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Ceasefire on ‘Life Support’: oil reprices risk as diplomacy shifts to Beijing

Macro headlines

President Trump declared the Iran ceasefire “on life support,” reinforcing the view that the 10-week conflict
remains far from resolution. Tehran’s response to Washington’s proposal — demanding compensation,
sovereignty recognition over the Strait of Hormuz, an end to the naval blockade, and the lifting of sanctions
— was dismissed outright by the White House, leaving the diplomatic track stalled. With the Strait still
effectively closed, the geopolitical premium in energy markets remains elevated, and the conflictis setto
dominate the Trump-Xi summit later this week. In Washington, lawmakers proposed suspending federal
taxes on petrol and diesel after Trump endorsed the idea amid soaring fuel costs driven by the war. The
move underscoresthe domestic political sensitivity of energy inflation as the conflictdrags on. In Japan, the
Bank of Japan’s April meeting minutes revealed a more hawkish spliton the board, with some policymakers
arguing for a near-term rate hike and one explicitly flagging June as a possibility. The oil shock from the Iran
war has intensified inflation concerns, and the BOJ’s stance is shifting accordingly. Separately, Japan and
the US reaffirmed close cooperation on FX stability and intervention, signaling continued alignment after
recent yen support operations. UK politics remain unsettled. Prime Minister Starmer faced escalating
pressure as four ministerial aides resigned, and more than 70 Labourlawmakers publicly called for him to
step down. His appeal for another chance appears to have gained little traction, raising the risk of deeper
instabilitywithin the governing party. Elsewhere, South Korea floated the idea of an “Al dividend” funded by
taxes on Al-related profits, reflecting growing pressure to redistribute gains from the sector’s rapid
expansion. In the US, existing home sales fell 3.6% m/m in March to an annualized 3.98m units, with
declines across all regions. Despite weaker volumes, the median price hit a record high for March,
underscoring persistentsupplytightness. Norway's core inflation rose to 3.2% yly, supporting expectations
of further rate hikes from the Norges bank. China’s CPl remained stable, but PPl surged to 2.8% y/y on
rapid oil passthrough and Al-related demand, with early signs of costtransmission into midstream sectors.
Saudi Aramco warned that global gasoline and jet fuel stocks could reach “critically low levels” if Hormuz
remains closed. In corporate news, Alphabetis planningits firstyen-denominated bond sale.

Market performances

Markets traded cautiously but constructively on Monday as investors balanced geopolitical risk with
anticipation of the Trump-Xi meeting. The S&P 500 rose 0.19%to 7,412.84 and the Nasdaq gained 0.10%
t0 26,274.13 —both record closes —while the Dow added 0.19%. Global equitybenchmark rose 0.22%, and
the STOXX 600 closed slightly higher. Qil prices rallied sharply after Trump’s comments reignited supply
fears. Brent rose 2.88% to USD104.21/bbl and WTI climbed 2.78% to USD98.07/bbl. With the Strait of
Hormuzstill effectively closed and no diplomatic progress in sight, traders priced in a prolonged disruption.
Gulf equity markets reflected this uncertainty, with mostbourses ending lower on Monday. In FX, the dollar
retreated from session highs. The dollarindexslippedto 97.96, the euro held nearUSD1.1777,and the yen
weakenedto 157.23 per dollar. Sterling softened to USD 1.361 as UK political instabilitydeepened. Rates
markets reflected inflation anxiety. The US 10 year yield roseto 4.41%, the 30 year to 4.9835%, and the 2
year to 3.952% — consistent with oil driven inflation expectations. Japan’s 10 year government bond yield
has alreadytouched a 29 year high ahead of today's auction, adding further focus to the BOJ’s hawkish
shift. Gold rose 0.45% to USD4,735/0z as investors balanced geopolitical risk with anticipation of US
inflation data later this week. Overall, markets remain in a holding pattern: equities grinding higher on
earnings momentum, oil repricing geopolitical risk, and FX trading narrow ranges ahead of the Trump-Xi
summit.

What'’s next

Tuesday’s focus is on April US inflation, the monthly budget statement, Brazil's April inflation, Mexico’s March
industrial production, and the US S&P Global Investment Manager Index. Europe releases Germany’s May ZEW
sentiment, April inflation, Kaly’s March industrial production, and Ireland’s April services PMl. In APAC, India
publishes inflation, Australia releases NAB business confidence and Westpac consumer confidence, and Japan
reports March household spending. Central bank speakers include the Bank of England’s Woods and the Federal
Reserve’s Goolsbee. Earnings include Bayer, Franco Nevada, Greggs, Imperial Brands, KBC, Marston’s,
Panasonic, Petrobras, Sumitomo Hectric, Thyssenkrupp, Uniper, and Vodafone.
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Global markets’ performance snapshot

