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SUMMARY

Oil's surge past USD 100 a barrel amid the escalating conflict in the Middle East drove a broad sell-off in government
bonds and equities last week, as inflation fears pushed yields sharply higher across the US, eurozone and UK.
The ECB delivered a hawkish 25-bp rate hike, and markets are now pricing in a Fed hike with 90% probability. The
Fed, BoE and BoJ all meet this week, which will show whether central banks confirm the tightening already priced
in. A resilient economic backdrop and the possibility of policy intervention suggest the recent market volatility
could prove to be short-lived.

MARKET RECAP
Asset classes Last Close 1-Week 1-Month Year-to-Date
(11.09.2026) Total Return Total Return Total Return
S&P 500 7 657 -0.8% -0.9% 11.9%
NASDAQ Composite 26 333 -0.7% -0.4% 13.3%
STOXX Europe 600 639 1.7% -3.2% 7.9%
MSCI Japan 2479 -1.6% 1.7% 18.6%
MSCI EM 1722 -0.3% 3.4% 22.6%
US 10-year Yield 497% 19 bps 28 bps 81 bps
Gold (USD/0oz) 4350 -1.9% -0.5% 0.8%
Brent Crude Oil (USD/bbl) 105 8.7% 17.7% 71.9%

Source(s): Refinitiv

Beyond the numbers

MACROECONOMICS

Last week, the focus was on US inflation. The August consumer price index (CPI) was in line with expectations but
remained elevated at 3.4% y/y. Core CPI rose 0.3% m/m, driven by higher airline, communication, and education
costs, while the annual rate edged down from 2.5% to 2.4%. The US Producer Price Index (PPI) also matched
expectations, reflecting higher energy and transport costs. Headline PP accelerated from 4.8% y/y to 5.4% y/y,
while core PPl was unchanged at 4.7% y/y. Consumer confidence weakened, with the Michigan index falling from
51.7 to 47.8. Sentiment deteriorated for both current conditions and future expectations, while concerns about
the economic outlook and inflation resurfaced. One-year inflation expectations rose from 4.0% to 4.6%.

In the eurozone, the European Central Bank (ECB) raised rates by 25 basis points (bps) to 2.50%, as expected. Growth
projections were revised slightly higher (0.9% in 2026, 1.4% in 2027), and inflation is projected to come in at 2.5%
in 2027 and 2.1% in 2028. The ECB has shown a hawkish bias, but it could be patient at its next meeting. Eurozone
Q2 gross domestic product (GDP) growth was revised up to 0.6% g/q, due to a strong rebound in Ireland linked
to multinationals’ activity. German inflation was confirmed at 2.9% y/y in August, mainly reflecting energy prices.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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This week, the FOMC decision remains balanced. Hawkish members are likely to argue for a tighter policy, while
dovish members may emphasise limited pass-through to core inflation and a relatively stable inflation trend
despite elevated energy prices. US retail sales are expected to rebound in August, with core sales rising 0.4%.
Industrial production should remain resilient, although regional business confidence indices are expected to
weaken.

In China, industrial production is expected to accelerate slightly (4.8% y/y), while retail sales should remain
subdued (0.8% y/y expected). Housing data are likely to continue to point to a contraction.

Eurozone final August inflation data should confirm the 0.4% m/m increase and the rise from 2.9% y/y to 3.3%
y/y. In the UK, labour data are expected to be mixed, but unemployment should stay stable at 4.9%. August
inflation is projected to rise 0.5% m/m and 3.1% y/y, driven by higher energy prices. The Bank of England (BoE)
is not expected to raise its rates, although its communications may be slightly hawkish. A modest slowdown in
quantitative tightening is also expected.

In Japan, market pressures may encourage the Bank of Japan (BoJ) to raise its rates further.

ASSET ALLOCATION: STRATEGIC VIEWS AS AT SEPTEMBER 2026
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This material represents an assessment of the market environment at a specific time and is not intended to be a forecast of future events
or a guarantee of future results. This information should not be relied upon by the reader as research or investment advice regarding any
particular fund, strategy or security.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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Equities

Global equities ended the week lower (MSCI ACWI total return -0.9%) as the escalating conflict in the Middle East
drove oil prices sharply higher, fuelled inflation concerns, and put upward pressure on interest rates.

The global energy sector was among the only two sectors to finish the week positively at +1.7%, followed by
communications services at +1.0%. Healthcare lagged behind sharply (-3.8%) following a cascade of negative
company-specific catalysts that rippled across the sector through sympathy selling.

