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e (Only) if the conflict is resolved soon ...

e ... the damage to the global economy will remain manageable
e The US economy faces a weak winter half-year in 2025/26

e Europe is likely to deliver a positive surprise in 2026

¢ Inflation returns - detached from the recent energy price shock
¢ Interest rate hikes by the ECB, but how will the Fed respond?

e The rise in yields continues

¢ Risk premia fall to new lows

e Equities now attractive again from a valuation perspective

e Industrial and precious metals with structural tailwinds

Figure 1: There is still very little traffic in the Figure 2: The war is putting a strain on voters’
Strait of Hormuz wallets — and on Trump’s approval ratings
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In addition to Trump’s trade
policies, the war in Iran -
with its impact on energy
prices and global supply
chains - is now also causing
uncertainty.

The focus is on the Strait of
Hormuz, which remains
under the control of the
Revolutionary Guards, ...

... which transforms the
regional conflict into a global
supply shock.

The pressure on Donald
Trump from both domestic
and international sources is
enormous; ...

... although the first round of
talks in Islamabad ended
without a result, ...

... we nevertheless expect a
deal to be reached by early
May.

On this basis, we maintain our
constructive base scenario for
the global economy.

All major economic regions
are expected to make a posi-
tive contribution to growth in
2026. The US is growing
steadily, whilst the Eurozone
is actually picking up the
pace.

14 April 2026

Geopolitics and Global Economy

The ongoing unpredictability of US trade policy has already contributed
significantly to volatility and uncertainty in the global economy. The military
conflict between the US, Israel and Iran now represents a further, highly
significant geopolitical risk factor. Although the regime in Tehran was
quickly deprived of its leadership, it acted anything but haphazardly. Despite
clear military inferiority, the Revolutionary Guards managed to maintain
control of the strategically important Strait of Hormuz - a decisive lever in
the course of the conflict.

The blockade has caused massive disruption to global shipping: around 800
ships, including more than 400 tankers, are stranded in the Persian Gulf.
Given the Gulf region’s central role not only for fossil fuels but also for
chemical precursors (including helium and urea), initial concerns about an
energy shortage quickly spread to upstream value chains. Fertiliser, food and
broad industrial production processes were particularly affected. In parts of
Asia, rationing measures have already been introduced due to the lack of
supplies. Iran has deliberately and effectively transformed the regionally
limited conflict into a global supply and risk shock.

At the same time, pressure is mounting on the US to bring this costly and
domestically unpopular conflict to a swift conclusion. Shortly before the end
of the US government’'s umpteenth ultimatum, the parties to the conflict
agreed on 8 April to a 14-day ceasefire, which is intended to serve as a
window of opportunity for negotiations on a comprehensive agreement. In
return, Iran guaranteed safe but restricted passage through the Strait of
Hormuz.

Naturally, there remains a great deal of uncertainty as to how quickly an
agreement can be reached and when shipping routes can be fully restored to
normal. The first round of negotiations in Islamabad ended without a result.
Iran is playing a high-stakes game, whilst the US is threatening to forcibly
control the Strait of Hormuz and is preparing to clear it of mines. The longer
the conflict lasts, the greater the political, military and economic interest on
both sides in a rapid de-escalation. Even assuming an agreement is reached
by the end of April/early May - our base scenario - it is nevertheless likely
that macroeconomic data will remain distorted until June due to the delayed
effects of the energy price shock and supply chain disruptions. A
corresponding analytical distinction is therefore required.

We remain committed to our constructive economic base scenario. The
continued expansionary monetary and fiscal policy stimulus provides a solid
foundation for a positive global growth environment. In the industrial sector
in particular, there is a good chance that the period of stagnation that has
persisted since 2022 will give way to a sustained cyclical recovery. Emerging
markets and Europe in particular are likely to benefit disproportionately
from this.

Although the significant rise in energy prices in March will temporarily
dampen growth in the second quarter of 2026, this is likely to be gradually
offset as the year progresses. All major economic regions are expected to
make positive contributions to the global recovery over the next six to nine
months. For the US, we expect stable annualised growth of around 2.5%
(annual average, see US), whilst the Eurozone is expected to expand by a
good 1.3% (see Eurozone).
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Although China is growing at
an above-average rate by
international standards, it is
likely to reach only the lower
end of the official target
range.

The global economy is
expected to grow at a similar
rate in 2026 as in 2025, ...

... whilst a slowdown is on
the cards for 2027 due to
rising interest rates.

The disinflationary trend will
come to an end in 2026,
regardless of energy prices ...

... forcing central banks to
adopt a more restrictive
monetary policy stance.

In our risk scenario, we
assume that no agreement
will be reached in the Gulf
region in the near future.

In this case, Europe and parts
of Asia face the prospect of
stagnation or even recession.

However, we consider the
probability of this scenario
occurring to be low (20%).

14 April 2026

In China, we expect growth to slow moderately to 4.5% in 2026 (down from
5.0% in 2025), which remains robust by international standards and
corresponds to the lower end of the official target range. The main driver of
growth remains the expansionary macroeconomic positioning, which
compensates for the structural weakness of the property sector through
strong investment and export momentum - despite ongoing trade tensions
with the US and the EU. The diversification of export markets towards
ASEAN, Africa and Latin America is becoming increasingly important in this
context.

Emerging markets (excluding China) are also benefiting from rising demand
for industrial metals and intermediate goods in the wake of the global
industrial recovery, the increasing diversification of supply chains, and the
Al and semiconductor boom - alongside Taiwan, other East Asian emerging
markets (South Korea, India, Vietnam, Malaysia, Indonesia and the
Philippines) have now developed into major technology hubs. This is giving
a further boost to growth, which was already robust (3.9% in 2026). Overall,
we expect global real economic growth of 3.2% for 2026, which is in line with
previous years. In 2027, growth momentum is likely to slow slightly under
pressure from rising interest rates and fall below the 3.0% mark for the first
time since the end of the COVID-19 pandemic.

