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SUMMARY  OF  LAST  WEEK
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The  Federal  Reserve's  monetary  policy  was  dampened  as  traders  

brought  forward  expectations  of  rate  cuts  to  July  and  only  factored  

in  two  cuts  before  the  end  of  the  year,  compared  to  previous  

expectations  of  four,  while  South  Korea's  Kospi  plunged  12%  on  

Wednesday  in  its  worst  day  in  decades,  as  the  contagion  from  the  

Iran  war  spread  through  global  markets.

Markets  suffered  their  worst  week  since  October  as  a  devastating  

combination  of  geopolitical  turmoil  and  domestic  economic  weakness  

triggered  a  brutal  sell-off,  with  the  S&P  500  falling  2.02% ,  the  Nasdaq  
1.24% ,  and  the  Dow  Jones  Industrial  Average  3.01% .  All  three  major  

indexes  closed  in  negative  territory  for  2026  amid  growing  fears  of  

stagflation,  leaving  investors  without  a  clear  safe  haven  from  

deteriorating  economic  fundamentals.  The  shock  that  defined  the  

week  came  on  Friday  when  the  Bureau  of  Labor  Statistics  reported  

that  the  U.S.  economy  unexpectedly  lost  92,000  jobs  in  February,  

compared  with  expectations  of  50,000  more,  and  the  unemployment  

rate  climbed  to  4.4%.  Revisions  showed  that  17,000  jobs  were  

actually  lost  in  December,  with  the  healthcare  sector  eliminating  

28,000  positions,  largely  due  to  a  31,000-worker  strike  at  Kaiser  

Permanente ,  while  the  federal  government  cut  10,000  jobs  and  the  

manufacturing  sector  eliminated  12,000.  This  marks  the  third  time  in  

five  months  that  the  payroll  has  shrunk  and  highlights  a  labor  market  

frozen  by  tariff  uncertainty  and  AI-driven  restructuring.  The  catastrophic  

employment  data  coincided  with  an  unprecedented  energy  crisis,  as  

West  Texas  Intermediate  crude  surged  to  $92.60  a  barrel,  posting  a  

record  weekly  gain  of  35%,  the  largest  since  the  beginning  of  the  

economic  downturn.

Oil  futures  trading  in  1983.  Brent  crude  reached  $94.65,  boosted  by  

the  effective  closure  of  the  Strait  of  Hormuz,  where  tanker  traffic  

plummeted  88%  after  Iran's  Revolutionary  Guard  warned  vessels  to  

stay  away,  with  at  least  five  tankers  damaged  and  150  ships  stranded,  

as  the  bottleneck  that  carries  a  fifth  of  the  world's  oil  supply  was  

virtually  paralyzed  following  the  weekend  US  and  Israeli  attacks  that  

killed  Iran's  supreme  leader  and  triggered  retaliatory  missile  strikes  in  

Gulf  states,  including  the  UAE  and  Saudi  Arabia.  Financial  markets  

faced  a  new  crisis  on  Friday  when  BlackRock  announced  that  its  $26  

billion  HPS  Corporate  Lending  Fund  would  cap  redemptions  at  5%  

after  investors  requested  the  redemption  of  9.3%  of  the  shares,  worth  

$1.2  billion—the  first  time  the  fund  had  reached  its  redemption  

threshold  since  its  inception.  This  triggered  a  7%  plunge  in  BlackRock's  

stock  and  amplified  concerns  about  liquidity  mismatches  in  the  $3  
trillion  private  lending  sector,  just  weeks  after  UBS  warned  that  AI  

disruption  could  push  default  rates  to  15%.  The  confluence  of  

collapsing  payrolls  and  soaring  energy  prices  created  a  textbook  
stagflation  scenario  that  paralyzed  policymakers.

