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The U.S, and European equity markets closed mostly lower Wednesday as geopolitical risk returned to
the forefront following renewed military escalation between the United States and Iran. Investor
sentiment deteriorated after President Donald Trump declared the ceasefire effectively over and
warned that additional military action against Iran could occur within hours, prompting a sharp move
into traditional safe-haven assets. The renewed conflict pushed crude oil prices sharply higher, with
Brent climbing above $78 per barrel and West Texas Intermediate approaching $74 per barrel,
reviving concerns that higher energy costs could complicate the inflation outlook. Treasury yields and
the U.S. dollar strengthened, while equities broadly weakened as investors reassessed geopolitical
and economic risks. Despite the renewed voldatility, market moves remained orderly as participants
balanced geopolitical uncertainty against a still-resilient U.S. economy and the start of the second-
quarter earnings season.

U.S. Markets

Wall Street traded sharply lower, led by a decline of 576.70 points in the Dow Jones Industrial
Average, as investors reduced exposure to economically sensitive sectors amid surging oil prices and
heightened geopolitical uncertainty. The S&P 500 also fell 21.14 points as selling pressure was
concentrated in consumer discretionary and travel-related companies expected to face margin
pressure from higher fuel costs, while energy producers outperformed as crude prices rallied. The
Nasdag Composite closed up 51.96 points as technology shares showed greater resilience than in
previous sessions, with semiconductor stocks stabilizing after recent weakness and helping the
Nasdaqg outperform the broader market.

Investors also digested the minutes from the Federal Reserve’s June meeting, which revealed
policymakers remain divided over the appropriate path for interest rates. While several officials
indicated rates could move modestly lower before year-end, others argued that inflation risks justify
maintaining a more restrictive policy stance for longer. The minutes produced little immediate market
reaction, as geopolitical developments remained the dominant driver of trading throughout the
session. Overall, investors continue to weigh whether the latest Middle East conflict represents a
temporary geopolitical shock or the beginning of a more prolonged disruption that could influence
inflation, monetary policy, and corporate earnings in the months ahead.

European Markets

European markets also traded lower as rising oil prices and geopolitical uncertainty weighed on
investor sentiment. Energy producers outperformed on stronger crude prices, while industrial,
consumer discretionary, and technology shares lagged the broader market. Investors continue to
monitor both developments in the Middle East and the outlook for European monetary policy, with
inflation expectations becoming increasingly sensitive to energy market movements.
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Energy Markets

Energy markets experienced their strongest advance in several weeks following renewed military
escalation in the Persian Gulf. WTl crude approached the upper-$70 range while Brent crude
climbed sharply as traders priced higher geopolitical risk premiums. Even after this week’s rally, oil
prices remain well below the levels reached at the height of the conflict earlier this year, reflecting
stronger global supply conditions and expectations that any export disruptions may prove temporary.

Economic & Policy Outlook

Higher energy prices have temporarily revived inflation concerns, contributing to firmer Treasury yields
and a stronger U.S. dollar. However, improving labor market conditions, resilient consumer spending,
and the recovery of global energy supplies continue to provide important support for economic
growth. Investors will closely monitor upcoming inflation data and central bank commentary to
determine whether recent geopolitical developments materially affect monetary policy
expectations.

The Final Word: Market Perspective

Markets are once again navigating the intersection of geopolitics and technology sector rotation.
While headline risk is likely to keep volatility elevated, the underlying economic fundamentals remain
considerably stronger than earlier in the year. We continue to favor a balanced investment strategy
that maintains exposure to artificial intelligence and technology leaders while increasing allocations
to industrials, mid-cap companies, financials, and other cyclical sectors positioned to benefit from
infrastructure investment, automation, and continued economic expansion.

GDPNow Update:

e The GDPNOW for the second quarter was updated on July 8, 2026, and fell to 1.3%, down from
1.40%, a 7.16% decrease.

Economic Data:

e US Wholesale Inventories MoM: fell to 0.12%, compared to 0.65% last month.
e US Consumer Credit Outstanding MoM: fell to 20.73B, down from 22.23B last month.

Eurozone Summary:

e Stoxx 600: closed at 635.91, down 10.38 points or 1.61%.
e FTSE 100: closed at 10,489.04, down 176.84 points or 1.66%.
o DAX Index: closed at 24,897.45, down 567.80 points or 2.23%.

Wall Street Summary:

Dow Jones Industrial Average: closed at 52,348.39, down 576.76 points or 1.09%.

S&P 500: closed at 7,482.71, down 21.14 points or 0.28%.

Nasdaq Composite: closed at 25,870.65, up 51.96 points or 0.20%.

Birling Capital Puerto Rico Stock Index: closed at 4,836.11, down 17.05 points or 0.35%.
Birling Capital U.S. Bank Index: closed at 10,371.25, down 56.30 points or 0.54%.

U.S. Treasury 10-year note: closed at 4.56%.

U.S. Treasury 2-year note: closed at 4.21%.
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GDPNow Tracker: Q2 2026 GDP Growth Forecast
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Eurozone Markets Close
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