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Key Takeaways:

o Talks end with no resolution.

o U.S.iswasting no time and taking control of the Strait.

e Willlran turn to other sources to pressure the global economy?
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e Yields likely to remain high in the near term as inflation a major risk.

o Be patient, equities should remain volatile.

What Failed Negotiations Mean for Markets and Economy

After over 20 hours of negotiations,
the U.S. and Iran failed to come to a
peace agreement over the weekend.
This should not be surprising given
that the two sides’ positions were
fundamentally opposed. The U.S. has
wasted no time to increase pressure
on Iran by focusing on getting the
Strait of Hormuz functioning again. In
this weekly insights, we offer what we
know now and how we see this
impacting markets in the near term.

e  Controlling the Strait: The U.S.
will continue clearing mines and
is going to block all traffic in and
out of Iranian ports including
cargo ships, oil tankers and any
other exports. The U.S. will allow
passage of ships not tied to Iran.

e Delays are likely: Washington is
committing to the safe passage
for all non-Iranian tankers, but
delays are likely if inspections
take place, especially since
there is a bottleneck of ships
waiting to pass.

o  No timeline for more talks:
There is no timeline for
additional negotiations. In
addition, the U.S. has vowed to
take action if any U.S. Navy ships
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are targeted during the blockade.
There is speculation that Iran
may seek other allies to disrupt
additional shipping routes (e.g.,
Houthi forces in Yemen).

What to expect from energy
markets? We think $90-
$100/bblis the normal for the
near term or until we at least can
see more supply flowing safely
through the Strait of Hormuz. Any
additional escalation by military
force during the ceasefire will
likely cause oil to breach the
recent $112/bbl high, at least
temporarily.

Higher yields and inflation
pressure: As long as the Strait is
disrupted, we expect inflation
expectations to remain high and
put upward pressure on long
termyields. Investors may use
bonds as a portfolio diversifer
but focus on short to
intermediate maturities to help
minimize interest rate risk.

Equities to be choppy; hoping
for earnings reprieve: Higher
yields, inflation risks and
uncertainty will keep equity
investors on edge. If tensions

escalate, we do not rule out a
retest of the recent low in the
S&P 500 (6343).

The Bottom Line:

Unfortunately, investors should get
used to daily volatility as the war with
Iran continues. The moves in energy
prices is likely to drive sentiment in
equities and bonds in the near term.
However, earnings season kicks off
this week and may offer some
reprieve from the war headlines. We
still consider meaningful pullbacks as
buying opportunities but valuations
have not yet adjusted to levels cheap
enough to validate the risk. Large cap
equities are trading at a premium
while small and midcaps are ata
discount (when using a price to
earnings analysis). We think there
will be opportunities as the effects of
the war and disruption to the supply
chain begin to filter into economic
data. Until then, we are being patient
and monitoring this highly fluid
situation. We are also following what
next steps Iran may take during the
two week cease-fire, especially
surrounding sourcing weapons from
Iranian allies (e.g., China).
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Weekly Economic Recap -
Inflation showing up in many economic
indicators; Fed on hold

The ISM Services Index fell modestly in March
but remained in expansion territory for the 21
consecutive month. The weakness in overall
business activity, employment and new export
orders overshadowed a strong rise in prices
paid, delivery times and imports.

The preliminary reading on durable goods
orders for February showed orders declined
due to nondefense aircraft (-28.6% MoM).
When you exclude aircraft, orders rose +0.6%
(MoM) led by machinery and metals.

The Minutes from the FOMC’s March meeting
showed the committee saw a “strong case for
two sided language on rate path.” They saw
the labor market was “broadly in balance.”
The Minutes also showed that “many said
inflation higher for longer could call for hikes.”

Personal spending rose in February (+0.5%
MoM) while personalincome declined (-0.1%
MoM) for the first time in nine months. As a
result, the personal savings rate fell to 4.0%,
the lowest in three months. In addition, real
personal spending (factoring in inflation) rose
0.1% (MoM). Over the past six months, real
spending has not risen more than 0.2% (MoM).

The Fed’s preferred inflation gauge (PCE Core
YoY) grew 0.4% (MoM) in February, inline with
expectations and matching January’s data. On
ayear over year basis, PCE is growing 3.0%.