Defense  sector  stocks  surged,  with  Lockheed  Martin  gaining  6%  

and  Northrop  Grumman  rising  5%,  while  Iraq  and  Kuwait  began  

shutting  down  oil  production  as  domestic  storage  facilities  filled  up  

amid  the  export  standstill,  with  Saudi  Arabia  and  the  United  Arab  

Emirates  potentially  following  suit,  threatening  to  create  "stranded  

assets"  that  could  push  oil  toward  $100  a  barrel  if  the  conflict  drags  

on  beyond  Goldman  Sachs'  forecast  of  a  five-week  disruption  to  

the  strait.
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VISION  OF  IN  ON  CAPITAL  SA

The  strain  on  private  credit  came  to  the  fore  when  BlackRock  limited  withdrawals  from  its  $26  billion  HPS  fund,  confirming  warnings  about  liquidity  
mismatches  amplified  by  fears  of  disruption  from  artificial  intelligence.  With  all  major  indices  in  negative  territory  year-to-date  and  geopolitical  tensions  
showing  no  signs  of  abating,  the  market  correction  we  anticipated  at  the  beginning  of  the  year  has  now  begun.

Markets  are  facing  a  rare  confluence  of  risks,  as  concerns  about  stagflation  intensify  following  the  unexpected  loss  of  92,000  jobs  in  February,  coupled  
with  a  historic  35%  weekly  surge  in  oil  prices,  which  topped  $90  a  barrel,  fueled  by  the  conflict  with  Iran  and  the  paralysis  of  the  Strait  of  Hormuz.  The  
Federal  Reserve  faces  a  complex  policy  dilemma:  weak  labor  markets  call  for  lower  interest  rates,  while  energy-driven  inflation  demands  restraint.

We  believe  the  Fed  will  choose  economic  stability  over  the  risk  of  inflation,  since  the  latter  is  supply-driven.

3
Source:  Sentosa;  Co

Machine Translated by Google



Source:  Sentosa  &  Co,  Altitutde  IS

Chart  2:  Cyclical  sectors  versus  defensive  sectorsChart  1:  S&P  500  (6830.71) /  Weekly  Chart
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THE  TOPIC  OF  THE  WEEK

Iran  has  triggered  the  anticipated  market  correction

This  scenario  is  supported  by  market  dynamics,  in  which  cyclical  sectors  have  significantly  underperformed  defensive  sectors  since  the  beginning  of  the  year  (Chart  2).  
In  any  market  correction  or  bear  market,  defensive  sectors  tend  to  outperform  cyclical  sectors  by  a  wide  margin.  It  is  too  early  to  draw  conclusions  about  the  duration  and  depth  of  
the  current  market  correction.  So  far,  we  favor  a  scenario  for  2025  in  which  the  ratio  has  only  corrected  in  the  first  half  of  the  year.  In  fact,  the  fundamental  situation  does  not  favor  a  
scenario  like  those  of  2000-2003  or  2007-2009.

We've  been  discussing  this  since  December,  and  we  mentioned  it  in  our  latest  quarterly  outlook:  the  market  is  facing  a  correction  in  the  first  half  of  the  year,  and  it  has  already  begun.  
The  US  intervention  in  Iran  has  shifted  investors  from  a  risk-seeking  to  a  risk-averse  attitude  for  multiple  reasons—a  sentiment  that  shouldn't  persist.  So  far,  despite  the  very  negative  
sentiment  and  concerns  stemming  from  the  attack  on  Iran,  the  indices  haven't  been  significantly  affected.
Technically  speaking,  the  US  market  appears  quite  volatile,  yet  ironically,  with  reduced  volatility.  We  expect  prices  to  break  out  of  the  current  trading  range  to  the  downside  
and  reach  the  lower  end  of  the  2023-2026  ascending  channel,  around  6200  (-8%  from  current  levels),  as  the  first  and  most  important  support/target  (Chart  1).
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Now,  the  price  of  crude  oil  has  surged  36%  since  the  start  of  the  conflict  and  is  currently  trading  at  $91.50  (Chart  6),  seriously  jeopardizing  the  stability  of  the  economy  should  
prices  remain  high.  The  initial  surge  continued  when  fears  of  a  blockade  of  the  Strait  of  Hormuz  materialized.  The  strait  is  a  strategic  transit  point,  carrying  20%  of  the  world's  oil  and  
natural  gas  supply.  Investors  fear  a  prolonged  disruption  to  energy  supply  chains.  Rising  energy  prices  threaten  to  slow  global  growth  and  reignite  inflationary  pressures.  A  stagflation  
scenario  would  prevent  companies  from  increasing  their  profits  as  expected  and  would  automatically  render  current  valuations  unsustainable.  From  this  perspective,  the  stock  market  
correction  has  been  slow  to  materialize,  but  it  is  entirely  justified.  It's  worth  remembering  that  current  levels  are  completely  disconnected  from  ESP  growth  levels,  and  a  
readjustment  would  be  logical  (Chart  7).

