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Inflation concerns but macroeconomic backdrop is

different from 2022

While Middle East tensions have eased, oil supply disruptions remain. Investors should
remain invested, as markets continue to view the shock as largely transitory.

‘ What you can do

Stay invested but maintain a diversified portfolio, as time in the market has consistently led to better returns than
trying to predict short-term movements around geopolitical events.

- Geopolitical tensions in the Middle East have eased in >
recent weeks, reducing the threat of imminent escalation.
However, energy supply disruptions persist and could
keep oil prices elevated in the near term, as the Strait of
Hormuz remains effectively shut and damaged energy
infrastructure in the region may take time to repair.
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- Market indicators suggest investors assess the impact
as largely transitory. The US Treasury yield curve shows
the 2-year yield rising more than the 10-year (Figure 1),
reflecting near-term inflation concerns, while
longer-term inflation expectations remain relatively .

stable. Oil futures also indicate investors do not expect
a prolonged energy price shock.

While this remains the base case, tail risks should not be
ignored. Prolonged supply constraints could keep energy
prices higher for longer, as seen in 2022, when oil prices
remained above USD 100 per barrel for around six
months, raising sustained inflation concerns.

That said, today’s backdrop is different. Interest rates are
higher, labour markets less tight, and fiscal support more
targeted, helping limit second-round inflation effects and
reducing the risk of a stagflation-like outcome where
inflation surges while economic growth slows.

As such, while inflation is a concern in the short term,
it is important to maintain a diversified portfolio and
stay invested, as timing markets around geopolitical
events has historically proven to be difficult.

Figure 1:

US Treasury yield curve suggests inflation impact will be transitory and different from 2022
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Income still matters

Geopolitical tensions have raised concerns of a delay in interest rate cuts, but investors
should take advantage of the opportunity to secure higher investment income.
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What you can do

Income-focused strategies are increasingly important as they can provide stability amid uncertainties, but it is
prudent to prioritise high-quality income-generating assets.

Recent developments in the US-Iran conflict highlight
how quickly geopolitical events can disrupt markets
and reshape investor expectations. Rising energy
prices have lifted inflation expectations, prompting
markets to reassess the outlook for monetary policy.

At the end of 2025, investors expected the Federal
Reserve (Fed) to deliver two rate cuts by the end of this
year. However, expectations have been volatile amid
the ongoing Middle East conflict, with expectations
fluctuating between the three scenarios of rate hike,
rate cut and no policy change for the remainder of the
year. A similar repricing was seen for the European
Central Bank (ECB), where expectations shifted from a
rate-cutting cycle towards potential policy tightening
(Figure 2).

- Despite this volatility, UOB's house view is the Fed is

still expected to eventually deliver one rate cut this
year. However, the timing of a rate cut may be delayed
to the fourth quarter, given the resilience of the US
economy. Recent labour market data suggests
conditions are softening but not deteriorating sharply,
while artificial intelligence (Al) structural growth
themes continue to support earnings, especially in
sectors with stronger pricing power that can better
absorb higher costs.

In this environment, income-focused strategies
comprising investment grade bonds and high-quality
dividend paying stocks become increasingly important,
as they can provide stability amid uncertainties. Amid
attractive yields, investors should take advantage of
the opportunity to secure higher investment income.

Figure 2:

Interest rate expectations shifted quickly due to the Middle East conflict
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Asia’s resilience supported by technology cycle

Asian stock markets have rebounded despite elevated energy prices, supported by
resilient macroeconomic conditions and strong technology demand.

‘ What you can do

Asia continues to play an important role in investment portfolios, where technology-oriented markets in the

region are expected to benefit from long-term innovation and sustained demand.

Asian stock markets rebounded in April, supported by - Beyond cyclical strength, structural drivers, particularly
easing geopolitical tensions and growing hopes of de- technology, continue to support the region. Demand for
escalation in US-Iran tensions. However, uncertainty Al, semiconductors, and digital infrastructure remains
remains, as a durable resolution may take time and robust. North Asian economies such as South Korea
damage to energy infrastructure could take months to and Taiwan continue to play a central role in the global
repair, leaving energy supply risks in place. technology supply chain, while fiscal measures and

. . ., . government subsidies across several Asian economies
Despite these risks, Asia’s macroeconomic backdrop . X .

. o X ot help cushion the impact of higher energy costs.
remains resilient. The latest purchasing managers' index
(PMI) remains in expansion territory, while forward- - Against this backdrop, Asia continues to play an

looking indicators, such as new export orders, also point
to continued strength. As a proxy for trade activity,
export orders remain above the 50 threshold, indicating

important role in investment portfolios. In particular,
investors can seek exposure to Asian technology
companies that are expected to benefit from long-term

ongoing growth momentum, particularly in economies innovation and sustained demand.

linked to the technology cycle (Figure 3).

Figure 3:
New export orders in Asia’s technology-oriented markets remained strong

60
55

50

45
__40

35

30
2022

2023 2024 2025 2026

— Taiwan
— 50 Line

— Korea
— NBS China

— RatingDog China
Singapore

Source: J.P. Morgan Economic Research, National Bureau of Statistics of China, S&P Global, J.P. Morgan Asset Management.
PMIs are relative to 50, which indicates deceleration (below 50) or acceleration (above 50) of the sector.
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Right By You

IMPORTANT NOTICE AND DISCLAIMERS:

The information contained in this publication is given on a general basis without obligation and is strictly for information purposes only.
This publication is not intended to be, and should not be regarded as, an offer, recommendation, solicitation or advice to buy or sell any
investment or insurance product and shall not be transmitted, disclosed, copied or relied upon by any person for whatever purpose. Any
description of investment or insurance products, if any, is qualified in its entirety by the terms and conditions of the investment or insurance
product and if applicable, the prospectus or constituting document of the investment or insurance product. Nothing in this publication
constitutes accounting, legal, regulatory, tax, financial or other advice. If in doubt, you should consult your own professional advisers
about issues discussed herein.

The information contained in this publication, including any data, projections and underlying assumptions, are based on certain
assumptions, management forecasts and analysis of known information and reflects prevailing conditions as of the date of the publication,
all of which are subject to change at any time without notice. Although every reasonable care has been taken to ensure the accuracy and
objectivity of the information contained inthis publication, United Overseas Bank Limited ("UOB") and its employees make no representation
or warranty of any kind, express, implied or statutory, and shall not be responsible or liable for its completeness or accuracy. As such, UOB
and its employees accept no liability for any error, inaccuracy, omission or any consequence or any loss/damage howsoever suffered by
any person, arising from any reliance by any person on the views expressed or information contained in this publication.

Any opinions, projections and other forward looking statements contained in this publication regarding future events or performance of,
including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ from actual events or results.
The information herein has no regard to the specific objectives, financial situation and particular needs of any specific person. Investors
may wish to seek advice from an independent financial advisor before investing in any investment or insurance product. Should you
choose not to seek such advice, you should consider whether the investment or insurance product in question is suitable for you.

This material issued by United Overseas Bank Limited may be based in full or part on information sourced from J.P. Morgan Asset
Management and may not represent views of the source in its entirety. Such information is educational in nature, should not be construed
as research or advice and is not tailored for any specific recipient’s objectives.

Copyright © 2026 United Overseas Bank Limited. All Rights Reserved.
United Overseas Bank Limited Co. Reg. No. 1935000267



