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Middle East Tensions Cause Oil Whiplash

What Happened: Markets were jolted early Monday after U.S. strikes on lranian nuclear targets
sparked fears of supply disruption. Oil surged more than 6% but reversed sharply later in the day as Iran
refrained from targeting energy infrastructure. Brent settled back below $70, calming energy-linked
inflation fears.

Overall Impact: The market’s rapid recovery underscores how fragile sentiment remains around
geopolitical headlines. While the immediate threat appears contained, ongoing volatility in oil markets
could complicate inflation dynamics and central bank decision-making in the months ahead. For now,
investor appetite for risk remains intact, but sensitive to further flare-ups.

Potential Ceasefire Between Iran and Israel Boosts Sentiment

What Happened: A “complete and total ceasefire” was announced between Iran and Israel. Though
Iranian officials were cautious, markets interpreted the news as a de-escalation. Equities rose and safe-
haven assets like gold and bonds stabilized. Travel, leisure, and cyclical stocks outperformed across
Europe.
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Overall Impact: A potential easing of geopolitical risk provided a needed boost to market confidence.
However, the lack of formal agreement or verification keeps uncertainty elevated. Investors appear
willing to price in peace—for now—but any breakdown in talks could reverse gains quickly. Portfolios
with broad diversification remain best positioned in such an environment.

Fed Signals Openness to Rate Cuts

What Happened: Fed officials including Bowman and Waller expressed readiness to support rate cuts
this summer if inflation continues to cool. While not a firm commitment, the messaging was enough to
reinforce market expectations for looser U.S. monetary policy.

Overall Impact: Global markets welcomed the shift, with lower rate expectations improving liquidity
conditions and lifting risk assets. It also increases the likelihood of coordinated easing by the ECB and BoE
in the near future. However, markets will be highly reactive to incoming inflation data—particularly as
energy volatility persists.

Euro Firms as Dollar Slides

What Happened: The U.S. dollar weakened to a three-week low as global investors, particularly
European institutions, increased hedging activity. While demand for U.S. assets remains strong, the rise in
dollar-hedged strategies added technical pressure to the greenback.

Overall Impact: A weaker dollar provides tailwinds for European exporters and reinforces eurozone
asset strength. However, currency volatility may continue as monetary policies diverge globally. This
dynamic will be especially relevant for internationally exposed European companies and bond investors
managing FX risk.

Germany to Boost Spending via Debt Issuance

What Happened: Germany announced plans to issue an additional €19 billion in debt in Q3 to fund
defense, infrastructure, and industrial renewal. The move signals a notable fiscal shift, as the country
departs from its traditional frugality.

Overall Impact: While increased bond supply could pressure yields at the margin, the broader signal is
constructive: Europe’s largest economy is leaning into fiscal support. This may help offset slowing private
sector growth and reinforce the investment cycle. Markets will watch closely how much fiscal flexibility
spreads across the EU bloc.
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