The  outbreak  of  hostilities  in  Iran  has  rattled  financial  markets,  raising  investor  concerns  about  a  potential  recession.  So  far,  despite  the  sharp  slowdown  in  non-farm  payrolls  
(Chart  3),  the  Citi  Economic  Surprise  Index,  which  tracks  a  much  broader  set  of  indicators  including  retail  sales,  industrial  production,  housing  data,  PMIs,  and  consumer  
confidence,  remains  in  positive  territory,  suggesting  that  consumption  and  production  remain  resilient  even  as  hiring  slows  (Chart  4).  This  divergence  is  partly  explained  
by  the  productivity  gains  firms  have  accumulated  since  the  post-pandemic  labor  shortage,  following  heavy  investments  in  automation  and  operational  efficiency  (Chart  
5).  Thus,  lower  hiring  can  be  compatible  with  stable  or  growing  output,  keeping  GDP  supported  even  as  the  overall  employment  figure  softens.

5

THE  TOPIC  OF  THE  WEEK

What  about  the  risk  of  recession  due  to  the  situation  in  Iran?

Source:  Sentosa  &  Co,  Altitutde  IS

Chart  4:  Citi's  economic  surprise  in  the  US
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Chart  3:  Monthly  non-farm  payrolls  (-92,000  in  February)
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Chart  6:  WTI  (92.40)

THE  TOPIC  OF  THE  WEEK

Chart  7:  S&P  500  (right  axis);  EPS  with  a  12-month  lag  (left  axis)

Chart  5:  US  GDP  (year-on-year  %);  job  growth;  productivity  increase
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The  Situation  of  Different  Asset  Classes:  Furthermore,  

some  investors  believe  that  central  banks  are  likely  to  keep  interest  rates  high  for  longer.  This  tightening  of  monetary  policy,  intended  to  curb  inflationary  pressures,  has  pushed  yields  
higher  and  caused  bond  yields  to  fall  (Chart  8).  This  perception  of  central  bank  action  is  probably  misguided,  as  central  banks  rarely  act  to  counter  a  supply  crisis  over  which  they  have  no  
control.  Rates  are  likely  to  remain  low,  or  even  fall,  to  support  the  ability  of  businesses  and  households  to  borrow.  Therefore,  the  bond  market  correction  appears  overblown.  The  expectation  of  
tighter  monetary  policy  had  a  positive  impact  on  the  dollar,  which  recovered  from  its  lows  and  resumed  acting  as  the  safe-haven  currency  it  once  was  (Chart  9).

The  strengthening  dollar  had  an  indirect  negative  impact  on  gold,  which  followed  a  paradoxical  path  during  this  period  of  risk  aversion  that  should  normally  have  benefited  it.  Despite  its  safe-haven  
status,  the  yellow  metal  fell  (Chart  9).  Investors  sold  their  positions  to  raise  cash  in  an  emergency  situation.  This  move  was  intended  to  meet  demands  for  additional  hedging  on  equities,  and  
gold's  long-term  trend  remains  intact.  As  for  equities,  investors  looking  to  protect  their  portfolios  still  have  an  opportunity  to  act,  as  most  of  the  decline  has  yet  to  materialize.  Global  equity  sectors  
have  responded  asymmetrically  to  the  outbreak  of  conflict  with  Iran,  and  the  performance  of  the  past  seven  days  largely  reflects  each  sector's  sensitivity  to  the  disruption  in  energy  prices,  
geopolitical  risk,  and  the  broader  reassessment  of  global  growth.

THE  TOPIC  OF  THE  WEEK

Chart  8:  2-year  US  return  (3.52%);  10-year  US  return  (4.11%) Chart  9:  2-year  US  return  (3.52%);  10-year  US  return  (4.11%)
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Chart  10:  Sector  performance  between  27/02/2026  and  06/03/2026 Chart  11:  Index  performance  between  27/02/2026  and  06/03/2026
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THE  TOPIC  OF  THE  WEEK

The  main  short-term  risks  are  the  prolonged  blockade  of  the  Strait  of  Hormuz  and  the  spread  of  the  conflict  to  neighboring  countries,  which  would  increase  the  supply  crisis.