Against the backdrop of generally robust economic momentum, the
disinflationary trend observed since the end of 2022 is expected to come to an
end in 2026 and, in many economies, to shift back into a moderate upward
trend above the 2.0% mark - regardless of the recent energy price shock.
Monetary policy is consequently coming under increasing pressure to act
more restrictively at an early stage in order to avoid second-round effects. So
far, within the G20, only the Reserve Bank of Australia has raised interest
rates (apart from the Bank of Japan’s special path). Other central banks are
likely to follow suit in the coming months.

In our risk scenario, no agreement is reached between the parties to the
conflict in the Persian Gulf in the near future. Should the war drag on for
more than three months (i.e. beyond May), significant supply bottlenecks
would be likely in parts of the global economy. Asia (Japan and South Korea
source more than 80% of their fossil fuels from the Gulf region) and Europe
would be particularly affected, where a marked slowdown in growth,
potentially leading to stagnation or even recession, would be a real threat.
Although the US is likely to get off lightly due to its comparatively high
energy self-sufficiency, even there a significant slowdown in growth to just
0.5% to 1.0% would be expected. Such a weak economic environment would
pose a considerable burden in the run-up to the upcoming mid-term
elections. Against this backdrop, domestic political constraints in the US
appear to be a key factor limiting the probability of this risk scenario
materialising (20%).
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US growth has been
Auctuating wildly since the
start of 2025 - there is hardly
any clear trend to be
discerned; ...

... however, if one focuses on
consumer and investment
demand, the picture remains
robust.

Figure 3: The investment boom continues ...
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It is currently particularly difficult to gain a clear picture of the growth trend
in the US. The seemingly endless disruptions caused by the Trump
administration - including tariffs, mass government redundancies, the
record-breaking government shutdown and, most recently, the war with Iran
- are causing enormous fluctuations in the data. US GDP initially expanded
by a robust 4.4% (annualised and compared with the previous quarter) in the
third quarter of 2025, with volatile foreign trade contributing 1.6 %-points to
this growth. In the fourth quarter, however, growth plummeted to just 0.5%.
The government was largely to blame, as its consumer demand was dragged
down by 5.6% due to the government shutdown (impact on growth: -1.0%-
point).

In the first quarter of 2026, a rebound is likely to follow, with growth surging
back to around 2.5% to 3.0% (the first official estimate will be published on
30 April). Given this back-and-forth, it is better to focus on the key
components of demand: private consumption and investment. In both
cases, the situation has remained robust to date. This is particularly true of
business investment, and specifically in the areas of computer and
communications equipment as well as software, which are currently
expanding at a rate of 20% (year-on-year). Their share of total investment
amounts to no less than 35%.

Figure 4: ... and is now spreading throughout
the entire industry
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Above all, demand for capital
goods remains buoyant - a
trend that continued into
early 2026; ...

... the picture is more mixed
when it comes to private
consumption - here, the
outlook has recently become
somewhat gloomier.

14 April 2026

Sources: BEA, ISM, BANTLEON

The latest data suggests that the investment boom shows no sign of
abating. On the contrary, the monthly figures for new orders, industrial
production and imports of capital goods are all soaring (see Figure 3). In
addition, business climate surveys in the manufacturing sector have now also
taken a leap upwards. The ISM Manufacturing Index settled at over 52.0
points in the first quarter, having previously remained below the expansion
threshold for three years. The upturn in investment is therefore
increasingly spreading to the entire manufacturing sector (see Figure 4).

The picture is somewhat more nuanced when it comes to private
consumption. Last year, the massive pressure for redundancies in the public
sector, tariffs (and the associated persistently high inflation), and the
government shutdown already placed a particular strain on lower-income
groups. As a result, consumer confidence has taken a nosedive. However,
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The gap between robust
investment and subdued
consumer spending is likely to
widen further in the coming
quarters; ...

... for the US energy sector,
the oil price shock is a boost to
spending; ...

actual purchasing behaviour did not show any significant restraint (see
Figure 5). For example, retail sales continued to expand at a solid rate of 3.0%
to 3.5% (year-on-year) right up to the present. Nevertheless, a certain
slowdown in consumption cannot be ruled out at this stage.

In the first quarter, the rate of growth in real private consumption is
likely to have fallen below the 2.0% mark (following 2.0% in Q4/25 and
3.5% in Q3/25, annualised and quarter-on-quarter). By contrast, we expect
business investment to grow by over 5.0% (following 2.4% and 3.2%).

Looking ahead, the gap between investment growth and private
consumption is likely to widen further. As the US is a net exporter of energy,
it is suffering less severely than other countries from the oil price shock. The
domestic oil and gas industry is actually benefiting from recent
developments. Consequently, the AI boom is likely to be accompanied by
a strong upturn in investment in the energy sector, as has always been the
case in the past when oil prices have risen (see Figure 6). This is all the more
true given that Trump has already rolled out the red carpet for the oil industry
(e.g. through accelerated approval procedures and the lifting of the Alaska
restriction).

Figure 5: Consumers — pessimistic, Figure 6: US energy sector = winner
but keen to spend of the oil price shock
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... at the same time, the
defence industry is expe-
riencing a further boost ...

... and the AI boom shows no
signs of abating.

Consumers, on the other
hand, are suffering from
persistently high inflation,
which is eroding real
incomes; ...

14 April 2026

But that is not all. As a result of the war with Iran, military spending is now
also set to increase massively. Special funding of USD 200 billion for the
ongoing conflict has already been requested, and a 44% (!) increase in the
military budget to USD 1.5 trillion is planned for 2027. This gives another
sector - the arms industry - a significant boost.

Meanwhile, the Al hype is unlikely to be significantly affected by the oil price
shock. The hyperscalers alone (Microsoft, Amazon, Alphabet, Meta and
Oracle) are planning additional investments of USD 700 billion in data
centres this year, and there is no end in sight to the competition for ever more
powerful chips and chatbots. Corporate investment is therefore expected to
expand slightly more strongly in 2026 (just under 6.0%) than in 2025 (4.5%).

