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Middle East Tensions Go from Boil to Simmer 

 

• Tensions with Iran have been rising but may be cooling now. 

• The situation is fluid and there are still risks that may impact your portfolio. 

• Focusing on what you can control, and diversifying risk factors is prudent. 
 
Financial markets are once again shaking off rising tensions in the Middle East. After months of provocations 
against the U.S. and American allies by Iran, the U.S. responded with a drone strike killing a high-ranking 
Iranian general in Iraq last week. Thousands of Iranians took to the street to show support for their fallen 
general, which in scale was second only to the funeral in 1989 of Ayatollah Khomeini, the founder of the Islamic 
revolution. Iran vowed retaliation against the U.S., which had market participants around the world watching 
very closely. President Trump tweeted an attack on U.S. interests would be met with disproportional force, 
which could involve taking out Iran’s main source of revenue, their oil-producing capabilities. 
 
Iran’s response ended up being missile attacks near U.S. bases, resulting in little damage and no harm to 
soldiers. The response seemed more symbolic than punitive, which allowed President Trump to de-escalate 
the situation. Stock futures were trading down more than 1% overnight and oil was up over 4%, but after the 
reports of damage or lack thereof came in, stock futures turned positive and oil gains receded. The tech-heavy 
NASDAQ opened the day hitting record levels. 
 
Stock market volatility has been relatively low for a while and nothing can seem to rattle the market. The S&P 
500 has not closed with a decline of 1% or more in three months. This begs the question, should investors be 
more worried about the U.S.-Iran developments? Geopolitical events such as this do tend to be short-lived. 
Markets tend to recover quickly after events. Perhaps market participants are becoming keener to the short-
term nature of events, but there can be longer-term implications. A U.S. attack on Iranian oil refineries, 
retaliatory attack on U.S. ally oil refineries by Iran, or a possible closure of the strait of Hormuz could push oil 
prices a lot higher, slowing the global economy and causing inflation to rise. Europe and China import oil from 
Iran, and they would be directly impacted. America has become more oil-independent, but several major 
economies are not. 
 
While we feel investors not overreacting to this situation may be prudent, risks are heightened. Investors should 
be cautious. The U.S. economy is showing signs of resilience in this expansion, which has lasted for ten-and-
a-half years. With the domestic economy on solid footing, one should not be overly bearish, but at the same 
time, global growth is slowing and geopolitical tensions are rising. Assets such as quality bonds should buffer 
a portfolio against geopolitical risks, while equities can be a good inflation hedge. It is important to remember 
long-term risk and return objectives and not get distracted by the news of the day. While these developments 
may be important, they tend to be out of our control. However, we can control the risks in our portfolios. 
Understanding the different risk factors is important, but so is understanding that if you don’t take enough risk, 
you run the chance of not growing assets enough to meet your investment goals. Diversification is important 
and your Cetera financial professional can help you through this process. 
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About Cetera® Investment Management 
Cetera Investment Management LLC is an SEC registered investment adviser owned by Cetera Financial Group®. Cetera Investment 
Management provides market perspectives, portfolio guidance, model management, and other investment advice to its affiliated broker-
dealers, dually registered broker-dealers and registered investment advisers. 
 
About Cetera Financial Group® 
Cetera Financial Group (“Cetera") is a leading network of independent firms empowering the delivery of professional financial advice to 
individuals, families and company retirement plans across the country through trusted financial advisors and financial institutions. Cetera 
is the second-largest independent financial advisor network in the nation by number of advisors, as well as a leading provider of retail 
services to the investment programs of banks and credit unions. 
 
Through its multiple distinct firms, Cetera offers independent and institutions-based advisors the benefits of a large, established broker-
dealer and registered investment adviser, while serving advisors and institutions in a way that is customized to their needs and 
aspirations. Advisor support resources offered through Cetera include award-winning wealth management and advisory platforms, 
comprehensive broker-dealer and registered investment adviser services, practice management support and innovative technology. For 
more information, visit cetera.com. 
 
"Cetera Financial Group" refers to the network of independent retail firms encompassing, among others, Cetera Advisors LLC, Cetera 
Advisor Networks LLC, Cetera Investment Services LLC (marketed as Cetera Financial Institutions or Cetera Investors), Cetera 
Financial Specialists LLC, and First Allied Securities, Inc. All firms are members FINRA/SIPC. 
 
Disclosures 

The material contained in this document was authored by and is the property of Cetera Investment Management LLC. Cetera 
Investment Management provides investment management and advisory services to a number of programs sponsored by affiliated and 
non-affiliated registered investment advisers. Your registered representative or investment adviser representative is not registered with 
Cetera Investment Management and did not take part in the creation of this material. He or she may not be able to offer Cetera 
Investment Management portfolio management services. 

Nothing in this presentation should be construed as offering or disseminating specific investment, tax, or legal advice to any individual 
without the benefit of direct and specific consultation with an investment adviser representative authorized to offer Cetera Investment 
Management services. Information contained herein shall not constitute an offer or a solicitation of any services. Past performance is not 
a guarantee of future results. 

For more information about Cetera Investment Management, please reference the Cetera Investment Management LLC Form ADV 
disclosure brochure and the disclosure brochure for the registered investment adviser your adviser is registered with. Please consult 
with your adviser for his or her specific firm registrations and programs available. 

No independent analysis has been performed and the material should not be construed as investment advice. Investment decisions 
should not be based on this material since the information contained here is a singular update, and prudent investment decisions require 
the analysis of a much broader collection of facts and context. All information is believed to be from reliable sources; however, we make 
no representation as to its completeness or accuracy. The opinions expressed are as of the date published and may change without 
notice. Any forward-looking statements are based on assumptions, may not materialize, and are subject to revision. 

All economic and performance information is historical and not indicative of future results. The market indices discussed are not actively 
managed. Investors cannot directly invest in unmanaged indices. Please consult your financial advisor for more information. 

Additional risks are associated with international investing, such as currency fluctuations, political and economic instability, and 
differences in accounting standards.  
 
A diversified portfolio does not assure a profit or protect against loss in a declining market. 
 
Glossary 
 
The S&P 500 is an index of 500 stocks chosen for market size, liquidity and industry grouping (among other factors) designed to be a 
leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of the large cap universe. 

The NASDAQ Composite Index includes all domestic and international based common type stocks listed on The NASDAQ Stock 
Market. The NASDAQ Composite Index includes over 2,500 companies, spanning all 11 sector groups. 
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