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Confidential

Executive Summary

The Iran war continues to dominate every asset class. Thursday delivered the worst single-
session equity sell-off since hostilities began — the S&P 500 fell 1.74% after Iran rejected
Washington's 15-point ceasefire plan, then submitted its own counter-demands including
reparations. Trump paused energy-plant strikes for 10 days (new deadline: April 6), buying time
but also extending uncertainty. Oil surged past $100 again. Gold fell on dollar strength. Bitcoin
dropped 3%. The macro picture is crystallising around one word: stagflation.

This report analyses where we are, what it means, and the structural frameworks that explain
what's happening beneath the headlines.
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Market Snapshot — March 26 Close
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+4.5%

+0.3%
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Elevated
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CONTEXT

Worst day since war began. Nasdaq -2.38%

-469 points

Entering correction territory
Fell below $70k on war/regulation uncertainty

Down from $4,560 the day prior. -21% from January
ATH

Inverse correlation with oil persists

Brent above $106. Up 40%+ since war began

Third consecutive day of safe-haven dollar buying
Bonds selling off alongside equities
Sustained above 25 — equity stress zone

Sterling under pressure from dollar strength

The inversion that defines this market: Oil up = equities down = gold down = dollar up. This is

NOT a normal risk-off environment. In classic risk-off, gold rises WITH the dollar. Here, oil is the

dominant force — its inflationary impulse is overriding gold's safe-haven bid by strengthening

the case for hawkish monetary policy. This is the 1970s playbook.

The Big Story: Ceasefire Collapse and the April 6 Deadline

What Happened

1. Iran rejected the US 15-point ceasefire plan, delivered via Pakistani intermediaries. Tehran

submitted counter-terms including demands for reparations — a non-starter for Washington.

2. Trump claimed Iran was "begging to make a deal" while Tehran maintained it had not

engaged in direct talks. The contradictory signals whipsawed markets.

3. Trump paused strikes on Iranian energy plants for 10 days — new deadline: Monday, April 6,

2026 at 8 PM ET. This is now the single most important date on every trader's calendar.

4. Israel signalled plans to intensify attacks before any ceasefire takes effect, concerned the

war might end before Iran's weapons programmes are dismantled.
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5. Houthis rejected halting Red Sea shipping attacks, adding another layer of supply-chain risk.

What It Means

The April 6 deadline creates a binary event horizon. Either: - Path A — Diplomacy: Iran accepts
meaningful terms, Hormuz gradually reopens, oil retraces to $70-80, metals and equities rally.
Risk-on. - Path B — Escalation: Deadline passes, energy infrastructure strikes resume, oil spikes
toward $120-140, Hormuz fully closes, 1973-style supply shock.

Markets are currently pricing ~62% chance of continued conflict (based on scenario tracking
and positioning data). The 10-day pause is a lifeline, but Iran's counter-demands suggest the
gap remains wide.

Key insight: Every prior "deadline" in this conflict has been extended. Trump's pattern is to set
aggressive deadlines then buy more time. But each extension creates diminishing credibility — at
some point, the threat must be executed or abandoned. April 6 may be different because it
follows an explicit Iranian rejection.

Macro Regime: Stagflation Confirmed

The Data
INDICATOR VALUE SIGNAL
CPI (YoY) 7.0% Accelerating — highest since 2022
Fed Funds Rate 3.50-3.75% Held. 93.8% probability of no change at April meeting
PPI (MoM) +0.5% f Wholesale inflation surging
Unemployment 4.4% 1 Rising
NFP -92,000 Negative — labour market contracting
ISM Manufacturing PMI 52.3 Mixed — still in expansion but barely

The Framework

What stagflation means: The economy is simultaneously experiencing rising prices AND
economic contraction. This is the worst macro environment for policymakers because the two
standard tools — rate cuts (fight recession) and rate hikes (fight inflation) — work in opposite
directions.

