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NEW PEACE DEAL FRAMEWORK &
WHAT IT MEANS FOR INVESTORS

The newly-announced peace deal framework between the U.S. and Iran is positive, but there are still many questions remaining. How
can investors maintain perspective as these events play out?

The U.S. and Iran announced a preliminary agreement intended to end the four-month conflict that has weighed on the global economy.
Markets have reacted positively to this development, with the stock market climbing, oil prices falling, and interest rates declining.

The deal includes the reopening of the Strait of Hormuz, with a final deal to happen over a 60-day period. While the announcement is
encouraging, there are still many questions remaining that will take weeks to play out. In particular, the full text of the agreement has not
been released, and disagreements remain over difficult issues such as Iran's nuclear program and sanctions.

For investors, it's important to remember that there have been many tentative ceasefires and failed negotiations since the war began.
These events have driven short-term market swings as investors react to the flow of news. So, while these latest developments are positive,
they occur in the context of markets that have been trending in a positive direction and an economy that has remained resilient.

Oil Prices and Inflation: Possible Relief at the Pump

Energy prices are the primary channel through which geopolitical conflicts affect the broader economy. The effective closure of the Strait of
Hormuz, a major waterway for oil and gas, forced major Middle Eastern producers to scale back output as storage capacity filled up.
However, oil prices had already begun to trend lower in recent weeks, falling more than 25% from the April peak of $118 per barrel to
around $85 before the preliminary peace deal was announced.

History shows that while Middle East conflicts can lead to spikes in oil prices, these events tend to be short-lived. In the long run, what
drives oil prices are supply and demand factors such as increased U.S. oil production. This is why economists often describe supply-side
shocks as “transitory,” meaning their inflationary effects tend to fade once the underlying disruption is resolved. A reopening of the Strait
of Hormuz would be an important step in that direction, even if it does take time for fuel prices to return to more normal levels.

Middle East Conflicts and Markets
Major Middle East events, oil prices, and the S&P 500 since 2010
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Gasoline prices at the pump have followed a similar trend. The average price of regular unleaded gasoline rose above $4.50 per gallon at
its peak in late May before pulling back toward $4.00 per gallon more recently. The latest Consumer Price Index report shows that energy
prices have risen 23.5% year over year, with gasoline up 40.5%. This energy spike was the primary driver of headline inflation reaching 4.2%
in May, its highest level in several years.

While this creates challenges for consumers, it has not proven to be a repeat of the post-pandemic inflationary period. Importantly, core
inflation, which excludes food and energy, rose only 2.9% year over year in May. This suggests that higher oil prices have nat fully spread
broadly across the economy. If oil prices continue to trend lower, the hope is that price pressures will improve as well, which could help the
Fed as it manages higher inflation and a strengthening jobs market
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Markets Have Experienced Healthy Gains This Year Across Asset Classes

Beyond energy markets, many asset classes have been resilient in recent months. The U.S. stock market has experienced strong gains this
year, with the S&P 500's year-to-date return hovering around 10%, driven by strong earnings growth and a healthy economy. Bonds have
also helped to stabilize portfolios during periods of volatility. The 10-year Treasury yield is below 4.5% and the 30-year yield is under 5%,

as both inflation and uncertainty have improved. International stocks have also performed well, continuing the trend of the past two years.

Many sectors have contributed to these returns, with eight of the eleven S&P 500 sectors in positive territory. Not surprisingly, the energy
sector has outperformed all other sectors, but even more defensive sectors, including Utilities and Consumer Staples, have performed
relatively well as investors sought stability. Information Technology has experienced higher volatility due to interest rate swings but has
produced a return of 17.5% year-to-date.

This is a reminder of why it's important to maintain portfolio balance across different parts of the market. Geopolitics, inflation, and interest
rates are difficult to predict, so maintaining diversification supports portfolios through these periods and is the best way to manage risk
while creating growth opportunities.

Investors Should Maintain a Long View on Geopolitics and Economic Cycles

Over the past century, geopolitical conflicts, including wars, oil embargoes, and regional crises, have tested financial markets. While these
events often led to short-term market swings, markets typically recovered and continued higher even when the underlying situations were
not resolved. When zooming out, such as in the chart below, it's easy to see that what drove long-term performance was not each event
itself but the underlying economic and market cycles.
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The announcement of a deal is undoubtedly positive. That said, it's important to remember that well-constructed portfolios do not depend
on this alone. Lower energy prices should reduce inflationary pressure, improve household purchasing power, and ease the burden of
higher transportation costs on businesses, which all support the economy. It is also a timely lesson on the importance of staying invested
and focusing on long-term outcomes in the pursuit of financial goals.
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Disclosure

Legacy Capital Wealth Partners, LLC (“Legacy Capital”) is a registered investment advisor. Advisory services are only offered to clients or prospective clients
where Legacy Capital and its representatives are properly licensed or exempt from licensure.

The information provided is for educational and informational purposes only and does not constitute investment advice, nor should not be relied on as
such. It should not be considered a solicitation to buy or an offer to sell a security. It does not take into account any investor's particular investment
objectives, strategies, tax status or investment horizon. You should consult with your attorney or tax advisor.

The views expressed in this commentary are subject to change based on market and other conditions. These documents may contain certain statements
that may be deemed forward looking statements. Please note that any such statements are not guarantees of any future performance and actual results or
developments may differ materially from those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should
not be construed as indicative of actual events that will occur.

All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to the
current accuracy, reliability, or completeness of, nor liability for, decisions based on such information and it should not be relied on as such.

@& LEGACY

¢ CAPITAL

Reproduction or distribution of this material is prohibited, and all rights are reserved.




	Slide 1
	Slide 2
	Slide 3

