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The U.S. and Iran announced a preliminary agreement intended to end the four-month conflict that

has weighed on the global economy. Financial markets have reacted positively to this development,
with the stock market climbing, oil prices falling, and interest rates declining. How should investors

interpret this agreement and what does it mean for portfolios?

The deal, which is described as a "memorandum of understanding," includes the reopening of the
Strait of Hormuz, with a final deal to happen over a 60-day period. While the announcement of a deal
is encouraging, especially from a humanitarian perspective, there are still many questions remaining
that will take weeks to play out. In particular, the full text of the agreement has not been released
and disagreements remain over difficult issues such as Iran's nuclear program and sanctions.

For investors, it’s important to remember that there have been many tentative ceasefires and failed
negotiations since the war began. These events have driven short-term market swings as investors
react to the flow of news. So, while these latest developments are positive, they occur in the context
of markets that have been trending in a positive direction and an economy that has remained
resilient.

Oil prices and inflation: possible relief at the pump
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Major Middle East events, oil prices, and the S&P 500 since 2010

$8,000
—— S&P 500 (left) Gaza Ceasefire
ISIS Declares Brent Crude Oil (USD/bbl, right)
$7,000 Caliphate $120
Hamas Attack
on Israel
Oct 7,2023

$6,000
$100

U.S. Exits
$5,000 Iran JCPOA

Iran JCPOA Soleimani ) /
| Nuclear Deal Killed by U.S. / ,l\'w $80
$4,000
Libya Civil War
|

Iran Missile &

$3,000 Drone Attack $60
| on Israel Conflictin Iran
Arab Spring
Begins (Dec 2010) W'}
i
2,000 o
| MMV $40
$1,000
Saudi-Iran
Diplomatic Break

S&P 500 Index
Brent Crude Oil (USD / bbl)

$20

2010 2012 2014 2016 2018 2020 2022 2024 2026

Latest data point is Jun 12, 2026

Sources: Clearnomics,
Standard & Poor’s, LSEG
2026 Clearnomics, Inc

Energy prices are the primary channel through which geopolitical conflicts affect the broader
economy. The effective closure of the Strait of Hormuz, a major waterway for oil and gas, forced
major Middle Eastern producers to scale back output as storage capacity filled up. However, oil
prices had already begun to trend lower in recent weeks, falling more than 25% from the April peak

of $118 per barrel to around $85 before the preliminary peace deal was announced.
1

History shows that while Middle East conflicts can lead to spikes in oil prices, these events tend to be
short-lived. In the long run, what drives oil prices are supply and demand factors such as increased
U.S. oil production. This is why economists often describe supply-side shocks as “transitory,”
meaning their inflationary effects tend to fade once the underlying disruption is resolved. A
reopening of the Strait of Hormuz would be an important step in that direction, even if it does take
time for fuel prices to return to more normal levels.

Gasoline prices at the pump have followed a similar trend. The average price of regular unleaded
gasoline rose above $4.50 per gallon at its peak in late May before pulling back toward $4.00 per
gallon more recently. The latest Consumer Price Index report shows that energy prices have risen
23.5% year over year, with gasoline up 40.5%. This energy spike was the primary driver of headline
CPl reaching 4.2% in May, its highest level in several years.?



While this creates challenges for consumers, it has also not proven to be a repeat of the post-
pandemic inflationary period. Importantly, core inflation, which excludes food and energy, rose only
2.9% year over year in May. This suggests that higher oil prices have not fully spread broadly across
the economy. If oil prices continue to trend lower, the hope is that price pressures will improve as
well, which could help the Fed as it manages higher inflation and a strengthening jobs market.

Markets have experienced healthy gains this year across asset classes
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Beyond energy markets, many asset classes have been resilient this year. The U.S. stock market has
experienced strong gains this year, with the S&P 500’s year-to-date return hovering around 10%,
driven by strong earnings growth and a healthy economy.?

Bonds have also helped to stabilize portfolios during periods of volatility, even if the Bloomberg U.S.
Aggregate Bond Index is essentially flat on the year.*

The 10-year Treasury yield is below 4.5% and the 30-year yield is under 5%, as both inflation and
uncertainty have improved. International stocks have also performed well, continuing the trend of
the past two years.”



