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Just over two months ago...rates were falling

Fed rate moves implied by SOFRZ6 options
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Higher inflation makes rate hikes possible
Fed rate moves implied by SOFRZ6 options
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Different outcomes in one chart
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Three Economic Views:

1. War and Oil
2. A Quick Resolution
3. Stocks at all time highs




War and Oil

The case for rates to rise




Are we on track for another "70s-style inflation spike?

Figure 7: WTI Oil Prices ($/bbl) in real terms - the 2026 shock doesn't particularly standout relative to history, particularly
with the pullback since March
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Are we on track for another "70s-style inflation spike?
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Why are we talking War when
we have a cease-fire?
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...Creating biggest oil supply shock on record

Size of shock to the global oil market, % of total global oil
Suez Crisis (1956) 10%
Gulf War (1990) 9%
Arab Oil Embargo (1973) 7%
Iranian Revolution (1979) 5%
Russia-Ukraine (2022) 3%

Iraq War (2003) 3%

Source: (1) Rapidan Energy Group. WS5J, “How the lran War Compares With Past Market Shocks” (David Uberti & Jared Mitovich)
MUFG
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Strait of Hormuz is a chokepoint for Oil and LNG trade
Stra lt Of Ho rm uz Volume transported through the strait in 2024

(daily average)
" Oil and petroleum products

rlanSeaandthelndnan ! T 20 3 MILLION -
N ; noL barrels - RIS

&

j : “« e ‘ {‘ - ; ' 4 .

"] IRAQ UYL AN - M

| S e i ) MILL[ON Wi
Shipments through the Strait of Hormuz ( < cublc meters
| o/ “‘J \ - { -
30%

Stmltc.)g= i
© |Hormuz ’ 3

oudi Arabia is the largest ﬁ
of 9|°b°| seabome xporter of oil through the Y iy
Oll trade = \/_j rait, while Qatar leads in {
o’ . 24 LNG exports ) :
20% -~
ARABIA
of glot_;.al o 80% of LNGg
| LNG trade ) through t
* [ goes to As
= 20% to Europe
Y = .r*.__/3 1". ’J‘/ v
*'A" . o ‘
_____ he17,2025  Source:US Eh’evwln(&mmn on Admidistration i

11



Y/4

Strait of Hormuz traffic has ground to a halt...
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Stocks and Oil disagree. Who is right?

S&P 500 around major geopolitical events (since 1939) Treasury Yields and Oil Spot
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Offsetting factors limit Oil’s
impact vs 1970’s




Global energy intensity has halved since "70s

Energy intensity of GDP, global
Exajoules of consumption / $2021 global real GDP, trillions
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Europe has grown alternatives

Sources of power generation in Germany
100%

Nuclear power

80 production stopped on
April 15, 2023
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Inventories were unusually high
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Global release of SPR 400m barrels boosts US oil exports

Buyers flock to US crude oil as Iran clash
squeezes Mideast supply
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Pipelines offset (only) a quarter of Hormuz traffic

Two vital pipelines for the Middle East
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It will take time for global oil supply to recover

Middle East Airstrikes
Strikes since Feb. 28, most recent are circled

Iran and proxies response M US and Israeli airstrikes
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Could this cause a Recession?
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Recession odds rising (a little) with oil prices
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A Quick Resolution
Back to the old future

The case for rates to fall




Goldilocks (with a K)

2026 Real GDP Growth Estimates
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Most sectors are now fully staffed

Jan. 2025-Apr. 26 Job Gains/Losses (Thousands)

Education & Health Services
Total

State & Local Gov't

Leisure & Hospitality

Other Services

I GO

| 420

123
116
60

Construction

Utilities

Retail Trade

Mining & Logging

Wholesale Trade

Financial Activities
Transportation & Warehousing
Professional & Business Services
Manufacturing

