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The situation remains very fluid

Three scenarios to frame potential outcomes

and their macroeconomic and financial-mar-
ket implications

War in Iran
Three scenarios

The start of the war against Iran by the US and Israel wasn’t a total surprise, given
weeks of military buildout and stalled diplomacy. Still, with the top Iranian leaders
killed in the opening strikes, and the regime fighting for its survival, the situation re-
mains very fluid. We lay down three broad scenarios. Our central scenario (50% prob-
ability) envisions a relatively short, decisive campaign. Oil settles near $75/bbl, lifting
headline inflation by ~0.5pt temporarily and modestly weighing on growth. Our equity,
FX, and fixed income targets hold, though volatility will spike. In the worst-case (25%),
conflict drags on, damaging regional energy infrastructure. Oil surges above $100 for
months, pushing many economies in recession and leading to more persistent infla-
tion. Gold could hit $6’000; equities suffer at least a 15% drawdown. In the best-case
(25%), the campaign ends within a few weeks with Iran’s regime collapsing and mili-
tary capacity greatly diminished. This scenario envisages minimal global economic
fallout, and market moves rapidly reverse.

Air strikes by the US and Israel on Iran have significantly increased geopolitical tensions
in the region, while underscoring the extreme fluidity of the situation. Developments re-
main highly uncertain, with the trajectory of the conflict contingent on rapidly evolving mil-
itary, financial markets and political dynamics.

In this context, we outline three illustrative scenarios to frame potential outcomes and
their macroeconomic and financial-market implications. These scenarios are not fore-
casts, but rather analytical constructs designed to assess a range of plausible paths. Ac-
tual developments are likely to be more complex and may not align fully with any single
scenario presented below.

See our summary of scenarios on page 5

Exhibits 1 and 2: Both, crude oil and gold prices, would be pushed much higher in the worst case of a prolonged regional conflict
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In our central scenario, the conflict drags on
for several weeks, with limited impact on in-
flation and growth

Expect soft risk-off in our base case, with
end-year targets unaffected
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1. Central Case: Contained Conflict (50%)

A. Macro

e The air campaign continues for several weeks

Iranian military capabilities are sufficiently degraded, limiting their ability to sustain

attacks in the region. But the regime retains some military force, including through its

proxies in the region

e Political considerations incentivise the U.S. administration to conclude the campaign
before elevated oil prices impact the domestic driving season, and its economy more
broadly

e Both parties return to negotiations, although outcomes remain uncertain and geopo-
litical ambiguity persists

e The Strait of Hormuz reopens without significant damage to regional energy infra-
structure

e A residual geopolitical risk premium remains, with oil prices stabilising at around
$75/bbl—approximately 15% above levels at the start of the year

e Headlineinflation in advanced economies increases by approximately 0.5 percentage
points on average after 2—3 months, with a somewhat larger impact in Europe and a
more moderate effect in the US. Emerging markets experience a more pronounced
increase of 1-2 percentage points

e Inflationary pressures prove transitory, with limited second-round effects; the impact
on core inflation is less than half of the headline increase

e Most central banks maintain a pause in the near term but eventually proceed with
previously anticipated rate cuts (notably the Bank of England and the Federal Re-
serve)

e Elevated energy prices and increased policy uncertainty exert a modest drag on global
growth of around 0.2 percentage points

B. Asset classes

Fixed income
. Yield curves shapes unchanged. Some of the risk-off flows will reverse and lead to
moderately higher yields across currency spaces
. Yield upside will be capped by uncertainty about labour market effects from Al dis-
ruption and negative news flow from private credit markets
. Credit spreads should remain stable or widen only moderately
FX and gold
e The US dollar should continue to trade at around current levels, with the trade-
weighted DXY dollar index fluctuating within the 98-to-100 range in the near term
e We also expect the euro and the Swiss franc to trade at around current levels, while
gold should be supported at above $5°000 per troy ounce
Equities
e Expect volatility to remain elevated until risks to oil supplies and the global economy
subside (VIX>20)
e Equity market drawdown to be limited to ~5%% from the pre-air-campaign levels, leav-
ing the S&P500 above 6’500
e Asthe military campaign is closing in, markets are set to recover. Our year-end target
for the S&P 500 of 7°400 remains in place
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In our worst-case scenario, the conflict esca-
lates and drags on, with the oil price staying
above $100/bbl for an extended period of
time. Inflation increases by >2%pts and many
economies fall into recession