Many sectors have contributed to these returns, with eight of the eleven S&P 500 sectors in positive
territory. Not surprisingly, the energy sector has outperformed, gaining approximately 27% year to
date as higher oil prices boosted revenues for producers. Other sectors with more defensive
characteristics, including Utilities and Consumer Staples, also performed relatively well as investors
sought stability. Information Technology has experienced volatility due to interest rate swings, but
has experienced a return of about 17.5% year-to-date.

This is a reminder of why it’s important to maintain portfolio balance across different parts of the
market. Geopolitics, inflation, and interest rates are difficult to predict, so holding different parts of
the market that can support portfolios through these periods is the best way to manage risk while
creating growth opportunities.

Investors should maintain a long view on geopolitics and economic cycles
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Over the past century, geopolitical conflicts, including wars, oil embargoes, and regional crises, have
tested financial markets. While these events often led to short-term market swings, markets typically
recovered and continued higher even when the underlying situations were not resolved. When



zooming out, such as in the chart above, it’s easy to see that what drove long-term performance was
not each event itself but the underlying economic and market cycles.

The announcement of a deal is undoubtedly positive. That said, it’s important to remember that
well-constructed portfolios do not depend on this alone. Lower energy prices should reduce
inflationary pressure, improve household purchasing power, and ease the burden of higher

transportation costs on businesses, which all support the economy. It is also a timely lesson on the
importance of staying invested and focusing on long-term outcomes in the pursuit of financial goals.

The bottom line? A preliminary U.S.-Iran peace agreement has lifted markets and pushed oil
prices lower. For investors, history shows that the best way to navigate geopolitical events is
to focus on long-term trends and financial goals.
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Index Descriptions

S&P 500

The Standard & Poor’s 500 Index is a capitalization-weighted index of 500 stocks designed to

measure performance of the broad domestic economy through changes in the aggregate market
value of 500 stocks representing all major industries.

The modern design of the S&P 500 stock index was first launched in 1957. Performance prior to 1957
incorporates the performance of the predecessor index, the S&P 90.

MSCI Emerging Markets Index



The MSCI EM (Emerging Markets) Index is a free float-adjusted market capitalization weighted index
that is designed to measure the equity market performance of the emerging market countries of the
Americas, Europe, the Middle East, Africa and Asia. The MSCI EM Index consists of the following
emerging market country indices: Brazil, Chile, Colombia, Mexico, Peru, Czech Republic, Egypt,
Greece, Hungary, Poland, Qatar, Russia, South Africa, Turkey, United Arab Emirates, China, India,
Indonesia, Korea, Malaysia, Philippines, Taiwan, and Thailand.

MSCI EAFE Index

The MSCI EAFE Index is a free float-adjusted market capitalization index that is designed to measure
the equity market performance of developed markets, excluding the US & Canada. The MSCI EAFE
Index consists of the following developed country indices: Australia, Austria, Belgium, Denmark,
Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand,
Norway, Portugal, Singapore, Spain, Sweden, Switzerland and the UK.

Bloomberg US Aggregate Bond Index

The Bloomberg U.S. Aggregate Bond Index is an index of the U.S. investment-grade fixed-rate bond
market, including both government and corporate bonds.
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reliable; however, their accuracy and completeness is not guaranteed by Steward Partners and providing you with this
information is not to be considered a solicitation on our part with respect to the purchase or sale of any securities,
investments, strategies or products that may be mentioned. In addition, the information and data used are subject to
change without notice. Past performance is not a guarantee of future results.

Keep in mind that individuals cannot invest directly in any index, and index performance does not include transaction
costs or other fees, which will affect actual investment performance. Individual investor's results will vary. Past
performance does not guarantee future results. Future investment performance cannot be guaranteed, investment
yields will fluctuate with market conditions.

For index definitions click here

Securities are offered through Steward Partners Investment Solutions, LLC (“SPIS”), registered broker/dealer, member
FINRA/SIPC. Investment advisory services are offered through Steward Partners Investment Advisory, LLC (“SPIA”), an
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as a recommendation to buy, sell, or hold the company's stock. Predictions, forecasts, and estimates for any and all markets
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law any and all criminal and civil remedies for the violation of its rights.
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