Asia’s AI-driven rally masks underlying market fragility amid US-Iran conflict
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Asia’s equity markets are increasingly split between a narrow artificial intelligence trade and a far more subdued picture elsewhere, with the latest surge in technology shares obscuring broader weakness tied to the US-Iran war. Bloomberg reported that the region’s tech gauge has climbed almost 10% since the conflict began, lifting it to a record high this week, while the rest of the market has struggled to keep pace.
The divergence has been most obvious in consumer-facing shares, which have come under heavy pressure as investors reassess the economic fallout from the conflict. Bloomberg said consumer discretionary stocks are down nearly 11% over the same period, underscoring how concentrated the market’s gains have become. Reuters and the Financial Times both described a similar pattern, with enthusiasm for AI-related names drawing capital into a small group of winners even as broader sentiment remains fragile.
That split matters because it suggests the headline strength in regional indices may overstate underlying confidence. The Wall Street Journal and The New York Times both noted that technology stocks have powered ahead to new highs, but that advance has not been matched by most other sectors, leaving a weaker and less balanced market beneath the surface. CNBC likewise reported that the rally has done little to ease pressure on industries more exposed to slower spending and geopolitical uncertainty.
The result is a market that looks buoyant in aggregate but increasingly dependent on a single theme. As BBC News has also reported in its coverage of the conflict’s economic effects, the AI trade is acting as a powerful offset to war-related anxiety rather than a sign that investors have become broadly more optimistic. For now, the region’s stock performance appears less like a healthy upswing than a reminder of how selectively capital is being deployed.
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