The Fed is trapped: - Cut rates = oil-driven inflation spirals further, potentially creating an
inflationary psychology that becomes self-reinforcing - Hold rates - economy continues
deteriorating, unemployment rises, recession deepens - Raise rates - would crush inflation but
also crush an already-weakening economy
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FedWatch shows 93.8% probability the Fed does nothing at its April 29 meeting. Markets have
moved from pricing multiple cuts in 2026 to pricing just one. A global forecasting group now
projects 4.2% full-year inflation — far above the Fed's 2.7% estimate.

Historical parallel: The closest analogue is 1973-74, when the Arab oil embargo created a
simultaneous inflation spike and recession. Gold rose 73% over that period. Equities fell 48%
peak-to-trough. The parallel is not perfect — modern economies are less oil-dependent — but
the mechanism is identical: an exogenous energy shock feeding through to every price level.

Fed Independence Under Attack

A potentially underappreciated risk: the Trump administration's criminal investigation of Fed
Chair Jerome Powell. Whether or not this leads to an actual indictment, it introduces
"independence risk" — the possibility that monetary policy decisions are being influenced by
political pressure. If markets begin pricing in a compromised Fed, the dollar's reserve-currency
premium could erode significantly. Powell has shown no inclination to resign, and the Federal
Reserve Act only permits removal "for cause," but the uncertainty itself is a negative for the
dollar's long-term positioning.

Asset-Class Deep Dives

Gold — Down 22% From ATH, But Structural Thesis Intact

Gold at $4,429 has corrected 21% from its January all-time high of $5,589. The sell-off has
confounded expectations — gold is supposed to be a safe haven during wars.

Why gold is falling despite war: 1. Dollar strength. DXY at 99.9 creates mechanical headwinds
for dollar-denominated gold 2. Rate expectations. Qil-driven inflation pushes rate-cut
expectations out, making yield-bearing assets more attractive vs. non-yielding gold 3. Liquidity
calls. Some institutional holders are selling gold to meet margin calls on other positions

Why the structural bull case remains: 1. Negative real rates. 7% CPI vs 3.75% Fed funds =
deeply negative real rates (-3.25%). Historically, gold outperforms when real rates are negative
2. Central bank demand. The structural bid from central banks (especially BRICS nations)
continues regardless of price. This is about reserve diversification, not trading 3. COT
positioning. Managed money net long 163,351 contracts vs commercials short 203,658.
Institutional money remains committed 4. 1970s precedent. Gold corrected 47% from Dec 1974
to Aug 1976 during the oil crisis before rallying 750% into 1980. Corrections within structural
bulls are normal

Bottom line: The 22% correction is painful but consistent with historical patterns during
stagflationary periods. The structural forces driving gold (negative real rates, de-dollarisation,
central bank accumulation) have not changed. The tactical picture is weak; the structural picture
remains strong.
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Silver — Getting Crushed

Silver at ~$69 has been hit harder than gold, down roughly 25% since the war began. The gold/
silver ratio is widening, which typically signals risk-off conditions.

Why silver is underperforming: - Silver has a dual identity — monetary metal AND industrial
metal. In stagflation, the industrial demand component gets hit by recession fears while the
monetary component can't overcome dollar strength - DXY wrecking ball is compressing all
commodities priced in dollars - Silver miners are down 36% YTD — liquidity crisis in the mining
sector

The long-term thesis remains: Six consecutive years of supply deficit, China controls 60-70% of
refined supply, Al/solar industrial demand is structural. But the expression of this thesis is being
delayed by the macro environment. This is a patience trade.

Bitcoin — Below $70k, Identity Crisis

Bitcoin fell below $70,000 for the first time since late 2025, down ~3% on the day. The trigger:
mixed signals on Iran peace talks plus uncertainty about the US "Clarity Act" crypto regulatory
bill.

The tension: - Bull case: Negative real rates (7% CPI, 3.75% funds rate) = currency debasement
environment, which historically supports Bitcoin. White House advancing plan to allow $12 trillion
in 401(k) assets to access crypto. Managed money net long - Bear case: Breaking below SMA
200. Massive correlation break with S&P 500 (+0.94 delta vs. 90-day average). Risk-off regime
while Bitcoin historically trades as a risk-on asset. MARA sold $1.1 billion in BTC during March —
institutional de-risking

COT data: Net long 1,706 contracts (100th percentile 1-year) — extreme positioning. This means
speculative longs are crowded. If the macro picture deteriorates further, forced liquidation could
accelerate the decline.

