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Drivers behind the strong rebound in stock markets
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Over the past few days, many investors have been asking why equity markets
have rebounded so strongly, with indices trading at or near all-time highs.
This is despite no sustainable solution to the energy crisis or reopening of the
Strait of Hormuz being in sight. In this Short View, we provide an overview of
the factors that we think are supporting a constructive equity market
environment. In fact, we expect stock markets to continue to mark new highs
in the coming months on the back of continued earnings growth.

1. The macroeconomic environment continues to support equities. Asset allocators still favour equities as
recent major shocks were absorbed quickly, reinforcing confidence that the Hormuz shock will also be
overcome. At the same time, government bonds — the main alternative — are increasingly seen as risky due
to inflation sensitivity and rising fiscal concerns, especially in a geopolitically uncertain environment.

2. Positioning, oil pricing, and sector mix have reinforced the rebound, particularly in the US. Short
covering and limited initial de-risking supported markets, alongside oil pricing that implies a manageable
macro shock. US equity performance has been driven primarily by technology — especially semiconductors and
Al-related demand — and supported by strong earnings growth in enerdy, industrials, and materials, despite
weaker recent macro data.

3. However, several headwinds should not be overlooked. Geopolitical risks remain elevated, keeping a risk
premium embedded in oil prices as logistics normalise only gradually. Higher energy costs are likely to weigh
on consumers in the coming quarters. At the same time, US consumption — nearly 70% of GDP — might
potentially face pressure from higher inflation, subdued job growth, limited wealth effects and lower
household savings.
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The recent equity market rebound has been exceptionally sharp (all major stock market regions have more than
recouped the decline and are firmly positive year-to-date), yet it remains entirely consistent with historical recovery
patterns and a gradually improving deopolitical backdrop. Since 30 March, the S&P 500 has advanced 12% — its
strongest rally since April 2020 and, prior to that, March 2009. Episodes such as those in 2009, 2020, and now 2026
underscore a recurring lesson: equity markets are forward-looking and tend to reprice well ahead of an all clear,
reacting instead to early signals of improving conditions.

The rally is also consistent with signals from prediction markets, where probabilities assigned to a near-term
de-escalation of the Iranian conflict have risen markedly since late March. While such probabilities should not be
overinterpreted, they reinforce the broader point that markets are increasingly pricing in persistence rather than
escalation. In the near term, equity volatility is likely to remain closely tied to deopolitical developments. However —
and this is crucial in our view — underlying equity fundamentals remain constructive as long as earnings momentum
and Al-related investment remain intact. With earnings growth continuing, we expect equity markets to extend dains
and reach new highs in the months ahead.

Structural factors remain supportive for equities

Asset allocators continue to favour equities for several reasons. First, major shocks in recent years (COVID, Ukraine)
have been absorbed remarkably quickly by an ever-rising equity market, and many investors are now prepared to see
the Strait of Hormuz disruption as yet another shock that will ultimately be overcome. This is also our view, and we
see No reason to revise our positive macro growth forecasts. Second, government bonds, the main larde and liquid
alternative to equities, are increasingly perceived as risky. Inflationary shocks are conceptually nedative for long-
duration bonds, while fiscal concerns are mounting amid elevated geopolitical uncertainty. Such shocks tend to
weaken public balance sheets incrementally over time.

Positioning dynamics have contributed to the rebound

As expectations of a potential US-Iran deal improved over the past two weeks (even if uncertainty has resurfaced
more recently), some short positions were unwound. Even the initial sell-off was relatively limited, as overall exposure
was not reduced materially in the first place. This reflects both expectations that the US will ultimately step back
from escalation (the TACO mindset) and the perception that the Strait of Hormuz is a systemic issue — effectively too
big to fail. At the margin, this also means that positioning is now less of a tailwind, making future dains more
dependent on fundamentals rather than technical support.

Oil market pricing implies a manageable macro shock

If the 12-month Brent future is the best proxy for the medium-term impact of the crisis (currently around USD 75/bbl),
most economic models point to a manadeable shock to both real growth and inflation. However, oil futures primarily
capture a base-case outcome rather than the full distribution of geopolitical tail risks. Second-round effects via
freight, logistics and energy-intensive inputs could still emerge with a lag.

