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Iran & AXJ: Optimism, Not Absolution

In a Nutshell:

» AXJ relief from with regards to (a resolution of) US/Israel-lran war risks being premature given
persistent uncertainty amid fluid tail risks.

»  Crucially, (these premature) optimistic bets on a US-Iran deal will need to be checked.

» Factis, lagged and lingering energy (and wider cost) shocks pose a more prolonged and non-linear risk for

Asian economies/AXJ.

» Especially given Asia’s disproportionate dependencies on energy and other critical goods from the Straits
of Hormuz.

» In any case, unpredictable Middle East crisis dynamics fraught by mis-aligned interests /incentives
(of multiple actors) warn of a prolonged pain and bumpy path to a resolution.

» Accordingly, AXJ recovery are liable to be may remain highly uneven and mostly incomplete.

»  Especially as double whammy of cost-shocks, and demand destruction are exacerbated by interim policy
dilemmas and pipeline binary risks.

» Upshot: Even if a deal is struck, Asiaremains exposed to lingering/lagged war-induced shocks, with AXJ

risks accentuated by central bank dilemma and mounting fiscal pressures.
»  AXJ: And recovery from negative industrial multiplier effects ( KRW, TWD, THB etc.) may be better-placed
than for “stickier” fiscal-dependency (e.g. PHP, INR. AUD) most solidly poised so long as Al shake-down

is averted.
“Presume nothing.” - Sherlock Holmes, The Hound of Baskervilles

e Premature, Partial & Uneven Relief ...: AXJ relief from with regards to (a resolution of) US/Israel-Iran

war risks being premature (unrelenting uncertainties), partial (as aspects of supply shocks linger) and
highly uneven (given differentiated vulnerabilities/sensitivities).

e ... as Uncertainty Persists: Notably, as elevated, multi-dimensional geo-political uncertainties persist as

highly fluid volatile truce negotiations interact with evolving policy/diplomatic responses elsewhere.

e Optimism, Not Absolution: Crucially, optimism about a pathway to truce/ceasefire, should not be mistaken

for an absolution from pipeline economic pain inevitably inflicted via lagged and lingering energy (and

wider cost) shocks.

e Justifiable Off-Ramp Hopes: Arguably, emerging optimism about US-Iran truce is justifiable. Especially

given convincing evidence of mutual (US and Iranian) desire for an off-ramp.

e Subject to Fraught Negotiations: Nonetheless, such nascent optimism is inevitably subject to wild mood

swings between hopes of an enduring compromise and fears of a breakdown in talks.
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Hijacking Hope: In the worst-case scenario, a path to peace is hijacked by an unwillingness to compromise
amid misaligned (US-Israel) war objectives exploits the inability to compromise due to geo-political
miscalculations.

Unfettered Passage ...: Above all, the specific trigger for markets to durably re-price risks hinges on an

unfettered re-opening of the Straits of Hormuz (SoH) and the attendant passage of energy and critical
goods.

... Not Merely (Interim) Peace: Not simply an interim peace/truce. Especially one that falls short of

restoring the flow of energy/goods, leaving uncertainty intact.

Alleviation of Supply Shocks: Point being, enduring relief may only be derived from, and is highly

dependent on, the alleviation of tyrannical supply shocks/disruptions.

Acute AXJ-Asia Pain: Notably, AxJ is acutely vulnerable to non-linear shocks and underperformance

on SoH supply disruptions. as Asia (outside of the Middle East) bears the brunt of the economic pain from
the war’s collateral damage.

On Disproportionate Dependence: Specifically, from disproportionate dependence on adversely affected

flow of energy fertilizer (feeding into food) and other critical industrial inputs exacerbated by industrial
multipliers.

Shocks that Conflict, But Don’t Cancel (Out): Moreover, economic pain is arguably amplified as the

coincidence of conflicting inflation shocks and demand destruction threats do not harmlessly cancel
out.

Posing a Double Whammy: Instead, the simultaneous impact from war-induced price surge and curtailed

passage/access (of goods) ends up posing a tyrannical a double whammy of
1. cost shocks (squeezing margins, inflaming inflation, thereby sharply driving down real returns), and;
2. activity inevitably arrested by the choked supply chains that force scale-backs or worse, shutdowns.

Compounded by Policy Dilemma: Worse, despite the economic double-whammy, policymakers will initially

be forced to grapple with accentuated and mounting interim policy dilemma that stymies scope for timely
policy buffer.
Binary Risks: What's more, interim tensions between inflation or demand destruction are set to be

displaced by amplified binary risks down the line. Clarity on which remains shrouded in the fog of war.