Spike in oil prices would lead to severe risk-
off, including higher US dollar, lower yields
and sharp pull-back in equities. Year-end tar-
gets would likely be revised lower
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2. Worst Case: Prolonged Regional Conflict (25%)

A. Macro

Iranian military capabilities prove more resilient than initially anticipated

The conflict broadens regionally, drawing in additional actors and preventing US dis-
engagement

The Strait of Hormuz remains closed, with damage to energy infrastructure; oil prices
rise above $100/bbl and remain elevated for an extended period

Headline inflation increases by at least 2 percentage points across most economies,
accompanied by more pronounced second-round effects and a rise in inflation expec-
tations

A recession becomes likely in several economies, particularly in Europe and oil-im-
porting emerging markets

A stagflationary environment complicates the calibration of monetary policy for cen-
tral banks

Economic divergence widens between net oil exporters and importers, with Europe
and Japan more adversely affected than the US

B. Asset classes

Fixed income

Yields likely to drop more meaningfully as high oil prices and geopolitical uncertainty
would lead markets to price a higher probability of recession
Credit spreads will likely widen materially to account for a weaker economy

FX and gold

The US dollar should rise meaningfully in this scenario, with the trade-weighted DXY
dollar index climbing above 100 in the near term

A surging oil price would affect cyclical currencies most significantly, likely pushing
EURUSD towards 1.15, while EURCHF may fall below 0.90, increasing the risk of FX
interventions by the SNB

We see gold climbing towards $6'000 per troy ounce in this scenario and would prob-
ably revise our year-end targets in this event

Equities

Expect volatility to spike (VIX>40)

Equity market to pull back by up to 15% (S&P500<6’'200)

Defensive sectors and energy are set to outperform

Net oil importers to suffer most: e.g. India, Korea, Japan, euro area markets

Our S&P500 end-year target would likely need to be lowered to <7’000 as the eco-
nomic fallout from sharply higher oil prices would be a major headwind to earnings in
2026
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3. Best Case: Confrontation Subsides Quickly (25%)

A. Macro

In the best case scenario, the military con- e
frontation subsides rapidly, and the Iranian e
regime gives in on its nuclear and ballistic
missile programmes. No visible impact on e
the global economy .

Active confrontation subsides within a few weeks

Military campaign proves highly effective in degrading Iran’s military capabilities
Missile and drone attacks cease

The Strait of Hormuz reopens promptly, with minimal damage to energy infrastructure
The Iranian regime concedes on key issues, notably nuclear and ballistic programs
President Trump declares a strategic success and withdraws the majority of US mili-
tary assets from the region

Oil prices decline rapidly toward approximately $65/bbl

The overall macroeconomic impact remains limited

B. Asset classes

Most optimistic outcome, leading to steeper Fixed income

yield curves, weaker US dollar and full rever- o
sal of equity sector moves in response to the
campaign. End-year targets remain in place

Yield curves would bear-steepen moderately as some of the risk-off flows reverse
10y bond yields will likely trade up to previous ranges. 4.25% mid-point 10y US Treas-
uries, 2.8% 10-year Bunds

Yield upside will be capped by uncertainty about labour market effects from Al dis-
ruption and negative news flow from private credit markets

Credit spreads will likely tighten slightly from current levels

FX and gold

The US dollar should fall again, reversing its recent gains, with the trade-weighted
DXY dollar index back at around 97 in the near-term

This scenario would also allow the euro to reclaim its recent highs and ease upward
pressure on the Swiss franc, while gold would likely retrace towards $5'000 per troy
ounce in the near term

Equities
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Expect volatility to fall (VIX<20)

Gains in energy and losses in discretionary/airlines likely to reverse

Equity drawdown to remain very contained (S&P500 to remain above 6’ 700)
Our year-end target for the S&P 500 of 7°400 remains in place
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Summary Table: Possible scenarios on the war in Iran

Scenario /

probability

Assumptions

Contained conflict

Several weeks of air campaign weaken the Iranian
regime but not to the extent that it collapses. The
US and Iran re-enter negotiations.

