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Three Take-Aways

1) Renewed supply shocks and stronger data pushed Fed rate cut
expectations lower.

2) IEA reserves are insufficient against Iran’s supply shock,
leaving oil elevated and inflation-linked yield risks rising.

3) HKD’s weakness may fade as quarter-end liquidity needs
reduce the appeal of HKD-USD carry trades.

MACRO THEME: Rate-Cut Hopes Fade

- Risk appetite softened further as elevated energy prices and
renewed trade frictions—with the U.S. launching a new Section 301
investigation into multiple major trading partners—reinforced a cautious
market tone.

- The IEA’s record 400-million-barrel reserve release failed to
reassure markets, with geopolitical headlines overshadowing policy
action.

- Reports that Iran has laid mines in the Strait of Hormuz and
statements from Iranian leadership insisting the waterway should
remain closed heightened concerns over the scale of supply
disruption and persistent shipping bottlenecks. Oil accordingly
extended its recent surge.

- Rate-cut expectations continued to drift lower, as the combination
of supply-driven inflation risk and firmer macro data tempered dovish
positioning. With Initial Jobless Claims and Housing Starts surprising to
the upside, markets now price fewer than one 25bp Fed cut by
end-2026—down sharply from more than two cuts expected before the
war began, reflecting a significant recalibration in the policy outlook in
response to the ongoing supply shock.

Yields (2Y: +9.0bp; 10Y: +3.1bp; 30Y: +0.3bp)
Equities (Nasdaq: -1.8%; S&P 500: -1.5%; Dow: -1.6%)
FX (DXY: +0.5%)

When 400 Million Barrels Isn’t Enough

- Despite a record 400 million barrels of coordinated strategic
petroleum reserves (SPR) release committed, the IEA may not be
able to meaningfully subdue oil prices.

- For one, the sheet scale of oil flow disrupted by Iran - led by the
Straits of Hormuz blockade - far overwhelms the IEA's depth of
reserves to credibly dampen.

- For comparison, the estimated 14MBpD disrupted (accounting for
6MBpD that Saudi can divert via pipelines) is 7 times the estimated
effective disruption from Russia.

- Whereas the 400 million barrels of coordinated SPR release is merely
two-thirds more released (by the US and IEA) in 2022.

- In addition, the "drip rate" of SPR release has not crossed 2MBpD in
2022, denting a supply deluge that immediately hits markets.
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- Furthermore, this "drip" constraint is exacerbated by IEA reserves - other
than Japan's - being 3-6 weeks away from the Res Sea, which compounds
the coincident shipping crisis that significantly adds to oil's cost.

- Oil Price Risks: The upshot is, in the absence of a quick de-escalation
of the Iran war, oil could surge (and stay) above $100, defying the SPR
reserves.

- Yield Spillover: If oil is sustained above $100, it may incite a climb in
5y5y inflation swaps to 2.5-2.8%, which could in turn spill-over to lift 10Y
UST yields to 4.5-4.8%.

Iran War: A Long Road to Peace Talks

- Prospects for meaningful US-Iran peace negotiations remain
extremely limited, despite occasional signals of conditional openness.

- US President Trump reinforced this stance stating that preventing Iran
from acquiring nuclear weapons is “far more important” than
stabilizing oil prices, underscoring focus on strategic containment rather
than de-escalation.

- Iran continues to set terms the US is unlikely to accept. President
Masoud Pezeshkian reiterated three prerequisites for ending the war:
recognition of Iran’s “legitimate rights,” payment of reparations, and firm
international guarantees against future aggression.

- These conditions remain extremely difficult—if not impossible—to
reconcile with current US policy priorities, particularly given Washington’s
emphasis on preventing a nuclear-armed Iran.

- With both sides hardening their positions, and with the conflict
increasingly spilling across the Gulf, there is no credible pathway to
near-term negotiations. Iran’s leadership has simultaneously signaled its
intention to keep the Strait of Hormuz closed as leverage, further
underscoring the entrenched nature of the conflict.

- Markets should expect geopolitical risk premiums to persist until a
credible diplomatic opening emerges.