Consumers, on the other hand, are facing even stronger headwinds. In
March, petrol prices rose by more than 20%, contributing to the inflation rate
jumping to over 3.0%. Even if the oil price gradually falls towards USD 80 in
the coming weeks, annual inflation is likely to remain above 3.0%. Earnings,
by contrast, are set to rise by only around 4.5% in 2026. The scope for real
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... stabilising factors include
tax relief and the expected
recovery in the labour market.

Conclusion: Investment
continues to provide a
massive boost to the US
economy, whilst consumer
spending is lagging slightly
behind.

... a downside risk is poten-
tial turbulence in the capital
markets.

consumer spending will therefore fall below 2.0% unless people dip into
their savings once again.

Tax relief under the One Big Beautiful Bill Act (OBBBA) will provide some
relief in the second quarter. A large proportion of the tax refunds for 2025 will
be paid out in April 2026. However, this effect is now being overshadowed by
the oil price shock. Nevertheless, the labour market is likely to stabilise thanks
to high levels of investment. We expect the unemployment rate to fall slightly
below the current level (4.3%) over the course of the year. As a result,
consumer demand will remain reasonably stable, but will expand by less
than 2.0% in the second half of 2026.

To sum up, the US economy should remain on a growth trajectory despite
all the ups and downs. Investment is likely to become an even stronger
driver of the economy - fuelled by the Al hype and the upturn in the energy
and defence sectors. Consumer demand, on the other hand, will continue to
be weighed down by comparatively high inflation. However, we do not
anticipate a slump here either. Overall, we forecast growth of just over 2.5%
for 2026, which puts us slightly above the consensus (2.3%).

The downside risks to this outlook outweigh the upside risks. If the oil
price shock persists for some time, private consumption could suffer even
more severely. This is particularly true if the stock market slump continues
at the same time, causing even higher earners to hold back on spending.

Figure 7: Inflation is likely to remain

above 3.0% for some time

Figure 8: Second-round effects in the pipeline
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US inflation is likely to rise
towards 4.0% by May; ...

... the situation will ease only
moderately, even if oil prices

fall; ...

14 April 2026

After inflation fell surprisingly sharply from 3.0% to 2.4% during the winter
months, the oil price shock catapulted the inflation rate to 3.3% in March.
Although the US, unlike Europe for example, is not additionally facing rising
gas prices, the 25% rise in petrol prices in March was one of the sharpest
monthly price jumps in recent decades. And in the current and coming
month, upward pressure is likely to persist, thereby pushing inflation
towards 4.0% (see Figure 7).

Should the oil price fall to between 70 and 80 US dollars over the coming
months, some easing is expected in the second half of 2026, although this is
likely to be only moderate. The foreseeable second-round effects act as a
counterforce. Aviation fuel, for example, has risen in price by more than 100%
in recent weeks (see Figure 8). The resulting higher transport costs will be
reflected not only in airfares but also, amongst other things, in food prices
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... we expect the annual
average inflation rate to be

over 3.0%.

The Fed wants to wait out the

supply shock first; ...

... in fact, even after that,
there are no grounds for

monetary easing; ...

... a »welcome gift« for

Donald Trump in the form of
a 25-basis-point cut in the key
interest rate cannot, however,

and restaurant bills. That said, tariff-related inflationary pressure is likely to
ease somewhat over the course of the year. Nevertheless, we expect the
inflation rate to stand at around 3.5% by year-end and at an annual average
of 3.3% (consensus: 3.0%). Core inflation is likely to remain at a high level,
not least due to the aforementioned second-round effects. In our view, it will
fluctuate between 2.7% and 3.0% until the end of 2026.

With the oil price shock, interest rate cuts by the Fed are off the table for the
time being. Unlike the ECB, however, interest rate hikes are not on the cards
in the short term either. Instead, the central bankers intend to wait and see
how the shock plays out. Furthermore, our outlook offers no grounds for
monetary easing in the coming quarters either. If we are correct, the
unemployment rate is likely to fall slightly over the course of the year, whilst
inflation is set to remain at an elevated level.

In the wake of the change in leadership at the Fed, however, a »welcome
gift« to the US President in the form of a 25-basis-point cut in the policy
rate corridor (from 3.50% to 3.75% to 3.25% to 3.50%) cannot be excluded.
To justify this, Kevin Warsh could focus on the fragile labour market and

be excluded. emphasise that the current rise in inflation is merely a temporary price shock.
However, a high degree of persuasiveness would likely be required to win
over the majority of the Open Market Committee to this line of argument.
Table 1: Macro Forecasts 2026/2027 for the US
Annualised Quarterly Growth in % Annual Growth in %
Q4/25 Q1/26 Q2/26 Q3/26 Q4/26 Q1/27 Q2/27 Q3/27 2024 2025 2026 2027
GDP 0.5 2.8 2.5 2.5 2.2 2.0 1,5 2.0 2.8 2,1 2.5 2.1
GDP Consensus 2.3 1.8 1.9 2.0 2.0 2.0 2.1 - - 2.2 2.0
GDP (YoY chg.) 2.0 2.9 2,5 2.1 2.2 2.5 2.1 2.0 - - - -
Private consumption 1.9 1.5 2.2 1.8 1.5 1.5 1.5 2.0 3.0 2.6 2.1 1.7
Corporate investm. 2.8 5.8 7.0 8.8 7.5 5.5 3.0 3.0 3.0 4.5 5.8 5.5
Exports -3,2 3.0 2.5 3.0 3.0 2.0 2.0 2.0 3.6 1.6 2.2 2.3
Government -5,6 6.0 1.0 2.0 2.0 3.0 1.0 2.0 3.8 1.1 1.2 2.0
Inflation rate, CPI 1 2,7 2.7 3.7 3.3 3.4 3.2 2.4 2.7 2.9 2.7 3.3 2.7
Core PCE deflator ! 2.8 3.0 3.2 3.2 3.1 2.7 2.4 2.3 2.8 2.8 3.1 2.4
Unemployment rate 2 4.5 4.3 4.2 4.2 4.2 4.2 4.3 4.3 4.0 4.3 4.2 4.3
Fed funds rate 3 3.75 3.75 3.75 3.50 3.50 3.50 3.50 3.50 450 3.75 3.75 3.50
Sources: Bloomberg, BANTLEON; * Annual and quarterly averages, year-on-year change in %;
2 Annual and quarterly averages in %; 3 Upper bound of target range, year-end and quarter-end levels in %
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The Eurozone economy has
been on the upswing since the
end of 2025; ...

