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JUNE 23, 2025

U.S./ IRAN UPDATE: MARKETS FADING
ESCALATION RISKS

Executive Summary

e The U.S. airstrikes on Iran over the weekend came in the wake of escalating tensions between Israel and Iran, which saw the two
nations exchange long range ballistic missiles over the prior 7 days.

* Impacts to global energy trade flows and the price of oil remain the biggest wildcard for financial markets as the new week begins.

¢ The situation in the Middle East remains fluid and markets are waiting for a response by Iran. Historical precedent suggests that
markets tend to fade geopolitical flareups, and that investors should resist the temptation to react to volatility induced by geopolitical
developments.

On Saturday, June 21, 2025, the U.S. military bombed several targets in Iran
with the aim of disabling Iran’s nuclear capabilities. The airstrikes came in the
wake of escalating tensions between Israel and Iran, that saw the two nations
exchange long range ballistic missiles over the prior 7 days. While it is too soon
to tell if the U.S. attacks on Iran’s underground nuclear facilities were completely
successful, the aim of the U.S. government was to dismantle Iran’s capability
to produce a nuclear weapon.

As of Monday morning, June 23, the conflict has not broadened to target Iran’s oil
facilities, nor has Iran (or its proxies in the Middle East) responded with attacks
on Western assets in the region or elsewhere that would signal an escalation.
Absent that, impacts to global energy trade flows and the price of oil remain
the biggest wildcard for financial markets as the new week begins.

Brent crude oil has risen 24% thus far in June, the largest monthly increase
since November 2020 when the global economy was emerging from pandemic
lockdowns (Figure 1). A persistent rise in oil and energy prices is another source
of uncertainty for businesses and consumers (in addition to the tariff related
uncertainty), and would be a headwind for the global economy, and in turn
for equity prices around the globe. It is important to note that the U.S. is a net
exporter of oil, and that the U.S. economy is far less sensitive to rising oil prices
than it was in the 1970s and 1980s.
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FIGURE 1
Brent crude oil prices
have risen 22% so far
in June.
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Source: Bloomberg, TIAA Wealth Chief Investment Office.

20% of the world’s crude oil passes through the Strait of Hormuz (the waterway
that connects the Persian Gulf and the Arabian Sea). On Sunday, June 22, the
Iranian Parliament called for the closure of the strait, but as of Monday morning
(ET), June 23, Iran’s Supreme Leader Ayatollah Khamenei has not approved the
move. Traders suggest that if the strait was closed for even a short time, Brent
crude (which closed near $80 barrel on Friday, June 20) could temporarily
move as high as $120 per barrel or higher.

Most equity markets in the Persian Gulf states ended Sunday’s session higher
and Israel’s stock market also rose by more than 1%, suggesting that traders in
that region believe the bombing raid marked the peak in regional uncertainty.
Note that so farin Q2 2025, Israel’s major stock market is on track to post its best
quarterly performance since 2003, despite the conflict in the region.

Trading on Monday morning saw modest (less than 1%) declines in European
equites and a mixed performance for Asian equities. U.S. equities were set to
open little changed from Friday’s close after being down as much as 1% overnight
Sunday into Monday. The U.S. dollar is 0.5% higher on Monday morning, but
gold is down 0.3%, while oil prices are 0.5% lower versus Friday’s close.

The situation in the Middle East remains fluid and markets are waiting for a
response by Iran. Historical precedent suggests that markets tend to fade
geopolitical flareups, and that investors should resist the temptation to react to
volatility induced by geopolitical developments. That said, the next few weeks
will determine the scale, ramifications and impact of this military operation by
the U.S., and we will closely monitor these developments. A further escalation
and a sharp rise in oil and gasoline prices could dent market sentiment and
pose a fresh set of risks to the U.S. and global economies.
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IMPORTANT DISCLOSURES

This material is for informational or educational purposes only and is not fiduciary investment advice, or a securities, investment
strategy, or insurance product recommendation. This material does not consider an individual’s own objectives or circumstances
which should be the basis of any investment decision. The views expressed are based on information obtained from sources believed
to be reliable, but not guaranteed. The information and opinions presented are current only as of the date of writing, without regard to
the date on which you may access this information. All opinions and estimates are subject to change at any time without notice. This
material does not take into account any specific objectives or circumstances of any particular investor or suggest any specific course
of action. It is not an offer to buy or sell any securities or investment services. Investment decisions should be made based on the
investor’s own objectives and circumstances. Examples included herein, if any, are hypothetical and for illustrative purposes only.

Optional discretionary investment management services for a fee are provided through two separate managed account programs by
TIAA affiliates: the Portfolio Advisor program offered by the Advice and Planning Services division of TIAA-CREF Individual & Institutional
Services, LLC (“Advice and Planning Services”), a broker-dealer (member FINRA/SIPC), and SEC registered investment adviser; and
the Private Asset Management program offered by TIAA Trust, N.A. Please refer to the disclosure documents for the Portfolio Advisor
and Private Asset Management programs for more information. TIAA Trust, N.A. provides investment management, custody and trust
services. Advice and Planning Services provides brokerage and investment advisory services for a fee. Investment Management Group
(IMG) is the investment management division of TIAA Trust, N.A., and provides the underlying investment management services to
the Portfolio Advisor and Private Asset Management programs. TIAA Trust, N.A. and Advice and Planning Services are affiliates, and
wholly owned subsidiaries of Teachers Insurance and Annuity Association of America (TIAA). Each entity is solely responsible for its
own financial condition and contractual obligations.

The TIAA group of companies does not provide tax or legal advice. Tax and other laws are subject to change, either prospectively
or retroactively. Individuals should consult with a qualified independent tax advisor and/or attorney for specific advice based on
the individual’s personal circumstances.

All investments involve some degree of risk, including loss of principal. Investment objectives may not be met. Investments in managed
accounts should be considered in view of a larger, more diversified investment portfolio.

ASSET ALLOCATION AND DIVERSIFICATION ARE TECHNIQUES TO HELP REDUCE RISK. THERE IS NO GUARANTEE THAT
ASSET ALLOCATION OR DIVERSIFICATION ENSURES PROFIT OR PROTECTS AGAINST LOSS.

Past performance is no guarantee of future results.

Investing involves risk and the value of your investments may gain or lose value and fluctuate over time. Generally, among asset classes

stocks are more volatile than bonds or short-term instruments and can decline significantly in response to adverse issuer, political,
regulatory, market, or economic developments. Although the bond market is also volatile, lower-quality debt securities including
leveraged loans generally offer higher yields compared to investment grade securities, but also involve greater risk of default or price
changes. Foreign markets can be more volatile than U.S. markets due to increased risks of adverse issuer, political, market or economic
developments, all of which are magnified in emerging markets. Foreign securities are subject to special risks, including currency
fluctuation and political and economic instability.

INVESTMENT, INSURANCE AND ANNUITY PRODUCTS ARE NOT FDIC INSURED, ARE NOT BANK GUARANTEED, ARE NOT
DEPOSITS, ARE NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY, ARE NOT A CONDITION TO ANY BANKING SERVICE
ORACTIVITY, AND MAY LOSE VALUE.
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