Hong Kong: HKD Softness Meets Seasonal Risk

- The HKD continues to exhibit characteristics of a funding currency, with
HIBOR sitting unusually low relative to US front-end rates.

- The widened SOFR-HIBOR differential has kept the incentive structure
firmly in favour of borrowing HKD to invest in higher-yielding USD
assets. This rate gap has been the key driver anchoring USD/HKD toward
the weak side of the trading band, even in the absence of meaningful
capital outflows or macro deterioration.

- However, the durability of this setup will be tested as March
progresses. Quarter-end is traditionally associated with an upswing in
HKD funding demand as banks manage balance sheets, and March is
also a period when dividend-related flows begin to surface.

- These seasonal dynamics can push short-tenor HIBOR higher relatively
quickly, even if the impact proves temporary. However, the risk balance
is shifting: once seasonal liquidity demand builds, HKD spot could start to
firm modestly toward 7.80, as the carry-trade incentive diminishes and
funding conditions tighten at the margin.

DATA/EVENTS FX OUTLOOK
Overnight Actual Exp. Prior FX Close (NY) Open* Daily %A Forecast
(US) Housing Starts/Building Permits (Jan' 1487k/1376k 1341k/1410k 1404k/-- USDJPY 159.35 159.22 +0.25% 157.00 159.50
(US) Initial Jobless Claims 213k 215k 213k EURUSD 1.1512 1.1521 v0.48% 1.1500 1.1650
(JP) BSI Large All Industry QoQ (1Q) 4.4 - 4.9 GBPUSD 1.3343 1.3353 ¥0.51% 1.3250 1.3500
(IN) CPI YoY (Feb) 3.21% 3.14% 2.75% AUDUSD 0.7077 0.7078 v1.05% 0.7000 0.7150
(TH) Consumer Confidence Economic (Feb) -- 46.4 DXY 99.7 = +0.51% 98.0 100.0
Today Actual Exp. Prior USDCNY 6.8808 - +0.10% 6.8500 6.9500
(US) JOLTS Job Openings (Jan) 6750k 6542k USDCNH 6.8813 6.8798 +0.07% 6.8500 6.9500
(US) GDP Annualized QoQ (4Q S) 1.4% 1.4% USDHKD 7.8267 7.8268 +0.02% 7.7900 7.8500
(US) GDP Price Index (4Q S) 3.6% 3.6% USDSGD 1.2791 1.2785 +0.38% 1.2700 1.2850
(US) U. of Mich. Sentiment/Expectations (Mar P) 54.8/54.5 56.6/56.6 USDKRW 1488 1489 +0.00% 1465 - 1495
(US) U. of Mich. 1/5-10 Yr Inflation (Mar P) 3.7%/3.4% 3.4%/3.3% USDTWD 31.87 = +0.39% 31.70 32.50
(US) PCE/Core Price Index YoY 2.9%/3.1%  2.9%/3.0% CNFRCBAL 92.20 - +0.17% 91.50 93.00
(US) Personal Income/Spending 0.5%/0.3% 0.3%/0.4% USDIDR 16893 = +0.14% 16850 17100
(US) Durable Goods Orders/Nondef Ex Air 1.1%/0.5%  -1.4%/0.8% USDMYR 3.926 3.932 +0.19% 3.900 3.990
(EZ) Industrial Production WDA YoY (Jan) 1.3% 1.2% USDPHP 59.40 = +0.42% 58.00 60.00
USDTHB 31.84 32.15 +0.32% 31.5 - 32.1
USDVND 26275 26273 +0.09% 26100 26500

*Open is as at 8am HKT/SGT.