Performance snapshot*

Rates Latest 1D (bp) 1M (bp) 3M (bp)
SOFR 3.60 0.00 -2.00 -4.00
UAE Eibor3m 3.84 -1.50 2.23 28.00
UAE Eibor12m 4.01 -1.24 11.91 35.29
US 3m Bills 3.68 0.00 -0.46 0.68
US 10yr Treasury 441 5.93 12.03 20.74
German 10yr Bund 3.04 3.50 -4.40 19.80
UK 10yr Gilt 5.00 8.60 9.40 48.40
Fixed Income 1D (%) 1M (%) 3M(%)
Global Agg. Index 504 -0.21 1.35 -0.21
Global Treasuries 209 -0.26 1.42 -0.39
Global Corporate 305 -0.16 1.23 -0.43
EM USD Sovereign 465 -0.09 2.53 0.68
EM LCY Sovereign 166 -0.12 1.83 0.83
Global High Yield 1,895 0.00 2.38 0.76
Currencies

Dollar Index 97.96 0.06 -1.91 0.33
EUR USD 1.1783 -0.03 1.62 -0.27
GBP USD 1.3610 -0.15 2.40 -0.01
UsD JPY 157.19 0.33 -1.52 -0.02
Equities

S&P 500 7,413 0.19 12.03 6.93
Dow Jones 49,704 0.19 6.70 -0.82
NASDAQ 26,274 0.10 19.33 14.08
STOXX 600 613 0.11 3.76 -0.70
DAX 24,350 0.05 6.23 -1.50
Nikkei 225 62,418 -0.47 16.82 15.05
FTSE 100 10,269 0.36 -0.77 -0.97
SENSEX 76,015 -1.70 1.87 -9.05
Hang Seng 26,407 0.05 5.14 -0.58
MSCI World 4,765 0.17 10.11 5.22
MSCI EM 1,724 0.74 18.11 14.44
Regional Equities

ADX 9,788 -0.53 2.00 -7.34
DFM 5,820 -1.39 7.70 -13.01
Tadawul* 11,158 0.39 -3.42 3.55
DSM* 10,631 -0.30 -0.78 -0.64
MSM30* 8,314 -0.21 -0.28 12.68
BHSE* 1,929 -0.22 -0.48 -2.72
KWSE* 8,824 -0.59 -0.89 3.20
Commodities

BBG CommodityIndex 141.2 2.02 2.44 19.70
Brent USD/bbl 104.21 2.88 -4.63 53.14
WTI USD/bbl 98.07 2.78 -13.17 54.32
Gold USD/t oz 4,736.2 0.44 0.63 -4.60
Silver USD/t oz 86.1 7.12 17.88 10.56
Platinum USD/toz 2,135.3 3.72 8.88 154
Aluminum 3,651.2 2.48 3.13 18.95
Copper USD/MT 13,673.0 1.70 11.60 6.49
Digital Assets

Bitcoin 81,804.8 2.10 18.03 16.34
Ether 2,337.6 1.35 10.52 13.88
Solana 97.7 6.03 19.20 10.93
XRP 15 4.33 11.78 1.04
Volatility

VIX 18.38 6.92 -28.70 3.49
MOVE 70.74 5.19 -14.92 11.19

Source: Bloomberg, and ADCB Asset Management | Notes: *Data as at 8AM UAE time — May 12, 2026 unless stated otherwise.
Performance in local currency .
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Disclaimer

ADCB AssetManagementLimited (“AAML”), is amemberof ADCB Group, licensed byFinancial Services Regulatory Authority in Abu
Dhabi Global Markets under financial services permission number 170036.

This publication isintended for general information purposes only. Itshould notbe construed as an offer, recommendationor solicitaton
to purchase or dispose of anysecurities orto enterin any transaction or adoptany hedging, trading or inve stment strategy. Neither this
publication nor anything contained herein shall form the basis of any contractor commitmentwhatsoever. Distribution ofthis publicaton
does notoblige ADCB Group to enterinto

transaction.

The contentof this publication shouldnotbe considered aslegal, regulatory, credit, tax or accounting advice. Anyone proposingtorely
on or use the information contained in the publication shouldindependently verify and check the accuracy, completeness, reli abilityand
suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding
information contained in this publication. Investmentproducts are notavailable to US persons.

Information and opinions contained herein is are based on various sources, including butnotlimited to publicinformation, annual reports

and statistical data that AAML considers accurate and reliable. However, AAML makes no representationor warrantyas to the a ccuracy
or completeness ofany statementmade in orin connection with this publication and accepts no responsibilitywhatsoever for any loss

or damage causedbyany act or omission taken as aresultofthe 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 o nly. 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 relevantto their determination. All statements as to future matters are not guarantee d to be
accurate. AAML expresslydisclaims anyobligation to update orrevise any forward looking statementto reflectnew information, events
or circumstances after the date of this publication or to reflect the occurrence of unanticipated events.

ADCB Group does and mayat any time solicitor provide commercialbanking, investmentbanking, credit, advisoryor other services to
the companies covered inits publications. As aresult, recipients ofthis publication should be aware thatanyor 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 byother 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 subjectto investmentrisk, 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 dis tribution maybe 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 documentis prohibited by law and may resultin
prosecution.

investmentstrategy@adcb.com




