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Review - Middle East Conflict Easing

The past quarter told a story of resilience and excess in equal measures.
Markets staged a strong comeback after the sharp sell-off in March trig-
gered by the outbreak of war in Iran. Following ten weeks of fighting, a ten-
tative peace agreement brought the conflict to a close, and crude oil prices
fell from a peak of $120 per barrel to below $70, removing one of the year's
most acute sources of risk. Most major equity indices recovered their con-
flict-driven losses and are now trading at or near all-time highs.

The Middle East conflict had driven inflation expectations sharply higher in
March and early April, pushing the yield on 10-year Treasury bonds from
below 4% to above 4.7% in May, before easing back to around 4.4% by quar-
ter-end as the geopolitical premium unwound. The US dollar strengthened
against most global currencies over the period, supported by elevated
yields, safe-haven demand during the height of hostilities and the strong
economy.

US equities finished the quarter near all-time highs, propelled by enthusiasm
for artificial intelligence and the memory chip sector. Notably, however the
MAG7 stocks and other hyperscalers committing the most capital to new
data centers posted negative returns year to date, a sign that markets are
beginning to question whether Al spending translates into shareholder value.

SpaceX's listing on June 12th, the largest IPO in US history, encapsulates the
mood: shares priced at $135 valued the company at $1.8 trillion and quickly
surpassed the market capitalization of Microsoft and Alphabet, despite
SpaceX projecting losses of around $5 billion per year versus a combined
annual profit of $180 billion by Microsoft and Alphabet.

Beneath the rally, leverage has reached concerning levels. US margin debt
hit a record $1.4-1.42 trillion in May, driven by the Al-related rally, the pro-
liferation of leveraged and single-stock ETFs and sustained retail participa-
tion. While broader sentiment indicators have not yet signaled irrational ex-
uberance, a highly leveraged market is inherently fragile - a shiftin sentiment
can translate quickly into outsized moves, as recently seen in South Korean
technology names.

Not surprisingly, European markets suffered more from the short-term oil
price shock as Europe imports most of its oil and natural gas from outside
the continent and is inherently more at risk when supply sources are drying
up. The German DAX (+2%) and French CAC40 (+5.7%) are both up since
January, however, the Swiss Market Index (+10.1) outperformed nicely, in
local currency terms. The defensive nature of the Swiss markets has helped,
as well as the Swiss Franc that is always at the center of investor's desire in
periods of financial or global uncertainty.

The major Asian markets rallied strongly, driven by the global chip rally. The
broad Japanese market is up 20% in Yen-terms but the currency keeps los-
ing ground, down almost 4% this year and reaching levels not seen since the
late 1980s! Our allocation is currency-hedged, though, and we are not neg-
atively impacted by the weakness of the Yen. Outside of Japan, the focus
was on South Korea's Kospi index, up a staggering 88% this year, albeit with
extreme levels of volatility. The market zigzagged by over 10% on certain
days, due to the heavy reliability of just 2 companies: Samsung and SK
Hynix, two of the world’s largest chip manufacturers. The shortage of
memory chips has driven up this sector worldwide, to levels not seen before
and we are concerned a potential bubble could burst at any time.
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Market Data
in USD as per June 30, 2026

Equities YTD%
World +11.3
USA 500 +10.2
USA 500 Equal Weighted +12.1
USA Mag 7 Index -1.7
Europe 600 +7.7
Swiss 30 +7.7
Germany 40 -0.9
Asia 50 +45.8
Japan +16.1
Bonds YTD%
Global Aggregate (unhedged) -0.2
U.S. Aggregate +0.6
Pan Euro Aggregate (EUR) +1.4
Global High Yield +2.1
Interest Rates in%
U.S. 3 months 3.8
U.S. 10 years 4.5
Euroland 3 months 2.4
Euroland 10 years 2.9
Commodities YTD%
BB Commodity Index +12.3
Gold oz -7.0
Silver oz -17.0
WTI Crude Oil +40.9
Copper 8.6
Currencies YTD%
EUR in USD 1.1422 -2.8
CHF in USD 1.2370 -1.9
GBP in USD 1.3262 -1.6
JPY in USD 162.55 -3.7
Economies

