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Overview

+ History shows US equities typically digest geopolitical shocks quickly; average S&P 500 peak-to-trough
decline ~8%, with 12-month returns usually recovering most losses.

+  We stay overweight US and EM equities, monitor key supports, keep Japan and Europe neutral, treat fixed
income as a portfolio stabiliser, and remain selective in private assets.

« 2026 S&P 500 earnings growth about 12%-14%; liquidity still ample despite Fed runoff; rates likely gliding

lower; policy makers have proven crisis dexterity.

« Key risks: conflict expansion beyond Middle East and attacks on subsea infrastructure; hawkish Fed;

corporate "Al-washing” layoffs lifting unemployment.

What is our stance today?

We maintain our overweight stance on equities in US
and EM. Key technical levels such as the 200-day
moving average will be tested on the S&P 500. If it
does break below, depending on the reasons it
breaks below that support level, we could also test
the previous highs achieved pre-liberation day.

US overweight: We hold our overweight call, premised
on robust corporate earnings with SPX EPS +12% to
14% for 2026E. Recent bottom-up ranges for 2026 sit
around low- to mid-teens.

EM overweight: China has been a slight
disappointment, but the light positioning helps
investors build for a longer-term horizon. South Korea
and Taiwan remain solid on fundamentals but look a
tad too hot on speculative behaviour.

JP neutral: Recent outperformance has pushed
valuations back to ~20-year highs (excluding Covid)
amid BOJ tightening risks. We see unfavourable risk-
reward for beta-market players but acknowledge
there are niche opportunities within Japan.

EU neutral: We remain positive on Defence and Banks
but acknowledge investor crowding can be an issue.
Fixed income: Spreads have been very tight. We see
buy-on-dip opportunities following recent spread
widening. In the longer term, we iterate that fixed
income remains a stabiliser, not a driver of returns.
Private credit: The software shake-out will likely
remain topical with funds gating redemptions.
However, if investors choose the right managers, total
absolute performance is unlikely to be an issue in the
24-36-month time frame. We have seen this with a
large real-estate fund previously, and today's
private-credit noise somewhat rhymes with history.

Why are we maintaining our equity overweight?

History says markets refocus. Past geopolitical shocks
have tended to shift from headlines to fundamentals
over time. The present episode should rhyme, not
repeat. Geopolitical conflicts do not typically impact
financial markets in the US for prolonged periods.
Peak to trough S&P500 declines are about 8% on
average with subsequent 12-month performance
recovering most of the decline.

Figure 1: Geopolitical events and market impact

JPY vs. CHF vs.

Geopolitical event Date S&P 500 US 10y Gold Oil USD EUR DXY
Yom Kippur Oct-73 -14% 1% -10%  36% -5% 0% 6%
Soviet invasion Afgh. Jon-80 = -16% 5% [32%] 3% 3% 2% 8%
Falklands Apr-82 -13% 3% 0% 0% -12% -4% 10%

Iraq invades Kuwait Aug90  -14% 4% 11% (B4R 0% 6% 2%
Gulf war Jan-91 -5% -1% 2% 6% 0% 5% 2%

9/11 Attacks Sep-Ol -12% 1% 7% -8% 4% 5% -1%

US Invades Afgh.  Oct-Ol -4% 2% 1% -4% 1% 1% -1%
Iraq War Mar-03 -5% 2% 1% 15% 2% -1% -3%
Lebanon War Jul-06 -4% 1% 4% 3% -2% 1% 2%
Crimea Annexation Mar-14 -3% 2% 1% 1% 2% 0% 0%
Ukraine Invasion Feb-02 -9% 1% 12% | 38% 0% 4% 4%
Hamas Attack Israel Oct-23 -6% 0% 3% 1% 0% 0% 0%
Iran Attack Apr-24 -5% -2% 8% 0% -2% 0% 2%

US Attacks Iran Jun-25 1% 0% 0% 10% -2% 0% 1%
Average -8% 0% 0% 1% -1% 1% 2%
Median -6% % 2% 3% 0% 0% %

Hit ratio 0% 64% 1% 71% 43% 64% 64%

Source: Goldman Sachs, UOB Private Bank

Earnings fundamentals are supportive. The S&P 500 is
slated to grow 2026E earnings in the range of 12-14%
y/y. This is healthy, especially with valuations coming
off. The Mag7 mega-caps’ earnings are still growing
at high-teens despite the law of large numbers.
Encouragingly, the Other 493 (0493) in the S&P 500
are also forecast to grow at double-digit rates.
(Ranges differ by provider, but the direction of travel
is consistent.)
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Figure 2: US estimated earnings growth
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Liquidity and interest rates. We are encouraged that
liquidity remains abundant even after a large Fed
balance-sheet contraction from the peak; total assets
are around USD&.6trn today versus the 2022 high
(range of ~25-30% below peak on most measures).
US policy rates are expected to end the year in the
3.25-3.5% range, with a downward trajectory likely if
inflation stays contained and unemployment rises
gradually. Should global events turn chaotic, central
banks have a policy deftness developed through the
GFC, Eurozone Debt Crisis and Covid playbooks.

