500 had rebounded to levels higher than those seen before 
the invasion, even as oil prices remained elevated above $100 per barrel. Indian markets displayed similar 
resilience. The Sensex declined nearly 8% in the initial weeks following the conflict but recovered swiftly 
and reached new highs near 60,000 within approximately 45 days. 

Historical data for Indian markets further reinforces this pattern. During major geopolitical events, the 
Sensex has witnessed an average decline of around 10%, with recovery taking approximately 38 trading 
days on average. This recurring trend demonstrates that markets initially react sharply to uncertainty, 
but as visibility improves and economic fundamentals reassert themselves, recovery tends to follow 
(Refer to Fig1). 

Fig1: Impact Of War On Market 

 

Source: AAA Research, Ace Equity. 

Ultimately, equity markets are driven by earnings growth, capital flows, and long-term economic 
fundamentals rather than prolonged geopolitical fear. While short-term volatility may persist as global 
developments evolve, structural growth drivers remain intact. For disciplined investors, such periods 
often present opportunities to accumulate high-quality businesses at more reasonable valuations and 
position portfolios for long-term wealth creation. 

At AlfAccurate Advisors, our investment approach remains anchored in identifying businesses with 
strong fundamentals, sustainable growth visibility, robust balance sheets, and competitive advantages 
that endure across economic cycles. Our focus on quality, longevity, and disciplined risk management 
enables portfolios to navigate periods of uncertainty while participating in long-term structural growth 
opportunities. Geopolitical events may influence near-term sentiment, but they do not diminish the long-
term compounding potential of fundamentally strong businesses. 

History shows that markets may fall on fear, but they rise on fundamentals. For long-term investors, 
patience, discipline, and focus on quality remain the most reliable drivers of sustainable wealth creation. 
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