Elevated energy prices due to the
Middle East trigger stagflation concerns
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Navigator 2026: Shifting dynamics in an increasingly volatile environment

» Summary
The second quarter of 2026 is unfolding in a rapidly shifting economic environment as geopolitical tensions in the Middle East heighten inflation risks and weigh on
global growth. The conflict has disrupted oil flows, pushing energy prices higher and reigniting inflationary pressures. This increases uncertainty for Central Bank
policymaking as they must balance between elevated inflation and a slowdown in economic activity. In the baseline scenario, the conflict isn’t expected to be prolonged,
with inflationary effects remaining temporary and the economic slowdown relatively mild. Conversely, in an adverse scenario characterized by a long-lasting crisis and
oil prices above $100/barrel, the economic outlook would deteriorate significantly. In this context, the Eurozone is more exposed to stagflation risk compared to the US,
given its high energy dependence. We maintain an underweight stance on government bonds due to persistent inflation and fiscal concerns, while favoring |G corporate
bonds over HY. In equities, earnings expectations remain resilient, with emphasis on sectors with structural growth drivers such as utilities, industrials and technology.
The recent pullback in equity valuations creates medium-term opportunities in megatrends including artificial intelligence, defense, energy autonomy and infrastructure.

Emerging markets stand to benefit from a weaker dollar in the event of de-escalation. Gold and hedge funds retain a role as diversification tools.

> Key Takeaways

. The conflict in the Middle East is increasing upside risks to inflation and downside risks to the global economy.

. Market expectations for central bank policy have undergone a hawkish repricing due to rising inflation concerns.

. Rate hikes are unlikely to deliver the desired results unless disruptions in oil supply normalize.

. Rising inflation expectations and fiscal concerns are weighing on long-term government bonds.

. Equity markets are balancing trying to balance between resilient corporate earnings and concerns over an economic slowdown.
. Focus on sectors with strong fundamentals and structural growth drivers, such as technology, utilities and industrials.

. Allocations that provide inflation hedging such as commodities, energy equities and natural-resource exposures are considered appropriate.
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Disclaimer

The information herein is believed to be reliable and has been obtained from sources believed to be reliable, but we make no representation or warranty, express or implied, with respect to
the fairness, correctness, accuracy or completeness of such information. In addition, we have no obligation to update, modify or amend this communication or to otherwise notify a recipient in
the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

We are not acting and do not purport to act in any way as an advisor or in a fiduciary capacity. We therefore strongly suggest that recipients seek their own independent advice in relation to
any investment, financial, legal, tax, accounting or regulatory issues discussed herein. Analyses and opinions contained herein may be based on assumptions that if altered can change the
analyses or opinions expressed. Nothing contained herein shall constitute any representation or warranty as to future performance of any financial instrument, credit, currency rate or other
market or economic measure. Furthermore, past performance is not necessarily indicative of future results.

This communication is provided for information purposes only. It is not an offer to sell, or a solicitation of an offer to buy, any security, nor to enter into any agreement or contract with Alpha
bank or any affiliates. In addition, because this communication is a summary only it may not contain all material terms, and therefore this communication in and of itself should not form the
basis for any investment decision. Financial instruments that may be discussed herein may not be suitable for all investors, and potential investors must make an independent assessment of
the appropriateness of any transaction in light of their own objectives and circumstances, including the possible risks and benefits of entering into such a transaction. By accepting receipt of
this communication the recipient will be deemed to represent that they possess, either individually or through their advisers, sufficient investment expertise to understand the risks involved in
any purchase or sale of any financial instrument discussed herein.

Any duplication, copy, reprint or transmission of this document is prohibited without the prior written permission of the issuer.
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