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Market Comment

Global markets face an increasingly volatile backdrop as the conflict between the U.S., Israel, and Iran has escalated into a
full-scale regional war, disrupting global energy markets and rattling investor confidence. The closure of the Strait of Hormuz
has sent oil prices surging, reigniting inflation expectations and pushing bond yields sharply higher. For Canadian investors,
this environment presents both significant challenges and selective opportunities.

The Strait of Hormuz is a critical chokepoint through which roughly 20% of global oil supply transits daily. The resulting supply
shock has driven WTI crude to levels that have historically coincided with negative forward equity returns. Higher oil prices
translates to lower consumer spending as disposable income decreases and margin compression for businesses who see their
input costs rise. Rising energy costs are also feeding through to inflation expectations, with bond yields spiking as markets
reprice the path of central bank policy.

In the past during times of stock market turmoil, we would often see a surge in so-called “flight to safety” assets like US
Treasury Bonds and gold. This time around the sell off has been very broad based with asset classes like bonds and gold also
falling.

In times of geopolitical crisis and heightened volatility, it is more important than ever to stay disciplined, diversified, and
aligned with your customized financial plan. It’s also important to remember that there is usually a crisis somewhere, and
global markets have historically been highly resilient to periods of turmoil.
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The escalation of war between the U.S,,
Israel, and Iran and the subsequent closure
of the Strait of Hormuz has triggered a
massive oil supply shock, sending WTI crude

surging past $95 /barrel by April 2026.
With roughly 20% of global oil supply
transiting the strait, the disruption has
reignited inflation expectations and raised
the possibility of stagflation across
developed economies, where inflation is high
and growth is low.

Oil Prices
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S&P500 Returns & Qil Prices

Source: Bloomberg Intelligence
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Bond yields have spiked sharply as the
closure of the Strait of Hormuz and surging
oil prices have pushed inflation expectations
higher, forcing markets to reprice the path

of central bank policy.

Yields have surged higher by roughly 25-30
basis points across the yield curve.

Bond Yields
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Precious Metals
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One factor that had been pushing gold
higher is a shift in reserve asset policy, with
gold becoming a more popular reserve asset
than USD denominated assets like US
Treasury Bonds.

According to analysis from Bloomberg
Intelligence, global gold reserve assets
recently surpassed USD assets for the first
time in decades.

Reserve Assets

Global USD-Denominated Reserve Assets, Adjusted for Valuation Effects
On a Quarterly Basis [Unadj. Reserves Assumed to Have Grown at Same Pace in 1Q26 as Previous Quarter]
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Historically, stocks have tended to perform
well following low readings in sentiment. In
the University of Michigan Consumer
Sentiment Survey, strong 12-month forward
returns have followed troughs in sentiment.
The current collapse in confidence, driven by
the war in Iran, surging energy costs, and
elevated uncertainty, places sentiment at
levels that have historically preceded
meaningful equity recoveries, although
results can vary.

Not included in this chart is the most recent
reading for April 2026, which was released
just prior to press-time for the chartbook.
The index fell to 47.6, which is the lowest
reading on record.

Past performance does not guarantee future
results.
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Global Conflict History
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We should not forget the crisis of yester-year,
the global trade war that began on the so-
called “Liberation Day” of April 2, 2025, when
Donald Trump announced severe and shocking
tariffs on imports from most countries around
the world.

Markets immediately sold off and volatility
spiked. Many predicted a global recession
would ensue. There have been many negative

effects of the trade war and much is still
unresolved, but markets were once again

resilient in the crisis and recovered to new
highs.

Just over one year later, the MSCI All Country
World Index has delivered a 30% return.
While actual results a timing can vary, in
hindsight, a crisis can look like an opportunity.

Past performance does not guarantee future
results.

Liberation Day — 1 Year Later
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DISCLAIMER

The particulars contained herein were obtained from sources believed
to be reliable at the time of print, but we cannot guarantee their
accuracy or completeness. Current analysis and interpretation of
such information is subject to change. This report is for general
information only and does not constitute tailored advice offered to an
individual. Individuals should consult with their professional advisors,
including tax professionals, prior to making investment decisions.
Certain statements may contain speculative information that carries
known and unknown risks, uncertainties, and other factors. These
factors can potentially lead to significant differences between the
actual outcomes, performance, or accomplishments of OceanFront
Investment Counsel Inc. or the overall industry outcomes, and any
future outcomes, performance, or accomplishments indicated or
suggested by such forward-looking statements. It is important to
note that these statements may not be suitable for everyone. Past
performance is not indicative of future results.

OceanFront Investment Counsel Inc. is a subsidiary of OceanFront
Wealth Inc. OceanFront Investment Counsel Inc. is registered as a
Portfolio Manager in B.C., Alberta, Manitoba, and Ontario and as an
Investment Fund Manager in B.C. and Alberta. Information contained
herein, relating to OceanFront Investment Counsel Inc. is intended
only for Canadians residing in the provinces where OceanFront
Investment Counsel Inc. is registered.
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