Information

______________________ 1€&DOGE Cuts

-500 -250 0 250 500 750 1,000
Iol Thousands

source: BELs, Masdag eEconomic Hesearch
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Labor Market back in balance...wages rising slower

Wage Growth and Layoff Rate*
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Consumer holding up:

K-shaped




Wages: becoming K-shaped
After-tax wages and salaries by household income, change from a yvear earlier
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Source: Bank of America internal data



Wages: becoming K-shaped
After-tax wages and salaries by household income, change from a yvear earlier
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Consumer spending: Also K-shaped

Total credit- and debit-card spending by household income, change from a year earlier

6%
Lower Middle Higher
4%
2% X “
Y. Lower-
" Income
ﬂ DN
0% - ~r bigger
share on
Energy
_2031’0
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M Source: Bank of America internal data 30
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Gas prices might absorb the OBBBA Tax cuts

m Increase in spending if gasoline prices rise to $4.20 and gasoline
consumption is unchanged, % of total

m Boost to incomes in 2026 from new measures in the OBBBA, %

Higher
Gas

“Prces
1 2 3 4 5 6 7 8 9 10

Income decile

OBBBA
Tax Cuts

O_.

1.6
1.4
1.2
- 1.0
0.8
0.6
-50.4
10.2

1'0.0

verall,

Source: Pantheon Macroeconomics
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K-shaped credit: Wealth Effect vs Credit Cards

— 90+ days delinquency rate, mortgages
- Auto loans
Credit cards

Student loans

- 14
- 12
- 10
- .8
. - 6
_3:}9;}_.@ p
Home Loang - 2
= 0

030405060708091011121314151617 18 1920 21 22 23 24 25 26

Source : Pantheon Macroeconomics
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Wealth Effect: K-shaped

High Earners Saw Stock Wealth Surge Since Pandemic

Distribution of equity/mutual fund ownership by income groups
mw Top20% ®@ Middle 40% = Bottom 40%

$60 tin
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T ey pmm s g e " g
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Source: Federal Reserve Distributional Financial Accounts
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Do Rates matter?




Rates are still too high to move

THE NEW-EXISTING MORTGAGE RATE GAP WILL REMAIN WIDE

— Average interest rate on outstanding mortgages, %

— 30-year rate for a new conventional mortgage, %

x

/

/
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Macro end-
2026 projection
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Over 50% of mortgages still under 4%

23. ...AS VERY FEW HOUSEHOLDS WILL REFINANCE AT ALOWER RATE NEXT YEAR

Distribution of stock of mortgages by interest rate, % of total

— Under 3% —— 3-t0-4% 4-to-5% 5-t0-6% — Over 6%
Latest conventional 30-year mortgage rate: 6.3% - 45
- 40
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Rates are still too high for buyers

Home Sellers Are Far Outnumbering Buyers
The gap is near the biggest in more than a decade

Buyers , Sellers
2.8M

2.6

A" 24

WA /’\ 2.2
2NA'

i Sellers
\ 2.0
1.8
f . 16 [ 600k
\
o 1.4
1.2
| | | | | | |
2014 2016 2018 2020 2022 2024 2026

Note: Estimated number of US homebuyers and sellers actively in the market
Iol Source: Redfin

Bloomberg
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Fastest Fed-driven housing slowdown on record

% Change in existing 1 family home sales during Fed tightening cycles %
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House prices are under pressure

Real Home Price Index (NSA, 1890=100) Apartment List Median Rent Prices

— National, Overall = Augur SA
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Stocks are all time highs?

Two tailwinds




re strong
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Earnings growth is accelerating

2025 & 2026 Earnings Growth Estimates (% YoY)

35% 390/,
30% 29%
25%
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20%
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Source: FactSet country and region aggregates, Nasdag Economic Research 42



Margins improving everywhere

12-Month Forward Profit Margin*
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Why?




