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Oil & gas tankers passing through the Strait of Hormuz, in 
number of ships entering and exiting the Gulf

Source: UBS Evidence Lab, includes content supplied by S&P Global Market Intelligence (Maritime & Trade); Copyright © S&P Global Market 
Intelligence (Maritime & Trade), 2026. 
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Oil and products transit via Strait of Hormuz by destination, 
average over January-February 2026 (kb/d)

Source: Kpler, IEA, UBS
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Key charts on oil price 

Source: Bloomberg, Haver, IEA, UBS estimates 

The convexity of oil prices to inventories

Global growth and inflation sensitivities to oil

We are currently depleting global oil inventories at a 
rate of roughly 6mn barrels per day

It's not the level that is impactful, but the acceleration
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UBS Oil and Gas price forecasts 

Source: Datastream, UBS estimates
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UBS market and macro forecasts 

Source: Bloomberg, Haver, IEA, UBS estimates 
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Oil performance after geopolitical shocks post 1980

Source: Bloomberg, Haver, IEA, UBS 
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Market implications 

Source: Bloomberg, Haver, IEA, UBS 

Adjusted PMIs show the strongest/broadest new 
expansion since 2013 (ex-Covid re-opening)

Across regions, growth is being priced at the cheapest 
levels in around 15 years

Performance during 7 episodes of oil supply shock S&P 500 12m fwd P/E around geopolitical shocks
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Market implications 

Source: Bloomberg, Haver,Macrobond, UBS 

ETF flows are showing less momentum to the crowded 
US market in recent period

2M default rate (%) – default rates have begun to 
stabilize in recent months

S&P 500 time-weighted average perf. during historical periods of oil supply shock
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Implications of a continued ceasefire

Source: Refinitiv, Datastream, UBS estimates 

3M average market performance during first Gulf war 
and Ukraine war 

Regional equity preference for ceasefire 

European P/E relative to US  
Regional GDP forecasts under ceasefire scenario  vs 
previous baseline – greater impact for Europe 
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US likely to outperform in ceasefire scenario 

Source: Refinitiv, Datastream, Bloomberg, UBS estimates

S&P 500 NTM P/E is below UBS model implied value US HY spread held up well

US growth is being priced more cheaply than the last 15 years Operating cash flow has surged for US Tech and ex-Tech
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Recent earnings trend in the US 

Source: UBS, Refinitiv Datastream, Bloomberg

S&P 500 2027e EPS continues to rise S&P 500 EPS growth 

2Q26 Surprise Dashboard – S&P 500  
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7 preconditions for a bubble that we are not yet in as long 
as the Fed does not raise or we don’t get a global recession

Source: UBS

?
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Key messages for each asset class

Source: UBS estimates 

Credit: Policy Risk Overtakes Credit Risk

The dominant credit themes of 2026 have been AI, private credit and geopolitics. While these 
forces have driven meaningful dispersion across sectors and issuers, they remain relative-value 
stories rather than systemic risks. The growing risk of unexpected monetary tightening is now 
the dominant concern for credit markets. Unlike most asset classes, credit spreads remain near 
the tights despite a materially higher probability of a more restrictive rates regime. 

Long XAUUSD (Gold)  

We have long been in the “de-fiatization” camp as opposed to the “de-dollarization” one. 
We believe Q4 gold fundamentals such as central bank demand are constructive. 



China Equity Strategy 21 September 2026 ab 15

Key themes and trade ideas

Source: UBS estimates 
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China’s dependency on oil and gas relatively low vs other 
economies

Source: Energy Research Institute, UBS

% of total energy consumption % of total electricity generation
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China equity market performance during historical global 
market sell-offs

Source: Bloomberg, FactSet, UBS

MSCI China down 14% on average when VIX spiked MSCI China vs MSCI AC World
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Top-down macro implications from ongoing disruption in 
Strait of Hormuz

Source: UBS estimates. Note: *many consumer sub-sectors are least crowded and hence should be least susceptible to unwinding of crowded trades

Brent oil price forecasts Global inflation forecasts
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Estimated earnings impact based on $100/bbl oil price 
assumption for Chinese equities

Source: UBS estimates, FactSet. Note: Values are market-cap weighted.
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Estimated FY26 earnings impact based on $100/bbl oil price 
assumption by subsector

Source: UBS estimates, FactSet. Note: Values are market-cap weighted. Sectors not mentioned in the chart above have insignificant earnings 
sensitivity to oil prices.
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Petrochemicals with high Iran/ Middle East capacity share 
and China’s import share

Source: S&P Global, CMA, Oilchem, Baiinfo, Customs data, UBS
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Breakdown of input cost exposure

Source: UBS. Note: Shown as % of total cash operating costs. Based on the survey conducted in 2022.
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3 phases of oil prices in 2022 during the Russia-Ukraine 
conflict

Source: FactSet, UBS
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Sector performance in 2022 and since Iran conflict started 
this time

Source: FactSet, UBS
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Valuation Method and Risk Statement

For various stocks across the industries we cover in the Hong Kong and mainland China stock markets, we use a variety of valuation approaches, including DCF models, Gordon growth model analysis and 
relative valuation analysis using various multiples such as PE, EV/EBITDA and P/BV.
We think the risks facing China's equities include a hard landing for the property market, a capital exodus associated with currency depreciation and slow structural reform progress. In our view, any 
government policies that do not adequately address these risks could result in a shock to the market. For example, an excess of stimulus policies could pose a risk to the transition from an investment-driven 
to a consumption-driven economy and increase the debt of government and state-owned enterprises.