Sector composition has supported markets, especially in the US

Technology, particularly semiconductors, and to a lesser extent the energy sector have driven equity performance.
Al-related demand remains exceptionally strong, and the infrastructure build-out is progressing at full speed. The
Philadelphia Semiconductor Index (SOX) is up 32% year-to-date and 11% since 27 February, while TSMC recently
reported a 50% increase in 1H26 earnings. The IT sector represents around 33% of the S&P 500 (25% of 2025
earnings), with 2026 earnings expected to grow by roughly 40%. This implies that even if all other sectors were to
deliver flat earnings this year, overall S&P 500 earnings growth would still approach 10%. In reality, most other
sectors are not flat.
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Although Energy represents a small proportion (around 4% of index weight and earnings), it is expected to deliver
roughly 30% earnings growth this year. The industrials and materials sectors are also forecast to grow meaningfully,
particularly after a very difficult year for materials in 2025. Put differently, there is an increasing disconnect between the
reality of the US economy — which was rather disappointing in 4Q25 and 1Q26 according to nowcasting models (1Q26
GDP will be released on 30 April) — and S&P 500 earnings dynamics. This disconnect is increasingly explained by sector
concentration and margin resilience among large technology companies rather than broad-based economic strength.

The outlook for Al-related capex, revenues and productivity gains will once again be a central theme this eamings
season. Last quarter, consensus 2026 capex estimates for the leading hyperscalers increased by USD 130bn to
USD 670bn — equivalent to more than 90% of expected cash flow this year. Capex guidance from hyperscalers this
guarter will be critical in sustaining momentum in Al infrastructure stocks and for the hyperscalers themselves, which
have outperformed since the recent market trough. Beyond the technology sector, investors will closely examine
eaminds for tangible evidence of Al-driven productivity improvements, which remained limited in the previous quarter.

RISING EARNINGS ESTIMATES PROVIDE CONTINUED SUPPORT FOR STOCK MARKETS
AS LONG AS EARNINGS ESTIMATES CONTINUE TO INCREASE, A LASTING SETBACK IS UNLIKELY
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In the US, earnings expectations are being driven strongly by the IT sector, where 12-month forward earnings
estimates have risen by 19% since the beginning of the year. Positive earnings revisions are also continuing across
Europe, Asia and emerging markets.

Pushback is warranted in several areas

Geopolitical risks and energy prices remain unresolved. While tentative steps to reopen the Strait of Hormuz were
announced last Friday afternoon and subsequently postponed adain, the conflict is not over. As a result, a risk
premium is likely to remain embedded in oil prices until greater clarity emerges. Reports on US-Iran talks are highly
contradictory, and visibility on the situation inside Iran remains very limited. Domestic political upheaval following
this episode cannot be ruled out and would raise the risk of further disruptions. Even in a benign scenario, logistics
will take time to normalise and regional oil fields may not return to full capacity immediately. Global inventories will
need to be rebuilt. Consequently, higher energy and energy-related prices in 2Q and 3Q are likely to act as a tax on
global consumers. For corporate margins, the effects may arrive with a lag, as heddes roll off gradually — over time,
oil prices could still retrace materially lower.
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The resilience of US consumption is not quaranteed. Consumption still represents nearly 70% of US GDP, and a
moderation in this growth endine cannot be excluded. Tariffs have already had a gradual but visible inflationary
impact on goods prices, and higher energy costs will now add to that pressure. This is occurring against a backdrop
of subdued job creation. Unless equity markets continue to rise, wealth effects may remain limited. On the other
hand, US retail sales data released on Tuesday came in stronger than expected and may confirm a more solid 1Q
GDP outlook than implied by various nowcasting models. From a structural perspective, the US savings rate remains
low. Any increase in employment uncertainty could lead households to rebuild savings, further weighing on
consumption. A sustained deterioration in retail sales and employment data would be an indication that this risk is
beginning to materialise.
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Legal 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 deneral 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 legal
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, corre ctness 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 changes in exchange rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo 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 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 quarantee a profit or protect against a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damades that may arise to anyone from the use of this
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, images, 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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