Figure 3: Financial conditions remains loose
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What could make us change our view?

Conflict broadens materially. Conflict could expand
outside of the Middle East, hitting the US and other
allied assets. While embassies are likely targets,
attacks on financial-related infrastructure like stock
exchanges would hit investor sentiment harder. Even
though valuations have come off their peaks, they are
still elevated because confidence in fundamentals
remains firm.

However, the “fear factor” that “anything can be at
risk” can result in a loss of confidence. In an extreme
case, we could see a sell-down below pre-liberation
day highs (S&P 500 at 6144). Subsea infrastructure
instability could accentuate this tail risk: >95% of
intercontinental data runs through submarine
fibre-optic cables, which carry financial transactions,
military coordination, and cloud traffic. NATO has
publicly prioritised protecting undersea infrastructure
(new networks, centres, and patrols) given recent
incidents.

Figure 4: S&P500 technical levels to watch
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Central banks turn hawkish. If price stability is
prioritised over employment once again, it could
undermine the soft-landing narrative and compress
valuation multiples. Investors should watch US
unemployment, core PCE, and Fed forward guidance.

“Al-washing” drives labour shocks. You have heard of
green-washing; welcome to “Al-washing.” This is
where companies use Al productivity as a reason to
cull the workforce, leading to a higher temporary
unemployment rate. In this regard, higher white-collar
unemployment would disproportionately  affect
consumption in the US. The underlying reasons can
often be traced to poor strategic or financial
decisions in the past. Investors, disturbingly, seem to
like it—Block cut ~40% of staff and the share price
jumped ~20-24% around the announcement.
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Subsea cable disruption at chokepoints. (they look like
garden hoses) carry over 95% of international digital
communications, including financial transactions,
military coordination, and cloud traffic. Intentional
sabotage of these cables puts modern connectivity at
risk. Publicly known chokepoints where many cables
pass together include the Suez Canal-Red Sea
corridor, Malacca Strait, the English Channel, around
the Cape of Good Hope, and the South China Sea;
NATO has repeatedly highlighted protection of
undersea infrastructure in 2023-2025.

Figure 5: Global submarine cable network

Source: TeleGeography's Transport Networks Research Service

Wars and the pursuit of energy independence

We do not condone kinetic wars, but the reality is
that large-scale wars involving Russia/Ukraine and
Iran are already happening. We believe investors
should be mentally prepared for continued kinetic
wars.

We maintain that this is not a blip, but a likely
permanent global state of affairs. In 2024, global
military spending already exceeded USD2.7trn and
has been growing at a strong clip, pointing higher
into 2030 as rearmament cycles proceed. We expect
that more ESG funds will continue to “bend their
principles” to participate in this segment.

In terms of energy security, we believe that when
push comes to shove, independence and politics
beats ESG. Therefore, if needed, coal plants will be
reactivated. At the same time, oil dependency is
structurally declining as the power system shifts;
nearly all new power growth now comes from clean
energy, reducing oil's long-term role in electricity
generation.

= The IEA's Global Energy Review 2025 notes oil's
share of total energy demand fell below 30% in
2024 (from a 46% peak ~50 years ago), and global
oil-demand growth slowed.

= Renewables provided the largest share (38%) of
global energy-supply growth in 2024.

= Renewables and nuclear supplied ~80% of the
increase in global electricity generation in 2024,
with solar contributing a record increment.

= 2025-2030 global renewable additions are
projected to be roughly double the 2019-2024
pace, with solar ~80% of growth on many
scenarios and policy sets.

Portfolio implications

Our overweight equities (US and EM) stance stands.
We remain neutral on Japan and Europe equities
(with a focus on Defence and Banks), treat fixed
income as a stabiliser, and stay selective in private
credit. We will re-evaluate our stance if the S&P500
breaks technical levels for drastic reasons, EPS
revision breadth turns decidedly negative, and policy
tone shifts hawkish. We are also vigilant on undersea
infrastructure risks and Al-washing as potential
left-tail catalysts.

