Oil Cools, Yields Surge: Gold and UAE Markets Enter a Critical
Test

The market narrative has shifted again. Earlier in the year, crude oil was the dominant
macroeconomic risk, lifting inflation expectations and putting pressure on global equity
valuations. Now, oil has retreated more than 10% from its September highs, but investors have
been handed another challenge: US Treasury yields have climbed to levels last seen in 2002,
tightening financial conditions across currencies, precious metals and equities.

That combination creates an increasingly delicate balance. Softer crude offers some relief to
inflation expectations, but the sharp rise in bond yields has itself become stretched enough to
raise the possibility of a near-term reversal. Should yields begin to ease while oil remains under
pressure, markets may find room for a rebound. For now, however, investors are navigating
opposing signals rather than a clean change in trend.

Gold and silver sit at the centre of that tension. Both are once again testing the lower end of their
2026 ranges, yet rebounds from around 3,930 in gold and 54 in silver have developed near
historically important confluence zones. That has kept the longer-term bullish structure intact for
the moment. A decisive break beneath those lows would change the picture materially, however,
weakening the technical case and opening the door to significantly deeper losses.

“Markets are currently caught between softer inflation signals from crude and increasingly
restrictive financial conditions from US Treasury yields,” says Razan Hilal, Market Analyst at
FOREX.com. “If yields begin to reverse while oil remains below its September highs, some of the
pressure on gold, silver and broader risk assets could begin to unwind. For the UAE, the key
question is whether domestic market resilience can continue to offset a more cautious global
backdrop.”

Bond markets may therefore provide one of the clearest signals for what comes next. Monthly
momentum in US 10-year Treasury yields has reached overbought territory previously seen in
2022 and during the 1980s. That does not guarantee a reversal, but it increases the prospect that
yields may be approaching an exhaustion point. A move lower would reduce one of the principal
headwinds currently facing precious metals and global equities.

Oil remains the other side of the equation. Gulf exports are recovering towards pre-war levels,
while crude retains a neutral-to-bearish technical bias. FOREX.com identifies US$86 for WTI and
USS93 for Brent as important thresholds: a break beneath those levels would lend further support
to the de-escalation scenario and could help moderate inflation concerns.

The geopolitical premium has not disappeared. Upcoming political events, including Israel's
national election on October 27 and the US midterm elections on November 3, could keep
regional risk firmly in focus. Renewed disruption to energy markets would quickly alter the



outlook, potentially reviving inflation expectations just as US indices such as the Nasdaq and S&P
500 test fresh record highs.

Against that global uncertainty, the UAE market continues to show relative technical resilience.

The UAE MSCI Index remains above the key 19 level and within the uptrend established in 2023.
Holding that threshold would preserve the broader positive structure; a break beneath it would
raise questions over whether regional equities can continue to resist a more cautious economic
backdrop. That test comes alongside the CBUAE's latest forecast of 1.6% real GDP growth for the
UAE in 2026.

The contrast with July is notable. Then, rising oil prices were themselves one of the main sources
of pressure on global markets, even as stronger fiscal positions and economic diversification
supported Gulf equities. Today, oil is offering some relief, but soaring yields have replaced it as
the more immediate source of financial stress.

For markets to move decisively back into risk-on territory before year-end, investors may need to
see several pieces fall into place at once: lower bond yields, easing inflation pressures, continued
weakness in crude and further geopolitical de-escalation. Until then, the technical picture points
less to a clear directional trade than to a market approaching an important inflection point.
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