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The dollar seems to be the only safe haven amid the war in Iran

A common error in market commentary is conflating safe assets with safe havens. The distinction is not
semantic. It is fundamental to how investors should construct hedges in a world defined by overlapping shocks.
Safe assets are defined by their structure. They are instruments offering capital preservation, deep liquidity and a
high degree of certainty over nominal returns. Typically issued by credible sovereigns and embedded in strong
institutional frameworks, they anchor pricing, provide collateral and underpin the notion of a risk-free rate. US
Treasuries and German Bunds sit at the core of this category. But structural safety does not guarantee protection
during market turmoil. Safe assets can and increasingly do fail to hedge portfolios during episodes of stress.
Inflation has been the fault line in recent episodes. When shocks are supply-driven, as seen after the pandemic
and during the Russian invasion of Ukraine, government bonds can deliver negative real returns and even positive
correlation with equities. Duration risk replaces credit risk as the dominant concern.

Safe havens, by contrast, are defined by behavior. An asset qualifies as a safe haven only if it retains or increases
its value when risk assets sell off. This is a conditional, empirical property rather than an intrinsic one. It depends
on the nature of the shock, market positioning and the broader macroeconomic regime. Gold, the Japanese yen
(JPY) and the Swiss franc (CHF) have historically been cast in this role, largely because of their perceived
neutrality, liquidity and, in the case of currencies, their function in funding trades that unwind during crises. The
overlap between safe assets and safe havens is partial and unstable. US Treasuries can be both, but not always.
Gold is often a haven but not a safe asset in the strict sense, given its volatility and lack of yield. What matters for
investors is not the label but the regime: deflationary shocks tend to reward bonds, while inflationary or
geopolitical shocks produce far less predictable outcomes.

There is little evidence that traditional safe haven candidates protected portfolios during the recent escalation
in Iran. Gold, the CHF, the JPY and government bonds all exhibited inconsistent performance at best, mostly
because of inflation concerns. Indeed, when markets are preoccupied with rising prices and policy tightening,
assets once negatively correlated with risk can move in tandem with it. This was evident during the 2022 Ukraine
shock. Despite a sharp deterioration in geopolitical conditions, neither gold nor core sovereign bonds provided the
expected protection. Bond prices fell as yields adjusted upward in response to inflation expectations. Gold's
performance was muted and short-lived. Even traditional currency havens failed to deliver sustained
diversification benefits. The episode underscored a broader shift: geopolitical risk no longer guarantees a flight to
classic havens when it coincides with inflationary pressure. Replicating the methodology of Cheema et al. (2025),
we find that only the US dollar behaved as a safe haven for global and US equities during the Iran conflict1.
During episodes of acute market stress, dollar appreciation provides a reliable hedge, reflecting its role at the
center of global funding markets and its status as the dominant reserve currency. We observed the same pattern
during the Ukraine war, suggesting markets respond consistently to similar shocks (see Figure 1).
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Figure 1: Safe havens across different market events (beta coefficients vs MSCI World)