03 March 2026

Economic impact

Oil price settles at around $75/bbl, 15% higher
than the level at the beginning of 2026 as some risk
premium lingers

Inflation increases on average 0.5%pts after 2-3

Market impact

Fixed Income :No meaningful curve change as
risks linger on top of an already cautious
sentiment. 10y yields up only slightly. Unchanged to
somewhat wider credit spreads

FX: USD to trade at around current levels, with

Base case . o months in developed markets and 1:2%pts in DXY between 98 and 100 in the near term,
scenario Strait of H.ormuz reo peqs, no S|gp|f|cant damage emerging markets. Limited second-round effects EURUSD: 115 -120,EURCHF:0.90-0.92,
50% to energy infrastructure in the region Gold to trade between 5200 and 5'500,
FX and gold year-end targets remain in place
Growth :Global growth 0.2%pts lower Equities: Volatility elevated (VIX>20), defensive
tilt, equity drawdown of ~5%from pre-campaign
levels (S&P trough above 6'500), S&P 2026 year-
end target remains at 7'400
Prolonged regional conflict Oil price rises above $100/bbl and stays there for Fixed Income : Substantially lower yields, also
Iranian military capabilities remain strong even after a prolonged period of time long-term maturities as recession gets priced.
weeks of US air campaign. Strikes on neighbouring Sharp widening in credit spreads
countries continue and the US cannot disengage
Inflation increases on average 2%pts with higher FX: USD to rise meaningfully, with DXY rising
Worst case i inflation expectations and larger second-round above 100 in the near term,
scenario _Stra't of Hormuz stays closed, energy effects EURUSD below 115, EURCHF below 0.90,
25% infrastructure damaged Gold to move towards 6'000,
Stronger USD and higher gold year-end targets
Growth :Recession likelyin many economies Equities : Volatility spikes (VIX>40), defensive tilt,
especially in Europe and some oil-importing EM net oil importers exposed (India, Korea, Japan,
euro area), 5% equity drawdown to (S&P <6'200),
S&P year-end target would likely be reduced to
<7'000
Confrontation subsides quickly Oil price drops quickly back to $65/bbl Fixed Income :Modest bear steepening as
US air strikes quickly destroy Iran's military some of the risk-off positions are unwound. yields
capabilities over the next 4 weeks. Iran gives inon up to 4%to 4.5%range. Unchanged to slightly
nuclear and ballistic capabilities. Trump claims a tighter spreads
quick win
Inflation is not affected by the short-lived price FX: USD to fall, with DXY back around 97 in the
Best case i . . movement near-term, downward trend to continue
scenario Strait of Hormuz reopens rapidly, minimal damage EURUSD around 120, EURCHF above 0.92
25% to energy infrastructure Gold to retrace towards 5'000 in the near term

Growth :limited economic impact

FX and gold year-end targets remain in place

Equities : Volatility drops (VIX<20), energy sector
underperforms, discretionary/airlines outperform,
equity drawdown reverses (S&P >6'700), 2026 end-
year target remains in place (S&P: 7'400)
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Important Information

This publication has been prepared by Bank J. Safra Sarasin Ltd (the “Bank”) for information purposes only. It is not the result of financial
research conducted. Therefore, the “Directives on the Independence of Financial Research” of the Swiss Bankers Association do not apply to
this publication.

Any views, opinions and commentaries in this publication (together the “Views”) are the Views of the authors and may deviate from those other
departments within the Bank. The Bank may make investment decisions or take proprietary positions that are inconsistent with the Views
expressed herein. It may also provide advisory or other services to companies mentioned in this publication resulting in a conflict of interest
that could affect the Bank’s objectivity. While the Bank has taken steps to avoid or disclose such conflicts, it cannot make any representation
in such regard. The Views contained in this publication are as per the date of writing and may be subject to change without notice.

This publication is based on publicly available information and data (the “Information”) believed to be correct, accurate and complete. The Bank
has not verified and is unable to guarantee the accuracy and completeness of the Information contained herein. Possible errors or incomplete-
ness of the Information do not constitute legal grounds for liability, either with regard to direct, indirect or consequential damages. In particular,
neither the Bank nor its shareholders and employees shall be liable for the Views contained in this publication.

This publication does not constitute a request or offer, solicitation or recommendation to buy or sell investment instruments or services. It
should not be considered as a substitute for individual advice and risk disclosure by a qualified financial, legal or tax advisor. Potential investors
should read all relevant documentation before making any investment, including risk warnings, and to seek financial or tax advice.

Past performance is no indication of current or future performance. Investments in foreign currencies are subject to exchange rate fluctuations.
The Views and opinions contained in this publication, along with the quoted figures, data and forecasts, may be subject to change without
notice. There is no obligation on the part of the Bank or any other person to update the content of this publication. The Bank does not accept
any liability whatsoever for losses arising from the use of the Information (or parts thereof) contained in this document.