... for the first time, there
were also significant develop-
ments coming from

Eurozone

By the end of 2025, the economic situation in the Eurozone had taken a turn
for the better. Excluding the chronically volatile Irish figures, annualised
growth in the fourth quarter of 2025 stood at 1.5% (or 0.4% quarter-on-
quarter). This was the strongest GDP growth since mid-2022. For the first
time in a long while, Germany also made a significant contribution to this
(annualised GDP growth: 1.2%). The upturn in the monetary union’s largest
economy was underscored by the surge in industrial orders between
September and December 2025 (+16%), even though this saw a setback again
in January.

At the same time, the manufacturing Purchasing Managers Index rose above
the expansion threshold in February/March for the first time in four years,
which in turn drove the composite PMI to a cyclical high of 53.2 points

Germany, ... (February). The stage is thus set for a further acceleration in growth in the
Eurozone, as Germany has, after all, been the drag on growth so far (see
Figure 9).
Figure 9: German economy is on the upswing Figure 10: Fiscal package shows positive effects
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... which are set to intensify
further this year, ...

... as the expansionary fiscal
policy is only likely to have its
full stimulative effect in the
coming months.

According to the govern-
ment’s plans, public spending
is set to increase by EUR 100
billion in 2026; ...

... even if not all of the funds
are drawn down, ...

14 April 2026

This is all the more true given that Germany’s expansionary fiscal policy
will only really take effect this year. In our view, the debate over the
misappropriation of funds from the »Special Infrastructure and Climate
Neutrality Fund« is pointless. The fact is that a spending freeze was in place
until September 2025. This generally prevented significant increases in
federal budget expenditure. At the same time, the Special Fund was not
launched until October 2025. The spending boost could therefore not begin
before the end of the year, but it then had an immediate impact on industrial
order statistics (see Figure 10). Overall, the federal budget deficit (including
special funds) in 2025 stood at EUR 82 billion, almost EUR 50 billion lower
than originally planned by the government.

This is set to change in the current year (barring a budget freeze).
Accordingly, the aim is now to increase the budget deficit by almost EUR
100 billion to EUR 180 billion for 2026 (see Figure 11). More than half of
these increases are attributable to the Special Fund and the defence budget.
According to the Bundesbank, this will finance »only« around EUR 16 billion
in additional infrastructure expenditure in the strict sense. On the one hand,
however, this would already represent a 50% increase in infrastructure
expenditure. On the other hand, what matters less for the economic impact is
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... this is likely to result in a
growth boost of over 1.0% of
GDP.

The global economic climate
has also brightened thanks to
the Al hype and the easing of
the trade dispute - the
economy is booming,
particularly in Asia.

the type of expenditure incurred, and more the fact that a large proportion of
the additional EUR 100 billion actually flows into the economy. If only two-
thirds of the additional expenditure budgeted were actually utilised, this
would already result in a growth boost of 1.5% of GDP in Germany.

Expansionary fiscal policy is thus a driver of economic growth in 2026. The
external economic environment was another, at least at the start of the year.
The economy was booming, particularly in Asian emerging and developed
economies. Thanks to the Al boom, the easing trade dispute and more
expansionary monetary policy, GDP growth in countries such as Taiwan and
Vietnam has surged to over 7.0%. The improvement in global economic
conditions was also reflected in the OECD leading indicators, which suggest
a revival in exports within the Eurozone.

Figure 11: 2026 is set to finally break Figure 12: The external economic environment
the deadlock in fiscal policy is generally positive
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without financial transactions and additional military spending

However, the oil price shock is
now dampening the cyclical
upward momentum in the
short term — consumers in
particular are feeling
unsettled; ...

... meanwhile, the economy as
a whole is once again proving
to be relatively resilient; ...

... the relief measures
implemented in many
countries are also helping to
achieve this.

We are revising our growth
forecast for the Eurozone
downwards due to weaker
momentum in the first half of

14 April 2026

In this respect, the oil price shock is a major blow - it will initially dampen
the positive economic trend. Rising energy costs are weighing on both
consumer and investment demand. Consumer confidence in the Eurozone
has already taken a significant hit in March. Among businesses, however, the
reaction was muted. Although the Composite Purchasing Managers Index
fell, it remained clearly above the expansion threshold at 50.7 points (down
from 51.9). This can once again be seen as a sign of the resilience of the
European economy, which had already demonstrated itself in the face of
the tariff shock. At the same time, this fuels hopes that, once the conflict
eases, positive drivers will regain the upper hand and, above all, the revival
in investment will quickly regain momentum.

Many European governments (including those in Spain, Italy, Austria,
Portugal, Ireland, Greece and Slovenia) have also used recent developments
as an opportunity to ease the burden on citizens in various ways (e.g. by
reducing fuel duty) in order to cushion the impact of the energy crisis. Once
again, no account is being taken of the strained public finances. Southern
Europe can also hope for a new tourism boom, as there will be a shift in travel
patterns from Asia to Europe.

Overall, we remain confident that the Eurozone will maintain at least
moderate growth of just over 1.0% in the first half of 2026 and that the
acceleration towards 2.0% - which is already on the horizon - will take
place in the second half of the year (both annualised). However, due to the
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the year; but remain
optimistic overall for the
coming quarters.

Figure 13: Second-round effects still pending

weaker performance in the first half of the year and the downward revision
of Irish GDP figures for the fourth quarter of 2025, we must lower our GDP
forecast for the Eurozone compared to the start of the year. Instead of 1.8%
growth, we now expect 1.3%. The consensus estimate was already only
1.1% in February and is likely to fall further.

Figure 14: How significant will the
inflation spike be?
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The inflation rate is expected
to rise to over 3.0% as a

result of the oil price shock ...

... and remain at an elevated
level until the end of 2026.

There is also no sign of a
sustained easing in the core
inflation rate; ...