Key question: Is Bitcoin a risk asset or a store of value? In this cycle, it's behaving more like a
high-beta tech stock than digital gold. That doesn't mean the "digital gold" thesis is dead, but it
hasn't been activated yet. Bitcoin needs to decouple from the S&P and rally during a risk-off
event to prove the thesis. Until then, it trades as a risk proxy.

Oil — The Tail Wagging Every Dog

WTI crude near $95 and Brent above $106. Oil is up over 40% since the war began and over
60% year-to-date. The market is in backwardation — front-month contracts trading above
longer-dated ones — signalling immediate supply tightness.
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What's driving oil: - Supply disruption. Hormuz blockade restricting 20% of global oil flow -
War premium. Active military conflict in the world's most important energy region - COT
positioning. Managed money net short -10,663 (1.9th percentile 1-year) — extreme bearish
positioning. This is a contrarian signal: if shorts are forced to cover, oil could spike violently
higher

The counterbalance: Iran's offer to allow "friendly nations" (India, Pakistan) through Hormuz
represents partial normalisation. Trump's diplomacy-via-deadline approach has created a ceiling
of sorts. But until Hormuz fully reopens, supply remains structurally constrained.

Equities — Worst Day Since the War Began

The S&P 500's 1.74% decline was its biggest single-session drop since hostilities commenced.
The Nasdaq entered correction territory, down 2.38%. Key drivers:

« Oil inflation feeding rate expectations. Higher oil = higher inflation = higher for longer rates
- lower equity valuations

e Meta ruling. A landmark court ruling against Meta and YouTube weighed on Big Tech

» Semiconductor concerns. New Al algorithm developments from Google raised questions
about chip demand trajectory

« Sector divergence. Energy stocks (XLE) at RSI 81.5 — overbought. Tech getting hammered.
Classic stagflation rotation: commodities up, growth down

The Argus view: Despite near-term pain, some analysts remain optimistic that stocks can post
gains in 2026 once the conflict ends, though base case is single-digit returns — not the 15-25%
that investors enjoyed for the past three years.

Scenario Framework

Active Scenarios

SCENARIO PROBABILITY DIRECTION KEY TRIGGER
Inflation Spike / 96% Oil-driven CPI above 4%, Already confirmed. Question
Stagflation °F Fed trapped is severity
. NFP -92K, consumer 1973-74 parallel. Equities
Hard Recession 92% . .
contraction -20% risk
Iran-US War 38% 4 Full Hormuz blockade, oll April 6 deadline is binary
Escalation ° $120+ event
. Fed cuts 75bp, war priced Requires ceasefire AND
Risk-On Rally 18% . . .
in dovish Fed pivot
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Note: Inflation Spike and Hard Recession can coexist — that IS stagflation. The combined
probability reflects the market's growing consensus that the US economy is entering a period of
simultaneous inflationary pressure and economic contraction.

What changed this week: - War Escalation dropped from 45% to 38% on Trump's strike pause
and diplomatic signals - Stagflation consensus forming: RBC and multiple institutions shifting
narrative from "soft landing" to "stagflation risk" - Fed Governor Lisa Cook explicitly stated the
war has shifted the balance of risks "more toward inflation"

Scenario Deep Dive: The 1973 Parallel

The comparison to 1973-74 keeps surfacing across institutional research. Here's why it's

instructive:
FACTOR 1973-74 2026
Trigger Arab oil embargo (Yom Kippur War) Iran war / Hormuz disruption
Oil price change +300% in 6 months +60% YTD, +40% since war
CPI peak 12.3% (Dec 1974) 7.0% and rising
Fed response Raised rates to 13% - crushed economy Holding at 3.75% — paralysed
S&P 500 drawdown -48% (Jan 1973 - Oct 1974) -7% from highs (so far)
Gold performance +73% (1973-74) -21% from ATH (but +42% YoY)
Recession? Yes — Nov 1973 to Mar 1975 NFP -92K, PMI mixed. Entering?