MARKET MOVES

Bond Yields 2Y Close 10Y Close 2Y A (bps) 10Y A (bps) Cross FX Close (NY) Open* Daily %A
UST (US) 3.744 4.263 9.0 3.1 EUR/JPY 183.44 183.43 v0.23%
JGB (JP) 1.257 2178 1.5 15 GBP/JPY 212.625 212.592 ¥0.26%
Bunds (GE) 2414 2.955 4.2 2.4 JPY/SGD (100yen) 0.8026 0.803 +0.12%
Gilts (UK) 4.088 4.773 8.6 8.7 JPY/HKD (100yen) 4.9115 4.9159 v0.23%
AGB (AU) 4.510 4.952 7.9 10.2 CNHIJPY 23.167 23.14 +0.21%
SGS (SG) 1.400 2.051 1.3 1.4 CNH/HKD 1.1376 1.1375 v0.08%
CGB (CN) 1.348 1.818 -0.3 -0.3 EUR/GBP 0.8627 0.86283 +0.03%
KGB (KR) 3.139 3.610 0.0 0.0 AUD/NZD 1.2087 1.2093 v0.06%
SDL (IN) 6.382 6.667 55.2 3.0 EUR/CNH 7.922 7.9262 V¥ 0.40%
GBP/CNH 9.1823 9.1863 v0.45%
CNY/HKD 1.1376 1.1375 v0.08%
EUR/HKD 9.0096 9.0173 v0.47%
G3 Equities Close Net Chg Daily %A SGD/HKD 6.119 6.1219 V0.36%
S&P500 (US) 6672.62 -103.18 V1.52% *Open is as at 8am HKT/SGT.
Nasdagq (US) 22311.98 -404.15 V1.78%
DJIA (US) 46677.85 -739.42 V1.56% Asia Equities Close Net Chg Daily %A
N225 (JP) 54452.96 -572.41 v 1.04% ASX (AU) 5519.52 -29.08 v0.52%
STOXX50 (EU) 5748.89 -45.79 v¥0.79% STI (SG) 4855.33 -8.48 v0.17%
SHCOMP (CN) 4129.103 -4.33 v0.10%
Commodity Close Net Chg Daily %A SZCOMP (CN) 2725.349 -18.67 v0.68%
COPPER (LME) 12,897.39 -42.71 v0.33% HSI (HK) 25716.76 -182.00 v0.70%
IRON ORE (CN) 106.67 5.66 +2.47% SENSEX (IN) 76034.42 -829.29 v1.08%
GOLD 5,079.21 -97.25 v 1.88% JSE (ID) 7362.117 -27.28 v0.37%
SILVER 83.84 0.02 +0.75% KLSE (MY) 1711.01 2.23 +0.13%
OIL (BRENT) 100.46 8.48 +9.22% PSE (PH) 6113.58 -44.75 v0.73%
OIL (WTI) 95.73 8.48 +9.72% SET (TH) 1429.8 22.46 +1.60%
NATURAL GAS 3.23 -1.90 v221% VNINDEX (VN) 1709.61 -0.01 v 1.08%
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MARKET COMMENTARY DISCLAIMER

THIS DOCUMENT IS NOT A RESEARCH REPORT AND IS NOT INTENDED AS SUCH.

Unless stated otherwise in the country specific distribution information below, this document has not been prepared in accord ance with legal requirements in any country or jurisdiction
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dis semination of investment research. It is intended for
informational purposes only and does not purport to make any investment recommendations.

This document has been prepared solely for the information of the intended recipients. Recipients in any jurisdiction should contact your usual Mizuho contact in relation to any matters arising
from, or in connection, with this document.

This document has been prepared by Mizuho Bank, Ltd., Singapore Branch (“MBSG”), a full bank, exempt capital markets services entity and exempt financial adviser regulated by the Monetary
Authority of Singapore (“MAS”), Mizuho Bank, Ltd., Hong Kong Branch (“MBHK”), a licensed bank regulated by the Hong Kong Monetary Authority, with business address at 12/F, K11 Atelier, 18
Salisbury Road, Tsim Sha Tsui, Kowloon, Hong Kong, Mizuho Bank, Ltd., Sydney Branch, an authorised deposit-taking institution regulated by the Australian Prudential Regulation Authority and
holder of an Australian financial services licence (“MBAU”), Mizuho Securities Asia Limited (“MHSA”), licensed and regulated by the Hong Kong Securities and Futures Commission and/or
Mizuho Securities (Singapore) Pte. Ltd. (“MHSS”), a holder of a capital markets services licence and an exempt financial adviser regulated by the MAS, as the case may be.

This does not constitute investment or personal advice.

