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Markets position for an Iran-US deal

Getting closer to a deal, perhaps

Vis Nayar
Chief Investment Officer

Strait of Hormuz (SoH) is almost finalised only to qualify that on Sunday, saying Eastspring Investments

he is in no rush for a deal. Nonetheless markets perceive a deal may finally
emerge this week and are using Asia to position given that US equity market is
closed today for the Memorial Day holiday. As we write, most Asian equity
markets are up as are all Asian currencies except for the Indonesian rupiah.

US President Trump announced on Saturday that an Iran-US deal to reopen the g
>
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Formal announcement of a deal would likely further this rally and potentially
extend it to markets and currencies most hurt by the War, such as India and Viola Wang
Indonesia. Press reports suggest a “memorandum of understanding” for a 60-day ﬁ

extension of the ceasefire and a reopening of the SoH.

Economist
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Reasons for caution beyond the rally

Nonetheless, we see reasons for sober thinking about the extent of any resulting
rally in markets.

One reason is the deal under discussion appears likely to come with contestable
conditions on both sides. The US wants Iran to rapidly clear mines from the SoH
and allow unrestricted, toll free shipping in return for graduated removal of
sanctions and return of frozen assets. Iran wants funds unfrozen immediately
and permanent sanctions relief. Future disagreement about adherence by either
side could emerge.

Another is that the 60-day period is expressly for negotiation about Iran’s nuclear
material and development programme. That seems to be a very ambitious time
line given that the JCPOA negotiated under the Obama Administration took two
years and yielded terms many in the current US Administration view as
excessively lenient for Iran.

Additionally, Israel's acceptance of the deal and willingness to refrain from

military action in Lebanon or even Iran is unclear. For more insights from

. S ) . our investment experts
Finally, shipping industry representatives stress that a return to pre-war shipping

volumes will take at least a month for oil and longer for gas. Shippers want
demonstration of safe transit and lower insurance rates before returning to
normal volumes.

please visit
eastspring.com/insights

Normalisation of energy supply is likely to be slow >

We judge this to imply that energy and related commodity prices will fall only
gradually this year. We continue to expect Brent crude to end the year above
$90bbl. Persistently high energy prices will maintain strain on Asia’s weaker trade
balances in India, Indonesia, and the Philippines. Crucially, it will sustain a large
cost shock even as there is support from Asian export growth from the global Al
capex boom. This points to a greater likelihood of energy inflation feeding into
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broader core goods inflation in many countries, including the United States.
We expect monetary policy in Asia will continue turning more hawkish.

- We expect the Bank of Japan to raise its policy rate 25bps in July and
signal the possibility of another hike late this year versus market pricing
of 38bps of hikes this year.

- We see IDR weakness driving another 50bps of hikes from Bank
Indonesia.

- We agree with the market pricing of 100bps of further hikes in the
Philippines.

- We expect the Bank of Korea to shift to a hawkish policy stance in the
next month or two and to hike 50bps in H2, in line with market pricing.

- InIndia we expect only 50bps of rate hikes in H2 vs. market pricing for
86bps.

This outlook for policy tightening is contingent on Asian currencies remaining
weak. Stabilisation and a shift back towards appreciation in IDR and INR would
stall the outlook for rate hikes and might forestall a Korean hike.

How Asian currencies trade will depend not just on oil prices, but also direction of
the USD vs. the major currencies and that will depend on new Federal Reserve
Chairman Kevin Warsh.

Welcome to the Kevin Warsh Fed

Kevin Warsh was signed in as the 17™ Chair of the Federal Reserve (Fed) last

Friday, likely ushering in significant changes to Fed policy over time. As it stands,
markets now price a 76% probability that the Fed will hike rates by year-end and
a 113% probability by March 2027 (i.e. 28.5bps of hikes priced). Yet US President
Trump appears to have chosen Warsh in hope that he will cut rates. So what do
Warsh's prolific speeches and interviews suggest about how he will run the Fed?

Warsh has argued recently for the Fed to stick to a narrow remit of a focus on
price stability as the “condition precedent” to employment rather than “mission
creep” of setting policy to attempt to effect social objectives.

He appears to prefer a rules-based approach to monetary policy, for example,
something like a Taylor Rule that determines the Fed Funds rate formulaically as
a tradeoff between inflation and unemployment, rather than data driven
discretion. Most Taylor Rule models suggest the Fed Funds rate is currently too
low, not too high.

His strongest view appears to be opposition to Fed “Quantitative Easing”. He
describes Fed security purchases as “fiscal policy in disguise”, enabling otherwise
unsustainable deficits and debt issuance. He argues these security purchases
disproportionately benefit the minority of the population that are financial asset
owners at the expense of generating inflation that taxes the majority of the
population that are wage earners with little or no financial assets. He further
argues this has led the Fed to focus excessively on financial market performance
over performance of the real economy.
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Yet Warsh has said the Fed should work with the Treasury in a new Fed-Treasury
accord. The Fed should be independent in its judgments about inflation, but
willing to work with Treasury about the USD dollar, payment systems, and bank
regulation.

Finally, he has recently argued that the Al boom will increase productivity growth
and be structurally disinflationary and may justify pre-emptive rate cuts.

This mix of views has led him to argue for a monetary policy reset. One pillar of
this is reducing the Fed's holdings of Treasuries and MBS. Another is offsetting
the contractionary impact of security sales with cuts to the Fed Funds rate.

Yet Warsh enters the Fed at a time of institutional support for its large balance
sheet and “ample reserve framework” and an FOMC that is turning hawkish,
increasingly guiding to the possibility of a rate hike. How rapidly Warsh can win
influence and shift FOMC views is uncertain, but we expect markets to bias risk
around pricing of the Federal Funds rate in his favour as he begins to make his
views known.
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Market Review

Global equity markets witnessed a broadly positive trend over the week, supported by gains across major developed and emerging markets.
MSCI AC World Index increased by 1.2%, while the US equities posted moderate gains with the S&P 500 rising 0.9%. However, the Nasdaq
underperformed broader US markets, advancing only 0.5% during the week. European equities outperformed developed peers with the MSCI
Europe gaining 2.8%. Asian markets delivered mixed performance and the MSCI Asia Pacific ex Japan index rose 1.0%. Emerging Markets

equities remained resilient, advancing 1.1%.

US treasury yields declined 0.5% during the week while Global government bonds increased by 0.4% over the week. The US Dollar index

remained flat while Gold fell significantly by 0.9% over 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 4.57 -0.50 6.47 11.92 0.42 10.09 4.67 3.95
10 Year Bond Yield (%)

Japan 2.76 2.14 15.07 31.31 76.39 33.53 2.80 1.40
China 1.75 -0.79 0.81 -3.26 3.61 -5.96 1.93 1.63
Australia 4.93 -2.97 -0.73 4.06 10.13 3.49 5.12 4.10
Singapore 213 -0.75 2.06 8.75 -16.13 -4.36 2.54 1.75
Malaysia 3.61 0.84 1.46 2.53 0.72 3.38 3.65 3.36
Indonesia 6.74 0.42 1.49 432 -1.56 10.10 6.96 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 93.25 0.37 -0.86 -2.19 -0.05 -1.48 95.69 92.66
Bloomberg U.S. Aggregate USD 92.39 0.24 -1.29 -2.52 1.94 -1.79 95.21 90.63

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

Equity Indices

52 week high 52 week low
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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 of 22 May 2026. Equities: using MSCI 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 of 22 May 2026. Equities: MSCl 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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