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Clashes Between Israel and Iran:
What Impact on Our Investment Strategy?

The recent clashes between Israel and Iran serve as a stark reminder of how geopolitical tensions can weigh
on financial markets and the global economic outlook. While this conflict adds a new layer of uncertainty to
an environment characterised by global challenges, we continue to closely monitor its potential impact on oil
prices, inflation, and economic growth. In this context, our analysis examines various potential scenarios for
how the situation could unfold, reaffirming our commitment to managing your portfolios with the right
balance of prudence and conviction. As investors, it is essential to navigate these turbulent times with a long-
term perspective, bearing in mind that opportunities can emerge even in a climate of uncertainty.

We are now on the seventh day since the start of hostilities, and our first thoughts go out to the victims of this
conflict, who add to the many casualties of the war in Ukraine. Our hope, along with that of the international
investment community, is that these conflicts will be resolved peacefully.

This edition of CIO Perspectives focuses on the potential impacts of the conflict on oil prices, inflation, and,
consequently, our investment strategy. To provide context for our perspective, we find it valuable to share the
analysis from our colleagues at Amundi Institute, which highlights several potential scenarios for how the conflict
may evolve. Israel has struck Iran's military and nuclear capabilities, but without military support from the United
States, it is unlikely that Israel could permanently destroy these capabilities. In the worst-case scenario, Iran might
choose to escalate asymmetrically in the Strait of Hormuz. In the optimistic scenario, diplomacy remains an open
avenue, with Iran viewing it as its best option for survival. Finally, there is the possibility that Israel might aim to
destabilise the Iranian regime—potentially with the goal of toppling it—by targeting domestic infrastructure, thereby
increasing the risk of public unrest.

The market impact of each of these scenarios could be summarised as follows: an asymmetric escalation might lead
toasignificantrisein oil prices, with knock-on effects on global inflation and economic growth. If diplomacy prevails,
markets could see reduced volatility and stabilisation in oil prices. Attacks on Iran's domestic infrastructure could
increase market volatility, particularly in the energy and commodities sectors. These impacts are summarised in
Table 1.



Table 1: Scenarios for the Evolution of the Conflict Between Israel and Iran and Possible Market Impacts

Iran/Israel Scenarios

I Scenarios and possible evolutions Market implications

Iran opts for diplomacy to survive before Israel/US decimates its nuclear/military capabilities.
Talks follow Tlsteissairmceir s Market calms as escalation risk
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Only Iran/Israel:

Iran avoids wider regional involvement to keep talks possible and reduce regime change risk. Higher risk for oil, but still contained

Retaliates enough to ‘save face’ but avoids major regional escalation. if oil sites are not directly targeted.
Risk spikes if Strait of Hormuz is targeted.
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escalation ’ contagion possible (Jordan, Lebanon,
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Iran escalates aggressively with nothing to lose.
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regional escalation scenario,

escalation Iran retaliates by targeting Israel's nuclear facilities.

Source: Amundi Investment Institute, internal elaboration. Data as of 13 June 2025. These scenarios are most likely, not exhaustive,

Let us focus on the scenario of asymmetric escalation resulting from severe disruptions to traffic in the Strait of
Hormuz, particularly on the impact that a new surge in oil prices could have on inflation. It is worth recalling that the
1970s and 1980s experienced two successive oil shocks, and consequently, two successive inflationary episodes—
the second of which was referred to as the "inflation echo." Some fear that after an initial inflation episode in 2021~
2022, a second episode—a new "inflation echo"—could arise from the hostilities that began on the night of 12 to 13
June.

For oil prices to have a significant impact on inflation, we would need to see a price rise similar to that observed in
2022, when the market feared that sanctions imposed on Russia would create a shortage of crude oil, destabilising
the precarious balance between supply and demand. At that time, the price of Brent crude surpassed 120 dollars per
barrel. This increase added to the post-lockdown surge in the prices of manufactured goods and triggered second-
round effects that pushed inflation in the United States above 9%. Since then, the situation has normalised, and US
inflation has fallen, standing at 2.4% as of May.