Regionally, European equities led the declines (STOXX Europe 600 -1.7%), with the region hit on several fronts:
1) its position as oil importer; 2) weak industrial production figures from the two largest economies (France,
Germany); and 3) further monetary tightening by the ECB. Signals from officials tilted hawkish, leading markets
to price in two further rate hikes over the next six months.

This last week tested the two triggers flagged in our September House View as potential drivers of a pullback
in the near term: overshoots in oil prices and interest rates. Market strength observed at the end of the week is
consistent with our expectation that such bouts of volatility are likely to be short-lived against a still-constructive
economic backdrop and with the belief that the US Federal Reserve (Fed) and US Treasury would step in if yields
rose too sharply.

In the week ahead, investors will be looking to the Fed’s policy decision as the key market event in addition to
other central bank decisions (Bank of England, Bank of Japan). Heading into these, we are maintaining a broad
exposure to the equity asset class with limited concentrated bets other than a continued preference for US equities.

Oil and rate spikes tested the risks flagged in our September House
View, but we expect the volatility to be short-lived given a resilient
economic backdrop and a likely Fed/Treasury intervention if yields
overshoot.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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Fixed income

Government bond markets spent the week repricing an energy shock. At the front end, US 2-year yields rose 26
bps to 4.63%, Bunds 25 bps to 3.20% and gilts 28 bps to 4.81%, while 10-year yields added between 17 bps and
21 bps. The 10-year Treasury closed at its highest since October 2023, flirting with the 5.00% mark.

On Thursday, the ECB hiked its interest rates by 25 bps to 2.50% (as priced in), and this was coupled with hawkish
staff projections, leaving inflation above target at the end of the horizon. Markets are pricing in more than 75 bps
of ECB tightening by mid-2027. Gilts moved the most, as they have throughout the conflict in the Middle East:
UK yields are currently sitting near multi-decade highs, yet markets are only pricing in a 20% probability of a BoE
rate hike on Thursday.

Energy was again the culprit. Brent crude crossed USD 100/bbl on Wednesday for the first time since July, and
reached USD 109/bbl on Thursday after reports that the Houthis had taken the city of Mocha, roughly 80 km north
of the Bab el-Mandeb Strait, and that Saudi production had fallen to its lowest since 1990 following strikes on its
infrastructure and reports that the country’s east-west pipeline had been shut after a drone strike. US President
Trump conceded the conflict would run past the midterm elections, while hopes of an Iran-GCC summit later in
the week have since faded after reports that it was postponed.

The US Treasury’s buyback programme, which had moved from USD 2 billion to ‘at least USD 4 billion” per week,
was upsized again. Thursday's operation was announced at USD 6 billion and bought USD 5.2 billion across 23
bonds in the 10—20-year range with the weakest participation the programme has seen. The buyback runs to 4
November, coincidentally the day after the midterms. Rates rose more than 10 bps on the day, attributable either
to the underwhelming size of the buyback or to the large upward move in oil. Either way, it looks like the Treasury
needs to pull a bigger gun out of its armoury.

Friday's inflation print did not help. Core CPI for August rose 0.29% against a 0.2% consensus expectation, with
headline inflation in line at 0.40%,; this is small, but still enough to compound the upward pressure on rates. The
probability of a Fed rate hike jumped from 60% to 90% over the week, a move the Fed now looks cornered into
delivering to avoid losing credibility. The press conference will clear up if Warsh sticks to his laconic communication
style. The dot plot will also extend into 2029 for the first time.

Spreads stayed calm through the rate volatility, tightening 1-2 bps and remaining tight. That was not enough to
avoid negative returns across the board. In dollars, Treasuries returned -0.7% on the week, investment grade (IG)
-0.8%, high-yield (HY) -0.5%, additional tier 1 bonds (AT1s) -0.6% and emerging markets (EM) -0.9%. Year-to-date, HY,
AT1s and EM have delivered between 1.9% and 2.2%, while Treasuries and IG have slipped into negative territory.
Global bond markets sold off sharply this week as an escalating
Middle East conflict drove oil above USD 100/bbl and stoked
inflation fears, pushing the ECB and Fed towards further

tightening.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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Forex and Commodities

There are several important central bank meetings over the coming week, which could have important implications
for FX markets in the near term.

