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Exogenous Shock
(e.g. Oil Spike)

One Variable Market

Mu]tn Factor Complexity

N
The One Vanable Market Shift from multi-factor
An exogenous shock creates hliz correlations, complexity

making one factor the sole market driver.

= ;__The Mechanics of the Single Variablezj
© Binary Market Leadership

© Binary Market Pressures
Energy and Defensives win Investors flee speculative names for larger
High-beta and rate-sensitive stocks companies with healthy balance sheets
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The One Variable Market: Why Duration Trumps Price |

@ Price Level vs, Duration o The 180° Rotation
A short-lived $150 spike is better than... When the dominant variable peaks,
Short-lived Spike | $150 r:rfé)rrgunce often flips from “worst”
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© Looking Past the Spot Price

6-Month

Future: ~$§73 ess

Future: ~$66

Markets remain stable by focusing on the downward-sloping
future “curve” rather than today’s price.

Future Curve
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Source: What is Next for Markets Podcast

Managing risk in the current market environment is
particularly challenging because market movements are
being driven largely by a single variable: oil. In conditions like
this, traditional frameworks such as valuation, sentiment,
and economic fundamentals become far less influential.
Instead, the dominant factor determining market direction is
simply the trajectory of oil prices.

Michael Kantrowitz recently highlighted an important point
in his weekly podcast: the duration of elevated oil prices
matters more than the absolute peak price. A brief spike in
oil prices tends to be far less damaging economically than a
sustained period of moderately high prices. When higher
prices persist, they begin to embed themselves in both
consumer behavior and economic data.

U.S. markets have remained relatively resilient. One likely
reason is that oil futures six months out are priced
significantly lower than the current spot price. This suggests
investors largely expect the disruption to be temporary
rather than structural.

Importantly, prior to the recent spike in oil prices, global
manufacturing surveys were signaling improving economic
momentum. Given that backdrop, shifting portfolios too
aggressively into defensive positioning may be premature—
particularly if the U.S. begins to signal a potential path
toward de-escalation of the current hostilities.
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1960: HEAVY RELIANCE

1960-2024: A STEADY LEAN-OUT Ofy |
Primary energy consumption per real dollar of 0 :

GDP fell from ~12.5 in 1960 o ~4 today. DROP IN ENERGY

Energy goods and services
represent a much smailer
portion of the average household
budget than in 1980.

Energy goods once consumed

9% of personal spending; today,
that figure has halved to ~4%.

Energy Intensity

" Decoupling Growth from Fuel:

i . The US now generates significantly
Pnergy energy consumption per real dollar of more economic output for every British
GDP cests fell from ~12.5in 1960 to -4 today. Thermal Unit (Btu) consumed.

WHY PRICE SHOCKS HURT LESS TODAY

From Consumer to Global Producer.
As amajor energy producer, higher prices now support
domestic incomes rather than just draining them.

Reduced Consumer Sensitivity

Higher lﬂnm support domestic incomes
rather than just draining them.

The Production Hedge

Domestic production acts as a natural
economic stabilizer during global
supply disruptions.
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Source: @bobEUnlimited

Energy costs are a critical input to the U.S. economy. When
energy prices rise, they increase operating costs for many
manufacturing and industrial businesses. Higher energy costs
also reduce consumers’ discretionary income, leaving
households with less to spend on other goods and services.

In addition, rising energy prices tend to push inflation higher,
which can influence how the Federal Reserve approaches
monetary policy decisions.

However, it is important to recognize that the structure of
the U.S. economy—and its relationship with energy—has
changed significantly over the past 50 years.

Today, the United States is a major producer of oil and
energy. This shift means that higher energy prices can also
generate economic benefits by supporting domestic
production, employment, and income within the energy
sector. As a result, the overall economic impact of rising
energy prices is more balanced than it was in earlier
decades, when the U.S. was far more dependent on
imported energy.
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M The Great Disconnect

Evidence of a Jobless Recovery y _ﬂL‘
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The February 2026 jobs report came in significantly weaker
than economists had anticipated. The U.S. economy lost
92,000 jobs, far below the consensus expectation of a 50,000
gain. The unemployment rate rose from 4.3% to 4.4%, and
revisions to the previous two months reduced payrolls by an
additional 69,000. Taken together, the data suggest that the
recent “no-hire, no-fire” labor market dynamic may now be
shifting more decisively toward “no hire.”

