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Resilient fundamentals vs. investor froth

US tariff threats added to Mideast tensions, clouding near-term outlook. Reasons to stay diversified amid stretched investor positioning in equities. The
ECB is likely to deliver 25bps hike next week, then pause. US payrolls and inflation data are next catalysts.

Avoiding concentration risks in equities and tech.

Global equity markets scaled back from record highs due to renewed Middle East tensions and US proposal to impose 10-12.5% tariffs against dozens
of trade partners. Despite rising consensus upgrades to Al capex assumptions and Al-related price targets, April 2026 upgrade on Al capex was a
measured 5-10ppts. Key concerns include funding constraints — as seen from the latest surge in debt issuance and IPOs - and execution bottlenecks
around power and infrastructure. Long-term bullish on the Al super cycle but short-term cautious, given pockets of investor exuberance and extremely
stretched investor positioning. Equal-weighted global equity index in the near-term and diversification in the tech sector across semiconductors,
hardware, internet, and software is preferred.

The ECB expected to deliver a 25bps “insurance” hike next week

This is likely to be followed by a pause to reassess the impact of the Middle East conflict on growth and inflation. Euro area headline inflation rose
3.2% in May, strengthening the case for a hike in June, but core inflation was relatively subdued at 2.5%. Weaker growth — reflected in negative
economic surprises readings, contracting PMIs and declining industrial production since the Middle East conflict started — argues against rapid
follow-up rate hikes. A prolonged Strait of Hormuz closure could force further action though. Against this backdrop, EUR/USD is likely to trade within

the 1.14-1.18 range, with volatility at its lowest since 2020.

US payrolls, inflation data are next macro catalysts

Latest US activity data and subdued jobless claims suggest US private payrolls for May are likely to post another month of solid gains, potentially
pushing the unemployment rate down. However, beneath the labour market's resilience, real disposable incomes are falling and the savings rate has
dropped below 3%, close to the lowest in recorded history, signalling growing stress among households amid rising energy costs. Given these
conflicting pressures, expect the Fed to stay on hold for now.

A solid payrolls data, followed by any further acceleration in inflation (May data due next week) would strengthen the hawks in the Fed policymaking
committee. US government yields face tension between firm economic data and inflation and fiscal policy risks and crowded short positioning. 5-7-
year maturities in bond allocations, while hedging inflation risks with inflation-protected bonds is preferred.




DISCLAIMER

Information provided in this document is indicative and has no contractual value. It is subject to frequent changes, especially due to
evolutions in the legislative and regulatory environment. This information does not constitute an investment, legal, accounting or tax advice.
Before any implementation the recipient of this document must consult an independent professional advisor in order to determinate if his
objectives are compatible with proposed operations and to obtain all financial accounting legal and tax information necessary to allow him to
appreciate characteristics risks and suitability of each intended operation and cannot be held responsible for any consequences especially
financial as the result of operations which would be realized based on this only document.

Information provided in this document are coming from the best sources. Nevertheless, Arabian International Partners LLC (AIP), its
subsidiaries and employees, cannot be held responsible for any financial or other consequences that may arise from the use or distribution
of this document.

This confidential document is exclusively intended for the person to whom it is given and may not be communicated to third parties (except
for external advisers under the condition they respect this confidentiality undertaking) and may not be reproduced, copied or circulated
without prior authorization of Arabian International Partners LLC (AIP).

©AIP, 1006 , Al Hawai Tower, Sheikh Zayed Road , Dubai, United Arab Emirates.
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