The main event for the USD is the Fed meeting on Wednesday. Markets have priced in a 25-bp rate hike with a
90% probability following last week’s publication of higher-than-expected m/m core CPI data. The Fed's meeting
has already been heavily priced in, so it is likely to hold an asymmetric reaction function. If the FOMC does not
raise rates, the USD should depreciate on concerns of falling Fed credibility; if the Fed does hike, the bar for further
USD appreciation is set quite high given elevated terminal rate expectations of around 4.50% (implying a further
50 bps in Fed rate hikes over the coming year).

The Bank of England (BoE) meeting is the key risk event for the GBP ahead of the October budget, with markets
giving a 20% chance of a 25-bp rate hike. We note that UK inflation expectations (measured by 5-year breakevens)
have risen materially in recent weeks. Markets have priced in just under 100 bps in BoE rate hikes over the coming
year, which we think is on the high side. If Governor Bailey gives any signs of a less aggressive rate-hiking cycle,
sterling is likely to weaken. We note that the GBP is trading well above spread levels against both the USD and
the EUR, giving some scope for weakness in the coming weeks.

The Bank of Japan (BoJ) meeting on Friday is widely anticipated to result in a 25-bp rate hike, taking the deposit
rate to 1.25%. This has been priced in, with markets anticipating an additional 50 bps in rate hikes over the coming
year based on the terminal rate. This sets a high bar for further JPY appreciation from current levels in the near
term given that so much has been priced in. Short JPY positions have been curtailed aggressively since late July,
giving the yen only limited appreciation potential on a short squeeze.

Gold traded to lows of around USD 4,300 per oz last week, following the publication of US CPI data. US real rate
expectations have skyrocketed and this would normally weigh on gold substantially; this has not manifested itself,
however, suggesting a re-emergence of the decorrelation between gold and US 10-year TIPS yields which took
place in 2024 and 2025. Gold is unlikely to have significant downside given the large rise in retail and institutional
positioning in recent weeks.

Fed and BoJ rate hikes are already priced in, leaving little room for
upside surprises, while the BoE meeting hinges on whether Bailey
turns more hawkish amid rising inflation expectations.

Past performance is not a guide to current or future results. Any forecast, projection or target, where provided, is indicative only and is not
guaranteed in any way.
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DISCLAIMER

This document is a marketing communication containing
GENERAL INFORMATION on financial services reflecting the
sole opinion of Union Bancaire Privée, UBP SA and/or any entity
of the UBP Group (hereinafter “UBP”) as of the date of issue. It
is not and does not purport to be considered as an offer nor a
solicitation to enter into any transaction with UBP, buy, subscribe
to, or sell any currency, product, or financial instrument, make
any investment, or participate in any particular trading strategy
in any jurisdiction where such an offer or solicitation would not
be authorised, or to any person to whom it would be unlawful to
make such an offer or solicitation. This document is meant only
to provide a broad overview for discussion purposes, in order
to determine clients’ interest. It does not replace a prospectus,
KID, KIID or any other legal document relating to any specific
financial instrument, which may be obtained upon request free
of charge from UBP or from the registered office of the issuer of
the instrument concerned, where applicable. The opinions herein
do not take into account individual clients’ circumstances, objec-
tives, or needs.

UBP performs analysis on the financial instruments based on
market offer and may maintain and/or seek to develop business
affiliations with third parties for that purpose; furthermore, UBP
may create its own financial instruments. This generic informa-
tion is therefore not independent from the proprietary interests
of UBP or connected parties, which may conflict with the client’s
interests. UBP has policies governing cases of conflicts of inter-
est and takes appropriate organisational measures to prevent
potential conflicts of interest.

The information contained in this document is the result neither
of financial analysis within the meaning of the Swiss Banking
Association's “Directives on the Independence of Financial
Research” nor of independent investment research as per the
EU's regulation on MiFID provisions. EU regulation does not gov-
ern relationships entered into with UBP entities located outside
the EU.

When providing investment advice or portfolio management ser-
vices, UBP considers and assesses all relevant financial risks,
including sustainability risks. Sustainability risks are defined by
the EU's Sustainable Finance Disclosure Regulation (2019/2088)
as “an environmental, social or governance event or condition
that, if it occurs, could cause a negative material impact on the
value of the investment”. For further information on our sustain-
ability risk management approach please visit [www.ubp.com].

Reasonable efforts have been made to ensure that the content
of this document is based on objective information and data
obtained from reliable sources. However, UBP cannot guaran-
tee that the information contained herein and gathered by the
Bank in good faith is accurate and complete, nor does it accept
any liability for any loss or damage resulting from its use.
Circumstances may change and affect the data collected and the
opinions expressed at the time of publication. Therefore, infor-
mation contained herein is subject to change at any time without
prior notice. UBP makes no representations, provides no war-
ranty and gives no undertaking, express or implied, regarding any
of the information, projections or opinions contained herein nor
does it accept any liability whatsoever for any errors, omissions
or misstatements in the document. UBP does not undertake to

update this document or to correct any inaccuracies which may
have become apparent after its publication.

