Global Market Review

Investment Strategy ¢ September 02, 2026

Geopolitical risks, resilient growth, and Al investment
shape markets

Global markets in August remained resilient despite a challenging backdrop of persistent
geopolitical tensions, renewed trade frictions, and uncertainty surrounding the path of
US monetary policy. The US-Iran conflict and continued disruption around the Strait of
Hormuz remained important drivers of sentiment, with Iran maintaining demands for
compensation and sanctions relief while Washington intensified economic and military
pressure. Prospects for a diplomatic breakthrough weakened as the month progressed,
with the US preparing additional sanctions against countries and businesses supporting
Iran before renewed military exchanges brought geopolitical risks back into focus toward
month-end. Persistent shipping disruptions kept energy-security concerns elevated and
continued to support oil prices.

Economic conditions nevertheless remained broadly resilient across the major
economies. Flash PMI readings pointed to continued expansion globally, with US
business activity reaching its strongest level in more than four years, while the UK,
Eurozone, Japan, India, and Australia also recorded positive growth momentum. In the
US, however, the picture remained mixed. Second-quarter GDP was confirmed at 1.5%
annualised, while concerns over fiscal sustainability intensified after public debt
exceeded USD40tn for the first time. Inflation initially showed signs of moderation, with
both CPIl and PPI easing, but underlying price pressures remained elevated toward
month-end, with PCE inflation at 3.7% YoY and core PCE at 3.3%.

The shifting inflation backdrop complicated expectations for Federal Reserve policy.
Earlier signs of softer inflation reinforced expectations that the Fed could remain on hold
for the remainder of the year. However, Chair Warsh subsequently signaled that further
tightening remained possible if inflation failed to moderate, bringing monetary-policy
uncertainty back into focus. Outside the US, inflation pressures remained visible in
several economies, including Japan and Germany, while UK inflation accelerated amid
higher household energy costs, highlighting continued divergence in global inflation
dynamics.

Across Europe and Asia, economic signals were mixed but generally constructive.
Germany’s business sentiment improved toward the end of the month, while China
introduced additional measures to support its struggling property market. Chinese
manufacturing conditions also improved marginally, with the PMI rising to 49.8, although
activity remained below the threshold separating expansion from contraction. Japan
recorded a record current-account surplus despite softer GDP growth, while broader
Asian growth remained supported by relatively resilient external demand.

Trade tensions added another layer of uncertainty. US-Canada relations deteriorated
after negotiations collapsed and Canada announced retaliatory tariffs on US goods, with
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tensions intensifying further toward month-end. At the same time, the prospect of
additional US sanctions linked to Iran raised the risk that geopolitical tensions could
increasingly spill over into global trade and economic relationships.

Artificial intelligence remained an important counterweight to these macro and
geopolitical risks. Al-related investment continued to attract significant capital, with
financial institutions exploring a funding package exceeding USD500 billion for Al
infrastructure, while strong earnings from Al-related companies reinforced confidence in
the structural investment cycle. The persistence of Al-driven activity provided an
important source of support for markets despite uncertainty surrounding geopolitics,
inflation, and monetary policy.

Overall, August was characterized by a balance between resilient global economic
activity and increasingly complex policy and geopolitical risks. Persistent tensions around
the Strait of Hormuz, renewed trade disputes, elevated underlying US inflation, and more
hawkish Federal Reserve signals kept uncertainty high, while solid global activity and
continued Al investment helped support market sentiment. The outlook remains sensitive
to the evolution of US-Iran tensions, the inflation trajectory, and the Federal Reserve’s
policy response.
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Disclaimer

This publication is intended for general information purposes only. It should not be construed as
an offer, recommendation or solicitation to purchase or dispose of any securities or to enter in any
transaction or adopt any hedging, trading or investment strategy. Neither this publication nor
anything contained herein shall form the basis of any contract or commitment whatsoever.
Distribution of this publication does not oblige Abu Dhabi Commercial Bank PJSC (“ADCB”) to
enter into any transaction.

The content of this publication should not be considered legal, regulatory, credit, tax or accounting
advice. Anyone proposing to rely on or use the information contained in the publication should
independently verify and check the accuracy, completeness, reliability and suitability of the
information and should obtain independent and specific advice from appropriate professionals or
experts regarding information contained in this publication.

Information contained herein is based on various sources, including but not limited to public
information, annual reports and statistical data that ADCB considers accurate and reliable.
However, ADCB makes no representation or warranty as to the accuracy or completeness of any
statement made in or in connection with this publication and accepts no responsibility whatsoever
for any loss or damage caused by any act or omission taken as a result of the information contained
in this publication. This publication is intended for qualified customers of ADCB.

Charts, graphs and related data or information provided in this publication are intended to serve
for illustrative purposes only. The information contained in this publication is prepared as of a
particular date and time and will not reflect subsequent changes in the market or changes in any
other factors relevant to their determination. All statements as to future matters are not guaranteed
to be accurate. ADCB expressly disclaims any obligation to update or revise any forward-looking
statements to reflect new information, events or circumstances after the date of this publication or
to reflect the occurrence of unanticipated events.

ADCB does and may at any time solicit or provide commercial banking, investment banking, credit,
advisory or other services to the companies covered in its publications. As a result, recipients of
this publication should be aware that any or all of the foregoing services may at time give rise to a
conflict of interest that could affect the objectivity of this publication.

Past performance does not guarantee future results. Investment products are not bank deposits
and are not guaranteed by ADCB. They are subject to investment risks, including possible loss of
principal amount invested. Please refer to ADCB’s Terms and Conditions for Investment Services.

This publication is being furnished to you solely for your information and neither it nor any part of
it may be used, forwarded, disclosed, distributed or delivered to anyone else. You may not copy,
reproduce, display, modify or create derivative works from any data or information contained in this
publication.
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