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Overview of the US Market

Wall Street traders drove stocks higher as oil tumbled, with Iran’s retaliatory strikes at a US air base in
Qatar seen as symbolic and unable to trigger a broader economic fallout.

The S&P 500 rose almost 1% as Qatar said it intercepted the Iranian attacks — without any casualties.
West Texas Intermediate dropped below $70 as Iran’s response eased concerns that the conflict would
immediately disrupt supplies from the Middle East. With the drop in energy prices, worries about an
imminent threat to inflation abated, with bond yields down as Federal Reserve Governor Michelle Bowman
signaled support for a potential rate cut as soon as July.

U.S. crude oil futures tumbled 7.2% after Iran launched missiles at a U.S. base in Qatar and at Iraqg, with no
casualties reported. The drop was a sharp reversal from Sunday night, when oil initially rose as much as 6%
in response to the U.S. bombing of Iran’s nuclear sites over the weekend. President Trump’s decision to
bomb Iran had raised fears that Tehran might retaliate by attacking critical energy infrastructure.

The Middle East accounts for about a third of global crude production and there haven’t yet been any signs
of disruption to physical oil flows, including for cargoes going through the Strait of Hormuz. Since Israel’s
attacks began earlier this month, there have been signs that Iranian oil shipments out of the Gulf have
risen rather than declined.

According to the Morgan Stanley team, prior geopolitical risk events have led to some volatility for equities

in the short term, but one, three and 12 months after the events, the S&P 500 has been up 2%, 3%, and
9%, on average, respectively.

Overview of the Australian Market

The Australian sharemarket fell to a three-week low as investors braced for Tehran’s response after the US
attacked Iran’s nuclear sites over the weekend, pushing oil prices higher.

The benchmark S&P/ASX 200 Index fell 30.6 points, or 0.4 per cent, to 8474.9 on Monday — its lowest since
June 3 —as seven out of the 11 sectors slipped.

The Australian dollar dropped to around US64¢, its lowest level in almost five weeks. The Aussie, which is
often used as a proxy for global growth and risk appetite, is on track for a 1.6 per cent drop this month but
was still sharply higher on the year.

Still the losses on the ASX were more modest than some had feared.

Risk off sentiment hit the tech sector as investors took profits. WiseTech Global dropped 1 per cent to
$106.14, TechnologyOne slipped 0.9 per cent to $40.21, and Zip slid 3.5 per cent to $2.77.

Mining stocks also weighed on the bourse led by a 1.6 per cent drop for iron ore giant BHP to $35.64 and a
1 per cent fall for Fortescue to $14.54. And gold stocks tracked the precious metal lower, despite its usual
safe-haven appeal. Northern Star dropped 3.1 per cent to $19.88 and Evolution declined 2.6 per cent to
$7.62.
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Energy stocks, meanwhile, climbed after Brent rallied as much as 5.7 per cent to SUS81.40 a barrel after

the US bombed three main nuclear sites in Iran. Santos climbed 1 per cent to $7.78, while Ampol rose by
0.5 per cent to $25.87.

And while banks initially sold off in the morning session, Commonwealth Bank continued to push higher
after resetting its intraday record of $184.41. It closed up 1 per cent to $184.35.

Overview of the US Bond Market

Treasuries gained on Monday following Iran’s retaliatory attack on a US air base, adding to demand for US
government debt as a haven from escalating tensions in the Middle East.

Renewed expectations that the Federal Reserve could start cutting interest rates as soon as next month
also fueled the gains, with the yield on 10-year notes sliding to the lowest in a month. The moves mostly
held after Qatar said the Iranian barrage was intercepted, alleviating some concern about disruptions in oil

supply.

The five-year note’s yield declined as much as 10 basis points to 3.86% and remained eight basis points
lower on the day. Traders boosted their bets that the Fed will lower rates by at least 50 basis points before
the end of the year, with a roughly 20% probability of a reduction in July. Markets are pricing in a
September move as more likely.

