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The risk of rising cost of oil

After the U.S. bombed three nuclear sites in Iran, the ball is now in Tehran's court.
So far, Iran has not retaliated against any U.S. targets. Although reports indicated
that its parliament had approved a move to close the Strait of Hormuz, Iranian media
clarified that such an action would require approval from the Supreme National
Security Council.

Polymarket is even taking bets on the likelihood of Iran successfully closing the
Strait, currently priced at 47%. As a result, every market commentator suddenly
seems to be an expert on closing shipping lanes, the effectiveness of bunker-
busting bombs, and the complexities of uranium enrichment.

The prevailing market view is one of cautious hope—that the U.S. intervention will
not escalate further, and may even enhance regional stability if Iran’s nuclear
capabilities have truly been set back by years.

Oil rises but off early peaks

Oil is up almost 2%, but well off earlier five-month highs, as analysts note that
OPEC has plenty of spare capacity to add if they choose to do so. Wall Street share
futures are down 0.3%, after starting with losses of 1%, while European futures are
off by around 0.4%. The dollar is marginally firmer against the euro and yen,
reflecting the reliance of the EU and Japan on imported oil and LNG, and the U.S.'s
position as a net exporter.

Treasury yields are slightly higher, suggesting limited safe-haven demand, while Fed
funds futures are down a tick—likely reflecting concerns that a sustained rise in
energy costs could fuel inflationary pressures just as tariffs begin to impact prices.

Fed Chair Jerome Powell is expected to face tough questioning on these issues
when he appears before Congress on Tuesday and Wednesday, including on
President Trump's past threats to fire him. It will also be interesting to see how
Powell responds to Fed Governor Waller’'s unexpected support for a July rate cut,
especially after the FOMC had appeared unified in its cautious stance.

Markets still price in only a 16% probability of a July rate cut, favoring a 70%
chance of a move in September.
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Oil supply shocks
Major oil supply disruptions have tended to have short impact on prices
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Disclaimer:

DC Advisory issues this report for general informational purposes only, without taking into account the circumstances, needs, or objectives
of any individual reader. Readers should assess the appropriateness of any recommendation, forecast, or other information for their own
situation and consult with their investment advisor.

The views and opinions expressed herein reflect those of the authors as of the date of publication and are subject to change based on market
and other conditions. Any reference to securities, sectors, regions, and/or countries is provided for illustrative purposes only. The value of
investments and any income derived from them may decrease as well as increase. Exchange rate fluctuations may also cause the value of
investments in foreign currencies to rise or fall.

DC Advisory, its employees, associates, and agents shall not be held responsible for any loss arising from investments made based on any
recommendation, forecast, or other information contained herein. The contents of this publication should not be construed as an express or
implied promise, guarantee, or assurance that the forecasted information will materialize, that readers will profit from the strategies
discussed, or that any losses can or will be limited. Any investment made in accordance with the recommendations or analysis may involve
risks and may result in losses, particularly if the assumptions or conditions on which the analysis is based do not materialize as anticipated.

DC Advisory utilises financial data providers, and information from such providers may form the basis of certain analyses. Data collected
from third parties is provided without any warranty of any kind. DC Advisory and the data providers assume no liability in connection with
third-party data and accept no responsibility for the accuracy or completeness of the information contained herein.

Past performance is not indicative of future results and may not be repeated.
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