... it is likely to remain above
2.0% well into 2027.

The ECB has recently
outlined several inflation
scenarios; ...

14 April 2026

Sources: Eurostat, EZB, BANTLEON

The Eurozone inflation rate rose sharply in March from 1.9% to 2.5% as a
result of the oil price shock. However, this is not the end of the story, even if
crude oil prices have now passed their peak. Average petrol prices in April
are likely to be even higher than in March. The impact on gas prices will only
become apparent after a time lag anyway (see Figure 13). Finally, the rise in
transport and raw material costs will also push up prices in other sectors (e.g.
food, airline tickets, restaurants, industrial goods). We therefore expect the
headline inflation rate to rise further to between 3.4% and 3.5% by May.
Should the oil price subsequently fall to between 70 and 80 US dollars, the
situation will ease. However, due to the aforementioned second-round
effects, this easing is likely to be only moderate, which is why we expect
the inflation rate to remain at around 3.0% even by the end of 2026.

According to our forecast, the core inflation rate will continue to fluctuate
between 2.3% and 2.4% in the short term, with isolated disinflationary forces
(e.g. from easing wage pressure) coming into play alongside the second-
round effects mentioned above. Should our prediction prove correct that
growth accelerates to 2.0% in the second half of 2026, increased inflationary
pressure will also emerge again from the demand side. In view of this, we
also expect the core inflation rate to remain noticeably above the 2.0% mark
in 2027.

Against the backdrop of rapidly rising inflation, the ECB faces a difficult
decision. At the central bank’s most recent meeting, policymakers outlined
three possible inflation scenarios (see Figure 14, which shows two of them).
The base scenario assumes a brief oil price shock and forecasts that inflation
will peak at 3.1% in the second quarter. Next comes an »adverse« scenario,
which assumes a very severe but not overly protracted shock (inflation
peaking at 4.2% in the fourth quarter of 2026). Finally, the extreme scenario
(»severe«) assumes a significant and persistent shock that drives inflation to
over 6%.
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... it will probably have to
raise its baseline scenario as
early as the upcoming
meeting; ...

... this puts it under pressure

to tighten its monetary policy.

We expect two key interest
rate rises of 25 basis points
this year; ...

... if growth exceeds the 2.0%

The latter has now become unlikely. At the same time, however, there are
strong indications that the baseline scenario needs to be revised slightly
upwards (see Figure 14), bringing it closer to the medium scenario. ECB
President Christine Lagarde has indicated that in such a scenario,
characterised by a severe but temporary oil price shock, a measured
response from the ECB is required. Otherwise, there would be a risk that
second-round effects would spread too widely and that inflation would
become entrenched above 2.0% for a long time.

It is currently difficult to predict how oil prices will develop, as it remains
unclear when the Strait of Hormuz will be navigable again, despite the
ceasefire negotiations. Should the US and Iran quickly agree on a solid deal
and the oil price fall to between 70 and 80 US dollars in April, interest rate
hikes might possibly be averted.

In our base scenario, however, we assume only a gradual easing of oil price
pressures, partly because it will take a long time for oil production to return
to full capacity and for shipping traffic to run smoothly. The ECB is therefore
likely to be forced to tighten monetary policy due to the persistent risks of
inflation. We therefore expect the key interest rate (deposit rate) to be raised
by 25 basis points in both June and September (to 2.50% in each case).

mark by the end of 2026, Should the economy subsequently gain significant momentum, further
further rises are likely to monetary tightening and a key interest rate of 3.00% cannot be ruled out in
follow in 2027. 2027.
Table 2: Macro Forecasts 2026/2027 for the Eurozone
Quarterly Growth in % Annual Growth in %

Q4/25 Q1/26 Q2/26 Q3/26 Q4/26 Q1/27 Q2/27 Q3/27 Q4/27 2025 2026 2027
GDP 0.2 0.3 0.3 0.5 0.6 0.6 0.4 0.4 0.5 1.5 1.3 2.0
GDP Consensus* - 0.3 0.3 0.3 0.4 0.4 0.4 0.4 0.4 - 1.1 1.4
GDP (YoY chg.) 1.2 0.9 1.1 1.3 1.7 2.0 2.1 2.0 1.9 - = =
Private consumption 0.4 0.3 0.3 0.4 0.4 0.4 0.3 0.3 0.4 1.5 1.4 1.5
Gross fixed investm. 0.6 0.5 0.8 1.0 1.5 1.5 0.8 0.8 1.0 3.1 2.7 4.6
Exports -0.4 0.7 0.7 1.0 1.0 1.0 0.5 0.5 1.0 2.2 2.0 3.3
Government 0.5 0.3 0.4 0.5 0.5 0.5 0.4 0.4 0.4 1.6 1.8 1.8
Inflation rate, ! 2.1 2.0 3.3 2.8 3.0 2.8 1.8 2.1 2.1 2,1 2,8 2,2
Core rate ! 2.4 2.4 2.3 2.1 2.4 2.4 2.3 2.2 2.2 2,4 2,3 2,3
ECB deposit rate ? 2.00 2.00 2.25 2.50 2.50 2.50 2.50 2.50 2.50 2,00 2,50 2.50

Sources: Bloomberg, BANTLEON; * annual and quarterly averages, percentage change on previous year; 2 annual and quarterly averages in %.
3annual and quarterly end-of-period levels in %; * Downward corrections are likely here, the latest consensus dates from early March

14 April 2026
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The war in the Gulf region is
bringing the price of oil into
focus - though the shape of
the futures curve is more
important than the level of the
spot price.

The sharp backwardation of
the curve reflects expectations
of a temporary conflict.

As spot and forward prices
decoupled, bond yields
stopped rising and investors’
appetite for risk returned.

Financial Markets

It’s all about oil - that’s how one could summarise the trend in the financial
markets since the outbreak of the Iran war. The focus, however, is not solely
on the spot price, but on the shape of the forward curve. In the first three
weeks of the war, both moved upwards in tandem - with more pronounced
momentum in the spot market. When Donald Trump unexpectedly boasted of
»advanced negotiations« with representatives of the Iranian regime on 23
March, the futures curve decoupled from the spot price. Whilst the latter
continued to rise, prices for future deliveries actually fell slightly (see Figure
15). In other words: market participants interpreted Trump’s statement as a
credible indication that the conflict might soon be over.