This document may refer to past performance which is not a
guide to current or future results. All statements in this docu-
ment, other than statements of past performance and historical
fact, are “forward-looking statements”. Forward-looking state-
ments do not guarantee future performances.

The tax treatment of any investment depends on the client’s indi-
vidual circumstances and may be subject to change in the future.
This document does not contain any tax advice issued by UBP
and does not reflect the client’s individual circumstances.

This document is confidential and is intended to be used only by
the person to whom it was delivered. This document may not be
reproduced, either in whole or in part. UBP specifically prohib-
its the redistribution of this document, in whole or in part, with-
out its written permission and accepts no liability whatsoever
for the actions of third parties in this respect. This document is
not intended for distribution in the US and/or to US Persons or
in jurisdictions where its distribution by UBP would be restricted.

Switzerland: Union Bancaire Privée, UBP SA is a bank and secu-
rities firm authorised and regulated in Switzerland by the Swiss
Financial Market Supervisory Authority (FINMA).

Monaco: This document is not intended to constitute a pub-
lic offering or a comparable solicitation under the Principality
of Monaco's laws, but might be made available for information
purposes to clients of Union Bancaire Privée, UBP SA, Monaco
Branch, a regulated bank under the supervision of the Autorité
de Contréle Prudentiel et de Résolution (ACPR) for banking activ-
ities and under the supervision of the Commission de Controle
des Activités Financieres for financial activities.

Jersey: Union Bancaire Privée, UBP SA, Jersey Branch is regu-
lated by the Jersey Financial Services Commission for the con-
duct of banking, funds and investment business. Union Bancaire
Privée, UBP SA, Jersey Branch is a branch of Union Bancaire
Privée, UBP SA, whose registered offices are at Rue du Rhéne
96-98, PO. Box 1320, 1211 Geneva 1, Switzerland, with its prin-
cipal place of business in Jersey at 3rd Floor, Lime Grove House,
PO. Box 526, St Helier, Jersey JE4 5UH.

Dubai: This marketing material has been communicated by
Union Bancaire Privée (Middle East) Limited, a company reg-
ulated by the Dubai Financial Services Authority ("DFSA”). It is
intended for professional clients and/or market counterparties
only and no other person should act upon it. The financial prod-
ucts or services to which this material relates will only be made
available to a client who meets the professional client and/or
market counterparty requirements. This information is provided
for information purposes only. It is not to be construed as an
offer to buy or sell, or a solicitation for an offer to buy or sell any
financial instruments, or to participate in any particular trading
strategy in any jurisdiction.

Hong Kong: Union Bancaire Privée, UBP SA, Hong Kong Branch, is
a licensed bank regulated by the Hong Kong Monetary Authority
(HKMA) and a registered institution regulated by the Securities
and Futures Commission (SFC) for Type 1, 4 & 9 activities only in
Hong Kong. The securities may only be offered or sold in Hong
Kong by means of documents that (1) are addressed to “profes-
sional investors” within the meaning of the Securities and Futures
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Ordinance (Chapter 571 of the Laws of Hong Kong) and any
rules made thereunder (the "SFQ”); or (Il) are defined as “prospec-
tuses” within the meaning of the Companies Ordinance (Chapter
32 of the Laws of Hong Kong) (the “CQ”) or constitute offers to
the public within the meaning of the CO. Unless permitted to do
so under the laws of Hong Kong, no person may issue or have
in their possession for the purpose of issuing, whether in Hong
Kong or elsewhere, any advertisement, invitation or document
relating to the securities, directed at, or likely to be accessed or
read by, the public in Hong Kong, except where the securities are
intended to be disposed of only to persons outside Hong Kong,
or only to “professional investors” within the meaning of the SFO.

Singapore: Union Bancaire Privée, UBP SA, Singapore Branch, is
a bank regulated by the Monetary Authority of Singapore (MAS),
is an exempt financial adviser under the Financial Advisers Act
2007 of Singapore to provide certain financial advisory services
and is exempt under section 99(1) of the Securities and Futures
Act 2007 of Singapore to conduct certain regulated activities.
This document has not been registered as a prospectus with
the MAS. Accordingly, this document and any other document
or material in connection with generic recommendations may
not be circulated or distributed, whether directly or indirectly,
to persons in Singapore other than (1) institutional investors;
or (Il) accredited investors as defined under the Securities and
Futures Act 2001 of Singapore. This advertisement has not been
reviewed by the Monetary Authority of Singapore.

