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The Bottom Line wraps up the week, highlighting

key events and data releases for the upcoming one.

The economic fallouts of the Iran war

6 March 2026

Rising tensions in the Middle East are prompting us to reassess our outlook.
Looking ahead to next week’s data releases, attention in the US will focus on
the CPI and PCE reports. However, it may take a few more weeks before we
can determine whether geopolitical risks are beginning to feed into inflation
dynamics.

TOP STORIES OF THE UPCOMING WEEK

1 US CPI inflation likely still elevated

We expect both headline and core CPI rose 0.3% mom in February. In year-on-year terms, headline inflation
would likely remain at 2.4%, while core inflation would tick up to 2.6% from 2.5%. On the one hand, there
are signs that pipeline price pressures for core goods and non-housing services inflation are rising. The
producer price index rose strongly for a second consecutive month in January, driven by core goods prices and
gross margins. The ISM manufacturing prices paid index also jumped in February, hitting its highest level
since July 2022. On the other hand, housing inflation is benign, with market rents data sudggesting it is likely
to remain that way for at least the coming months, and housing accounts for more than 40% of the core CPI
basket (compared to less than 20% in the core PCE basket). Higher global energy prices and possible supply-
chain disruption from tensions in the Middle East should push up inflation modestly in the near future.

2 US January PCE report likely to show temporary softness in spending

The US personal income and outlays report for January is likely to show personal spending rose a softish 0.3%
mom in nominal terms, or flat in real terms, at the start of the year. Unit car sales fell sharply in January,
likely impacted by bad weather, before rebounding in February. Personal income growth probably picked up
to 0.4% mom or higher amid an improved labour market. The core PCE deflator (the Fed’s preferred measure
of inflation) likely rose another 0.3% mom and 3.0% yoy, 1pp higher than where the Fed would like it to be.
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3 Focus on Hormuz

The developing implications of the Iran war for global oil and gas prices will be at the forefront of investors’
attention in the coming weeks. Iran has de facto closed the Strait of Hormuz and has been targeting energy
infrastructure with drone attacks in Gulf countries. Iran’s strategy appears to be to cause as much chaos in
world energy markets as possible in order to force the US administration to cease military operations. For
now, we are expecting a relatively quick end to the hostilities, which would allow energy prices to return closer
to the levels before the military conflict started, by the end of 2026. We expect the benchmark TTF natural
gas price to average EUR 40/MWh in 2026 (up from EUR 30-35/MWh previously) and Brent to average USD
73/bbl (up from USD 65/bbl).

VIEW UPDATE

Yesterday, we revised our macroeconomic forecasts for the US and the eurozone in response to the escalation of
geopolitical tensions in the Middle East. Our new baseline scenario envisages that military operations adainst Iran
will last for a few weeks, after which tensions and energy disruption should ease. Oil and natural das prices should
gradually decline from their recent highs. The effects of the energy-price shock already in train are larder for the
eurozone than the US, particularly when it comes to inflation — our 2026 eurozone inflation forecast rises from just
below 2% to about 2.5% — while the impact on GDP growth should be moderate. Our macro forecasts for the US
remain largely unchanged. In this environment, the Fed would likely be even more inclined to keep rates on hold
until the end of Fed Chair Jerome Powell’s term, and we continue to expect just one rate cut this year. In the eurozone,
the ECB will probably look through the energy-price shock, given that inflation expectations are likely to remain in
check. We confirm our view that the ECB’s next move will be a hike in late 2027, while for this year the balance of
risks has shifted from additional easing to a possible rate hike. For more details, see our Short View — Macro outlook
revisions after Iran war shock.

QUOTE OF THE WEEK*

“We are not going to be complicit in
something that is bad for the world.”

Pedro Sanchez, Spain’s Prime Minister
*Not an endorsement

WHAT WE ARE READING AND LISTENING TO

Trump’s Way of War »

In this article in Foreign Affairs, Richard Fontaine argues that Donald Trump has
effectively abandoned the traditional US doctrine of using force only as a last
resort, favouring limited but repeated military strikes.

Kashkari Says Fed Can Sit Tight as War Clouds the Outlook »

In this Wall Street Journal article, Minneapolis Fed president Neel Kashkari said
it is currently too early to determine how the Middle East conflict will affect US
inflation, highlighting continued uncertainty for monetary policy amid rising
energy prices.

Why The Iran War Could Reignite Inflation »

In this episode of the Prof G Markets podcast, the hosts break down how the Iran
conflict is moving financial markets and discuss the risk that rising energy prices
and geopolitical uncertainty could reignite inflationary pressures globally.
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DATA AND EVENTS CALENDAR

Date Country Data Period UniCredit Consensus Previous
11 Mar US Consumer price index, CPI (% mom)  Feb 0.3 - 0.2
11 Mar US Core CPI (% mom) Feb 0.3 - 0.3
11 Mar US Core CPI (% yay) Feb 2.6 - 2.5
11 Mar US Consumer price index, CPI (% yoy) Feb 2.4 - 24
13 Mar US Personal income (% mom) Jan 0.4 - 0.3
13 Mar US Personal expenditures (% mom) Jan 0.3 - 0.1
13 Mar US PCE core inflation (% mom) Jan 0.3 - 0.4
13 Mar US PCE core inflation (% yoy) Jan 3.0 - 3.0

Source: Refinitiv, The Investment Institute by UniCredit
Note: A detailed calendar is available here: Calendar.

FORECAST TABLES
» Economics
> Fl

> F

> Risky Assets

IN CASE YOU MISSED IT THIS WEEK
Date Title Author
6 Mar Market Spotlight Roberto Mialich

> lIran crisis to help Beijing slow CNY rise

6 Mar Coffee Break Andreas Rees

»  Supply-chain risks: Hormuz closed, Cape crowded?

5 Mar Short View Marco Valli, Daniel

»  Macro outlook revisions after Iran war shock Vernazza

5 Mar Short View Thomas Strobel

» Iran conflict: ripple effects on copper and aluminium

5 Mar Coffee Break Christian Stocker

®»  Energy-intensive industries are the main casualties of the Iran war

4 Mar Short View Luca Cazzulani, Francesco
> lran war: is it too late to buy inflation protection? Maria Di Bella

4 Mar Coffee Break Tobias Keller
» De facto closure of Hormuz tests EM market resilience

3 Mar Coffee Break Jonathan Schroer

» Iran war: the fear premium dives up European gas prices
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Date Title Author
2 Mar Primary Market Focus Francesco Maria Di Bella

»  Weekly Supply Preview — Italy offers new 6Y BTP Valore

2 Mar Coffee Break Edoardo Campanella
> Why USD 80/bbl remains a ceiling for oil prices
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary.

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest.
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to chande at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changdes in exchangde rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can underdo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to changde in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this

document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —

including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not

allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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