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TRUMP CANT AFFORD A PYRRHIC VICTORY

Following the military actions carried out by the United States and Israel against Iran, the authorities of the
Islamic Republic have decided to exert the maximum possible pressure on the Strait of Hormuz, the strategic
chokepoint through which 30% of global crude oil trade and 20% of LNG flows pass, in order to trigger a shock
in the global energy supply and sharply curb economic growth. The Iranian regime, mindful of the old Persian
proverb that patience is a tree with bitter roots but very sweet fruit, is absorbing its enormous military losses and
the damage to its infrastructure in the knowledge that the economic impact of a prolonged closure of the strait
would not leave even the world's greatest power unscathed.

With such a move threatening the largest energy production hub on Earth — something not seen since the oil crisis
of the 1970s - it is worth asking whether the United States truly has the capacity to cope with a Pyrrhic victory,
and whether the reasons that have led its government to embark on this conflict are genuinely unshakeable.

What does Donald Trump hope to achieve with the siege of Iran? To free the country from a brutal Islamic
theocracy? To wipe out its nuclear programme? To weaken China by cutting off its energy supplies? Above all, it
is essential to bear in mind that while the regime of the ayatollahs represents an existential problem for Israel,
it does not do so for the United States — even less so eight months before the US midterm elections, given that
Trump governs pragmatically and, when pressure mounts, has no qualms about adjusting his position provided
he can present his voters with a sufficiently triumphalist narrative.

1. IRANIAN ATTACKS LOSE INTENSITY For the time being, it should be noted that Iran’s
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Another consideration is that, so far, the 2. EXPORT CAPACITY AFFECTED IN THE
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the pace of production has fallen by 25%, 7 -
largely due to the lack of storage capacity for
fuel after a week with no traffic through the
strait. It is also important to consider that the
blockage of the Strait of Hormuz is not due to
an effective deployment of the Iranian navy, but
rather to shipping companies' refusal to operate
under unsafe conditions and to the impossibility
of insuring freight at a reasonable cost. In this
regard, the US Development Finance Corporation " saudi
is already preparing to offer reinsurance cover Arabia
worth 20 billion dollars to insurers.
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A measure that, if accompanied by military support to escort oil tankers, would lay the groundwork for reopening
the Strait of Hormuz.

Although the severe instability has driven oil prices sharply up to $119.5 a barrel and gas prices up by 118%, it is
important to note that the medium- and long-term parts of the curve anticipate a fairly rapid easing of the conflict.
In the case of six-month Brent futures, which are mainly used in the petrochemical, refining and airline sectors,
the increase is far more moderate and barely reaches $77 — 5.5% higher than the average of the past two years.

But no matter how much all these mitigating factors might eventually turn against the United States, the greatest
threat to Donald Trump is neither Mojtaba Khamenei nor the ayatollahs, but rather persisting with a conflict
that is not a priority for the United States at a time when the economic cycle has begun to show its first signs of
weakness. The labour market is gradually losing momentum and 92,000 non-farm jobs were lost in February, the
weakest figure since October, with the unemployment rate rising by one tenth to 4.4%.

Although we are undoubtedly going through a turbulent period, history has shown that times of war are usually
a poor moment to rush decisions in financial markets. Beyond the short term, it is important to remain calm, take
a long-term view and bear in mind that, in the past, armed conflicts have generated good buying opportunities.
As the table shows: however much short-term volatility may arise, the median stock market gain 12 months after
the major armed conflicts of the past 50 years is 7.8%, with a period of 27 days to reach the lowest point and a
median of 67 days to recover 100% of the decline.

3. S&P 500 PERFORMANCE AFTER ARMED CONFLICTS

Sources: Bloomberg and Banca March

Attack on Pearl Harbor 07/12/1941 -3. 4% -12.4% -10. 2% -0. 2%
Korean war 25/06/1950 19 -10.0% 1.5% 4.9% 11.2%
Cuban Missile Crisis 16/10/1962 57 54% | 13.3%
Gulf of Tonkin Incident 02/08/1964 83 -1.0% 2.4% 5.3% 2.7%
Yom Kippur War 06/10/1973 110 45%  -10.0%  -15.3% [INE3RHN
Iranian Revolution 07/01/1978 92 -1.4% -1.6% 3.6% 8.2%
Iran-lraq War 22/09/1980 130 1.2% 4.1% 2.8% -10.5%
Iraqi invasion of Kuwait 02/08/1990 351 -8.2% -11.3% -2.4% 10.2%
911 11/09/2001 1.093 0.4% 4.0% 6.9% -16.8%
11 March 11/03/2004 1.107 2.9% 2.7% 1.5% 8.4%
Intervention in Libya 19/03/2011 1.279 2.6% -0.6% -5.9% 10.2%
Invasion of Crimea 20/02/2014 1.840 1.8% 1.8% 8.0%
Invasion of Ukraine 24/02/2022 4.289 5.4% -8.1% -3.4% -7.4%
First Israeli attack on Iran 01/04/2024 5.244 -4.3% 4.4% 8.9% 7.4%
12-day war 13/06/2025 5.977 4.7% 10.2%
Iran war 28/02/2026 6.879

Average 0.4% 1.8% 3.6% 7.8%

On days like these, it is well worth turning to the Sang-e Sabur, or Stone of Patience, the magical rock to which
the Persians entrusted their suffering, secrets and sorrows. As the belief goes, the stone absorbs all these feelings
until it eventually frees the individual from their emotional burden. Setting aside the immense sadness caused by
all wars, the outlook for the stock markets should not be as negative as the heart might suggest, particularly for
the US stock market.

Joan Bonet Majo
Director of Market Strategy and Advice
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IMPORTANT REMARK:

The contents of this document are merely illustrative and do not pretend, are not and cannot be considered
under any circumstances as an investment recommendation towards the contracting of financial products. This
document has only been prepared to help the customer make an independent and individual decision but does
not intend to replace any type of advice needed for the contracting of such products. The terms and conditions
described in this document are to be viewed as preliminary terms only, subject to discussion and negotiation as
well as to the agreement and final drafting of the terms affecting the transaction, which will appear in the contract
or certificate to be issued. Consequently, Banca March, S.A. and its customers are not bound by this document
unless both parties decide to embark on a specific transaction and agree on the terms and conditions concerning
the final documents to be approved. Banca March, S.A. does not offer any guarantee, expressly or implicitly, in
relation with the information shown in this document. All terms, conditions and prices contained in this document
are merely informative and subject to modifications depending on the market circumstances, changes in laws,
jurisprudence, administrative procedures or any other issue which may affect them. The customer should be
aware that the products mentioned in this document may not be appropriate for his/her specific investment
targets, financial situation or risk profile. For this reason the customer must make his/her own decisions by taking
into account such circumstances and by obtaining specialised advice in tax, legal, financial, regulatory, accounting
issues or any other type of information required. Banca March, S.A. does not assume any responsibility for any
direct or indirect costs or loss which may result from the use of this document or its contents. No part of this
document can be copied, photocopied or duplicated in any way or through any means, redistributed or quoted
without a previous written authorisation by Banca March, S.A.
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