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U.S./Iran: After the “truce”

Frédérique Carrier — London

Markets have exhaled, and inflation fears have eased. But for governments and companies alike,
the drive towards self-sufficiency remains a strategic priority.

The Memorandum of Understanding (MoU) reduces the Prediction markets are cautiously optimistic for a
risks of conflict-driven economic weakness and market return to normal in the Strait of Hormuz

volatility, in our opinion. The truce, however, remains Kalshi odds of traffic normalization by a given date
precarious. We explore the macroeconomic implications

of the MoU and the strategic priority it leaves untouched 72% 76%
for governments and corporates alike—the drive towards 64%

self-sufficiency.

Strait talk 44%

The MoU signals the cessation of hostilities, and includes

an agreement to open the Strait of Hormuz, and the

start of negotiations. The agreement is fragile, however,

as many questions remain unresolved, including the 10%

contentious issue of Iran’s nuclear capability, the very

matter which started the war in February. -

In the Global Insight 2026 Midyear Outlook, we noted that July 1 July 15 Aug.1 Sept. 1 Oct.1
the path of the global economy and financial markets As of June 25, 2026, 10:00 CDT. Normalization is defined as a seven-
depended on the Strait’s reopening and how quickly day moving average of at least 60 vessel transits per day, or roughly
energy and commodities flows would be normalized. two-thirds of the 90-100 ships that passed through the Strait of

Hormuz daily before the conflict.
Most observers maintain that the full reopening of the

Strait and normalization of flows will be fraught with

difficulty. The scale of the backlog, with some 600 vessels

trapped in the Persian Gulf, and the alleged presence of

mines present significant challenges. Indeed, RBC Capital

Markets, LLC’s Head of Global Commodity Strategy Please note that the Global Insight Weekly
and Middle East and North Africa (MENA) Research will not be published on July 2, 2026.

Helima Croft sees multiple reasons to view the agreement

circumspectly.

Source - RBC Wealth Management, Kalshi
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RBC Global Asset Management Inc. Chief Economist

Eric Lascelles takes a more constructive view. He notes
that while official data shows that commercial traffic
through the Strait has stalled since the beginning of

the war, satellite data from our third-party research
provider suggests a shadow fleet—vessels operating

with their transponders turned off—went undetected by
traditional trackers even before the MoU was signed. This
may explain why the prediction markets are cautiously
optimistic about the formal reopening.

Improved economic outlook

Alasting truce could have important implications for
inflation, interest rates, and growth.

Oil prices have already corrected to close to $74.00 per
barrel, more than one-third less than their March peak,
though still slightly above pre-war levels. Natural gas
prices have fallen similarly, yet remain some 33 percent
above pre-war levels in Europe. In the U.S., average
national gasoline prices are falling closer to $4.00 per
gallon.

The fall in energy prices from their peak does not mean
the inflation shock is over. Jet fuel inflation may edge

up further before inventories are replenished, even as

U.S. gasoline price inflation has likely peaked. In Europe,
energy bills are often indexed to natural gas with a lag,
which will likely push inflation up over the coming months.
Other commodities may yet feel a lagged effect of the war.

Moreover, with energy prices still above pre-war levels,
inflation may still rise modestly in the near term. However,
the spike looks set to be shorter-lived than markets had
anticipated before the truce.

Overall, developed market central banks such as the
European Central Bank and the Bank of England that
were considering tightening monetary policy in response
to energy-driven inflation, may face less pressure to

do so. By contrast, those operating in stronger cyclical
conditions with tight labour markets, such as the Federal
Reserve and the Bank of Japan, may well consider raising
rates despite inflation waning.

If negotiations remain on track and the Strait stays open,
we believe the global economy is likely to regain its pre-
war momentum by the autumn. For Asia and Europe, the
two regions most affected by the disruption to Middle
East energy flows, the truce comes as a particular relief.

Self-sufficiency in a multipolar world

Even if negotiations prove successful and peace endures,
we expect governments and the corporate sector to
remain focused on improving self-sufficiency to navigate
the increasing uncertainties of a multipolar world order.

We think many countries will be increasingly wary of
depending on Middle East energy flows. We expect this

to accelerate investment in diverse energy sources
including nuclear and renewables, as well as in power grid
infrastructure.

The Middle East conflict has equally reinforced the
importance of national defence spending. In our view,
governments will not only sustain elevated defence
budgets, but increasingly direct them towards modern
precision capabilities: offensive strike drones and
hypersonic missiles, drone and missile defence
complexes, and Al-integrated systems. For Europe in
particular, the conflict has accelerated the push for
strategic autonomy, reducing dependence on U.S. security

gudarantees.

