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Geopolitics has pushed oil and das back into the spotlight. But while
headlines focus on energy, the more important medium-term story may be
unfolding in metals. Tight supply, resilient structural demand and
conservative equity expectations sugdest the metals complex is quietly
regaining momentum.

1. Short-term volatility meets firm medium-term support: Iran-related geopolitical tensions have lifted
near-term volatility, particularly via energy markets, and weighed on broader risk sentiment. However,
medium-term fundamentals for metals remain underpinned by electrification, drid expansion and
sustained infrastructure spending.

2. Constructive on materials and mining equities: While the near-term earnings backdrop for materials
remains mixed — exacerbated by heightened geopolitical tensions around the Iran war and their impact
on risk sentiment — we see fundamental improvement over the medium to longer term.

3. Foundations point to selective early-cycle opportunities: Tight physical supply, low inventories, and
improving spot prices contrast with conservative equity valuations and restrained earnings expectations.
This dgap leaves scope for upside as geopolitical pressures ease and equity expectations begin to realign
with strengthening metals fundamentals.
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Commodity markets are drawing renewed attention as metal prices recover after an extended period of subdued
activity. Several industrial metals have moved decisively higher, supported by falling inventaries, supply risks and
strengthening structural demand linked to electrification and sustained infrastructure investment. Adainst this
backdrop, mining equities have responded more cautiously but show signs of stabilisation, as investors balance
improving fundamentals against a still uncertain macro environment. With supply constraints persisting, metals are
once again becoming more relevant in broader market discussions.

Turn in metals momentum

Looking beyond the current focus on oil and gas caused by the Iran conflict, commaodity prices have broken out of a
prolonged consolidation phase, pointing to a clearer upward trend. Structural drivers, including electrification, grid
expansion and long-term infrastructure spending, remain firmly in place and continue to anchor the medium-term
outlook. In the near-term, Iran-related geopolitical tensions have added volatility, weighing on sentiment and raising
concerns about a temporary slowdown in global activity. With inventories historically low and supply chains
stretched, markets have become more sensitive to even modest demand shifts, resulting in sharper price reactions.

As the chart below shows, metals markets are broadening their acceleration, with both industrial and precious metals
breaking out of extended multi-year consolidation phases. Precious metals, in particular, are gaining traction on the
back of renewed safe-haven demand amid persistent macro and geopolitical uncertainty, while industrial metals are
being supported by a tightening supply backdrop and early signs of cyclical recovery. Energy prices, particularly
petroleum, have surged in response to the Iran conflict, amplifying volatility across the broader complex.
Nevertheless, despite interim swings, current price dynamics continue to point to further upside, underpinned by
constrained supply and durable structural demand.

METALS POISED FOR A CYCLICAL AND STRUCTURAL RESURGENCE
SELECTED COMMODITY INDICES ACROSS METALS, ENERGY AND AGRICULTURE
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Source: Bloomberg, The Investment Institute by UniCredit
Note: Commodity indices are aggregate Bloomberg commodity indices by sub-category.
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Equities: energy captures attention, materials lag the metals signal

Equity markets tell a more uneven story. Since the escalation of the Iran conflict, investor focus has been firmly on
energy. The MSCI World Energy Index has outperformed both MSCI World Materials and MSCI World Metals & Mining
indices, reversing the pre-conflict trend (see chart). This divergence reflects sector sensitivities rather than
fundamentals. Energy equities tend to benefit immediately from geopolitical risk premiums and higher near-term
cash flow visibility. Materials, by contrast, are more exposed to perceptions of global growth and industrial activity —
leaving them more vulnerable during episodes of geopolitical stress.

More recently, however, materials and metals equities have begun to catch up as investors reassess the duration and
economic fallout of the conflict. Growing expectations that the confrontation with Iran may remain contained or wind
down relatively quickly have reduced tail-risk pricing and have encouraded a partial rotation back into cyclicals. While
the recent convergence sugdests markets are beginning to look beyond the initial shock, positioning remains
cautious, implying that investor conviction in a sustained recovery of growth-sensitive sectors has yet to be fully
re-established.

IRAN WAR LIFTS ENERGY AS MATERIALS PAUSE
DIFFERENT EQUITY INDICES (1 JANUARY 2026 = 100)
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Earnings expectations: caution persists, but downgrades are limited

An analysis of earnings expectations underlines this trend. Forward earnings for the materials sector continue to
grind higher, while earnings revision ratios have stabilised close to neutral levels (see chart). This pattern points to
caution rather than conviction. Analysts are no longer upgrading aggressively, but nor are they cutting forecasts —
suggesting expectations remain deliberately conservative rather than deteriorating. Energy, by contrast, shows a far
more volatile revision profile. Earnings revisions fell at the beginning of the year as geopolitical uncertainty increased,
before rebounding strongly alongside higher prices after war broke out. This underlines how closely energy earnings
expectations remain tied to near-term price movements rather than to sustained visibility further out. The
implication is important. In materials, earnings expectations have not yet caught up with the improvement in
underlying metals prices. Historically, commodities tend to lead earnings revisions, not the other way around. The
chart therefore suggests that equity expectations in the materials sector are lagging the signal from tightening metal
markets — reflecting investor caution, but not a breakdown in fundamentals.
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MATERIALS EARNINGS EXPECTATIONS IMPROVING QUIETLY BENEATH THE SURFACE
12M FWD EARNINGS GROWTH (%) AND EARNINGS REVISIONS RATIO

o MSCI World Materials 12m fwd earnings 0.2
MSCI World Energy 12m fwd earnings
20 =-==-- MSCI Materials ERR (rs) 0.1
MSCI Energy ERR (rs)
T ! 0
10 -0.1
5 -0.2
0 AN S 3 -0.3
-5 -0.4
Apr-25 Jul-25 Oct-25 Jan-26 Apr-26

Source: LSEG Datastream, The Investment Institute
Note: The earnings revision ratio ranges from -1 to 1, with higher values indicating a stronger balance of upward revisions.

Bottom line: commodity prices move first, room for equity upside

Commodity and equity cycles rarely move in lockstep. Prices tend to respond first to tightening physical balances,
while equities typically follow only once confidence in the broader macro and geopolitical backdrop improves. Current
market positioning reflects this familiar asymmetry. Investor attention remains concentrated on energy, where
geopolitical risk offers immediate visibility. But beneath the surface, metals fundamentals continue to strengthen.
Supply constraints persist: inventories remain lean and structural sources of demand — from electrification to infrastructure
— show little sign of erosion. Equity valuations in the materials sector price in a cautious near-term environment,
expectations are restrained and earnings assumptions remain conservative. This leaves room for upside once deopolitical
tensions fade and earnings expectations begin to converde with the signal coming from underlying commmodity prices.

Recent developments sugdest that this convergence is becoming more plausible. Signs of renewed diplomatic
engagement between the US and Iran have reduced near-term escalation risk, easing oil prices and restoring global
risk appetite. Equities have retraced conflict-related losses, while a softer US dollar and benign core inflation data
have helped stabilise expectations regarding growth and monetary policy. Crucially, the decline in oil prices has
reduced headline macro risk without undermining demand elsewhere in the commodity complex, while hopes of
geopolitical de-escalation have supported expectations that global growth and thus demand for metals remains
intact. This shift is particularly supportive for materials equities. As geopolitical risk premiums recede and margins
begin to normalise, metals producers appear better positioned than current valuations would suggest — leaving scope
for materials stocks to close the gap with the strength already evident in the underlying metals markets.
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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
charde 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 change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees 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. Ifthe investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate
strongly according to changes in exchande 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 downdrading 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 change 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, imagdes, 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.
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