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Brace for further energy price hikes; market
to reassess inflation and growth risks

With the conflict in Iran officially entering its one-month mark this week, no sign
of a fast resolution is in sight. News over the weekend points to further
escalation risk. Both Iran and the US have threatened attacks on energy and
transport infrastructure that could cause permanent damage to energy supply
from the Middle East. Thus far, traffic remains stalled through the Strait of
Hormuz, resulting in an about 16% loss of global oil supply. The impact would be
higher if we factor in the loss of natural gas supply.

The risk of a protracted war has triggered risk reassessment across the market,
erasing some earlier complacency. At the time of writing, spot Brent crude prices
have spiked again to USD112/bbl, up 53% from the pre-war level. Oil futures
prices have rallied as well, with the September contract at USD92/bbl, an 8%
increase from a week ago. However, the risk remains tilted to the upside. Our
structured VAR model suggests that a one-month loss of about 15% of oil supply,
assuming no increase in supply in subsequent months, will hold oil prices above
USD100/bbl in six months.

Modelled oil price path from supply shock
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Note. Estimates by Brent crude spot and futures prices as of 20 March 2026.
Source: Eastspring Investments; Bloomberg

The size and durability of the higher energy prices therefore require updates to
the inflation and growth outlooks. Plugging the current spot and futures oil prices
into our model suggests that CPI inflation will rise by an average of 0.4
percentage points across major global and Asian economies. The chart below
makes it clear that most of the inflationary pressure will be driven by the increase
in futures prices — i.e., the risk premium of a permanent supply disruption.
While central banks are likely to look through a one-off supply shock, the
prospect of a higher-for-longer energy price will gradually feed into inflation
expectations.
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Note. Estimates by Brent crude spot and futures prices as of 20 March 2026.
Source: Eastspring Investments; CEIC

Indeed, global central banks have made a sharp hawkish pivot in the past week.
Both the European Central Bank and the Bank of England are no longer looking
at further rate cuts, while the Reserve Bank of Australia delivered a second
consecutive rate hike. In the US, the Fed made a hawkish pause. Though it still
expects one cut this year given rising unemployment risks, the market has
become more concerned about inflation risk. Pricing in the Overnight Index Swap
market no longer expects a rate cut. In Asia, both Bank Indonesia and Bangko
Sentral ng Pilipinas, where there was room to cut rates further, stayed on hold
and effectively dismissed the chance of more cuts.

Compared to the US, most Asian economies entered the crisis with low
underlying inflation. While we do not see imminent cuts, tension will build over
time. The repricing of rate expectations has driven sharp rate sell-offs in Asian
economies whose currency and current account are most exposed to an energy
price shock, namely Indonesia, Thailand and the Philippines. On the other hand,
China and Malaysia outperformed. These are also the markets where we see the
least chance of a rate hike this year.
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The lingering hope of an imminent end to the war has kept equity market
reactions relatively mild thus far. Year to date performance remains in the green
for most equity indices. However, as risk shifts increasingly from inflation to
growth, we expect further correction in the equity markets.

Among Asia's manufacturing exporters, our econometrics model suggests that
the current level of oil price shock leads to divergent performances of industrial
production in the following 12 months.

12m industrial production impact following higher oil price
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Note. Estimates by Brent crude spot and futures prices as of 20 March 2026.
Source: Eastspring Investments; CEIC

While North Asia's tech-heavy exporters look the most exposed, it is important to
keep in mind that the strong Al demand that lifted growth expectations in the
first place has remained solid. As noted in last week's CIO Weekly, the strong
global demand that preceded the war is a key factor that separates this oil price
shock from previous episodes. The continuous outperformance of MSCI North
Asia suggests a still favorable market positioning. In the meantime, markets that
are relatively more insulated from the oil price shocks — i.e., China and Malaysia
— are potential beneficiaries.
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Market Review

Global equities remained under pressure over the week, with the MSCI AC World Index declining 1.8% as sentiment softened amid ongoing
geopolitical uncertainties. The US market also closed lower with the S&P 500 falling 1.9% and the NASDAQ sliding 2.1%. Europe also softened,
with the MSCI Europe Index down 3.1% over the week. Asian markets were mixed: Korea (5.4%), Taiwan (0.4%) while Japan fell 0.8%. Overall,
Asia Pacific ex-Japan equities fell by 0.2%. Emerging Markets were similarly weaker, falling 0.3% over the week.

