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Geopolitical Risk: The New Market Regime?

Geopolitical shocks arrive suddenly and reprice assets through two simultaneous channels: energy and commodity 
markets respond to supply-route fears and sanctions, while governments accelerate defense budgets in ways that 
create durable structural demand. The combination creates sector-specific opportunities and correlation 
breakdowns that tend to invalidate conventional diversification.
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For institutional portfolios, geopolitical risk does not have to mean blanket defensiveness — but is should mean  
identifying the transmission channels. Energy and commodity names exhibit asymmetric volatility tied to the 
location and nature of each shock, while defense equities increasingly behave as a partial safe haven during crises, 
supported by government spending mandates. The response: selective exposure to defense and resource 
producers, paired with long volatility or quality tilts that reduce correlation to conflict-driven supply disruptions. 
Geopolitical risk-factor budgeting, scenario analysis, and position sizing discipline are now arguably essential.

Sources: SIPRI Military Expenditure Database 2025 (April 2025); NATO Secretary General Annual Report 2024; EIA Short-Term Energy Outlook 2025; 
Caldara & Iacoviello, Measuring Geopolitical Risk, American Economic Review (2022); BIS Working Paper on Geopolitical Risk and Oil Markets.
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DISCLAIMER
Our reports, including this paper, express our opinions which have been based, in part, upon generally available public information and 
research as well as upon inferences and deductions made through our due diligence, research and analytical process. The information 
contained in this paper includes information from, or data derived from, public third-party sources including industry publications, reports 
and research papers. Although this third-party information and data is believed to be reliable, neither Omnigence Asset Management nor its 
agents (collectively "Omnigence") have independently verified the accuracy, currency or completeness of any of the information and data 
contained in this paper which is derived from such third party sources and, therefore, there is no assurance or guarantee as to the accuracy 
or completeness of such included information and data. Omnigence and its agents hereby disclaim any liability whatsoever in respect of any 
third-party information or data, and the results derived from our utilization of that data in our analysis. While we have a good-faith belief in 
the accuracy of what we write, all such information is presented "as is," without warranty of any kind, whether express or implied. The use 
made of the information and conclusions set forth in this paper is solely at the risk of the user of this information. This paper is intended only 
as general information presented for the convenience of the reader and should not in any way be construed as investment or other advice 
whatsoever. Omnigence is not registered as an investment dealer or advisor in any jurisdiction and this report does not represent investment 
advice of any kind. The reader should seek the advice of relevant professionals (including a registered investment professional) before 
making any investment decisions. The opinions and views expressed in this paper are subject to change or modification without notice, and 
Omnigence does not undertake to update or supplement this or any other of its reports or papers as a result of a change in opinion stated 
herein or otherwise.
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