What likelihood should we assign to the closure of the Strait of Hormuz and the potential "inflation echo” that would
follow? In our view, itis low. Iran's ability to leverage threats to oil transit through the Strait of Hormuz has diminished
because, as shown in Chart 2, the United States and the European Union have become less reliant on energy imports
from Gulf nations, unlike China. If Iran were to attempt to block the Strait of Hormuz, it would primarily impact China’s
economy—a strategic partner—rather than that of the United States. This shift in paradigm has resulted in relative
stability in the oil market over the past three years, despite numerous tensions in the Middle East. Reflecting the low
probability of such a scenario, our colleagues at Amundi Institute have maintained their target price for Brent crude
at 68 dollars per barrel by 2026, while acknowledging upside risks in the event of further escalation.



Chart 2: Crude Oil Exports from Persian Gulf Countries to the United States, the European Union, and China
(in thousands of barrels per day)
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For several months now, we have been expecting US inflation to accelerate, particularly in the goods component,
over the coming months due to rising tariffs. However, we anticipate this rebound to be temporary, as the labour
market has significantly rebalanced since the inflationary shock of 2022, which should limit second-round effects
on inflation. Thus, barring an escalation in the Strait of Hormuz, inflation is expected to converge towards its target
by the end of 2026. Consequently, we believe the Federal Reserve (Fed) is likely to carry out the two additional rate
cuts in 2025, followed by two more in 2026, as we have forecast since last year, prioritising caution regarding the
slowdown in employment over the temporary inflation peak we expect at the end of the year.

It is worth noting that we took advantage of the stock market rebound in April to reduce our equity exposure. This
tactical move aimed to manage risks in a persistently unpredictable geopolitical environment. That said, we maintain
a significant weighting in equities and continue to believe that 2025 could be a favourable year for equity markets,
supported by decent earnings growth and a gradual monetary easing.

W Alexandre DRABOWICZ
3> Global Chief Investment Officer
’/’;\‘, Jérome VAN DER BRUGGEN
‘J) Chief Investment Officer Private Banking, Degroof Petercam



DISCLAIMER

This document entitled “CIO Perspectives” (the “Publication”) is issued for marketing communication only.

The languages in which it is drafted form part of the working languages of Indosuez Wealth Management.
The information published in the Publication has not been reviewed and is not subject to the approval or authorisation of any requlatory or market authority whatsoever, in whatever jurisdiction.

The Publicationis not intended for oraimed at the persons of any country in particular. The Publication is not intended for persons who are citizens, domiciled or resident ina country or jurisdiction
in which its distribution, publication, availability or use would contravene applicable laws or regulations. This document does not constitute or contain an offer or an invitation to buy or sell any
financial instrument and/or service whatsoever. Similarly, it does not, in any way, constitute a strategy, personalised or general investment or disinvestment recommendation or advice, legal or
tax advice, audit advice, or any other advice of a professional nature. No representation is made that any investment or strategy is suitable and appropriate to individual circumstance or that any
investment or strategy constitutes a personalised investment advice to any investor.

Therelevantdateinthis documentis, unless otherwise specified, the editing date mentioned on the last page of this disclaimer. The information contained herein are based on sources considered
reliable. We use our best effort to ensure the timeliness, accuracy, and comprehensives of the information contained in this document. All information as well as the price, market valuations and
calculations indicated herein may change without notice. Past prices and performances are not necessarily a guide to future prices and performances.

The risks include, amongst others, political risks, credit risks, foreign exchange risks, economic risks and market risks. Before entering into any transaction, you should consult your investment
advisor and, where necessary, obtain independent professional advice in respect of risks, as well as any legal, requlatory, credit, tax, and accounting consequences. You are advised to contact
your usual advisers in order to make your decisions independently, in light of your particular financial situation and your financial knowledge and experience Foreign currency rates may adversely
affect the value, price or income of the investment when it is realised and converted back into the investor's base currency.

CA Indosuez a French company, the holding company for the Crédit Agricole group’s wealth management business, and its related subsidiaries or entities, namely CA Indosuez (Switzerland) SA,
CA Indosuez Wealth (Europe), CFM Indosuez Wealth, their respective subsidiaries, branches, and representative offices, whatever their location, operate under the single brand Indosuez Wealth
Management. Each of the subsidiaries, their respective subsidiaries, branches, and representative offices, as well as each of the other Indosuez Wealth Management entities are referred to
individually as the “Entity” and collectively as the “Entities".