The  Stock  Market  Situation:  Since  the  start  

of  the  crisis,  the  energy  sector  is  the  only  one  that  has  managed  to  deliver  positive  returns,  while  the  technology  sector  has  also  proven  very  resilient.  Otherwise,  most  of  the  MSCI  
World  universe  declined,  with  losses  accelerating  considerably  in  market  segments  most  exposed  to  economic  cycles  and  linked  to  raw  materials  (Chart  10).  The  most  surprising  
performance  came  from  the  consumer  staples  sector.  Although  typically  considered  a  defensive  sector,  it  suffered  a  loss  of  5.7%.  The  sharp  rise  in  oil  prices  has  an  immediate  and  visible  impact  on  
commodity  margins,  undermining  the  revenue  stability  argument  that  usually  underpins  the  sector's  defensive  appeal.  From  a  geographical  perspective,  emerging  and  European  countries  are  
suffering  the  consequences  of  their  dependence  on  oil  and  gas  imports.  Conversely,  US  assets  have  consolidated  their  position  as  the  only  safe  haven,  despite  closing  the  week  in  
negative  territory  (Chart  11).  The  evolution  of  the  conflicts  in  the  Near  and  Middle  East  will  shape  market  trends  throughout  March.

The  Strait  of  Hormuz  is  a  key  corridor  not  only  for  crude  oil  and  LNG,  but  also  for  fertilizers,  methanol,  ammonia,  intermediate  petrochemicals,  and  certain  industrial  materials.  Therefore,  a  prolonged  
disruption  would  affect  agriculture,  chemicals,  manufacturing,  and  supply  chains  in  general,  making  the  impact  cross-sectoral  and  not  limited  to  oil  alone.

8

Machine Translated by Google



Source:  Sentosa  &  Co,  Altitutde  IS
9

For  this  reason,  we  continue  to  believe  that  central  banks  will  maintain  a  dovish  stance  this  year,  which  will  eventually  stabilize  the  stock  market  after  the  current  correction.  This  would  benefit  bond  
investors  who  were  penalized  last  week,  as  we  believe  interest  rates  will  continue  to  fall  in  the  coming  months.

The  extent  of  any  slowdown  will  depend  largely  on  the  depth  and  duration  of  the  oil  price  and  supply  crisis.  Our  baseline  scenario  does  not  assume  that  the  global  economy  is  doomed  to  recession.  
Even  in  more  energy-dependent  regions,  such  as  Europe,  growth  this  year  could  remain  close  to  its  potential,  supported  by  still-favorable  financial  conditions,  moderate  household  leverage,  strong  
corporate  cash  flows,  and  policy  support  in  major  economies.

A  prolonged  conflict  could  continue  to  cause  slower  real  growth  and  above-target  inflation  for  longer.  The  United  States  is  relatively  less  exposed.  While  higher  oil  prices  would  add  inflationary  pressure  
and  dampen  discretionary  spending,  the  country's  energy  position  and  large  defense  sector  would  partially  offset  this.  The  net  effect  on  growth  would  likely  be  mixed,  rather  than  uniformly  negative.  
The  upcoming  meetings  of  the  Federal  Reserve  and  the  European  Central  Bank  will  be  under  close  scrutiny.  In  any  case,  the  Fed  will  undoubtedly  be  more  influenced  by  economic  growth  than  by  the  
threat  of  inflation,  especially  if  that  threat  is  a  supply  shock.  Moreover,  starting  in  May,  when  Warsh  and  Miran  take  over  at  the  Fed,  the  downward  pressure  on  short-term  rates  and  the  control  of  long-
term  rates  will  become  evident.

Regarding  sectors,  defensive  sectors  (healthcare,  consumer  staples,  utilities)  and  energy  should  be  more  resilient  than  the  rest  during  the  current  correction.  However,  we  remain  strategically  positive  
on  gold,  commodities,  and  commodity  producers...  the  current  correction  is  therefore  an  opportunity  for  investors.  Finally,  we  believe  the  Fed  will  remain  accommodative,  as  the  threat  of  inflation  is  
coming  from  the  supply  side.  Between  this  type  of  inflation  threat  and  a  slowing  economy,  the  Fed  is  likely  to  choose  to  support  the  economy.  For  this  reason,  we  also  continue  to  find  the  fixed-income  
segment  attractive.