This document has been prepared solely for the purpose of supplying general market information and/or commentary for general information purposes to clients of MBSG, MBHK, MBAU,
MHSA, MHSS and their affiliates (collectively, “Mizuho”) to whom it is distributed, and does not take into account the specific investment objectives, financial situation or particular needs of any
client or class of clients and it is not prepared for any client or class of clients.

This is not an offer or solicitation.

This document is not and should not be construed as an offer to buy or sell or solicitation to enter into any transaction or adopt any hedging, trading or investment strategy, in relation to any
securities or other financial instruments.

Mizuho shall have no liability for contents.

This document has been prepared solely from publicly available information. Information contained herein and the data underlying it have been obtained from, or based upon, sources believed
by Mizuho to be reliable, but no assurance can be given that the information, data or any computations based thereon are accu rate or complete and Mizuho has not independently verified such
information and data. Mizuho is not obliged to update any of the information and data contained in this document.

Mizuho makes no representation or warranty of any kind, express, implied or statutory, regarding, but not limited to, the acc uracy of this document or the completeness of any information
contained or referred to in this document. Mizuho accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental or consequential loss
or damage) arising from or in connection with any person’s use or reliance of this document or the information contained in t his document.

Information contained herein is no indication of future performance.

Some of the statements contained in this document may be considered forward-looking statements which provide current expectations or forecasts of futures events. Any opinions,
projections, forecasts and estimates expressed in the document are solely those of Mizuho based on factors it considers relevant as at the date of the document and are subject to change
without notice. Past performance is not indicative of future performance. Consequently, no expressed or implied warranty can be made regarding the projections and forecasts of future
performance stated therein.

This material is confidential.

This document is intended for the exclusive use by the recipients, and is provided with the express understanding that the information contained herein will be regarded and treated as strictly
confidential. All recipients may not reproduce or use this document in whole or in part, for any other purpose, nor disclose, furnish nor distribute this document to any other persons without
the prior written permission of Mizuho. Any such reproduction, use, delivery or distribution in form or to any jurisdiction m ay be effected only in accordance with all applicable laws and
regulations in the relevant jurisdiction(s).

Disclosure regarding potential conflicts of interest.

Mizuho, its connected companies, employees or clients may at any time, to the extent permitted by applicable law and/or regul ation, take the other side of any order by you, enter into
transactions contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any securities mentioned herein or derivative
transactions relating thereto or perform or seek financial or advisory services for the issuers of those securities or financial instruments referred therein. Accordingly, Mizuho, its connected
companies or employees may have a conflict of interest that could affect the objectivity of this document. This document has been prepared by employees who may interact with Mizuho’s
trading desks, sales and other related personnel when forming the views and contents contained within.

Financial instruments may not be for sale to all categories of investors.

There are risks associated with the financial instruments and transactions referred to in this document. Investors should not rely on any contents of this document in making any investment
decisions and should consult their own financial, legal, accounting and tax advisors about the risks, the appropriate tools t o analyse an investment and the suitability of an investment in their
particular circumstances. Mizuho is not responsible for assessing the suitability of any investment. Investment decisions and the responsibility for any investments are the sole responsibility of
the investor. Neither Mizuho nor of its directors, employees or agents accepts any liability whatsoever with respect to the use of this document or its contents.

WARNING: THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY. YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO SUCH CONTENTS.
THIS DOCUMENT IS NOT INTENDED TO CONSTITUTE ANY INVESTMENT, LEGAL, FINANCIAL, BUSINESS, ACCOUNTING, TAXATION OR OTHER ADVICE. IF YOU ARE IN ANY DOUBT AS TO THE
ACTION YOU SHOULD TAKE, YOU SHOULD SEEK PROFESSIONAL ADVICE FROM YOUR RELEVANT ADVISERS ABOUT YOUR PARTICULAR CIRCUMSTANCES. YOU ARE RESPONSIBLE FOR YOUR
OWN INVESTMENT CHOICES.

This document is not directed to, or intended for distribution to or use by, any person who is a citizen or resident of, or e ntity located in, any locality, territory, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons or entities into whose possession this document comes should inform
themselves about and observe such restrictions.

COUNTRY SPECIFIC DISTRIBUTION INFORMATION
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