Inflation as measured by the Consumer Price
Index rose at the fastest monthly pace since
2022 (+0.9% MoM). The sharp rise in energy
prices contributed to the increase at the
headline level. At the core level, prices grew
0.2% (MoM) as used cars, medical care and
household supplies fell. However, computer
software and accessories rose on shortages
for chips due to supply chain disruptions.
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Key Takeaways:

° Services impacted by surging prices paid.

° Fed was hawkish in Minutes from March meeting.

. Inflation reflecting impact from War with Iran.

° Global equities rally on ceasefire deal.

° Inflation expectations drop with oil prices; yields fall.

° Crude oil prices drop sharply on reopening of Strait.

Weekly Market Recap -

Optimism about peace talks drive stocks higher

Equities: The MSCI AC World Index rallied for the second consecutive week
and posted its best one week gain since November 2023. Equities rallied
as crude oil prices dipped on optimism surrounding the temporary
ceasefire between the U.S. and Iran and weekend negotiations. All the
major global indices that we monitor rallied, led by the emerging markets,
specifically Asia. Within the U.S., the drop in yields helped boost tech and
small cap stocks.

Fixed Income: The Bloomberg Aggregate Index rallied for the second
consecutive week as oil prices dropped sharply and inflation expectations
edged lower. Within the fixed income market, the biggest gainers were
emerging market bonds and high yield.

Commodities/FX: The Bloomberg Commodity Index posted its worst one
week decline since April 2025. Crude oil prices dropped sharply as Iran
said they would open the Strait of Hormuz as part of a ceasefire deal.
Copper prices also jumped due to optimism on demand from China and a
weak U.S. dollar.

Inflation Jumps on War Impact
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Footnotes: Data is as of April 20266.
Data Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Global Equities Rally on U.S./Iran Talks
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Footnotes: Data is as of April 10, 2026.
Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Disclaimer:

© 2026 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted. The indexes presented are
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from
the securities in the index.

Verdence relies heavily on unaudited third-party data. Data sources include public data, such as mutual fund data, and non-public data, such as information provided by other
investment advisors and managers of limited partnership pooled accounts. Data and/or statistics included on this Portal, including references to performance, opinions, ratings,
rankings, manager statistics and demographic information, product or strategy descriptions, either quantitative or qualitative, are based upon information reasonably available to us as
of the applicable date(s) then-published. Information has been obtained from sources that we believe to be reliable, but these sources cannot be guaranteed as to their accuracy or
completeness. All data and information produced by a third party has the potential to be incorrect, incomplete or otherwise misleading. No implication shall be created that the
information contained on the Site is correct, including as of any time subsequent to the publish date, and Verdence does not undertake an obligation to update such information at any
time after such date. Verdence makes not warranty or representation of the veracity of the data and information and its use of the information should not be implied as an endorsement
of any material or statements made. Data, particularly non-public data, is subject to error and where the information is not audited, the potential for error is greater. Where shown,
performance information presented is that which has been calculated and presented by an unaffiliated third-party manager. We have no insight into the performance of the
advisor/product/account or fund shown and do not attempt to determine whether the performance presented is accurate. Therefore, the performance could be incorrect, overstated
or not reflective of actual trading of client funds. There is the potential that the performance shown is a back test and not the result of real investment advice and trading. As such, it
could not be relied upon as indicative of future returns of a particular strategy. Where performance shown is that of a pooled account, limited partnership or private equity fund, you
should be aware that there is a significant lack of transparency into the operations and investment process and investment vehicles invested in. As a result pricing and valuation of the
underlying holdings which produced the stated performance could be incorrect, stale, or overstated and therefore the performance figures presented cannot be relied upon. Before
investing, we encourage you to request additional information, particularly performance information, of any product that you are considering for your client. You should read, as
applicable, the Prospectus, SAl, Composite Disclosure and/or performance disclosure associated with any product that you are considering for investment for your or your client’s.
Certain products shown may have account minimums or minimum investment sizes that are unattainable for your clients and therefore they may not be eligible to investin these
products. Reference to registration with the Securities and Exchange Commission (“SEC”) does not imply that the SEC has endorsed or approved the qualifications of Verdence or its
respective representatives to provide any advisory services described on the Site.
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