US Treasury yields rose, with the 10-year yield increasing 2.5% over the week, while global government bonds fell 0.1%. Gold witnessed a

sharp drop, falling 8.8% over the week and the US Dollar Index also weakened, falling by 0.7% during the week.
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Market Data

1 week 1 month 3 month 1year YTD

Government Bonds
change (%) change (%) change (%) change (%) change (%)

52 week high 52 week low

US Treasury Yield (%)

10 Year 4.39 2.50 7.52 5.81 3.76 5.75 4.60 3.95
10 Year Bond Yield (%)

Japan 2.26 1.07 7.55 11.91 49.05 9.37 234 1.12
China 1.83 -0.65 1.22 0.55 -5.08 -1.61 1.93 1.63
Australia 5.02 1.37 6.02 5.37 15.06 5.44 5.02 4.10
Singapore 212 0.76 8.18 -8.08 -20.64 -4.86 2.77 1.75
Malaysia 3.56 -0.22 1.14 0.03 -4.88 1.97 3.78 3.36
Indonesia 6.85 0.43 6.02 11.77 -3.70 11.90 7.21 5.92

Close chL:v;:Z’/o) c:iamncg):t(;;) crs:amncg):t(;;) ch;::ea;%) cha:;: (L) 52 week high 52 week low

Bond Indices

Bloomberg Global Aggregate USD 93.95 0.09 -1.46 -0.65 0.02 -0.74 95.69 93.25
Bloomberg U.S. Aggregate USD 93.49 0.23 -1.36 -0.54 1.31 -0.62 95.21 90.43

1 week 1 month 3 month 1year YTD
change (%) change (%) change (%) change (%) change (%)
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Disclaimer

This document is produced by Eastspring Investments (Singapore) Limited and issued in:
Singapore by Eastspring Investments (Singapore) Limited (UEN: 199407631H)

Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in
Singapore, is exempt from the requirement to hold an Australian financial services licence and is licensed and regulated by the
Monetary Authority of Singapore under Singapore laws which differ from Australian laws.

Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission of
Hong Kong.

Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the Indonesia
Financial Services Authority (OJK).

Malaysia by Eastspring Investments Berhad (200001028634/ 531241-U) and Eastspring Al-Wara’ Investments Berhad (200901017585
/ 860682-K) and has not been reviewed by Securities Commission of Malaysia.

Thailand by Eastspring Asset Management (Thailand) Co., Ltd.

United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is
incorporated in Singapore and is registered with the U.S Securities and Exchange Commission as a registered investment adviser.

European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring Investments
(Luxembourg) S.A., 26, Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, registered with the Registre de Commerce
et des Sociétés (Luxembourg), Register No B 173737.

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in
Singapore and is licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Chilean laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments.

The views and opinions contained herein are those of the author, and may not necessarily represent views expressed or reflected in
other Eastspring Investments’ communications. This document is solely for information purposes and does not have any regard to
the specific investment objective, financial situation and/or particular needs of any specific persons who may receive this document.
This document is not intended as an offer, a solicitation of offer or a recommendation, to deal in shares of securities or any financial
instruments. It may not be published, circulated, reproduced or distributed without the prior written consent of Eastspring
Investments. Reliance upon information in this document is at the sole discretion of the reader. Please carefully study the related
information and/or consult your own professional adviser before investing.

Investment involves risks. Past performance of and the predictions, projections, or forecasts on the economy, securities markets or
the economic trends of the markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any
of the funds managed by Eastspring Investments.

Information herein is believed to be reliable at time of publication. Data from third party sources may have been used in the
preparation of this material and Eastspring Investments has notindependently verified, validated or audited such data. Where lawfully
permitted, Eastspring Investments does not warrant its completeness or accuracy and is not responsible for error of facts or opinion
nor shall be liable for damages arising out of any person'’s reliance upon this information. Any opinion or estimate contained in this
document may subject to change without notice.

Eastspring Investments companies (excluding joint venture companies) are ultimately wholly owned/indirect subsidiaries of Prudential
plc of the United Kingdom. Eastspring Investments companies (including joint venture companies) and Prudential plc are not affiliated
in any manner with Prudential Financial, Inc., a company whose principal place of business is in the United States of America or with
the Prudential Assurance Company Limited, a subsidiary of M&G plc (a company incorporated in the United Kingdom).

Sources

Asset performances: (bar charts) Eastspring Investments, Refinitiv, as at 20 March 2026. Equities: using MSCl indices in USD, United
States is using the S&P 500. Corporate Bonds: using ICE BofA indices in USD. Government Bonds: using the FTSE Global Sovereign
Bond index, in USD. Gold is London Bullion Market US Dollar per Metric Tonne. DXY is US Dollar Index. (line charts) Eastspring
Investments, Refinitiv, as at the end of the prior week, rebased to 100 as at 1 year ago. Equities: MSCl indices, in USD. Cor porate Bonds:
using Bloomberg indices in USD. Government Bonds: using ICE BofA US 10 Year US Treasury and ICE BofA 7-10 Year Euro Government
indices. Commodities: Gold is London Bullion Market US Dollar per Metric Tonne Ounce. Copper is LME Copper Grade A Cash US
Dollar per Metric Tonne. Oil is Crude Oil WTI Spot Cushing US Dollar per Barrel. US Dollar is US Dollar Index.

Market data: Eastspring Investments, Refinitiv, as at 20 March 2026. Equities: MSCI indices in USD, other indices in local currency.
Other indices or assets as stated. Please note that there are limitations to the use of such indices as proxies for the past performance
in the respective asset classes/sector. The historical performance or forecast presented in this slide is not indicative of and should not
be construed as being indicative of or otherwise used as a proxy for the future or likely performance of the Fund.
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