Lower inflation

Contribution to Annual PCE Inflation
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Slower but real wage growth

Wage Growth and Inflation
10%

9%
8%

7%

Growth

6%
5%

4% Positive

39% /—"\_~__/ Real Wage

Growth

Positive*Rea| Wage Growth

Year-Over-Year Growth

——CPI Inflation
—Wage Growth

2%

1%

0%

Source: BLS, Nasdag Economic Research



Lower interest rates
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Interest Expense to EBIT Ratio

US Recession

==S&P 500
==S&P 400 Mid Caps
==S&P 600 Small Caps

’
U

\'4

"~ Covid (earnings slump)

<Small Cap

<Mid Cap
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Stock market: US Underperforming

Stock Markets’ Performance Since Inauguration Day

Return from US Inauguration Day

45%
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25%
20%
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10%
5%
0%
-5%

-10%
-15%

Feb. 1: Mexico, Canada, and China Tariffs Announced

A

Apr. 2: Announced Liberation Day Tariffs

Apr.9:90-Day Tariff Pause Announced

Feb '25

Apr 25

Jun 25

Aug '25

Oct ’'25

lran Conflict Starts

= UK

® Asia Pacific
Europe

m JSA

Dec 25 Feb '26 Apr '26

roe: FactSet, Masdag Econ
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All Equity valuations now elevated

Exhibit 26: MSCI Regions valuations
12-month forward P/Es relative to the last 20 years - STOXX 600 P/E for Eurcpe
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Source: Goldman Sachs
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Al Spending on Investments Is Also BIG
Al Hyperscaler Capital Expenditures

Al hyperscalers are Alphabet, Amazon, Meta, Microsoft, and Oracle.

cC -+
$1 200Bn = Actual Capex 0 90% %
E = Estimated Capex c 0\ 80% o
. m
3 $1,000Bn = % of Operating Cash Flow ~ Q22 70% B
= < G
L)
5 $8008n Alphabet amazon 00 Meta EF Microsoft ORACLE E% .; 60% %
= © 50% =
c L
i $600Bn m 40% o
= - € 5 o ¥ 0 P
"E_ $400Bn - e C % g m & 30% 8-
c c c C m O A
S moomoood D38 NN A A 20% ©
$200Bn 00 W N MW (9)) ) o
S9N ams8Deaa 10% K
sBnes s mmilll

NMN<IFTWHWONOWODOHNMTGET LW © N 0

™ v v v v 1 =1 1 (N AN AN NN NN NN AN AN (N

OO 000000000000 O O O

NN NNNNNNNNNNNNNNN

Source: FactSe

51



Earnings growing everywhere

Index Next 12 Months Earnings Evolution (% Change from 2024)
< 60% " Nasdag-100®

Q = S&P 500

= 50% = S&P 600 Small Caps

= Stoxx 600 Europe
40%

S ° . Asia Pacific
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t 10%
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Q 0%
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Data as of April 16, 2026 Source: FactSet, Nasdag E mic Research
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Al compute is a (mostly) US Story

Estimated Al computing power, by country

Source: Epoch Al, Federal Reserve, MUFG. Data shows 2025-26 estimates.
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Lots of data centers planned

() Planned (< 3,000 locations)

Operating & Planned US Data Center Sites =

@ Operating (< 5,000 locations)

Virginia: Data center

capital of the world

* Nearly 700 data
centers

* 70% of the world'’s
internet traffic flows
through VA daily

Arizona: Western hub for hyperscalers

» Preferred hub for Microsoft, Google

& Meta
» Low natural disaster risk & business
friendly tax laws

Texas: New Hotbed for Al data centers

* #2in total facilities

* $100bn Stargate project & $25bn
Vantage Frontier campus

Louisiana: Large construction pipeline

* Home to Meta’s $10bn Hyperion data center
* > 55 GW in pipeline

« Tax incentives, less bureaucratic hurdles

Source: DC Byte, CMRA, FT, MUFG
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And they’re BIG
Meta's
Hyperion ™
Data Center -