The Entities or their shareholders as well as its shareholders, subsidiaries, and more generally companies in the Crédit Agricole SA group (the “Group”) and respectively their corporate officers,
senior management or employees may, on a personal basis or in the name and on behalf of third parties, undertake transactions in the financial instruments described in the Publication, hold
other financial instruments in respect of the issuer or the guarantor of those financial instruments, or may provide or seek to provide securities services, financial services or any other type of
service for or from these Entities. Where an Entity and/or a Crédit Agricole Group Entity acts as an investment adviser and/or manager, administrator, distributor or placement agent for certain
products or services mentioned in the Publication, or carries out other services in which an Entity or the Crédit Agricole Group has or is likely to have a direct or indirect interest, your Entity shall
give priority to the investor's interest.

Some investments, products, and services, including custody, may be subject to legal and regulatory restrictions or may not be available worldwide on an unrestricted basis taking into
consideration the law of your country of origin, your country of residence or any other country with which you may have ties. In particular, any the products or services featured in the Publication
are not suitable for residents of US and Canada. Products and services may be provided by Entities under their contractual conditions and prices, in accordance with applicable laws and
regulations and subject to their licence. They may be modified or withdrawn at any time without any notification.

Please contact your relationship manager for further information.
Inaccordance with applicable regulations, each Entity makes the Publication available:

* InFrance: this publication is distributed by CA Indosuez, a public limited company with a capital of 584'325'015 euros, a credit institution and an insurance brokerage company registered with
the French Register of Insurance Intermediaries under number 07 004759 and with the Paris Trade and Companies Register under number 572 171635, whose registered office is located at 17,
rue du Docteur Lancereaux - 75008 Paris, and whose supervisory authorities are the Prudential Control and Resolution Authority and the Autorité des Marchés Financiers.

In Luxembourg: the Publication is distributed by:

o CA Indosuez Wealth (Europe), a limited company (société anonyme) under Luxembourg law with share capital of euros 415'000'000, having its registered office at 39 allée Scheffer L-2520
Luxembourg, registered with the Luxembourg Companies Register under number B91.986, an authorised credit institution established in Luxembourg and supervised by the Luxembourg
financial regulator, the Commission de Surveillance du Secteur Financier (CSSF).

o Banque Degroof Petercam Luxembourg S.A., whose registered office is located at 12 rue Eugene Ruppert, L-2453 Luxembourg, authorised by and subject to the prudential supervision of
the Commission de Surveillance du Secteur Financier (‘CSSF”), 283 route d'Arlon, L-2991 Luxembourg, website http://www.cssf.lu/"www.cssf.lu, tel.(+352) 26251-1, and the European Central
Bank within the scope of their respective competences.

In Spain: the Publication is distributed by CA Indosuez Wealth (Europe) Sucursal en Espaia, supervised by the Banco de Espafia (www.bde.es) and the Spanish National Securities Market

Commission (Comision Nacional del Mercado de Valores, CNMV, www.cnmv.es), a branch of CA Indosuez Wealth (Europe), a credit institution duly registered in Luxembourg and supervised by

the Luxembourg financial regulator, the Commission de Surveillance du Secteur Financier (CSSF). Address: Paseo de la Castellana numero 1, 28046 Madrid (Spain), registered with the Banco

de Espafia under number 1545. Registered in the Madrid Trade and Companies Register, number T 30.176, F 1, S 8, H M-543170, CIF (Company tax ID): W-0182904-C.

In Belgium: the Publication is distributed by CA Indosuez Wealth (Europe) Belgium Branch, located at 120 Chaussée de la Hulpe B-1000 Brussels, Belgium, registered with the Brussels

Companies Register under number 0534 7562 288, entered in the Banque-Carrefour des Entreprises (Belgian companies database)under VAT number 0534.752.288 (RPM Brussels), a branch of

CA Indosuez Wealth (Europe).

- CA Indosuez Wealth (Europe) Belgium Branch, located at 120 Chaussée de la Hulpe B-1000 Brussels, Belgium, registered with the Brussels Companies Register under
number 0534 752 288, entered in the Banque-Carrefour des Entreprises (Belgian companies database) under VAT number 0534.752.288 (RPM Brussels), a branch of CA
Indosuez Wealth (Europe).
- Banque Degroof Petercam SA, located at rue de I'Industrie 44, 1040 Brussels, Belgium, registered in the Business Register under number 0403 212 172, registered with
the Crossroads Bank for Enterprises (Belgian business database) under VAT number BE 0403 212 172 (RPM Brussels).
In Italy: the Publication is distributed by CA Indosuez Wealth (Europe), Italy Branch based in Piazza Cavour 2, Milan, Italy, registered in the Register of Banks no. 8097, tax code and registration
number in the Business Register of Milan, Monza Brianza and Lodi n. 97902220157.

