MBIA_ Charts

CAPITAL ADVISORS

CHARTS MBIA CAPITAL ADVISORS |1



MBIA

CAPITAL ADVISORS

Brent Qil Erases All Wartime Gains Amid Hormuz Reopenings

$120 | /‘N

Peak War Premium:
Fear-driven speculation prices
in total supply chain failure.

$100
$80
; Rapid Normalization: Higher
$60 Hormuz flows & peace talks
‘ neutralize the premium.
Jan Feb Mar Apr May Jun

Source: Bloomberg

CHARTS

The oil market has largely retraced the geopolitical risk
premium that emerged at the onset of the conflict. On
February 28 —the first day of hostilities—crude oil closed
at $71.02 per barrel. This past Friday, it settled at $70.25,
effectively returning to its pre-conflict level.

For investors, the key takeaway is the fleeting nature of
conflict-driven commodity rallies when diplomatic
channels remain open, and supply disruptions prove
temporary. As geopolitical tensions have eased, market
fundamentals have quickly reasserted themselves,
replacing fear-driven speculation with a renewed focus
on underlying supply and demand.

Consumers, however, have yet to see the same
normalization at the gas pump. The national average
price of gasoline was $3.07 per gallon on February 28t
before climbing to a peak of $4.63 on May 11t". Although
prices have since retreated to $3.86 per gallon, they
remain roughly 25% above their pre-conflict level.

This lag reflects the time required for lower crude prices
to work their way through refining, distribution, and
retail markets, as well as the persistence of a residual
risk premium in refined fuel markets. As crude supplies
continue to normalize and inventories rebuild, gasoline
prices should gradually move closer to their pre-conflict
levels over the coming months.
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Tanker traffic transiting the Strait of Hormuz is
gradually recovering, although volumes remain
well below pre-conflict levels.

A recent 24-hour rolling analysis recorded 21
bidirectional commercial cargo transits. While
this marks a meaningful improvement from the
single-digit daily crossings that characterized
much of the past three months, it remains
substantially below the pre-conflict average of
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The gradual return of commercial shipping is a
positive development for global energy markets
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For much of the past decade, the world's leading
technology companies were unparalleled cash-
generating machines. Companies such as Amazon,
Microsoft, Oracle, Alphabet, and Meta collectively
produced nearly $300 billion in 12-month forward free
cash flow, peaking in early 2024. Since then, however,
the landscape has shifted dramatically as these firms
have embarked on an unprecedented capital
expenditure cycle to build Al infrastructure.

At their current pace of investment, the group's
aggregate free cash flow could turn negative as early as
2027. This represents a fundamental change in the
financial profile of these companies.

The era of cash-rich technology companies that
aggressively repurchased shares, paid growing
dividends, and commanded premium valuation
multiples may be coming to an end. In its place is a
group of increasingly capital-intensive businesses
characterized by higher leverage, elevated execution
risk, cyclical investment spending, and pressure on
margins. As these companies begin to resemble
infrastructure builders rather than asset-light software
platforms, investors are reassessing the valuation
premiums they have historically enjoyed.
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THE GREAT MARKET ROTATION: BEYOND THE AI TRADE

THE BROADENING OF MARKET BREADTH MACRO CATALYSTS & THE FED DISCONNECT
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A meaningful rotation is underway beneath the surface
of the financial markets. Investors are broadening their
focus beyond the Al-driven "Magpnificent 7" and
increasingly rewarding the other 493 companies in the
S&P 500.

Market leadership is shifting away from semiconductors
and hardware stocks toward financials, consumer
durables, and transportation companies. At the same
time, small-cap stocks have climbed to all-time highs,
supported by improving manufacturing data and
earnings estimates that have risen to their highest
levels of the year for both 2026 and 2027.

Meanwhile, Treasury yields have continued to decline,
providing a tailwind for interest-rate-sensitive sectors
such as real estate and utilities. Falling commodity
prices are also easing inflationary pressures, which
could give the Federal Reserve greater flexibility to keep
interest rates at current levels rather than resume rate
hikes.
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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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