For the corporate sector, the U.S.-Iran conflict has
reinforced the increased importance of inventory buffers
and financial hedges. RBC Capital Markets, LLC’s Head

of U.S. Equity Strategy Lori Calvasina partly ascribes the
strength of Q12026 U.S. corporate results to companies
having taken these steps in advance. Management teams
have absorbed the lessons of COVID-19 and abrupt shifts
in U.S. tariffs. Companies have replaced “just in time”
supply chain management—or minimizing inventory to
reduce costs—with a “just in case” approach, prioritizing
resilience over efficiency. We expect them to maintain this
approach.

An unstable truce

The MoU is a meaningful step back from the brink, but it
falls well short of a lasting settlement.

Markets have nonetheless initially responded with
cautious optimism. Global bond yields have eased
marginally as inflation fears have receded. Stock

markets exhaled, suggesting to us that despite their
recent strength, the conflict had weighed on sentiment.

A successful and lasting agreement could unlock further
upside potential, though a breakdown in talks would likely
reverse these gains.

Regardless of the outcome, we think the structural priority
that defined the pre-war landscape—the drive towards
self-sufficiency—remains firmly in place.
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Miles D’Alessandro — Minneapolis

m This week began with a brief but sizable momentum-
driven selloff ahead of Micron’s Q3 earnings. Following
more than a year of outsized gains, we believe
investors looked to reposition prior to a trend-signaling
earnings report from one of the memory industry
leaders.

m U.S. semiconductor and memory stocks have

largely outperformed over the past year thanks

to skyrocketing demand for Al infrastructure and
components. With the SOXX (which tracks 30 U.S.-listed
semiconductor companies) up 100% year to date and
memory stocks returning triple digits over the past
year, Al-related demand has contributed to a highly
concentrated market. In fact, the percentage of stocks
outperforming in the U.S. has fallen to 35-year lows, with
fewer than 35% of S&P 500 stocks outperforming so far in
2026; the MSCI U.S. Momentum Index has outperformed
relative to the S&P 500 far beyond historical levels across
the past several months. Such extreme outperformance
of momentum stocks has led Micron to become a trillion-
dollar business in short order by market capitalization; it
was $200B just a year ago. This company and a handful
of other memory businesses have experienced surging
demand for DRAM and NAND memory, with the former
providing fast but temporary memory for Al inference and
the latter used for long-term memory storage.

m Rotation out of these stocks earlier this week
resulted in low-double-digit declines in the SOXX and
across memory stocks, but this was reversed after
Micron announced another impressive quarter. The
company not only beat key metrics across the board but
also far surpassed consensus expectations, reporting
another quarter of significant average selling price

hikes for memory compared to last year (see chart) and
indicating the memory “hypercycle” is not set to reverse.

Rising memory prices have driven Micron’s market
cap above $1 trillion
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ASP stands for average selling price.
Source - RBC Wealth Management, FactSet

m Besides Micron’s quarterly results, there were other
memory and Al-related headlines this week. The South
Korean market (KOSPI) utilized its fourth circuit
breaker this year, halting trading due to large single-
day downward movements related to semiconductor
volatility. Separately, Intel, a company in which the U.S.
government has a stake, received another boost after
announcing it would work with Apple to produce chips
for the tech giant. Intel also hired a new, experienced
executive to run the company’s foundry business.

CANADA

Claudia Humbert, CFA & Nguyen Dang, CFA - Toronto

m Canada’s annual inflation rate accelerated to 3.2%
in May, the highest in 29 months, from 2.8% in April, as
the impact of higher energy prices continued to flow
through the economy. Gasoline was the main driver,
reflecting earlier price gains tied to the Iran conflict,
while food and travel-related costs also added pressure.
However, the underlying picture was less alarming, as
the Bank of Canada’s (BoC) preferred measures—core
CPl-median and CPI-trim, which exclude the more
volatile food and energy prices—held steady at 2.1%

and 2.0%, respectively. This suggests to us that inflation
has not broadened out as much as the headline figure
implies. The report likely leaves the BoC in a cautious
position. While the headline overshoot above the BoC’s
1%-3% target inflation range limits the near-term scope
for rate cuts, we think steady core-inflation readings,
elevated unemployment, and a still-fragile economic
growth backdrop should reduce the pressure for rate
hikes. Overall, the data points to a temporary energy-led
inflation shock, one that policymakers will monitor closely
over the summer months for any signs of broadening
price pressures.