Too Little, Too Late: And so, the Iran/SoH crisis sets the stage for too little too late policy risks —whether
inflation or demand shocks eventually overwhelm — threatening to compound and prolong resultant
economic pain that is inadvertently inflicted.

Welcome Relief (from Dire Straits): To be sure, any relief from the dire Straits of Hormuz supply shocks

will be desperately welcome by Asian economies, are likely to be reflected in (measured) AxJ recovery
from earlier sell-off.

But Lagged & Incomplete Recovery: But beware of lagged and incomplete economic recovery regardless

of the deal/truce reached.

Elusive (Full) Reversion: Consequently, even as oil/energy prices ease, a full, front-loaded reversion

(recovery) of AXJ may be impeded for most, and elusive for some on account of:
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Hysteresis: Aspects of demand destruction during the price/delivery shocks that are not fully

a.
recovered.

b. “Stickiness”: Lingering shortfall from impacted access as supply restoration/logistics takes time
alongside tendencies for strategically (over-)replenishing stockpiles.

c. Lags from Long Pipelines: Lagged price shocks given the transmission from upstream (e.g. energy,

urea, helium) to downstream production (food, petrochemicals, Al/tech) with feedback to demand.
d. Policy Pain: Protracted drag from earlier policy tightening that compounds pain as it depresses

depressing income/demand.

Asymmetric Pain Relief: What's more, pain relief could prove highly asymmetric across Asia/AXJ given

variations in;

i. pre-existing primary (SoH) dependencies,;
il secondary/downstream reliance (via elsewhere in Asia) that could remain compromised even after
a truce;

iii. wider industrial exposures/offsets and;

further deterioration from pre-existing fiscal vulnerabilities.
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Negative Industrial Multipliers Better Paced ...: AXJ hobbled by negative industrial multipliers*. from surging

o
prices/compromised are arguably better placed to rebound on relief from supply disruptions.

e ... Than Stickier Fiscal-Dependency Vulnerabilities: Compared to AXJ with greater domestic energy import
dependencies, accentuating fiscal vulnerabilities** are liable to lingering currency drag from stickier fiscal-
monetary-FX dynamics.

o Starker AXJ Differentiation: This is consistent with KRW, TWD and to a lesser extent THB poised for stronger

rebound. Whereas some remnant weakness could linger to a greater in PHP, INR and even IDR.
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e Accentuated by Al: As war-induced supply shocks dissipate, the Al boost — underpinned by exceptional Al capex

buildout — remaining intact ought to amplify any rebound in KRW and TWD. Some, spill-over MYR boost — via
downstream semiconductor channels — could also come through.

e AUD Out-performance: While not obvious at first glance, AUD is arguably set to be a standout performer (since the

US/Israel-Iran war). Especially if Al bulls, unfettered by supply shocks, lean into commodity boost and RBA

hawks — as we have recently reiterated”.

* Rising energy (and wider) input costs, impeded production and dampened demand hurting exports and top line.
** Fiscal deterioration on subsidy burdens (to offset the war-induced energy-/wider-supply shocks) could linger ass a currency drag
via “twin deficit”, credit ratings and growth “crowd out” channels.

A See the full publication here by Al [Mizuho Chart Speak: 22 April 2026: AUD & Iran Risks: Turbulent, Not Terminal, Bullish Path]

FX Forecast
Q126 0226 Q326 Q426 Q127 Q227
USDICNH 6.84-6.994 6.68-6.92 6.57.6.91 6.456.90 6.40-6.90 6.38-6.89
6.89 6.80 6.75 6.65 6.65 6.62
USDHKD 7.7843-7.8415 1.77-784 7.767.83 1.75-7.82 1.76-783 1.76-7.83
784 781 780 118 780 7.80
USDINR §9.7-952 925975 916962 915-945 905-945 894.939
95 955 935 938 928 933
USDKRW 1419-1520 1360-1580 1360-1520 1350-1530 1340-1520 1340-1510
1519 1520 1490 1470 1450 1440
USDISGD 1.258-1.294 1251-1.305 12491298 1.245-1.295 1.242-1.295 12421295
1.287 1.268 1264 1258 1.261 1262
USDITWD 312-322 288331 288328 287-326 201325 291-325
320 321 319 314 N3 313
USDIDR 1669017015 | 16950-17600 | 17000-17600 | 17000-17450 | 16900-17250 | 16800-17200
16995 17300 17200 17200 17150 17100
USDMIR 388-408 387406 3824 379-396 38-392 378-39%
405 393 390 386 388 384
USDPPHP 5746083 598623 507619 595613 58.9-60.8 58.8-60.6
60.7 615 61.0 606 60.3 509
USDITHB 30.8-33.06 309341 305338 306-335 302-335 302-335
330 331 325 321 39 318
USDIVAD 25870-26363 | 25300-27200 | 25300-27200 | 25500-27000 | 25500-27000 | 25500-27000
26340 26750 26550 26550 26600 26550
AUDIUSD 066307187 | 06810735 0.686-0.738 0.68-0.745 0685-0.748 0.705-0.76
0.690 0.715 0720 0.736 0.730 0745
Note: For FX forecasts, level in parentheses pertains to period end forecasts: and the period's range precedes this
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FX Shifts (% Chg since start of Ukraine War, 24 Feb 2022): In 2022, Asian Currencies