Prior to the conflict in the Middle East, our expectation was
that economic growth would accelerate with the labor
market experiencing a form of jobless recovery. This report is
broadly consistent with that view. In fact, the underlying
data had already been pointing in this direction.

Over the past twelve months, payroll growth has increased
by only 0.2% despite strong corporate fundamentals,
including robust profits, rising retained earnings, and solid
capital expenditures. Year-over-year corporate profits are up
9.3%, which historically would imply job growth of roughly
2.2%. Retained earnings have risen 34.3% year over year,
historically consistent with about 2.4% job growth.
Meanwhile, real investment in equipment has increased
9.4% year over year, a pace that has typically corresponded
with approximately 2.5% job growth.

Corporations appear far less willing to expand payrolls than

historical relationships would suggest. Is Al already beginning
to influence hiring decisions and labor demand.
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The Energy Chokepoint:
Asia’s Reliance on the Middle East

While U.S. stock indices remain resilient, Asian and European markets face significant risks due to their cyclical nature and extreme
reliance on Middle East energy. Disruption in the Strait of Hormuz represents a critical threat to these energy-dependent economies.

The Dependency Gap: Oil Transiting Hormuz LNG Exports (Qatar and UAE) While U.S. stock indices have remained relatively
resilient, the same cannot be said for many foreign

markets. One reason is the more cyclical composition of
non-U.S. indices compared with the U.S. market.

—— Another key factor is energy dependence: Europe—and
especially many Asian economies—rely heavily on

Europe & Rest of World T Europe & Rest of World energy exports from the Middle East. Asa result, the .
~10% fes L { | | ~16% disruption and sharply reduced traffic through the Strait
= = = b o —r— of Hormuz pose a significant concern for these
| Asia claims the overwhelming majority of crude oil and condensate flowing ~ The vast majority of Liquefied Natural Gas from Qatar and the UAE is economies and their financial markets.
through this critical naval passage. destined for Asian markets.

Economic Vulnerability

Market Cyclicality The Hormuz Risk Factor
Foreign indices are more cyclical than U.S. markets, Reduced traffic or closures in the Strait of Hormuz directly
making them more sensitive to energy supply shocks. impact Asian economic stability and market performance.

Source: Bloomberg
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Disclosure

MBIA Capital Advisors, LLC (MBIA), is a Registered Investment Adviser (“RIA”). Registration as an investment adviser does not imply
a certain level of skill or training, and the content of this communication has not been approved or verified by the United States
Securities and Exchange Commission or by any state securities authority.

Information presented does not involve the rendering of personalized investment advice but is limited to the dissemination of general
information on products and services. This information should not be construed as an offer to buy or sell, or a solicitation of any offer

to buy or sell the securities mentioned herein.

The information and opinions contained in any of the material requested from this website are provided by third parties and have been
obtained from sources believed to be reliable, but accuracy and completeness cannot be guaranteed. They are given for informational
purposes only and are not a solicitation to buy or sell any of the products mentioned. The information being provided is strictly as a
courtesy and is not intended to be used as the sole basis for financial decisions, nor should it be construed as advice designed to
meet the needs of an individual’s situation. Be sure to first consult with a qualified financial adviser and/or tax professional before
implementing any strategy discussed here.

This presentation should not be regarded as a complete analysis of the subjects discussed. All expressions of opinion reflect the
judgment of the adviser as of the date of the presentation and are subject to change.

Past performance may not be indicative of future results. Therefore, no current or prospective client should assume that the future
performance of any specific investment or strategy will be profitable or equal to past performance levels. All investment strategies
have the potential for profit or loss. Different types of investments involve varying degrees of risk, and there can be no assurance that
any specific investment or strategy will be suitable or profitable for a client's portfolio. There are no assurances that a portfolio will

match or outperform any particular benchmark.
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