Yields on two-year Treasuries, most sensitive to the Fed’s monetary policy, are lower by nine basis points
at 3.82%.

The Fed at its meeting last week held its benchmark interest rate in a range of 4.25% to 4.5%. Following
the meeting, Fed Chair Jerome Powell reiterated his view that policymakers can afford to take a patient
approach on rate adjustments, as they wait for additional details on how Trump’s economic policies,
particularly on trade, evolve.

Bond investors watching the latest geopolitical developments are on alert for hints on when the Fed will
deliver the two 2025 rate cuts officials projected at their latest policy meeting.
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Overview of the Australian Bond Market

Australian government bonds gained on Monday as investors sought safety following Iran’s retaliatory
strike on a U.S. military installation, echoing global flows into sovereign debt amid renewed geopolitical
instability in the Middle East.

The move was compounded by dovish signals from the Reserve Bank of Australia (RBA), which raised
expectations that interest rate cuts could begin as early as the fourth quarter. The yield on 10-year
government bonds fell to 4.22%, its lowest in over a month, reflecting both global risk aversion and
growing conviction that monetary policy may ease in the months ahead.

The three-year bond yield declined as much as 8 basis points to 3.33%, while two-year yields—more
sensitive to central bank expectations—slipped 7 basis points to 3.41%. Markets are currently pricing in
nearly 90 basis points of easing over the next year, with a modest probability (~¥25%) of the first cut
occurring in October. A December move remains the base case among traders.

The RBA held its cash rate steady at 3.85% earlier this month, signaling a more patient stance as it awaits
clearer signs of a sustainable downtrend in inflation. Governor Michele Bullock noted that while inflation
risks remain, the economy’s weaker-than-expected growth and a softening labor market allow for greater
flexibility in policy settings.

Bond investors are now watching closely for further clues on the timing of the RBA’s expected rate cuts,
particularly as geopolitical developments threaten to disrupt commodity markets and global growth.
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About YieldReport - Your Income Advantage

YieldReport is Australia's leading online investor platform on interest rate markets and yield investments.
YieldReport provides research, data, advice, news review and insights on what's shaping the yield curve
and fixed income markets. It also provides a great source of reference for pricing and performance data on
yield focused investment opportunities including cash, term deposits, government and semi-government
bonds, managed funds, ETFs, corporate bonds, floating rate notes and hybrids. YieldReport insights and
analyses are designed to help anyone capital allocation or investment selection — whether it be their own
or whether they sit on a finance committee, board etc. — to make informed decisions about where interest
rates are going and to have access to the best rates and latest performance data available on vyield-
oriented investments.

Explore more via the website - www.yieldreport.com.au. Find daily updates on social media platforms such
as LinkedIn and Twitter.
For inquiries, please contact contact@yieldreport.com.au or call 0408 266 713.

YieldReport — Interest Rates &Yield Investment Data & Research
Level 2, Suite 208

33 Lexington Drive

Bella Vista NSW 2153

Disclaimer

The material contained in this document is for general information purposes only. It is not intended as an
offer or a solicitation for the purchase and/or sale of any security, derivative, index, or financial
instrument, nor is it an advice or a recommendation to enter any transaction. No allowance has been
made for transaction costs or management fees, which would reduce investment performance. Actual
results may differ from reported performance. Past performance is no guarantee for future performance.

This material is based on information that is reliable, but Foresight Analytics makes this information
available on an “as is” basis without a duty to update, make warranties, express or implied, regarding the
accuracy of the information contained herein. The information contained in this material should not be
acted upon without obtaining advice from a licensed investment professional. Errors may exist in data
acquired from third party vendors, & in coding related to statistical analyses.

Foresight Analytics disclaims any & all expresses or implied warranties, including, but not limited to, any
warranties of merchantability, suitability or fitness for a particular purpose or use. This communication
reflects our quantitative insights as of the date of this communication & will not necessarily be updated as
views or information change. All opinions expressed herein are subject to change without notice.
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