<>

Meta’s Hyperion
Data Center in Louisiana

(superimposed over
Manhattan)

2,250 acres
(2.7x Central Park)

5 GWh of power
(mid-size American city)

30% increase to Louisiana
energy demand

Millions of GPUs
(2030 compute power >
RoW in 2020)

Source: MUFG
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Al investment is driving US GDP
Average Contribution to 2025 Real GDP Growth

1.6
1.4

O =2
o O N

Percentage Points
O O O
N A O
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Al

1.4

-0.3
Consumer Spending  Everything Else

Source: FactSet, Nasdagq Economic Research

Note: Al is data center structures, computers and peripheral equipment, and software
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Al:

Trade evolving
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Phase 1: All about Al builders

Exhibit 7: Investors have primarily rewarded Al infrastructure stocks

160
l
Indexedreturnsvs. |
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GSCBAIP2 and GSCBAIP3 developed by GBM.
I'l Source: Goldman Sachs FICC and Equities, Goldman Sachs Global Investment Research
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Phase 2: Al supporters (“TMT-2"7?)

Equity Returns Since Jan. 1, 2025

Price Return
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Stock

= Micron

= SK Hynix

= Samsung

= Western Digital
® Seagate

= Centrus Energy
= QOklo

= Alphabet

= Amazon

= Apple

® Meta

® Microsoft

® Nvidia

® Tesla

= Workday

® Monday
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Who wins the Phase 3?

Productivity, Margin gains, New
products.
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Al adoption will be important

Al User Share

B =40%
B 30-39%
B 20-29%
10-19%
B <10% ‘

i) Insufficient Data

UAE
64% b

Singapore — -
60.9% '

Source: Microsoft
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No agreement on what & how jobs are affected

Quadrant Low exposure @ Pressure to reskill @ Productivity increase
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Al occupational exposure

l Source: Felten, Raj and Seamans(2021), O*NET Database rev. 27 (see O*NET, n.d.), EBRD author calculations « Dashed lines show
I’ the median scores across all occupations (depicted with dots).
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History suggests “there will be new jobs too”

Innovation leads to new occupations that account for
most employment growth
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We all win in Phase 3

Al can fight against
Demographics & Debt




Population Shrinkage: automation coming at perfect time?

Countries with fertility rates above
or below replacement level., 2025

Fertility rates measure the average number of live births per woman. The
"replacement level" is the rate at which population size remains constant
from generation to generation, crudely defined as 2.1 births per woman.

In the US, UK or France, women have In China, women have 1 live birth on average.
1.5 to 1.6 live births on average INn South Korea, they have 0.8 live births

In Chad or Somalia, women have 5.9 live births
on average, the highest in the world

Data source: UN, World Population Prospects (2024) CE BY
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Government Debt:
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Source : CBO, Deutsche Bank,



Hope: Al gives us a productivity super-cycle
Al Could Boost Productivity Growth Like the Internet Did

4.0% -——--—r SN 10% x $30tr US Economy = $3tr
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Source: FactSet, Nasdag Economic Research

Labor Productivity Growth (3-Year Average,
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Government Debt: Al productivity to the rescue?
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Questions?

Sign up for our research at:
nasdaq.com/authors/phil-mackintosh

Disclaimer:

Nasdaq® is a registered trademark of Nasdaq, Inc. The information contained above is provided for informational and educational purposes only, and nothing contained herein should b
investment advice, either on behalf of a particular security or an overall investment strategy. Neither Nasdag, Inc. nor any of its affiliates makes any recommendation to buy or sell an
representation about the financial condition of any company. Statements regarding Nasdag-listed companies or Nasdaq proprietary indexes are not guarantees of future performance. A
materially from those expressed or implied. Past performance is not indicative of future results. Investors should undertake their own due diligence and carefully evaluate compani

ADVICE FROM A SECURITIES PROFESSIONAL IS STRONGLY ADVISED.
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