In Portugal: the Publication is distributed by CA Indosuez Wealth (Europe), Sucursal em Portugal located at Avenida da Liberdade,190, 2.° B - 1250-147 Lisboa, Portugal, registered with the Bank
of Portugal under number 282, tax code 980814227.

Within the European Union: the Publication may be distributed by Indosuez Wealth Management Entities authorised to do so under the Free Provision of Services.

In Monaco: the Publication is distributed by CFM Indosuez Wealth, 11, Boulevard Albert Ter - 98000 Monaco registered in the Monaco Trade and Industry Register under number 56S00341,
accreditation: EC/2012-08.

In Switzerland: the Publication is distributed by CA Indosuez (Switzerland) SA, Quai Général-Guisan 4, 1204 Geneva and by CA Indosuez Finanziaria SA, Via F. Pelli 3, 6900 Lugano and by their
Swiss branches and/or agencies. The Publication constitutes marketing material and does not constitute the product of a financial analysis within the meaning of the directives of the Swiss
Bankers Association (SBA) relating to the independence of financial analysis within the meaning of Swiss law. Consequently, these directives are not applicable to the Publication.

In Hong Kong SAR: the Publication is distributed by CA Indosuez (Switzerland) SA, Hong Kong Branch, Suite 2918, Two Pacific Place, 88 Queensway. No information contained in the Publication
constitutes an investment recommendation. The Publication has not been referred to the Securities and Futures Commission (SFC) or any other regulatory authority in Hong Kong. The
Publication and products it may mention have not been authorised by the SFC within the meaning of sections 103, 104, 104A or 105 of the Securities and Futures Ordinance (Cap. 571)(SFO).

In Singapore: the Publication is distributed by CA Indosuez (Switzerland) SA, Singapore Branch 168 Robinson Road #23-03 Capital Tower, 068912 Singapore. In Singapore, the Publication is only
intended for persons considered to be high net worthindividuals inaccordance with the Monetary Authority of Singapore's Guideline No. FAA-G07, or accredited investors, institutional investors
or expert investors as defined by the Securities and Futures Act, Chapter 289 of Singapore. For any questions concerning the Publication, recipients in Singapore can contact CA Indosuez
(Switzerland) SA, Singapore Branch.

In the DIFC: the Publication the brochure is distributed by CA Indosuez (Switzerland) SA, DIFC Branch, Al Fattan Currency House, Tower 2 - Level 23 Unit 4 DIFC PO Box 507232 Dubai - UAE a
company regulated by the Dubai Financial Service Authority (‘DFSA”). This brochure is intended for professional client and/or market counterparty only and no other person should act upon it.
The financial products or services to which this publication relates will only be made available to a client who meets the DF SA professional client and /or market counterparty requirements.
This brochure is provided for information purposes only. It is not to be construed as an offer to buy or sell or solicitation of an offer to buy or sell any financial instruments or to participate in
any particular trading strategy in any jurisdiction.

In the UAE: the Publication is distributed by CA Indosuez (Switzerland) SA, Abu Dhabi Representative Office, Zayed - The Ist Street- Al Muhairy Center, Office Tower, 5th Floor, P.0. Box 44836
Abu Dhabi, United Arab Emirates. CA Indosuez (Switzerland) SA operates in the United Arab Emirates (UAE) via its representative office which comes under the supervisory authority of the UAE
Central Bank. In accordance with the rules and regulations applicable in the UAE, CA Indosuez (Switzerland) SA representation office may not carry out any banking activity. The representative
office may only market and promote CA Indosuez (Switzerland) SA's activities and products. The Publication does not constitute an offer to a particular person or the general public, or an
invitation to submit an offer. It is distributed on a private basis and has not been reviewed or approved by the UAE Central Bank or by another UAE regulatory authority.

Other countries: laws and regulations of other countries may also limit the distribution of this publication. Anyone in possession of this publication must seek information about any legal
restrictions and comply with them.

The Publication may not be photocopied or reproduced or distributed, in full or in part, in any form without the prior agreement of your Bank.
© 2025, CA Indosuez (Switzerland) SA /All rights reserved.
Photo credits: iStock.