We  anticipate  a  further  decline  of  at  least  8-10%  in  equities,  as  markets  are  overvalued  in  terms  of  both  price  and  valuation.  In  the  short  term,  Europe  and  Asia  are  expected  to  be  most  affected  by  the  
current  situation.  In  the  long  term,  we  continue  to  believe  that  the  US  market  and  the  US  dollar  will  underperform  other  markets/currencies  by  2026.

CONCLUSION  The  

stock  market  correction  was  expected  and  has  just  begun,  triggered  by  the  situation  in  Iran  and  fears  of  a  supply  crisis  due  to  the  Strait  of  Hormuz.

THE  TOPIC  OF  THE  WEEK

What  is  expected  of  the  Federal  Reserve?
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Legal  Notice

to  acquire  or  sell  rights  to  securities  or  investment  products  or  to  be  a  party  to  any  transaction  of  any  kind,  particularly  with  any  recipient  other  than  a

In  On  Capital,  SA  makes  this  content  available  for  informational  purposes  only  and  without  the  intention  of  constituting  a  solicitation  or  offer,  recommendation  or  advice  for

In  On  Capital,  its  directors,  representatives,  employees,  agents,  or  shareholders  do  not  assume  any  responsibility  for  this  content  and  offer  no  guarantees.

Warranty.  The  data  mentioned  is  not  accurate,  complete,  or  reliable.  Therefore,  In  On  Capital  assumes  no  responsibility  for  any  loss  resulting  from  the  use  of

This  content.  Ongoing  information,  revisions,  and  evaluations  in  this  document  will  apply  at  the  time  of  publication  and  may  be  revoked  or  modified  without  notice.

independently  (with  their  professional  advisors)  the  specific  risks  and  legal,  tax  and  accounting  consequences  and  eligibility  conditions  for  any  purchase,

These  services  may  not  be  available  in  all  jurisdictions  or  to  all  types  of  recipients.  Recipients  must  comply  with  all  applicable  laws  and  regulations.

Applicable  local  regulations.  In  On  Capital,  SA  is  an  entity  regulated  and  supervised  by  the  Superintendency  of  the  Securities  Market  of  Panama  SMV  296/2014.

Prior  notice  is  required.  This  content  is  intended  only  for  recipients  who  understand  and  can  assume  the  risks  involved.  Before  making  any  transaction,  recipients

jurisdiction  of  a  jurisdiction  whose  laws  or  regulations  prohibit  such  distribution  or  use.  While  In  On  Capital  will  make  every  effort  to  obtain  information  from  sources  that

Qualified,  authorized,  eligible,  and/or  professional  investor.  This  content  is  for  the  sole  use  of  the  recipient  and  may  not  be  communicated,  printed,  downloaded,  used,  or  reproduced  

for  any  other  purpose.  It  is  not  intended  for  distribution  to,  or  use  by,  individuals  or  entities  that  are  nationals  of  any  country,  or  is  subject  to  the
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This  document  is  not  intended  to  provide  services,  securities  and/or  investment  products  in  countries  or  jurisdictions  where  such  an  offer  would  be  illegal  under  the  laws  and

They  must  determine  whether  the  product  or  investment  product  mentioned  in  the  content  corresponds  to  their  particular  circumstances  and  must  ensure  they  evaluate

holding  or  selling  of  securities  or  investment  products  mentioned  in  the  content.  In  On  Capital,  its  directors,  representatives,  employees,  agents,  or  shareholders  may  have

interest  in  the  investments  described  in  this  document  and/or  be  bound  by  subscription  commitments  to  such  investments.  In  On  Capital  does  not  guarantee  the  suitability  of  the

Information,  notices,  or  investment  values  and  products  mentioned.  Historical  performance  data  for  securities  and  investment  products  or  underlying  assets  are  not  a

The  organizational  unit  responsible  for  financial  research.  In  On  Capital  is  subject  to  separate  regulatory  requirements  and  certain  services,  securities,  and/or  investment  products.
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