Key difference: In 1973, the Fed aggressively raised rates to fight inflation, causing a deep
recession. In 2026, the Fed is not raising rates — it's frozen. This suggests the inflationary
impulse may persist longer, but the recession may be shallower. The trade-off: prolonged
malaise vs. sharp-but-cleansing contraction.

Key similarity: Both feature an exogenous energy shock from Middle Eastern conflict disrupting
the global supply chain. Both feature a weakening domestic economy hit by rising costs. Both
feature a central bank caught between mandates.

Structural Forces: What's Happening Beneath the Headlines

The Dollar's Dual Role

The DXY at 99.9 presents a paradox. The dollar is strengthening as a safe-haven during the war,
even as the structural case for dollar weakness grows:

» Short-term: Capital flight to USD as the world's reserve currency during geopolitical crisis
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» Long-term: $38.4 trillion debt, debt growing $6.12 billion/day, BRICS de-dollarisation
accelerating, petrodollar system under direct threat from the Iran war

The Iran conflict is accelerating de-dollarisation conversations. Countries watching the US
weaponise the dollar through sanctions are increasingly motivated to find alternatives. China,
Russia, and Iran are actively conducting energy trade in non-dollar currencies. This is a slow-
burning structural shift, but the war is pouring fuel on it.

The WTO Warning

The World Trade Organization declared the Iran conflict has caused the "worst global trade
disruption in eight decades." This is not hyperbole — Hormuz handles 20% of global oil, and the
shipping disruptions in the Red Sea (Houthis refusing to stand down) affect the Suez Canal route
that handles 12% of global trade. Combined, these disruptions are affecting a third of global
commerce.

Correlation Breaks

The system is tracking 10 active correlation breaks — relationships between assets that have
diverged significantly from historical patterns. The most notable:

« BTC <> S&P 500: +0.88 divergence (7-day vs 90-day). Bitcoin is decorrelating from equities,
but not in the way bulls hoped — it's falling while equities fall, just on different triggers

e Gold <> Oil: Inverse during war (normally both rise in conflict). Oil's inflationary impact is
overriding gold's safe-haven bid

e Gold <> Dollar: Both rising simultaneously broke in late March — now dollar rising while gold
falls. Classic hawkish monetary policy response

Correlation breaks often precede regime changes. When historical relationships stop working,
it's because the underlying market structure is shifting. These breaks deserve close monitoring.
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Forward Calendar: What to Watch

Next 7 Days

DATE EVENT SIGNIFICANCE WATCH FOR
March Core PCE Price [ HIGH Fed's preferred inflation gauge. Consensus
31 Index 2.7%. Above that = more hawkish pressure

. ISM Manufacturing i Below 50 = contractionary. Confirms recession
April 1 MEDIUM )

PMI narrative

. Initial Jobless - R

April 2 Clai i MEDIUM Trend above 230K = labour market deteriorating
aims

i Trump's Iran strike i . . .

April 6 CRITICAL Binary event for oil, equities, and metals

deadline

The Core PCE on March 31 and the Iran deadline on April 6 are the two events that could reshape
every thesis. If PCE comes in hot AND the deadline passes without a deal, the stagflation
scenario goes from "probable" to "certain."

401(k) Crypto Access

Under the radar: the White House Office of Information and Regulatory Affairs has cleared a
Department of Labor proposal to allow $12 trillion in 401(k) assets to access alternative
investments including crypto. If implemented, this would represent the largest structural demand
catalyst for Bitcoin since the ETF approvals. Timeline and implementation details remain
uncertain, but the policy direction is clear.

Prediction Scorecard

The system maintains a running record of all market predictions for accountability and model
improvement.

