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As with the recent escalation in the Middle East, financial markets are constantly exposed to unpredictable events 
— from geopolitical conflicts and terror attacks to political transitions, corporate crises, and systemic financial 
shocks. While each new development tends to generate uncertainty and anxiety, history consistently shows that 
markets are far more resilient than most investors expect. 

Reviewing market reactions across more than eight decades of market history helps us understand how stocks 
typically behave when the unexpected happens, and which conditions matter most to determine the likely depth and 
duration of any drawdowns. It is important to note that past performance does not guarantee future results. 

Immediate Market Reactions: Sometimes Sharp but Often Short-Lived 
Across more than two dozen major geopolitical events since World War II, the S&P 500 has produced an average 
one-day decline of just -1%. In other words, even seemingly dramatic world events tend to trigger declines that are 
notable, but not catastrophic. Typically, markets tend to absorb shocks quickly, stabilize (bottoming on average 
within 18 days), and recover within a matter of weeks (the average time taken for the S&P 500 to get back to pre-
event levels is under 39 days). Importantly, the scale of the initial event rarely predicts the magnitude of the market 
impact. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Stocks Largely Take Geopolitical Events in Stride 
S&P 500 Index Returns and Select Geopolitical Events 

Source: LPL Research, Bloomberg, FactSet, S&P Dow Jones Indices, CFRA, Strategas 3/2/26 
Disclosure: All indexes are unmanaged and cannot be invested in directly. Past performance is no guarantee of future results. The modern design 
of the S&P 500 index was first launched in 1957. Performance before then incorporates the performance of its predecessor index, the S&P 90. 

How do Stocks Perform After Major Events? 
Looking at a wider list of historical events, from Pearl Harbor to the Cuban Missile Crisis, from the 1987 stock 
market crash to 9/11, and from Brexit to the Russia–Ukraine conflicts, stocks have repeatedly demonstrated 
resilience. The consistent takeaway is that shocks cause volatility, but rarely change the long-term trajectory of the 
economy unless accompanied by deeper fundamental stress. 

In reviewing more than 40 major events, from wars to political resignations, corporate failures, terror attacks, 
natural disasters, currency crises, and pandemics, a few universal lessons emerge: 

• Markets dislike uncertainty but tend to adapt quickly. 
• The economic backdrop matters more than the event itself. 
• Shocks rarely alter long-term fundamentals, though sometimes can deepen a recession. 
 
 
 
 
 
 



 

Stock Performance After Major Events 
S&P 500 Index Performance After Select Major Geopolitical and Historical Events 

Source: LPL Research, Bloomberg, FacSet, S&P Dow Jones Indices, CFRA, Strategas 03/03/26 
Disclosures: All indexes are unmanaged and cannot be invested in directly. Past performance is no guarantee of future results. The modern design 
of the S&P 500 index was first launched in 1957. Performance before then incorporates the performance of its predecessor index, the S&P 90. 

The Real Differentiator: Recession vs. No Recession 
The single most important factor determining market performance after a shock is whether the economy is already 
in or near a recession. If a shock occurs during an expansion, then markets are typically flat to modestly positive 
over the next month followed by positive returns over the next three, six, and 12 months (average 12-month post-
shock return in non-recessionary periods: +9.8%). However, if a shock occurs near a recession, markets tend to fall 
across all timeframes, and the average 12-month post-shock return near recessions is -9.8%. This pattern makes 
intuitive sense: shocks can add volatility, but they rarely derail a fundamentally sound economy; however, if 
conditions are already fragile, the event can accelerate or amplify existing weakness. 

Cross Asset Market Behavior During Shock Events 
Equities: Shock events often temporarily rotate leadership toward utilities, staples, gold miners, and defense stocks. 
Growth-oriented and cyclical sectors typically lag amid growth fears during the volatility window, but rebound as 
uncertainty fades. Other equity asset classes tend to behave in somewhat predictable ways with small caps tending 



 

to lag as volatility increases, and a strong U.S. dollar, often a safe haven in times of geopolitical conflict, also tends 
to weigh on (unhedged) non-U.S. equities. 

