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With U.S. financial markets closed today in observance of the Juneteenth holiday, global investor
focus shifted to Europe, where equity markets fell sharply amid intensifying geopolitical tensions and
a renewed surge in energy prices.

European stocks ended the session broadly lower as investor sentiment deteriorated under the
weight of Middle East instability and heightened policy uncertainty. The downturn was driven by a
combination of growing fears of an expanded military conflict between Israel and Iran, reports of a
potential U.S. intervention, and the financial markets' reaction to surging crude oil prices.

At the center of this risk-off move was the geopolitical flashpoint in the Middle East. Reports of
potential U.S. military involvement in the Israel-Iran conflict significantly increased global risk aversion,
triggering a flight to safety and prompting widespread liquidation of risk assets. This geopolitical
uncertainty continues to cast a long shadow over the global economic outlook.

Compounding investor concerns, Brent crude surged past $78 per barrel, igniting fresh fears of
energy-driven inflation across the euro area. The rise in oil prices threatens to pressure corporate profit
margins and risks reversing recent disinflation trends in Europe's core economies.

Against this backdrop, European central banks struck a cautious tone. Both the European Central
Bank and the Bank of England held interest rates steady—at 4.25% in the U.K.—but flagged "elevated
uncertainty" related to both geopolitical instability and persistent inflation dynamics. Policymakers
face a delicate balancing act: ensuring inflation continues to recede while supporting growth amid
mounting external shocks.

Outlook and Implications

The sharp declines in European indices underscore a market increasingly influenced by geopolitical
developments rather than economic fundamentals. With energy prices climbing and volatility rising,
portfolio managers are reassessing exposure to risk-sensitive assets. The coming days will be crucial in
determining whether tensions escalate further, potentially catalyzing a deeper correction across
global equities.

Economic Data Highlights:
e Japan Consumer Price Index (YoY): Held steady at 3.60%, unchanged from last month.

¢ China Loan Prime Rate: Reduced to 3.00%, down from 3.10%, signaling Beijing’'s ongoing efforts
to support credit growth amid a sluggish recovery.
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Eurozone Summary:

e Stoxx 600: Closed at 535.86, down 4.47 points or 0.83%.
e FISE 100: Closed at 8,791.80, down 51.67 or 0.58%.
e DAX Index: Closed at 23,051.38, down 260.43 or 1.12%.

Wall Street Summary:

o U.S. Markets: Closed today in observance of Juneteenth National Independence Day.
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