Overall: 231 predictions tracked | 114 scored | 46% hit rate

CATEGORY HIT RATE NOTES

Bitcoin calls 57% Best-performing category

VIX calls 64% Strong on volatility direction

Gold calls 39% Oil correlation keeps wrong-footing models

Oil calls 24% Worst category — war dynamics defy historical patterns
S&P calls 10% Extremely poor — markets more resilient than expected
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Recent resolutions (March 26): - || Gold holds above $4,300 despite DXY strength — CORRECT
- | VIX stays in 23-27 range — CORRECT - f Iran peace plan causes oil drop below $87 —
WRONG (oil spiked instead) - I BTC stays decoupled from equities — WRONG (both fell
together) - || DXY tests 99.0 support on weak data — WRONG (DXY proved more resilient)

Lesson from wrong calls: The system consistently underestimates the persistence of dollar
strength in risk-off environments and overestimates the speed of diplomatic breakthroughs. QOil
predictions remain the weakest area because war dynamics are genuinely unpredictable — the
system is better at pricing outcomes than predicting geopolitical actions.

The Bigger Picture: Dalio's Stage 6

For readers following Ray Dalio's "Changing World Order" framework: the Iran war represents a
concrete manifestation of what Dalio identified as Stage 6 — the breakdown of the rules-based
international order.

Key markers that are now active: - Might-is-right dynamics: "Unconditional surrender"
demands, military strikes on energy infrastructure, weaponised trade policy - Simultaneous
internal and external disorder: Political polarisation at home + military conflict abroad - Reserve
currency strain: The petrodollar system is being directly challenged as the war pushes more
countries to seek dollar alternatives - Institutional impotence: The UN, WTO, and international
institutions are unable to mediate or constrain the conflict

This doesn't mean the dollar collapses tomorrow. The British Empire's transition from Stage 5 to
full Stage 6 took roughly 30 years (1914-1945). But the sharp phase of any transition typically
spans 5-10 years. We may be entering that sharp phase now.

Investment implication: In previous Stage 5->6 transitions, gold consistently outperformed,
equities underperformed, and the declining empire's currency weakened. The timing is
impossible to predict precisely, but the direction is historically reliable.

Frameworks for Thinking About This Environment

The Cash Thesis

In a stagflationary environment, cash feels painful — inflation is eroding purchasing power at 7%
annually. But cash serves a critical function: optionality. When the macro picture is genuinely
unclear and the distribution of outcomes is extremely wide, cash preserves the ability to deploy
aggressively in ANY direction once clarity emerges.

Every scenario maps to a different large trade: - War escalation + recession: Buy equities at the
bottom (S&P 5,0007?) - War resolution + rate cuts: Buy risk assets (BTC, growth stocks) -
Sustained stagflation: Build gold/commodity positions - Dollar crisis: Hard assets across the
board
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The temptation is to "do something" — but premature deployment in the wrong direction is far
more costly than the inflation drag on cash. The discipline is waiting for one scenario to gain
decisive evidence before committing.

The Asymmetry Framework

The best trades in this environment are asymmetric — limited downside, significant upside: -
Gold at $4,400 (down 21% from ATH): If stagflation persists, 1970s precedent suggests
significant upside. If war resolves, gold may stabilise but not collapse (central bank demand
provides floor) - Oil positioning: COT data shows extreme bearish positioning (1.9th percentile).
Contrarian signal suggests any positive catalyst could trigger violent short squeeze - Uranium
(nuclear energy): Al data center power demand is structural regardless of war outcome. EIA
projects record US power demand. Supply constrained

Closing Thought

The market is presenting itself as a war trade — oil up, everything else down, wait for ceasefire.
But the deeper story is structural. The stagflationary dynamics now in place won't evaporate
when the shooting stops. Oil may retrace, but CPI at 7%, unemployment at 4.4%, and a trapped
Fed represent economic conditions that persist beyond any single geopolitical event.

The question isn't "when does the war end?" It's: "what does the economy look like on the other
side?"

April 6 will answer the first question. The second one is still being written.

This report is produced by the Sentinel Intelligence System for PFTUI. It represents analytical
frameworks and scenario analysis, not financial advice. Past performance and prediction
accuracy are tracked for model improvement.
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