Sharply Under-performed on Oil's Spike from Russia-Ukraine War.
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Asia is Most Dependent on 0il and LNG from Middle East

Share of crude and LNG transport by destination Oil Stockpile
W asia Europe Rest of the world Country Measures (in days)
1. Instructed oil storage bases to make preparations for
0Oil transiting Hormuz
S e g
2. Considering cap on gasoline price
LNG from Qatar and UAE Japan 3. Taking steps to expand crude oil procurement sources 254
1. Working to introduce cap on fuel price this week
2. Considering expanding fuel tax cuts
60% Korea 3. May consider fuel export controls if situation prolongs 208
1. Weekly cap on domestic fuel price increase to 5%.
W Eneray 2. Potential freezing of electricity tariffs
S, including crude Taiwan 3. Increase purchase of non-Middle Eastern Oil 146
1. Suspended oil exports
. Estimated Oil Stockpiles in Days 2. Oil traders’ mandated increase stockholdings from 1 to
Indonesia juem 23 3%
Australia — 3 Thailand 3. Diesel price freeze for 15 days. 60
India T— 50 1. Proposed to suspend excise tax on oil imports
Vietnam T— 56 2. Philippines companies in talks to source oil and lock in
Philippines 1 57 Philippines orders from the Americas, Australia and Africa. 57
Thailand — co 1. Tariff cut for disel, fuel oil, jet fuel and kerosense from 7%
China 1 115 t0 0%, unleaded motro gasoline and blending parts from
Taiwan | 146 Vietnam 10%t0 0% 5
Korea | 208 India Importing oil from Russia 50
Japan 1 254 Australia Monitoring of Price Gouging 36
- T ) Indonesia Warned of possible increase in subsidised fuel price 23
0 100 200 300 Hold subsidised price of RON95 petrol at RM1.99 till May
Sources: Media, Official Government Speeches, Mizuho. Notes: Tamwan Malaysia 2026. Data not available

data dated in 2022 but is above 90 days as of regulatory requirement.

Vietnam estimated using full capacity.

Central Bank Policy Rate Outlook

using full capacity

*Taiwan data dated in 2022 but is above 90 days as of regulatory requirement. Vietnam estimated

Country Q3 25 Q4 25 Q126 Q2 26 Q3 26 Q4 26 Q127
China 1.40% 1.40% 1.40% 1.30% 1.20% 1.20% 1.20%
India 5.50% 5.25% 5.25% 5.25% 5.50% 5.50% 5.50%
Korea 2.50% 2.50% 2.50% 2.75% 3.00% 3.00% 3.00%
M: Hold M: Hold M: Hold M: Hold F’;‘;gﬁ;’;i‘;’g M: Hold M: Hold

Singapore S:1.0% S:1.0% S: 1.0% S:1.5% S:1.5% S:1.5% S:1.5%
W: Hold W: Hold W: Hold W: Hold W: Hold W: Hold W: Hold

Taiwan 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Indonesia 4.75% 4.75% 4.75% 4.75% 4.75% 4.75% 4.75%
Malaysia 2.75% 2.75% 2.75% 2.75% 2.75% 2.75% 2.75%
Philippines 5.00% 4.50% 4.25% 4.75% 4.75% 4.75% 4.75%
Thailand 1.50% 1.25% 1.00% 1.00% 1.00% 1.00% 1.00%
Vietnam 4.50% 4.50% 4.50% 4.50% 4.50% 4.50% 4.50%
Australia 3.60% 3.60% 4.10% 4.35% 4.60% 4.60% 4.60%

*The MAS conducts monetary policy via FX. Specifically, it adopts a trade-weighted SGD appreciation at "modest and gradual” pace (estimated at 2% per annum

as default

S: Slope (expressed as per annum % appreciation), M: Mid Point,

W: Width of SSNEER
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GDP Forecast (% YoY)