GDP Growth Estimate 2026%

USA +2.1
Eurozone 0.6
Global 2.9
Inflation 12M%
USA 4.2
Euroland 2.8
Switzerland 0.6
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Outlook - Constructive on equities

We remain broadly constructive on equities for now. Al-related capital ex-
penditure is trickling through the wider economy supporting earnings revi-
sions and lending some justification to elevated valuations across the
broader market. That said, we started reducing our exposure to the tech-
nology sector towards the end of June. With Al-related debt potentially ap-
proaching $3 trillion industry-wide, the annual servicing burden alone could
reach $309 billion, a figure we currently regard as incompatible with the
profit trajectory of an industry still proving its commercial model. We believe
capital protection should take precedence over chasing the final stages of
a speculative rally, while acknowledging the balloon can grow further before
it deflates.

On the macro backdrop, we continue to believe the Iran conflict will have a
negative but manageable impact on the global economy. Higher inflation has
increased production costs, weighed on real incomes, and delayed central
bank easing. However, the global economy entered this period in sufficiently
good shape to absorb these headwinds. The US labor market has recently
shown signs of reacceleration and the tailwinds from Trump's One Big Beau-
tiful Bill Act, progress on tariff reduction and Al-driven capital spending
should provide additional support. The upcoming midterm elections also
give the administration a strong incentive toward economic stability.

Under Warsh, the Fed's direction has shifted. The median committee pro-
jection has moved away from rate cuts toward the possibility of at least one
hike by year-end. We expect the dollar to remain well-supported in this en-
vironment, with rate differentials favoring dollar-denominated assets rela-
tive to most peers.

Fears of aggressive rate hikes pushed gold toward $4,000 per ounce before
the easing of Middle East tensions allowed a partial recovery. The sell-off
cleared significant speculative froth, with long positions declining sharply.
However, structural central bank demand remains robust. According to the
World Gold Council's June 2026 survey, 84% of respondents expect gold to
account for a higher share of total reserves over the next five years, up from
76% previously, and 89% anticipate an increase in global official gold re-
serves over the next twelve months. We remain long-term bulls on precious
metals and continue to see merit in gold mining equities and selected de-
fense sector names, both of which offer strong cash flows but remain out of
favor with momentum-driven investors.

We will continue to monitor these developments closely and will keep you
informed as the picture evolves.

Our investment team wishes all a joyful summer time.
Ameliora Wealth Management Ltd.

Investment Office
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Disclaimer

The statements and data in this publica-
tion have been compiled by Ameliora
Wealth Management Ltd. to the best of
its knowledge for informational and mar-
keting purposes only. This publication
constitutes neither a solicitation nor an
offer or recommendation to buy or sell
any investment instruments or to engage
in any other transactions. It also does not
constitute advice on legal, tax or other
matters. The information contained in
this publication should not be considered
as a personal recommendation and does
not consider the investment objectives or
strategies or the financial situation or
needs of any particular person. It is based
on numerous assumptions. Different as-
sumptions may lead to materially differ-
ent results. All information and opinions
contained in this publication have been
obtained from sources believed to be re-
liable and credible. Ameliora Wealth
Management Ltd. and its employees dis-
claim any liability for incorrect or incom-
plete information as well as losses or lost
profits that may arise from the use of in-
formation and the consideration of opin-
ions.

A performance or positive return on an
investment is no guarantee for perfor-
mances and a positive return in the fu-
ture. Likewise, exchange rate fluctuations
may have a negative impact on the per-
formance, value or return of financial in-
struments.

All information and opinions as well as
stated forecasts, assessments and market
prices are current only at the time of
preparation of this publication and may
change at any time without notice.

Duplication or reproduction of this publi-
cation, in whole or in part, is not permit-
ted without the prior written consent of
Ameliora Wealth Management Ltd.

Ameliora Wealth Management Ltd. ac-
cepts no liability for claims or actions by
third parties arising from the use or distri-
bution of this publication.

The distribution of this publication may
only take place within the framework of
the legislation applicable to it. It is not in-
tended for individuals abroad who are
not permitted access to such publications
due to the legal system of their country of
domicile.
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