2025/Q4 Investment and Market Macro Update

The US Military has redeployed a dozen of KC-135 and KC-46 refueling tankers into the Middle East
— a classic signal of preparation for extended air operations. Iran continues to threaten closure of the
Strait of Hormuz, the transit point for ~20% of global oil. Even a partial disruption could send crude
prices sharply higher.

In the Caribbean, US military activity around Venezuela is intensifying. While no open exchanges
between formal military units are confirmed, reports suggest certain third-country equipment may be in
play, making the region another potential flashpoint.

Back in Washington, the US Treasury auctions are clearing with difficulty, and the Treasury has initiated
small buybacks to smooth liquidity. This is not quantitative easing, but it underscores the growing
challenge of placing US debt with natural buyers.

In Beijing, whispers of a $1 trillion investment proposal in the US are circulating. The rumored
trade-off: China would recycle Treasury holdings into US tech IP in exchange for fewer national security
restrictions. Taiwan remains the unspoken but central variable in these negotiations.

On Ukraine, Washington is sending intelligence and missiles on one hand, but also pressing Europe to
pay for US-made weapons. The underlying message: US won’t shoulder 40% of the cost of defending
Ukraine forever; allies must shoulder more of the cost.

Domestically, the US Government shutdown and the court disputes over National Guard
deployments, while not destabilizing in itself, adds to the sense of institutional strain.

Scenarios

e Upside Case: Middle East tensions de-escalate, the US and China strike a limited investment/tech
deal, and NATO shares Ukraine costs. Global growth strengthens, Treasury auctions stabilize, and
equities rally broadly led by tech and cyclicals. USD softens modestly, EUR and EM FX firm, oil
drifts lower ($75-85 Brent), and gold lowers but unlikely to revisit its 2024 average of ~$2,390/0z.

o Base/Flat Case: Tensions persist but stop short of escalation; US—China talks drag on; Treasury
auctions remain choppy but manageable; global growth slows without recession. Equities stay
range-bound with defense, energy, and Al outperforming. Short-duration bonds are favored, USD
holds nervous safe-haven appeal, EUR remains pressured, oil trades with a risk premium ($90-110
Brent), and gold holds near its current 2025 level of ~$3,850/0z.

e Downside Case: Iran disrupts Hormuz traffic, Venezuela escalates, and the US retrenches from
Ukraine, triggering a failed Treasury auction and questions over US fiscal credibility. Equities correct
sharply with only defense and energy holding up. Long yields spike, credit spreads widen, USD
surges short-term before weakening by 30%+ on fiscal stress, EUR falls, oil spikes above $120, and
gold rallies to >$5,000/0z.

Positioning Summary

Overweight: Energy, defense, gold

Neutral/Selective: US tech & semiconductors (Taiwan risk will keep volatility high)
Underweight: Long-duration Treasuries until auction dynamics stabilize

FX: Maintain some USD exposure but consider a base currency hedge by shorting DXY; mixed
with gold and selective basket of currencies
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