Ing the recent ceasefire

Key Messages

1. The United States and Iran have agreed on a two-week
ceasefire to allow time to begin peace talks. This agreement
includes the reopening of the Strait of Hormuz. Even
though these announcements bring short-term relief,
uncertainty is set to remain high over the coming weeks.

2. Despite the announcements, spot Brent crude oil prices
remain elevated, with six-month prices settling just above
USD 80, which would imply a sustained de-escalation in
the short term and a rapid recovery in oil exports from the
Gulf. This might prove a little optimistic,

3. Investors need to diversify beyond just stocks and bonds in
liquid investment portfolios. We would add exposure to
gold and other commodities, infrastructure and hedge
funds.

4. We expect today's elevated energy prices to reinforce the
energy security theme in Europe and Asia, driving demand
for renewable and nuclear power generation and batter
storage.

5. We continue to see a modestly weaker US dollar in 12
months, targeting USD 1.20 per euro.

1. Do oil markets underestimate longer-term effects of
supply disruption?

The current pricing of Brent crude oil futures suggests a
sharp fall in oil prices expected between June (USD
111/barrel) and December (USD 82). This is presumably on
expectations of a de-escalation of the current Iran conflict
and on the resumption of marine traffic via the Strait of
Hormuz.

However, we should not assume that, even under such
optimistic assumptions, oil and gas supply disruptions will
disappear. It will take months (if not a year) or more for
pre-conflict exports of oil and natural gas from the Gulf to
be achieved.

The risk then is that spot oil prices may decline but that
longer-term oil prices find a new balance far above pre-
conflict levels, say at USD 80+. For now, the oil market
seems to be pricing a relatively optimistic scenario in Iran.
The conflict may drag on for longer, and that oil futures for
December and beyond are insufficiently pricing this
alternate scenario.
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2. As stock and bond markets look to be
increasingly positively correlated during crises,
should we think beyond a traditional 60:40 stock:
bond asset allocation?

In a word, yes. The 60:40 stock/bond asset allocation
paradigm has worked very well since the late 1990s. It
is based on the premise that when stock markets fall
during times of crises and of economic recessions, bond
prices typically rise and thus cushion the effects of
falling stock prices.

However, this negative correlation between stocks and
bonds only holds true when inflation remains around
the 2% target of central banks. This was largely the
case for major advanced economies from 1994 until
2021. On the basis that we expect oil and gas prices to
remain well above pre-conflict levels in the medium
term, there is also the risk that overall inflation rates
remain closer to 3% than 2% over the same timespan.

At 3% inflation, the correlation between global stocks
and bonds moves from negative to positive. In a more
inflationary environment such as 2022, bond yields
tend to go up (and bond prices down), pressuring stock
prices at the same time via lower fair valuations. We
should expect more periods like 2022 in the future
given heightened geopolitical tensions and thus the
risk of future supply disruptions.

This underlines the need to diversify investment
portfolios well beyond just stocks and bonds. We
recommend allocating to commodities (especially gold),
infrastructure (listed or private) and hedge and
portfolio

alternative UCITS funds to
diversification and robustness.
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3. Will current high oil & gas prices drive
increased demand for renewable energy
generation and storage solutions?

Yes! For energy-importing regions such as Asia and
Europe, today’s environment of painfully high energy
prices is sure to refocus efforts on improving
national/regional energy security. This will better
protect these regions from future fossil fuel supply
disruption and inflationary price volatility.
Interestingly even the US, today the largest producer
of hydrocarbons in the world, is not immune to global
energy price volatility. US retail gasoline and diesel
prices have surged by 30%-40% since early March.

For Europe and Asia, we do expect greater investment
in renewable and nuclear energy electricity generation
as a result of the current Iran conflict. Equally, to
improve the robustness of electricity grids, we also
expect Europe to follow China in investing increasingly
in battery electric storage systems (BESS) to sit
alongside solar and wind power generation and
smooth electricity output into national grids. Longer
term, this could also spur a greater push towards
alternatives to diesel fuel for shipping and road freight
such as hydrogen-based fuel cells.

4. 1Is the current strength in the US dollar
sustainable, or should we expect a weaker USD?

We should put the current “strength” of the US dollar
into context. The Bloomberg US dollar index has rallied
a mere 3% since the low in late January, of which 2%
has occurred over March. According to this index, the
USD is still over 8% weaker than at the beginning of
2025 and has essentially traded sideways since mid-
2025. On this basis, the safe haven-related
strengthening in the US dollar has not been all that
pronounced.

At the same time, we should remember that the US
government is estimated to be spending USD 1-2
billion per day on this conflict (so USD 30-60 billion in
March alone), and that the 2026 US federal budget
deficit was forecast at over 6% of GDP excluding this
additional spending. The combination of higher
expected inflation and greater debt refinancing needs
has pushed the 10-year US Treasury bond yield up to
4.3% from 3.9% at the end of February. We believe
that lower reinvestment of Middle Eastern oil & gas
revenues into US dollar assets in future, combined
with greater near-term US federal debt refinancing
needs, will ultimately push the US dollar lower against
other major currencies. We maintain our USD 1.20 12-
month EUR/USD target (value of 1 euro) versus USD
1.16 currently.
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DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Controle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates (“BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.

=l BNP PARIBAS

(i

WEALTH MANAGEMENT

The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing; they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.
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