Since then, yields on the bond markets have not risen further but have in fact
fallen slightly, whilst the equity markets have turned upwards again. This
highlights the paramount importance of the time factor: a war limited to a
few months causes temporary dips in the macroeconomic picture and on the
financial markets, but does not represent a game-changer in an otherwise
positive outlook. Conversely, the longer the war lasts, or the greater the
uncertainty regarding its duration, the more painful the impact will be.

Figure 15: The prospect of a deal decoupled the Figure 16: Cyclical inflationary pressure had
bond markets from the spot price of oil already been building before the outbreak of war
125 4.5
WTI Oil-Futures %0 90
4.4 EMI Global, Input prices
I’\ 80 80
_ 105
g v 4.3
3 o5 Vv L 70 1 I 00
\0 |
o 42 ° 9] \ W 9]
E_ g5 r‘/ / = E 60 I \N NV\ I &0 2
@ T 41 ‘ ' Ao /
2 75 / V Vv‘]vw "\
50 ‘ 50
65 / 4.0
W 40 40
55 | . . . , 3.9
02.01.2026 28.01.2026 23.02.2026 21.03.2026 30 30
—— WTI spot (Ihs) 2003 2006 2009 2012 2015 2018 2021 2024
———WTI December 2026 (lhs) Industry Service
Yield 10yr T-Note (rhs)
Sources: Bloomberg, BANTLEON Sources: S&P Global, BANTLEON

We assume that both sides
have a vital interest in
reaching a swift agreement.

Aguainst this backdrop, we
expect energy prices to ease
gradually.

At the same time, however,
cyclical inflationary pressures
continue to mount.

14 April 2026

From the outset, our premise was that both sides (should) have a vital
interest in reaching a swift agreement. The mullah regime would secure its
survival, whilst Trump could at least sell a resounding victory to his voters -
who were disappointed by the decision to go to war - as a symbol of his
assertiveness, just in time for the crucial phase of the (mid-term) election
campaign.

In our baseline scenario, we therefore expect the situation on the energy
markets to ease gradually over the coming weeks and months. However, we
do not believe there will be a full return to pre-war levels in the foreseeable
future - not least because of the damage to production infrastructure in the
Gulf region. A residual inflationary impulse is therefore likely to remain.

But that is not all: even before the outbreak of the war, indicators of mounting
inflationary pressure were intensifying across the upstream stages of the
value chains - a natural consequence of the global economic upturn (Figure
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Bond markets are thus subject
to a temporary tension
between opposing factors.

In the short term, we
certainly see the possibility of
a fall in yields, ...

... in the medium to long
term, however, we expect
higher yields and rates
settling above the 3.00%
mark.

The yield curve is likely to
flatten.

Figure 17: The positive economic outlook is
pushing German government bond yields higher

16). We expect this upward trend to continue over the next six to nine months,
which is likely to further exacerbate cyclical price pressures.

For the bond markets, this creates a short-term tension between conflicting
factors: on the one hand, falling energy prices resulting from a de-escalation
in the Gulf region are dampening inflation expectations and thus providing
relief for the markets. On the other hand, robust economic growth and the
associated increase in cyclical price pressures are exerting upward pressure
on yields.

Looking at 10-year German government bonds, this suggests that a deal
between the parties to the conflict could trigger a temporary dip towards
2.85%/2.90%. However, if our macro outlook for the Eurozone is confirmed,
market participants will be forced to revise their expectations for medium-term
interest rate trends upwards. Currently, interest rate hikes totalling 60 bp are
priced in by year-end; we expect this figure to rise to 80 bp to 90 bp
(corresponding to a priced-in deposit rate of 2.75%). Given an average
historical yield curve slope of approximately 75 bp (10-year yield vs. key
interest rate since the end of the financial crisis), this implies a target level for
10-year German government bond yields of 3.50%. Our econometric
forecasting models are somewhat more cautious and predict a peak interest
rate of 3.25%, which is also in line with the growth trend of nominal EUR GDP.
Our strategic duration view therefore remains »short« vs. benchmark (Figure
17). The yield curve (10Y vs. 2Y) is likely to move sideways in the coming
months around a new average of 60 bp (currently: 45 bp).

Figure 18: Yields on US Treasuries are too low
and should therefore rise
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US Treasuries are trading at
the lower end of their fair-
value range; ...

... we expect a significant
rise, partly as a result of
rapidly expanding
government debt.

In the Eurozone, the situation

regarding OATSs has recently
eased significantly.

14 April 2026

Sources: Bloomberg, BANTLEON

With a yield of around 4.30%, 10-year US Treasuries remain at the lower end
of the fair value range, which lies between 4.15% and 5.65%. The median
stands at 4.90% and corresponds to the trend growth rate of nominal GDP
(see Figure 18). During economic upturns, yields typically move towards fair
value and even exceed it at the peak of the yield curve. In the case of US
Treasuries, the glut of supply is an additional negative factor, resulting from
the announced USD 500 billion boost to the defence budget - on top of the
already rapidly expanding government debt. We therefore maintain our
recommendation for a strategic duration reduction for US Treasuries as well.

Turning back to European government bonds, excluding Germany. It is
striking that, since the start of the year, market participants have once again
been showing far greater favour towards French OATs than before - a direct
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Risk premia rose following the
outbreak of the war, ...

... but are likely to fall to new
multi-year lows once it ends.

Inflation-linked bonds are
among the few winners of the
war.

We expect longer-term
inflation expectations to rise
further and therefore believe
that inflation-linked bonds
will be in the fast lane for the
rest of the year.

EUR corporate bonds have
given up all their year-to-date
outperformance; ...

... though we view this as
merely a temporary
phenomenon. Spreads should
target new cyclical lows in
the second half of the year.

The subordinated bonds
segment has performed
particularly well recently; ...

... we expect this segment to
continue to outperform,
particularly relative to high-
yield bonds.