Q225 Q325 Q425 Q126 Q226 Q326 Q426 2024 2025 2026
China 5.2 4.8 4.5 5.0 4.6 4.4 4.5 5.0 5.0 4.6
Hong Kong 3.2 37 3.8 2.7 3.4 3.4 2.6 2.6 35 3.0
India 6.7 8.4 7.8 6.7 59 6.1 6.2 6.7 7.1 6.2
Korea 0.6 1.8 1.6 3.6 2.8 2.0 1.9 2.0 1.1 2.6
Singapore 4.6 4.6 5.7 46 54 3.2 1.6 4.4 4.8 3.7
Taiwan LT 8.4 12.7 12.1 9.7 7.8 2.5 53 8.7 7.8
Indonesia 5.1 50 54 5.0 46 4.4 46 50 5.1 46
Malaysia 4.4 54 6.3 9:3 51 4.7 4.3 54 5.2 4.9
Philippines 55 3.9 3.0 30 3.2 4.4 54 57 4.4 4.2
Thailand 2.8 2.0 25 25 2.6 3.6 2.0 2.5 24 250
Vietnam 8.0 8.2 8.5 7.8 7.4 7.6 7.7 1.1 8.1 7:5
Australia 1.8 21 2.6 2.5 2 1.9 1.4 1.1 1.8 1.9
Inflation (% YoY)

Q225 Q325 Q425 Q126 Q226 Q326 Q426 2024 2025 2026
China 0.0 -0.2 0.6 0.8 1.0 5 0.9 0.2 0.1 1.0
Hong Kong 1.8 1.1 1:3 17 21 2.0 2.0 1.8 1.4 2.0
India 29 17 0.6 34 4.3 4.9 5.9 4.9 2.2 45
Korea 23 20 24 231 29 2.7 23 23 22 25
Singapore 0.8 0.6 1.2 1.7 2.6 2.5 2.4 24 0.9 2.3
Taiwan 1l 1i5 1.3 1.2 2.8 231 24 22 117/ 2.3
Indonesia 1.8 24 2.8 3.9 3.3 3.l 3.8 3.7 1.9 Sl
Malaysia 1:3 1.3 1.4 1.6 1.7 1.8 22 1.8 1.4 1.8
Philippines 1.4 1.4 g 2.8 5.6 6.6 6.8 3:2 574 5:5
Thailand -0.4 -0.7 -0.5 -0.5 0.5 0.7 0.8 0.4 0.1 0.4
Vietnam 33 53 3.4 3.4 4.4 4.2 3.9 3.6 3.3 4.0
Australia 21 3.2 3.6 3.9 4.6 3.8 3.7 3:2 2.8 3.8
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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 accordance 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 dissemination 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 accurate 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 accuracy 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 this 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 may 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 regulation, 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 to 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 entity 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

Australia: This document is intended only for persons who are sophisticated or professional investors for the purposes of section 708 of the Corporation Act 2001 (Cth) of Australia

(“Corporations Act”), or “wholesale clients” for the purpose of section 761G of the Corporations Act. It is not intended for and should not be passed on, directly or indirectly, to other
classes of persons/investors in Australia. In Australia, Mizuho Bank, Ltd. Sydney Branch (“MBSQ”) is an authorised deposit-taking institution regulated by the Australian Prudential
Regulation Authority in accordance with the Banking Act 1959 (Cth), and holds an Australian financial services licence number 231240 (AFSL). Mizuho Securities Asia Limited (ABRN
603425912) and Mizuho Securities (Singapore) Pte. Ltd. (ARBN 132105545) are registered foreign companies in Australia and are each exempt from the requirement to hold an AFSL
under the ASIC Corporations (Repeal and Transitional) Instrument 2023/588. MHSA is licensed by the Hong Kong Securities and Futures Commission under Hong Kong laws and MHSS is
licensed by the Monetary Authority of Singapore under Singapore laws, which laws differ from Australian laws respectively.

Costa Rica: Nothing in this document constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual
circumstances or otherwise constitutes a personal recommendation. This document is published solely for information purposes, it does not constitute an advertisement and is not to be
construed as a solicitation or an offer to buy or sell any securities or related financial instruments. In accordance with local laws, it does not constitute a public offering of securities under
Regulations for Public Offering of Securities (National Counsel of Financial System Supervision, article 11 of Session Act 571-2006), and therefore cannot be understood and interpreted as
an implicit or explicit offering that intends to place, issue, negotiate or trade securities transmitted by any means to the public or to certain groups. This document will not be disclosed to
groups of more than 50 investors.
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