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Hormuz clash pauses market rally

Macro headlines

The fragile truce in the Middle East collapsed further on Monday as the US and Iran launched new attacks
in the Gulf, each attempting to assert control over the Strait of Hormuz through dueling maritime blockades.
The escalation included strikes on multiple vessels and a UAE oil port, marking the most significant
deterioration since the ceasefire four weeks ago. US Treasury Secretary Bessent urged allies — including
China — to join a US-led naval escort operation, even as he claimed Washington has “total control” of the
waterway. Trade tensions resurfaced as the EU’s top negotiator prepared to meet his US counterpart in
Paris following President Trump’s announcement of higher tariffs on European cars. Meanwhile, the UAE
signaled that its currency swap discussions with the US are about joining the Fed'’s liquidity line club, not a
request for financial support — an important signal for markets watching Gulf capital flows. UAE’s Mubadala
reaffirmed its commitment to US investments, easing concerns that regional sovereign funds might retrench
due to the war. Global manufacturing momentum strengthened at the start of Q2. The J.P. Morgan Global
Manufacturing PMI rose to 52.6, its highest since March 2022, with gains in new orders, output, and supplier
delivery times. But price pressures intensified, and employment fell for a second month. In the US, factory
orders surged 1.5% m/m, driven by electronics demand tied to the Al investment boom. Australian
household spending rose at its fastest pace in two years due to gasoline-price spikes, while Turkish inflation
accelerated to 32.37% yly, underscoring the war’s spillover effects.

Market performances

Markets sold off on Monday as Iran escalated its military campaign, striking ships in the Strait of Hormuz
and igniting a fire at a UAE oil port. Brent rose 5.8% to USD114.44/bbl, while WTI climbed 4.4% to
USD106.42/bbl. The surge reflected both immediate supply disruption and fears that the conflict could widen
after President Trump pledged that the US Navy would “force the strait open.” US equities fell, with the Dow
down 1.13%, the S&P 500 off 0.41%, and the Nasdaq down 0.19%. Oil above USD100/bbl is increasingly
weakening the cushion provided by the fiscal stimulus from 2025 tax cuts. European equities also declined,
led by German automakers after Trump’s tariff announcement. Gulf markets closed slightly higher on hopes
of diplomatic progress, though the conflict's trajectory remains uncertain. Bond markets turned sharply
hawkish. Rising oil prices pushed yields higher, with the US 10 year at 4.438%. Markets no longer expect
Fed cuts this year and have once again begun pricing potential hikes from the ECB and Bank of England.
Currency markets were volatle on Monday. The yen swung sharply amid speculation of Japanese
intervention. The dollar index rose to 98.37, while gold fell to USD4,510/0z.

What’s next

Tuesday brings a heavy slate of services and composite PMI releases across major economies, alongside the US
ISM non manufacturing index, March new home sales, JOLTS job openings, building permits, and the trade
balance. Canada also reports its March trade data. Switzerland publishes April inflation, while Asia sees April CPI
from the Philippines, Q1 GDP from Indonesia and Hong Kong, and Australia’s interest rate decision. Fed Vice
Chair Barr and UK regulator Woods speak at Oxford, and G7 trade ministers meet in Paris. Earnings include AMD,
Anheuser Busch InBev, Arista Networks, Cummins, Eaton, Emerson, HSBC, KKR, Leonardo, PayPal, Pfizer,
Shopify, UniCredit, Westpac, and others. Markets will focus on whether the surge in oil prices forces central banks
into a more hawkish stance, whether Japan intervenes again to stabilize the yen, and whether geopolitical
escalation in Hormuz continues to drive risk sentiment.
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Global markets’ performance snapshot
Performance snapshot*
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Source: Bloomberg, and ADCB Asset Management | Notes: *Data as at 8AM UAE time — May 05, 2026 unless stated otherwise.

Performance in local currency.
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Disclaimer

ADCB Asset Management Limited (“AAML”), is a member of ADCB Group, licensed by Financial Services Regulatory Authority in Abu
Dhabi Global Markets under financial services permission number 170036.

This publication is intended for general information purposes only. It should not be construed as an offer, recommendation or solicitation
to purchase or dispose of any securities or to enter in any transaction or adopt any hedging, trading or investment strategy. Neither this
publication nor anything contained herein shall form the basis of any contract or commitment whatsoever. Distribution of this publication
does not oblige ADCB Group to enter into

transaction.

The content of this publication should not be considered as legal, regulatory, credit, tax or accounting advice. Anyone proposing to rely
on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and
suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding
information contained in this publication. Investment products are not available to US persons.

Information and opinions contained herein is are based on various sources, including but not limited to public information, annual reports
and statistical data that AAML considers accurate and reliable. However, AAML makes no representation or warranty as to the accuracy
or completeness of any statement made in or in connection with this publication and accepts no responsibility whatsoever for any loss
or damage caused by any act or omission taken as a result of the information contained in this publication. This publication is intended
for customers who are either retail or professional investors.

Charts, graphs and related data or information provided in this publication are intended to serve for illustrative purposes only. The
information contained in this publication is prepared as of a particular date and time and will not reflect subsequent changes in the
market or changes in any other factors relevant to their determination. All statements as to future matters are not guaranteed to be
accurate. AAML expressly disclaims any obligation to update or revise any forward looking statement to reflect new information, events
or circumstances after the date of this publication or to reflect the occurrence of unanticipated events.

ADCB Group does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services to
the companies covered in its publications. As a result, recipients of this publication should be aware that any or all of foregoing services
may at time give rise to a conflict of interest that could affect the objectivity of this publication. Opinions expressed herein may differ
from opinions expressed by other businesses or affiliates of ADCB Group.

Past performance does not guarantee future results. Investment products are not bank deposits and are not guaranteed by ADCB
Group. They are subject to investment risk, including possible of loss of principal amount invested. This publication may not be
reproduced or circulated without ADCB Group written authority. The manner of circulation and distribution may be restricted by law or
regulation in certain jurisdictions. Persons who come into possession of this document are required to inform themselves of, and to
observe such restrictions. Any unauthorized use, duplication, or disclosure of this document is prohibited by law and may result in
prosecution.
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