Convertible bonds have also
weathered the turmoil of the
war well, ...

... and should be able to
continue this positive trend.

The equity markets have been
hit by developments in the
Gulf region, ...

14 April 2026

consequence of the political consolidation of the Lecornu government.
Although spreads have also risen in France following the outbreak of the war
in Iran (peaking at 7 bp for 10-year maturities), the extent of the rise has been
considerably less than in Italy, for example (+35 bp). The underperformance
of BTPs also reflects Italy’s greater dependence on energy imports from the
Gulf region. We expect spreads to narrow again in the coming weeks and
months and, due to the deterioration in Germany’s fiscal position at the end
of the year, to fall below pre-war levels, with BTPs offering the greatest
potential for outperformance. We therefore remain overweighted in
peripheral bonds.

Inflation-linked government bonds are among the few winners of the crisis.
On a year-to-date basis, so-called EUR-Linkers, with a total return of +1.7%,
clearly outperform their nominal counterparts (with the same maturities),
which have returned -0.4%. Although this lead is likely to narrow
temporarily in the event of a de-escalation, we continue to see attractive
outperformance potential in the medium term. This stems from our
optimistic economic scenario, which is intensifying cyclical inflationary
pressures. Longer-term inflation expectations in the Eurozone remain well
anchored - 5Y5Y inflation swaps have risen by just 8 bp since the outbreak of
the war, from 2.08% to 2.16%. We expect an adjustment towards 2.30% to
2.40% over the remainder of the year. This should keep linkers on the fast
track in the medium term.

The same applies to EUR corporate bonds (IG). By the outbreak of the war,
corporate bonds had achieved a performance advantage of 0.60%-points over
EUR government bonds, but this has since evaporated. Spreads at index level
(ER00) widened from a new cyclical low of 70 bp (the lowest level since
August 2007) to 96 bp, but have since narrowed again to 82 bp since the start
of April. We expect that the combination of improved economic performance
and increased supply pressure on government bonds will lead to a renewed
push towards the recent lows, and that we will even have hit new record lows
by the end of the year.

Particularly noteworthy is the relatively strong performance of subordinated
bonds (non-financial IG) in recent times. Whilst spreads on high-yield bonds
have widened by up to 90 bp since the end of February, the increase for
hybrids was only 35 bp - and thus only marginally higher than for traditional
IG bonds. The high quality of the issuers is clearly paying off. This is
particularly true given that the high-yield market is under additional
pressure due to fears of defaults in the private credit segment. We therefore
continue to view hybrids as the risk-return sweet spot within the credit
sector.

Only convertible bonds have fared even better recently. Although their pre-
war performance (+1.8% based on the Global CB Index, in USD) had been
eroded for a time, it has been restored within a very short period as risk
appetite has returned. We expect the asset class as a whole to benefit from a
further rise in the equity market delta and to achieve high single-digit returns
by the end of 2026.

All in all, the equity markets have reacted with a degree of composure to the
war in the Gulf region. As mentioned at the beginning, the prospect of a
limited conflict was enough to rekindle investors” appetite for risk. Currently,
the MSCI World Index is up 0.8% year-to-date. Before the outbreak of war, it
stood at +2.9%, whilst the interim low was -6.1%. The drawdown was
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.. without panicking.

Figure 19: Europe and the US are lagging behind
Japan and the emerging markets

therefore less than 10%, so technically speaking, it cannot even be described
as a genuine correction (Figure 19). Although the index temporarily dipped
below the upward-sloping 200-day moving average, it was recaptured last
week in a veritable surge.

Figure 20: Stock market valuations have
suddenly returned to normal
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Markets related to Al Of course, there were exceptions; some Asian markets, which are heavily

infrastructure and
commodities performed
particularly well.

One consequence of the recent
slump is the correction in
valuations, ...

.. which have returned
across the board to, or at least

close to ...

.. their historical averages.

A key arqument against equi-
ties has thus lost its relevance.

What remains are the positive

prospects for corporate profits
- particularly in Europe.
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dependent on fossil fuels from the Gulf region, took a real beating - India’s
Nifty 50 fell by as much as 16% at one point, whilst the Jakarta Stock
Exchange dropped by 25%. German blue-chip stocks also underperformed;
the DAX is the only European blue-chip index to show a year-to-date (ytd)
loss (-2.8%). Once again, the Spanish IBEX leads the way with a gain of 6.1%.
On a global scale, however, there is no getting round South Korea (+39%),
Taiwan (+24%) or Brazil (+21%). Al infrastructure on the one hand and
traditional commodities on the other are therefore currently the sectors
delivering the strongest performance on the equity markets.

One positive consequence of the recent slump in the equity markets is the
disproportionately sharp correction in valuations. The forward P/E ratio for
technology stocks listed on the NASDAQ has fallen from over 30 (at the start
of the year) to 22, returning to its historical average. The situation is similar
for the DAX, which, with a current forward P/E of 14.8 (cyclical high 18.4),
is trading just above its long-term average of 13.6. Emerging markets have
even slipped below the average of 12.0 to 11.7. Consequently, a major
argument against equities has lost its relevance within a very short space of
time.

What remains, however, are the positive prospects for earnings growth over
the next twelve months - particularly in Europe. Whilst the profits of
European companies have recently declined slightly, those of their US
counterparts have risen by just under 30% (Figure 21). Analysts’ profit
estimates for the US are also significantly more bullish, with an expected rise
of just under 20%, compared with Europe (+5%). In our view, the potential
for positive surprises is significantly greater in Europe than in the US, which
is why we are maintaining our overweight position on the Old Continent as
well as on emerging markets.
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Figure 21: The recovery potential for corporate Figure 22: Industrial metals are benefiting from
profits in Europe is significant the global economic recovery
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At sector level, we see the
greatest opportunities in basic
and raw materials.

We also remain bullish on
industrial metals due to our
positive economic outlook.

Gold may have lost some of its
lustre recently, ...

... but the structural drivers
for further price rises remain
in place.

In the risk scenario, the ECB
finds itself in a difficult
dilemma, ...

... but is likely to refrain from
embarking on a genuine cycle
of interest rate hikes.