m On Monday, the federal government set out a new
plan to expand Canada’s nuclear energy sector. Ottawa
wants to support the construction of as many as 10

large reactors, with two expected to be underway by
2035 and another five at the planning or development
stage by 2040. The plan also targets a modernized,

more commercially competitive version of Canada’s
homegrown reactor technology by 2030, a doubling of
uranium exports over the next decade, and a substantially
larger nuclear workforce. The government believes
Canada can use its existing nuclear expertise, uranium
resources, and domestic supply chain to improve
energy security, generate economic activity, and win
more business abroad. Nuclear energy is also expected
to play a role in Ottawa’s goal of doubling the capacity
of the electricity grid by 2050. The announcement did not
include funding for individual projects, although Ottawa
intends to release a draft policy on federal financing for
new nuclear developments by April 2027. How quickly the
plan advances will likely depend on provincial support,
access to capital, regulatory decisions, and the pace at
which projects can be built.
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Guy Foster, CFA, Frédérique Carrier & Thomas McGarrity, CFA -
London

m UK Prime Minister Keir Starmer announced he will
resign following a period of unpopularity. The new prime
minister will be whoever succeeds him as leader of the
ruling Labour Party, and that is widely assessed to be
former Mayor of Manchester Andy Burnham.

m Gilts and sterling have discounted political risk
due to uncertainty and previous comments Burnham
has made about deregulation and privatisation

being amongst the greatest weaknesses of the UK.
His preference would seem to be toward borrowing for
investment. To win power, he must appeal to Labour
voters, and once in power he would need to broaden his
appeal and, crucially, to placate the bond markets—as
any future British PM will.

m The UK has a high but stable debt trajectory in
contrast to France or the U.S., but its fiscal plans

rely upon an absence of future economic shocks. The
UK has the highest-yielding bonds in the G7, making it
what we view as an attractive way to benefit from the
reopening of the Strait of Hormuz. The resulting fall in oil
and gas prices reduces the risk of government subsidies
for utilities bills in the UK. This effect has trumped the
political uncertainty.

m In general, UK equities represent global businesses
which are operationally fairly insulated from political
risk. Regulated sectors such as utilities are an exception
where Burnham’s suggestions of renationalisation are
weighing, even though financial constraints make it
unlikely.

m Shares in Rheinmetall, the German defence group,
dropped 19% on June 24 after Berlin abandoned a

€15 billion programme to build F126 frigates. Instead, a
contract worth €11.6 billion went to German shipbuilder
TKMS for Meko A-200 frigates.

m Inour view, the abandonment is a blow to confidence
in German defence procurement and contract visibility.
It also illustrates the growing pressure on spending for
large traditional platforms. We believe air defence and
more agile, precision-led offensive capabilities are likely
to benefit as defence priorities evolve.

ASIA-PACIFIC

Jasmine Duan - Hong Kong

m Asian equity markets have experienced sharp
volatility this week, with the South Korean market
recording the most dramatic swings as investors reassess
Al investment momentum. South Korea’s benchmark
KOSPI index fell close to 10% on Tuesday before
recovering most losses over the following two trading
days, underscoring heightened market sensitivity to
sentiment shifts.

The Korean equity market has recorded daily moves
greater than 5% more than 20 times this year
Daily change in South Korea’s benchmark KOSPI index
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Source - RBC Wealth Management, Bloomberg; data through 6/25/26

m The volatility was particularly pronounced in memory
semiconductor stocks, which represent a significant
proportion of the South Korean index. Despite the recent
correction, year-to-date gains remain substantial across
the region’s Technology sector, raising the question of
whether current volatility represents a healthy correction
within a longer bull market or indicates deeper concerns
about the Al investment cycle.

m We think several factors have converged to amplify
South Korean market swings. First, increasing trading
of leveraged exchange-traded funds has magnified price
moves, with daily fluctuations of 10% now commonplace
among Tech-heavy positions. Second, the global financial
environment is shifting toward restraint, with markets
now pricing in two potential U.S. Federal Reserve interest
rate increases over the next 12 months. Asian monetary
policymakers, including at South Korea’s central bank,
have also grown increasingly vocal about tightening
financial conditions.

m Beyond the technical factors, fundamental questions
are surfacing about whether current Al-driven
spending by technology companies can justify elevated
valuations, particularly as premium pricing for memory
chips erodes demand in non-Al applications. For example,
smartphone sales are projected to contract by nearly 13%
in 2026, according to the International Data Corporation,
a Boston-based technology analysis firm.