Figure 6: US earnings revisions remain positive
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Figure 7: Investor positioning
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Figure 8: Valuations still high but off recent peak
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Figure 9: Oil price vs. geopolitical uncertainty
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Disclaimer

General
This document contains material based on publicly-available information. Although every reasonable care has been taken to

ensure the accuracy and objectivity of the information contained in this document, United Overseas Bank Limited (“UOB") makes no
representation or warranty as to, neither has it independently verified, the accuracy or completeness of such information (including
any valuations mentioned). UOB neither represents nor warrants that this document is sufficient, complete or appropriate for any
particular purpose. Any opinions or predictions reflect the writer's views as at the date of this document and may be subject to
change without notice.

The information contained in this document, 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 publication, all of which are subject to change at any time without notice. Past performance figures are not indicative
of future results.

Not an offer or solicitation to any particular person

This document should not be regarded as an offer or solicitation to any particular person to transact in any product mentioned.
Before deciding to invest in any product mentioned, please seek advice from your financial, legal, tax or other appropriate
advisers on the suitability of the product for you, taking into account your specific investment objectives, financial situation or
particular needs (to which this document has no regard). If you do not wish to seek such advice, please consider carefully whether
any product mentioned is suitable for you.

Risks

An investment in any product mentioned in this document may carry different risks of varying degrees, including credit, market,
liquidity, legal, cross-jurisdictional, foreign exchange and other risks (including the risks of electronic trading and trading in
leveraged products). Nothing in this publication constitutes personalised accounting, legal, regulatory, tax, financial or other
advice that regards the personal circumstances of a particular recipient. Please speak to your financial, legal or other appropriate
adviser to understand the risks involved and whether it is appropriate for you to assume such risks before investing in any product.

Any description of investment products is qualified in its entirety by the terms and conditions of the investment product and if
applicable, the prospectus or constituting document of the investment product.

Valuation

Product valuations in this document are only indicative and do not represent the terms on which new products may be entered
into, or existing products may be liquidated or unwound, which could be less favourable than the valuations indicated herein.
These valuations may vary significantly from those available from other sources as different parties may use different assumptions,
risks and methods.

No liability

To the fullest extent permitted under applicable laws and regulations, UOB and its affiliates shall not be liable for any loss or
damage howsoever arising as a result of any person acting or refraining from acting in reliance on any information, opinion,
prediction or valuation contained herein.

UOB and its affiliates involved in the issuance of this document may have an interest in the products mentioned in this document
including but not limited to, marketing, dealing, holding, acting as market-makers, performing financial or advisory services,
acting as a manager or co-manager of a public offering, of persons mentioned in this document. UOB and its affiliates may also
have alliances, contractual agreements, or broking, investment banking or any other relationships for the provision of financial
services, with any product provider mentioned in this document. UOB and its affiliates may have issued other reports, publications
or documents expressing views which are different from those stated in this document and all views expressed in all reports,
publications and documents are subject to change without notice.

Others

Unless you are notified otherwise by UOB, UOB deals as a principal in any transaction which UOB has been instructed to
effect, other than transactions relating to securities traded on an exchange, unit trusts and funds on your behalf where UOB acts
as your agent.

Singapore. This document and its contents are intended for Accredited Investors (as defined in Section 4A of the Singapore
Securities and Futures Act (Chapter 289)).

Hong Kong. This document and its contents are intended for “professional investors” (as defined in the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO") and its subsidiarity legislation) ("Professional Investors”). Shares
or debentures in a company may not be offered or sold in Hong Kong, by means of any document, other than (i) to Professional

Investors; or (ii) in other circumstances which do not result in the document being a “prospectus” within the meaning of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong)(the "CWUMPQO") or
which do not constitute an offer to the public within the meaning of the CWUMPO. Unless permitted to do so under the laws of
Hong Kong, no person may issue or have in his/her possession for the purpose of issue, or will issue, or have in his/her possession



for the purposes of issue, any advertisement, invitation or document relating to the securities, structured products or interests
in collective investment schemes whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely
to be accessed or read by, the public of Hong Kong, other than with respect to the securities, structured products or interests
in collective investment schemes that are or are intended to be disposed of only to persons outside Hong Kong, or only to
Professional Investors.

WARNING: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised
to exercise caution in relation to this document. If you are in any doubt about any of the contents of this document, you should
obtain independent professional advice.

This document may only be distributed in countries where its distribution is legally permitted. This document is not directed to any
person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such publications are prohibited
This document may contain proprietary information of UOB (or its product providers) and may not be reproduced or disseminated
in whole or in part without UOB's prior consent.

If there is any inconsistency, or any difference in meaning between the English version and any translation of this document, the
English version shall apply and prevail.

United Overseas Bank Limited. Co. Reg. No. 1935000267
United Overseas Bank Limited is a licensed bank in Hong Kong and is a registered institution in respect of Types 1 (Dealing in
Securities) and 4 (Advising on Securities) regulated activities under the SFO.
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