Luxembourg: Union Bancaire Privée (Europe) S.A is a credit insti-
tution registered by the Luxembourg supervisory authority the
Commission de Surveillance du Secteur Financier (CSSF).

Italy: Union Bancaire Privée (Europe) S.A., Succursale di Milano,
operates in Italy in accordance with the European passport —
held by its parent company, Union Bancaire Privée (Europe) S.A.
— which is valid across the entire European Union. The branch is
therefore authorised to provide services and conduct business
for which its parent company, Union Bancaire Privée (Europe)
S.A., has been authorised in Luxembourg, where it is regulated by
the Luxembourg financial supervisory authority, the Commission
de Surveillance du Secteur Financier (CSSF).

Portugal: Union Bancaire Privée (Europe) S.A., Sucursal em
Portugal is regulated by the Securities Market Commission
(CMVM) and duly authorised by Banco de Portugal.

South Africa: UBP Investment Services (Pty) Ltd is an authorised
financial services provider (FSP number 53152) in terms of sec-
tion 8 of the Financial Advisory and Intermediary Services Act,
2002 (Act No. 37 of 2002) and conducts its activity under the
supervision of the Financial Sector Conduct Authority.

Saudi Arabia: This marketing material is communicated by Union
Bancaire Privée KSA Company (UBPKSA), a company regulated
by the Capital Market Authority (“"CMA") under licence number

Union Bancaire Privée, UBP SA | Head Office
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ubp@ubp.com | www.ubp.com

25299-20. This material is intended for qualified and/or institu-
tional clients only and must not be relied upon by any other per-
son. This document is provided for information purposes only
and does not constitute an offer, solicitation, or recommenda-
tion to buy or sell any financial instrument or to participate in any
investment strategy in any jurisdiction.

UK: Union Bancaire Privée (UK) Limited is authorised by the
Prudential Regulation Authority and regulated by the Financial
Conduct Authority and the Prudential Regulation Authority with
the Firm Reference Number (FRN): 119250. It is incorporated
in England and Wales under number 964058 and its registered
address is Marylebone Place, 129-137 Marylebone Road, London,
NW1 5QD.

Guernsey: Union Bancaire Privée (UK) Limited (UBP UK'),
Guernsey Branch. PO Box 6, Hambro House, St Julian's Avenue,
St Peter Port, Guernsey, GY1 3AE. Tel + 44 14 8172 6521 www.
ubp.com/uk. It is licensed and regulated by the Guernsey
Financial Services Commission to provide deposit taking ser-
vices, investment business services, as well as lending, credit
and finance services, and is also registered as a money services
provider in Guernsey. UBP UK is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct
Authority (FCA') and the Prudential Regulation Authority with
the Firm Reference Number (FRN): 119250. UBP UK is registered
in England & Wales under number 964058. Registered office
Marylebone Place, 129-137 Marylebone Road, London, NW1 5QD.
Services provided by UBP UK, Guernsey Branch will be subject
to the regulatory regime applicable in Guernsey, which differs in
some or all respects from that of the UK. For UK resident clients,
certain FCA protections may apply in addition to those available
under the Guernsey regime, in certain specific circumstances.

Gibraltar: Union Bancaire Privée (UK) Limited (UBP UK"), Gibraltar
Branch. Unit 5.02, Madison, Midtown, Queensway, Gibraltar
GX11 TAA. Telephone + 350 2000 2000 www.ubp.com/uk. It
is authorised and regulated by the Gibraltar Financial Services
Commission in respect of banking, investment and insurance
mediation business. UBP UK is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct
Authority ('FCA') and the Prudential Regulation Authority with
the Firm Reference Number (FRN): 119250 in the UK. UBP UK is
registered in England & Wales with number 964058. Registered
office Marylebone Place, 129-137 Marylebone Road, London,
NW1 5QD England. The liability of the members of UBP UK is lim-
ited. Services provided by UBP UK, Gibraltar Branch will be sub-
ject to the regulatory regime applicable in Gibraltar, which differs
in some or all respects from that of the UK. For UK resident cli-
ents, certain FCA protections may apply in addition to those avail-
able under the Gibraltar regime, in certain specific circumstances.
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