m We believe crowded leverage and tightening liquidity
are the dominant near-term drivers of volatility,
explaining why South Korea’s concentrated benchmark
KOSPI index and leveraged retail ecosystem have suffered
more than Taiwan’s market. However, if the selloff persists
and broadens, a fundamental reassessment of Al capex
sustainability could challenge not just semiconductor
valuations but also earnings assumptions across the
global technology sector.
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Equities (local currency) Level MTD YTD 1yr 2yr
MARKET
S&P 500 7,358.22 -2.9% 7.5% 20.8% 35.1%
SCO recd ['d Dow Industrials (DJIA) 51,848.90 1.6% 7.9%  203%  31.6%
Nasdaq 25,476.63 -5.5% 9.6% 27.9% 45.6%
Russell 2000 2,986.63 2.3% 20.3% 38.2% 47.1%
S&P/TSX Comp 34,736.09 -0.1% 9.5% 30.0% 59.0%
FTSE All-Share 5,619.86 0.3% 5.0% 18.0% 24.5%
STOXX Europe 600 635.16 1.5% 7.3% 17.4% 22.4%
EURO STOXX 50 6,214.70 2.7% 7.3% 17.3% 25.5%
Hang Seng 23,412.18 -7.0% -8.7% -3.2% 29.9%
Shanghai Comp 4,110.81 1.0% 3.6% 20.2% 38.7%
Nikkei 225 69,174.97 4.3% 37.4% 78.3% 78.3%
India Sensex 76,991.22 3.0% -9.7% -6.2% -0.5%
Singapore Straits Times 5,215.99 3.5% 12.3% 33.6% 57.4%
Brazil Ibovespa 170,506.66 -1.9% 5.8% 24.3% 39.0%
Mexican Bolsa IPC 66,243.16 -3.4% 3.0% 16.7% 26.1%
Gov’t bonds (bps change) Yield MTD YTD 1yr 2yr
U.S. 10-Yr Treasury 4.396% -39 22.9 10.2 16.4
Canada 10-Yr 3.362% -5.1 -7.1 9.2 3.0
UK 10-Yr 4.684% -12.8 20.5 21.1 60.3
Germany 10-Yr 2.865% -7.3 1.0 32.2 44.6
Fixed income (returns) Yield MTD YTD 1yr 2yr
U.S. Aggregate 4.77% 0.0% 0.4% 4.0% 9.0%
U.S. Investment-Grade Corp 5.22% 0.0% 0.7% 4.7% 10.4%
U.S. High-Yield Corp 7.21% 0.0% 1.7% 6.3% 16.5%
Commodities (USD) Price MTD YTD 1yr 2yr
Gold (spot $/oz) 3,999.06 -11.9% -7.4% 20.3% 71.3%
Silver (spot $/oz) 57.54 -23.6% -19.7% 60.2% 94.5%
Copper ($/metric ton) 13,302.84 -2.2% 6.8% 35.5% 39.8%
Oil (WTI spot $/bbl) 69.83 -20.1% 21.6% 8.5% -14.5%
0il (Brent spot $/bbl) 73.14  -205%  20.2% 89%  -15.0%
uity returns do not include dividends, atural Gas ($/mmBtu . 2.0%  -12.6% -8.9% 14.7%
Equity ret d t include dividend Natural G $/ Bt 3.22 2.0% 12.6% 8.9%
except for the Brazilian Ibovespa. Bond o —— Rate MTD YTD Tyr 2yr
yields in local currencies. Copper Index m q . . . o
data and U.S. fixed income returns as of U.S. Dollar Index 101.5990 2.7% 3.3% 3.8% -3.7%
Tuesday'’s close. Dollar Index measures CAD/USD 0.7026 -3.1% -3.6% -3.6% -4.0%
USD vs. six major currencies. Currency USD/CAD 1.4233 3.2% 3.7% 3.7% 4.2%
rates reflect market convention (CAD/ EUR/USD - e e e =
USD is the exception). Currency returns : YR EeR B o
quoted in terms of the first currency in GBP/USD 1.3167 -2.1% -2.3% -3.3% 3.8%
each pairing. AUD/USD 0.6900 -4.0% 3.4% 6.3% 3.7%
Examples of how to interpret currency USD/JPY 161.8200 1.6% 3.3% 11.6% 1.4%
jﬂltlﬂi CA'ﬁ/tl)JSD 0.70 means 1 Canadian EUR/JPY 183.7900 -1.0%  -0.1% 9.2% 7.3%
ollar will buy 0.70 U.S. dollar. CAD/USD o o o o
3.6% return means the Canadian dollar ~ EUR/GBP 0-8626 0.5% 1.0% 1.2% 2.0%
has fallen 3.6% vs. the U.S. dollar yearto ~ EUR/CHF 0.9229 1.4% -0.8% -1.3% 3.7%
date. USD/JPY 161.82 means 1 U.S. dollar USD/SGD 1.2975 1.6% 0.9% 1.4% 4.1%
will buy 161.82 yen. USD/JPY 3.3% return
. USD/CNY 6.8105 0.7% -2.5% -5.0% -6.2%
means the U.S. dollar has risen 3.3% vs. 4 ) ) ) :
the yen year to date. USD/MXN 17.6150 1.5%  -22%  -72%  -1.9%
USD/BRL 5.1964 3.2% -5.1% -5.7% -3.6%

Source - Bloomberg; data as of 6/24/26
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