Neither this publication nor any copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person.
This publication is not directed to any person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such
distribution is prohibited and may only be distributed in countries where its distribution is legally permitted.

This publication constitutes marketing material. If it refers to a financial instrument for which a prospectus and/or a key investor/information
document exists, these are available free of charge from Bank J. Safra Sarasin Ltd, Elisabethenstrasse 62, P.O. Box, CH-4002 Basel, Switzer-
land.

Bloomberg

“Bloomberg®” and the referenced Bloomberg Index/Indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg
Index Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes
by Bank J. Safra Sarasin Ltd. Bloomberg is not affiliated with Bank J. Safra Sarasin Ltd, and Bloomberg does not approve, endorse, review, or
recommend the financial instrument(s) mentioned in this publication. Bloomberg does not guarantee the timeliness, accurateness, or com-
pleteness of any data or information relating to the financial instrument(s) mentioned in this publication.

ICE Data Indices

Source ICE Data Indices, LLC (“ICE DATA”"), is used with permission. ICE Data, its affiliates and their respective third party suppliers disclaim
any and all warranties and representations, express and/or implied, including any warranties of merchantability or fitness for a particular pur-
pose or use, including the indices, index data and any data included in, related to, or derived therefrom. Neither ICE Data, its affiliates or their
respective third party providers shall not be subject to any damages or liability with respect to the adequacy, accuracy, timeliness or complete-
ness of the indices or the index data or any component thereof, and the indices and index data and all components thereof are provided on an
“as is” basis and your use is at your own risk. ICE Data, its affiliates and their respective third party suppliers do not sponsor, endorse, or
recommend Bank J. Safra Sarasin Ltd, or any of its products or services.

J.P. Morgan

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The Index
is used with permission. The Index may not be copied, used, or distributed without J.P. Morgan’s prior written approval. Copyright 2020, J.P.
Morgan Chase & Co. All rights reserved.

MSCI Indices

MSCI Disclaimer: https://www.msci.com/notice-and-disclaimer-for-reporting-licenses

SMI

SIX Swiss Exchange AG (“SIX Swiss Exchange”) is the source of SMI Indices® and the data comprised therein. SIX Swiss Exchange has not
been involved in any way in the creation of any reported information and does not give any warranty and excludes any liability whatsoever
(whether in negligence or otherwise) — including without limitation for the accuracy, adequateness, correctness, completeness, timeliness, and
fitness for any purpose — with respect to any reported information or in relation to any errors, omissions or interruptions in the SMI Indices® or
its data. Any dissemination or further distribution of any such information pertaining to SIX Swiss Exchange is prohibited.
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Distribution Information

Unless stated otherwise this publication is distributed by Bank J. Safra Sarasin Ltd (Switzerland).

The Bahamas: This publication is circulated to private clients of Bank J. Safra Sarasin (Bahamas) Ltd, and is not intended for circulation to
residents or citizens of The Bahamas or any other person or legal entity deemed ‘Resident’ in The Bahamas for the purposes of exchange
control by the Central Bank of The Bahamas.

Dubai International Financial Centre (DIFC): This material is intended to be distributed by J. Safra Sarasin (Middle East) Ltd (“JSSME”) in DIFC
to professional clients as defined by the Dubai Financial Services Authority (DFSA). JSSME is duly authorised and regulated by DFSA. If you do
not understand the contents of this document, you should consult an authorised financial adviser. This material may also include Funds which
are not subject to any form of regulation or approval by the Dubai Financial Services Authority (“DFSA”). The DFSA has no responsibility for
reviewing or verifying any Issuing Document or other documents in connection with these Funds. Accordingly, the DFSA has not approved the
Issuing Document or any other associated documents nor taken any steps to verify the information set out in the Issuing Document, and has
no responsibility for it. The Units to which the Issuing Document relates may be illiquid and/or subject to restrictions on their resale. Prospective
purchasers should conduct their own due diligence on the Units.