On the bond markets, there
would be a bull flattening and
a significant rise in risk
premia.

The equity markets would see
a significant correction.

14 April 2026

At a sectoral level, we continue to see the greatest opportunities in basic and
raw materials. The pronounced pro-cyclicality of these companies is proving
just as beneficial as the structural support provided by exponentially
growing demand coupled with stagnant supply. This imbalance cannot be
resolved in the short term, which points to outperformance over the medium
to long term.

Consequently, we also maintain our positive outlook on the performance
prospects for industrial metals. Although prices, as measured by the CRB
Metal Price Index, are already 10% above last year’s levels, driven by
platinum (+121%), lithium (+117%) and copper (+30%). However, given the
excess demand described above and the lack of inventory, we expect further
price rises. At the index level, a further 30% rise would not surprise us.

The price of gold has recently moved more or less in tandem with the equity
markets, reflecting the growing influence of speculative investors.
Meanwhile, the structural factors that are driving prices up have not
changed; on the contrary. Inflation risks are ever-present, government debt
is reaching increasingly alarming levels across the globe, and geopolitical
uncertainties will remain significant - and may even increase. In view of this,
we are maintaining our overweight position in gold, but have reduced the
exposure slightly (from 10% to 8%).

In the risk scenario, we assume a prolonged closure of the Strait of Hormuz,
i.e. the parties to the conflict fail to reach an agreement by the end of
April/early May (page 3). As a result, crude oil prices would rise back to or
even above their recent highs, thereby placing the ECB in a real dilemma. The
monetary authorities may bring themselves to implement a symbolic 25-
basis-point interest rate hike, but we cannot envisage a cycle of rate rises
given the sharp economic downturn that is expected. Yields on long-term
government bonds should therefore, after a brief spike, start to fall, dropping
to or even below 2.80% (bull flattening). Risk premia would widen across all
bond segments, exceeding recent peaks. Equity markets are likely to correct
by at least 20% across the board, with European indices taking a heavier hit
than their US counterparts. However, the more severe the pain on the
financial markets becomes and the longer the conflict lasts, the greater the
pressure to reach an agreement will be - on both sides.
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»BANTLEON Forecasts« Dec25 Mar26 Jun26 Sep26 Dec26 Mar27 Jun27 Sep27 Dec27
Fed-Funds Rate (upper limit) 3.75 3.75 3.50 3.50 3.50 3.50 3.50 3.50 3.50
= 10Y Treasuries 4.40 4.32 4.50 4.70 5.00 4.80 4.70 4.50 4.50
E g ECB Deposit rate 2.00 2.00 2.25 2.50 2.50 2.50 2.50 2.50 2.50
10Y Bunds 3.00 3.00 3.25 3.30 3.30 3.20 3.10 3.00 3.00
2Y Bunds 2.20 2.62 2.60 2.65 2.65 2.50 2.45 2.40 2.40
8 Bund/Pfandbriefe (10Y) 35 39 35 30 25 30 30 35 35
§ s Bund/Corporates 70 95 80 70 60 65 65 70 70
& Bund/High-Yields 265 348 290 250 240 250 260 280 280
- DAX 25’500 22’680 25000 26’000 27°000 26’500 25’000 26°000 27000
:g Eurostoxx50 5’750 5’569 6'050 6200 6’300 6’150 5800 6’000 6°200
ug_'- SMI 12’500 12’776 14’000 14’500 15’050 14’800 14’000 14’550 15’100
S&P500 6’900 6’528 7°'000 7'200 7’350 7'200 6’750 7’000 7250
Sources: Bloomberg, BANTLEON
Table 3: Current Asset Allocation Recommendation*
Underweight Neutral Overweight
- - o + ++
Equities
Total exposure
North America
Europe
Emerging markets
Small/Large Caps
Bonds
Duration Bunds
Bunds Steepener
Duration Treasuries
Governm. Bonds Peripheral Countries
Gov.-related bonds/Covered bonds
Linker
Corporate bonds IG
Corporate bonds HY
Commodities
Gold
Industrial metals
As of 10 April 2026; * @ strategical (3 to 6 months)
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Important legal information

This document is intended to inform shareholders of »BANTLEON Mutual Funds« and provide them with an overview
of investment decisions in the various management methods. The commentary, analysis and opinions herein are
provided for information only and do not constitute investment advice or a recommendation or solicitation to buy or
sell investment instruments. The information provided is based on reports and evaluations from sources in the public
domain. BANTLEON AG believes these sources to be reliable, but it cannot guarantee that their information is of high
quality, accurate, up to date or complete. Consequently, it cannot accept any liability whatsoever for damages arising
from the use of this information. Past performance cannot be taken as a guide to future trends. The forwarding,
distribution or reproduction of this document and the use or adoption of content from the document - in whole or in
part, in modified or unmodified form - is not permitted without the prior permission of BANTLEON AG.

Provision of research/qualification under MiFID Il

According to Article 24 paragraphs 7, 8 and 9 of Directive 2014/65/EU (MiFID II) and § 70 paragraph 1 of the revised
German Securities Trading Act, an investment firm may not accept and retain fees, commissions or any monetary or
non-monetary benefits paid or provided by any third party in relation to the provision of investment or ancillary
services unless certain conditions are met.

This document qualifies as investment research and thus constitutes a non-monetary benefit. The receipt of research is
subject to special rules under Article 13 of Commission Delegated Directive (EU) 2017/593 and § 70 paragraph 2 of the
revised German Securities Trading Act.

If your company is an investment firm within the meaning of MiFID II, you may continue to receive future versions
of this research publication after 3 January 2018, subject to the following conditions:

1. Use only in connection with the management of your own investments
If your company uses the research exclusively in connection with the management of its own investments, receiving
the research does not qualify as an inducement within the meaning of MiFID II. You may therefore continue to
receive it without any further action being necessary.

2. Other use against payment
If your company uses the research in connection with the provision of investment or ancillary services, receiving
the research does qualify as an inducement within the meaning of MiFID II unless your company pays for it directly
out of its own resources. Please contact us for information on pricing.
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