Gold USD JPY CHF
US

Treasuries
Swiss
T-bonds

Bunds JGB

Black Monday (1987) -0.07 -0.01 0.02 0 -0.33 N/A -0.07 -0.16

Iraq War (1990) -0.15 0.14 0.13 -0.2 0.3 N/A 0.15 0.27

Asian Crisis (1997) 0.33 0.1 0.14 -0.12 -0.18 -0.02 -0.06 -0.05

Dot-com (2000) -0.02 -0.05 -0.03 0.02 -0.07 0.02 -0.01 -0.03

9/11 Attacks (2001) -0.23 -0.04 -0.12 -0.27 0.22 -0.01 0.06 -0.05

2002 Bear Market (2002) -0.16 0.09 -0.08 -0.17 -0.27 -0.09 -0.11 -0.01

Global Financial Crisis (2008) 0.08 -0.11 -0.28 -0.01 -0.29 -0.09 -0.11 -0.01

EU Debt Crisis (2010) 0 -0.17 -0.39 0.16 -0.51 -0.11 -0.22 -0.07

2011 Bear Market (2011) 0.01 -0.26 0.02 0.17 -0.6 -0.12 -0.23 -0.02

China Crisis (2015) -0.24 0.21 -0.42 -0.22 -0.43 -0.05 -0.14 -0.01

Crypto Sell-off (2018) -0.18 0 -0.15 -0.03 -0.26 -0.08 -0.07 -0.02

Covid-19 (2020) 0.2 0 -0.09 0 -0.25 -0.03 -0.03 0

War in Ukraine (2022) 0.15 -0.18 0.03 0.07 0.14 0.11 0.08 0.01

War in Iran (2026) 0.84 -0.28 0.17 0.26 0.27 0.22 0.34 0.14

Safe Haven
Weak Safe Haven
Not Safe Haven

Sources: Cheema et al.(2025), Allianz Research

The yen's regional exception. One notable outlier in our results is the JPY, which acted as a safe haven for
Chinese equities even as it failed to protect holders of developed market indices (see Figure 2). The beta
coefficient for JPY against Chinese stocks was -0.09 during the Iran conflict, compared with +0.17 against the MSCI
World. This divergence might underline that when geopolitical risk concentrates in the Middle East, Asian markets
face distinct transmission channels: energy import dependence, supply-chain exposure and regional capital flow
dynamics that differ markedly from those affecting US or European equities. The yen's traditional role as a funding
currency for Asian carry trades means that deleveraging in the region mechanically strengthens the currency
precisely when regional risk assets are selling off. For Chinese equity investors specifically, the yen offers a hedge
that US dollar strength cannot provide, particularly when Sino-American tensions make dollar assets less
attractive as a destination for flight capital. The implication for portfolio construction is clear: safe haven status is
not universal but relative to the risk being hedged. What protects a Shanghai portfolio may offer nothing to a
New York one.

Figure 2: Safe havens since the beginning of the war in Iran (beta coefficients vs different market indices)

MSCI World S&P 500 MSCI China EuroStoxx 50 FTSE 100

Gold 0.84 0.21 0.97 0.87 1.29

USD -0.28 -0.18 -0.01 -0.15 -0.13

JPY 0.17 0.1 -0.09 0.05 0.01

CHF 0.26 0.17 0.05 0 0

US Treasuries 0.27 0.04 0.04 0.09 0.13
Swiss T-bonds 0.22 0.06 0.09 0.14 0.18

Bunds 0.34 0.08 0.1 0.18 0.25

JGB 0.14 0.04 0.06 0.08 0.11

Safe Haven

Weak Safe Haven

Not Safe Haven

Source: Allianz Research
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Figure 7: Selected EM central bank holdings shifts since 2020

Brazil Central Bank total reserves currency
decomposition, %

South Africa Reserve Bank, total reserves %

Reserve Bank of India total reserves, % Czech Republic Central Bank total reserves, %

Source: National Central Banks, Allianz Research

While larger EMs have responded to dollar weaponization concerns by diversifying into gold and non-
traditional currencies, frontier sovereigns face a harder constraint, instead leveraging their domestic bond
markets as collateral to access cheaper dollar financing through total return swaps. This is mainly due to the
inability to keep the pace on reserve accumulation given tight fiscal positions. This shadow-borrowing
architecture, concentrated in Sub-Saharan Africa, represents the other side of the local currency debt deepening
trend: markets developed enough to be pledged, but not yet deep enough to insulate governments from dollar
dependency.
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These assessments are, as always, subject to the disclaimer provided below.

FORWARD-LOOKING STATEMENTS
The statements contained herein may include prospects, statements of future expectations and other
forward-looking statements that are based on management's current views and assumptions and involve
known and unknown risks and uncertainties. Actual results , performance or events may differ materially from
those expressed
or implied in such forward-looking statements.
Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and
competitive situation, particularly in the Allianz Group's core business and core markets, (ii) performance of
financial markets (particularly market volatility, liquidity and credit events), (iii) frequency and severity of
insured loss events, including from natural catastrophes, and the development of loss expenses, (iv) mortality
and morbidity levels and trends,
(v) persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) interest rate
levels, (viii) currency exchange rates including the EUR/USD exchange rate, (ix) changes in laws and
regulations, including tax regulations, (x) the impact of acquisitions, inc luding related integration issues, and
reorganization measures,
and (xi) general competitive factors, in each case on a local, regional, national and/or global basis. Many of
these factors may be more likely to occur, or more pronounced, as a result of te rrorist activities and their
consequences.

NODUTY TO UPDATE
The company assumes no obligation to update any information or forward -looking statement contained
herein, save for any information required to be disclosed by law.