Germany: This marketing publication is distributed in Germany by J. Safra Sarasin (Deutschland) GmbH, Bockenheimer Landstrafle 92, 60323
Frankfurt am Main for information purposes only and does not lodge claim to completeness of product characteristics. Product documents
relating to any funds are available free of charge in German and English from J. Safra Sarasin (Deutschland) GmbH, Bockenheimer LandstraRe
92, 60323 Frankfurt am Main and at: https://product.jsafrasarasin.com/internet/product/en/index. To the extent that future performance is
discussed in this publication, it is based, among other things, on forecasts of future developments in the financial markets and corresponding
simulations, which in turn are based on past experience and specific performance data. Therefore, please note that historical performance
data, forecasts and other simulations are not a reliable indicator of future performance. We do not guarantee that the forecasted values of the
model calculations will be achieved. The information contained in this publication for clients domiciled or resident in Germany is intended solely
for institutional clients who intend to enter into investment transactions solely as entrepreneurs for commercial purposes. This clientele is
limited to credit and financial services institutions, capital management companies and insurance companies, provided that they have the
necessary permission for the business operation and are subject to supervision, as well as medium and large corporations within the meaning
of the German Commercial Code (section 267 (2) and (3) HGB).

Hong Kong: This document is disseminated by Bank J. Safra Sarasin Ltd, Hong Kong Branch in Hong Kong. Bank J. Safra Sarasin Ltd, Hong
Kong Branch is a licensed bank under the Hong Kong Banking Ordinance (Cap. 155 of the laws of Hong Kong) and a registered institution under
the Securities and Futures Ordinance (cap. 571 of the laws of Hong Kong).

Luxemburg: This publication is distributed in Luxembourg by Banque J. Safra Sarasin (Luxembourg) SA (the “Luxembourg Bank”), having its
registered office at 19, Boulevard Joseph Il, L-1840 Luxembourg, registered with the Trade and Company Register of Luxembourg under the
number B 157239, which is subject to the supervision of the Commission de Surveillance du Secteur Financier (CSSF). The Luxembourg Bank
merely agrees to make this document available to its clients in Luxembourg. This document shall not be construed as a personal recommen-
dation as regards the financial instruments or products or the investment strategies mentioned therein, nor shall it be construed as and does
not constitute an invitation to enter into a portfolio management agreement with the Luxembourg Bank or an offer to subscribe for or purchase
any of the products or instruments mentioned therein. The information provided in this document is not intended to provide a basis on which
to make an investment decision. Nothing in this document constitutes an investment, legal, accounting or tax advice or a representation that
any investment or strategy is suitable or appropriate for individual circumstances. Each client shall make its own appraisal. The liability of the
Luxembourg Bank may not be engaged with regards to any investment, divestment or retention decision taken by the client on the basis of the
information contained in the present document. The client shall bear all risks of losses potentially incurred as a result of such decision. In
particular, neither the Luxembourg Bank nor their shareholders or employees shall be liable for the opinions, estimations and strategies con-
tained in this document.

Monaco: In Monaco this document is distributed by Banque J. Safra Sarasin (Monaco) SA, a bank registered in “Principauté de Monaco” and
regulated by the French Autorité de Controle Prudentiel et de Résolution (ACPR) and Monegasque Government and Commission de Contrdle
des Activités Financiéres (<CCAF»).

Panama: This publication is distributed, based solely on public information openly available to the general public, by J. Safra Sarasin Asset
Management S.A., Panama, regulated by the Superintendence of the Securities Market of Panama (SMV).

Qatar Financial Centre (QFC): This material is intended to be distributed by Bank J. Safra Sarasin (QFC) LLC, Qatar [“BJSSQ”] from QFC to
Business Customers as defined by the Qatar Financial Centre Regulatory Authority (QFCRA) Rules. Bank J. Safra Sarasin (QFC) LLC is authorised
by QFCRA. This material may also include collective investment scheme/s (Fund/s) that are not registered in the QFC or regulated by the
Regulatory Authority. Any issuing document / prospectus for the Fund, and any related documents, have not been reviewed or approved by the
Regulatory Authority. Investors in the Fund may not have the same access to information about the Fund that they would have to information
of afund registered in the QFC; and recourse against the Fund, and those involved with it, may be limited or difficult and may have to be pursued
in a jurisdiction outside the QFC.
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Singapore: This document is disseminated by Bank J. Safra Sarasin Ltd., Singapore Branch in Singapore. Bank J. Safra Sarasin, Singapore
Branch is an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110), a wholesale bank licensed under the Singapore
Banking Act (Cap. 19) and regulated by the Monetary Authority of Singapore.

© Copyright Bank J. Safra Sarasin Ltd. All rights reserved.
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