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Geopolitical stalemate, cooling jobs and inflation

Markets weigh a Middle East deadlock against softer US data and sticky inflation risks. The geopolitical situation in the Middle East appears to
have reached a stalemate, allowing oil prices to stabilise. Both sides appear to have hardened their position, with Iran insisting on management of
the strait of Hormuz, while Trump posted on social media that the US has “total control” over the strait as he talked up the US naval blockade.
Pakistan’s foreign ministry has suggested that the larger peace process seems to have stalled.

The Fed should have room to remain on hold through 2026, though other central banks may restart hiking. July US CPI continued to moderate in
line with expectations, with y/y headline CPI falling to 3.4% while core dropped to 2.5%, the lowest level since 2021. In addition, US non-farm
payroll unexpectedly contracted in July with a reduction in net job creation of -23,000 while both June and May numbers were also revised lower,
suggesting that the momentum in Spring has dissipated. These data prints on the margin give the Fed more breathing room to remain patient and
on hold through the end of the year.

The ECB, being an inflation-targeting central bank, remains under pressure to hike rates again as European natural gas prices remain near their
highs during the initial outbreak of the US Iran conflict. Meanwhile, the BoJ remains behind the curve with negative real yields. The still significant
yield gap between Japan and the US is once again putting pressure on the yen, despite the earlier US-Japan coordinated intervention. Both ECB
and the BoJ expected to hike one more time before the year end.

With the earlier discussed cooling economic data softening bond yields, coupled with still strong reported earnings, equities continue to deliver
positive returns. The equity rally appears to be broadening out, including themes like Global Power & Electrification as well as US financials which
continue to benefit from heightened capital market activity.




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.




THE FUTURE IS YOURS D

Corporate Finance
Structured Debt
Debt Capital Markets
Financial Sponsor Coverage
Advisory

arabianipl.com




	Slide 1
	Slide 2
	Slide 3
	Slide 4

