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Market Event Update 
23 October 2023 

 

Israel-Hamas Conflict 
 

On 8 October 2023, Israel declared war against Hamas after the Gaza-based militant group launched a surprise 

attack on Israel.  

 

As expected in periods of uncertainty, the initial response from markets had a risk-off tone, with investors turning 

to ‘safe-haven’ assets like government bonds, gold and the United States (US) dollar. The oil price also jumped 

due to the region’s relevance to global production, while share markets fell slightly. However, this response was 

relatively short-lived, with markets somewhat muted ever since and most of these initial moves reversing except 

for the oil price, which has remained elevated.  

 

Despite the unquestionable human tragedy, other forces have been more relevant to markets since the conflict 

began. As they have been all year, investors have been focused on the likelihood of further central bank interest 

rate rises, how persistent inflation will be, and how resilient economic growth will remain.  

 

If the conflict remains contained, these other factors will continue to drive markets. If the conflict were to escalate 

and spread into a broader regional problem, this could result in the oil price increasing further and potentially 

trigger more meaningful ‘risk off’ market moves. Authorities worldwide, including the US Government, are making 

a concerted effort to prevent this from happening. 

 

Although we continue to monitor the situation closely, we do not believe the Israel-Hamas conflict warrants 

any change to our long-term investment strategy.  

 

Instead, we remain focused on three possible scenarios for the global economy that are most relevant to markets 

over the short-to-medium-term (while acknowledging an escalation in the conflict could play into these 

scenarios):  

 

1. Soft landing — Higher interest rates get inflation under control without causing a recession. 

 

2. Hard landing — Higher interest rates cause a deep recession and collapse in demand. 

 

3. Persistent inflation — Inflation is more persistent than expected, and central banks have to move interest 

rates higher for longer. 

 

In an environment of heightened uncertainty, such as the current one, we want to build portfolios that can remain 

resilient in a range of scenarios.  With this in mind, we maintain a quality bias within equity exposures and 

continue to add to high-quality government bonds, which should be defensive in a risk-off environment. 
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This publication is produced by Evidentia Group Pty Ltd ABN 39 626 048 520 AFSL 511802 (Evidentia Group) and has been prepared solely as an 

information service. This material is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution 

or use would be contrary to local law or regulation. This material is limited to factual information and commentary about broader market conditions. It 

does not constitute legal, financial or other professional advice. Nothing in this publication should be interpreted as financial product advice. Before 

making any investment decision, Evidentia Group recommends obtaining financial product advice from a qualified financial adviser. Past performance 

is not a reliable indicator of future performance. This publication is based on information considered to be reliable. Our commentary is based on our 

judgement at the time of issue and is subject to change. No representation, warranty or undertaking is given or made in relation to the accuracy or 

completeness of the factual information presented in this document. Except for liability which cannot be excluded. Evidentia Group, its directors, 

employees, agents, and related corporate bodies disclaim all liability in respect of any error or inaccuracy in, or omission from, this document and any 

person’s reliance on it. 