Fixed Income: Shock events tend to trigger flight-to-safety buying, pushing Treasury yields lower as rate policy 
expectations adjust, particularly if growth expectations deteriorate. If energy prices are affected due to supply 
disruptions (e.g., in an oil shock) and inflation expectations rise, yields may initially move higher before falling back 
as risk aversion builds. 

Oil and the Energy Sector: Energy markets frequently embed a temporary risk premium following geopolitical stress. 
Historically, and as markets exhibited this week, oil prices spike on perceived supply risk, energy equities often 
outperform, but price pressures fade once physical supply and distribution prove resilient. 

Gold and Precious Metals: Gold remains one of the most reliable safe haven assets during global shocks. Patterns 
typically seen include strong initial inflows and continued strength when/if inflation expectations rise as a result of 
the shock. However, as evidenced in trading on March 3, a surging dollar on safe-haven flows can put downward 
pressure on precious metals, especially when the metals are technically overbought after a strong rally. 

Conclusion: Shock Events are Unsettling but Typically Secondary Drivers for Markets 
While global disruptions can feel destabilizing in real time, history supports a disciplined, long-term investment 
approach, though past performance does not guarantee future results. Shock events introduce volatility, but rarely 
do lasting damage, unless underlying economic conditions are already deteriorating. For investors, we believe the 
key is not to predict the next headline, but to understand the cycle, maintain diversification, and try to avoid 
emotional decision-making during periods of short-term turbulence. The LPL Research Strategic and Tactical Asset 
Allocation Committee (STAAC) maintains its neutral tactical stance on equities but continues to monitor 
developments in the Middle East closely to determine the potential impact on the energy sector, broader equity 
markets, gold and precious metals, and the path of interest rates. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

IMPORTANT DISCLOSURES 

This material is for general information only and is not intended to provide specific advice or recommendations for any individual. 
There is no assurance that the views or strategies discussed are suitable for all investors. To determine which investment(s) may 
be appropriate for you, please consult your financial professional prior to investing. 

Investing involves risks including possible loss of principal. No investment strategy or risk management technique can guarantee 
return or eliminate risk. 

Indexes are unmanaged and cannot be invested into directly. Index performance is not indicative of the performance of any 
investment and does not reflect fees, expenses, or sales charges. All performance referenced is historical and is no guarantee of 
future results. 

This material was prepared by LPL Financial, LLC. All information is believed to be from reliable sources; however LPL Financial 
makes no representation as to its completeness or accuracy. 

Unless otherwise stated LPL Financial and the third party persons and firms mentioned are not affiliates of each other and make 
no representation with respect to each other. Any company names noted herein are for educational purposes only and not an 
indication of trading intent or a solicitation of their products or services. 

Asset Class Disclosures – 

International investing involves special risks such as currency fluctuation and political instability and may not be suitable for all 
investors. These risks are often heightened for investments in emerging markets. 

Bonds are subject to market and interest rate risk if sold prior to maturity. 

Municipal bonds are subject and market and interest rate risk and potentially capital gains tax if sold prior to maturity. Interest 
income may be subject to the alternative minimum tax. Municipal bonds are federally tax-free but other state and local taxes 
may apply. 

Preferred stock dividends are paid at the discretion of the issuing company. Preferred stocks are subject to interest rate and 
credit risk. They may be subject to a call features. 

Alternative investments may not be suitable for all investors and involve special risks such as leveraging the investment, 
potential adverse market forces, regulatory changes and potentially illiquidity. The strategies employed in the management of 
alternative investments may accelerate the velocity of potential losses. 

Mortgage backed securities are subject to credit, default, prepayment, extension, market and interest rate risk. 

High yield/junk bonds (grade BB or below) are below investment grade securities, and are subject to higher interest rate, credit, 
and liquidity risks than those graded BBB and above. They generally should be part of a diversified portfolio for sophisticated 
investors. 

Precious metal investing involves greater fluctuation and potential for losses. 

The fast price swings of commodities will result in significant volatility in an investor's holdings. 

This research material has been prepared by LPL Financial LLC. 

Not Insured by FDIC/NCUA or Any Other Government Agency | Not Bank/Credit Union Deposits or Obligations | Not Bank/Credit 
Union Guaranteed | May Lose Value 

For Public Use – Tracking: #1073427
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