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A week ago, we shared an overview of the 2026 U.S./lIsrael-Iran War. While we continue to acknowledge the
human cost of war, we must also look further to continue to assess the economic and market implications going
forward. Day-to-day focus is naturally tactical, unpacking military moves and market reactions. But our focus is
now quickly turning to some strategic questions: How quickly does this conflict move to an off-ramp? What factors
are driving this timing? And what are the near-, medium-, and long-term implications for the global economy and
markets? In this Sight|Lines, we seek to answer these questions by sharing four possible scenarios for an end to
this war.

THE TAKEAWAY: THE PATH TO PEACE DEPENDS ON FOUR PARTIES - THE U.S.,
ISRAEL, IRAN’S REGIME, AND THE IRANIAN PEOPLE

The motivations and goals of four distinct parties will define the timing and shape of an off-ramp. In summary:

* Our four scenarios seek to answer the important strategic questions around the form, timing, and impacts of moving
to an off-ramp to an end to the U.S./Israel-Iran war.

* The U.S. looks to be motivated by “Munitions, Markets, and Midterms” to move toward an off-ramp, but Israel’s
motivations to topple the regime and permanently weaken Iran push against a quick end.

* Iran’s regime has survived so far and appears resolute to retaliate forcefully before agreeing to an off-ramp, with the
will of the people a remote factor in a possible regime change.

* The framework is a two-by-two grid, with each dimension shaped by the motivations of the U.S., Israel, and Iran.

e Scenario 1 — Managed Off-Ramp: All parties want to pursue peace, and a face-saving stand-down emerges over
weeks, allowing shipping to normalize, oil prices to recede, and markets to calm ... at least some.

e Scenario 2 — Shadow War: While the U.S. and Israel declare victory and stand down aggressive offensive operations,
Iran continues to fight, leading to intermittent exchanges that go on for months, impacting markets.

e Scenario 3 — Severe Tail: The conflict continues for months, with no side seeking peace, impairing the global flow of
oil, causing inflation to spike and market volatility to continue against a backdrop of potential deflation.

* Scenario 4 — Regime Change: Over months, the Iranian regime is weakened and offers to start peace negotiations,
but Israel convinces the U.S. to continue the fight in order to topple the regime, with the remote chance the Iranian
people organize an uprising to help from within the country.


https://vimeo.com/stifel/sightlines-031326
https://omny.fm/shows/stifel-sightlines/unpacking-motivations-four-scenarios-to-an-end-to-the-war-with-iran
https://www.stifel.com/newsletters/adgraphics/InSight/Sightlines/2026/SL030626.pdf

IN-DEPTH: THE PATH TO PEACE DEPENDS ON FOUR DISTINCT PARTIES WITH DIFFERING
MOTIVATIONS - THE U.S., ISRAEL, IRAN’S REGIME, AND THE PEOPLE OF IRAN

The motivations and goals of four distinct parties, often with differing views, will define the timing and shape of an off-ramp to an
end to this war. Going deeper:

e Qur four scenarios seek to answer three important strategic questions about when the war will end, and their impact:
0 How quickly does this conflict move to an off-ramp?
0 What factors are driving this timing?
0 And what are the near-, medium-, and long-term implications for the global economy and markets?
e We must be mindful that the U.S. and Israel can have contrasting goals that will influence off-ramp decisions:
o The U.S. appears increasingly motivated by a depletion of munitions, impacts on markets, and positioning for midterms.
o Israel’s pursuit of regional hegemony — through regime change and a weakened Iran — may push against a quick end.
* Iran’s regime has survived so far and appears resolute to retaliate forcefully:
o Officials have rejected calls for peace negotiations, and there have been no signs of an uprising from the Iranian people.

* The framework is a two-by-two grid, with each dimension shaped by the motivations of the U.S., Israel, and Iran.

 Scenario 1 — Managed Off-Ramp takes weeks; then energy prices fall and markets calm:
o The U.S. is motivated by “Munitions, Markets, and Midterms,” and Israel agrees.
o Perhaps the result of a significant weakening in its military, the regime reluctantly agrees to enter peace negotiations.
 Scenario 2 — Shadow War can happen quickly, but markets remain shaken by intermittent exchanges that go on for months:
0 Motivated by “Munitions, Markets, and Midterms,” the U.S. declares victory and ceases offensive operations.
o Peace negotiations begin but no deal is formally struck, and Iran launches intermittent attacks in the region.
* Scenario 3 — Severe Tail anticipates the war continuing for many months, with inflation rising and bouts of market volatility:
o Iran continues attacks that keep the U.S. from stepping back, with the Strait of Hormuz a key battleground.
o Unfortunately, as defensive systems are destroyed or depleted, Iran’s attacks cause significant destruction.
* Scenario 4 — Regime Change would likely take many months and translate to higher inflation and volatile markets:

o0 In this scenario, the regime is weakened and pursues peace to survive and fight another day.
0 But Israel sees the opportunity for regime change and convinces the U.S. to continue the fight.
o There’s a remote chance that, with a weakened regime, the Iranian people rise up and help install a new government.

WHAT WE THINK

War is horrible, and the cost of human lives and destruction must stay front of mind. But, as investors, we are also called to try to
understand the impact of war on the economy and markets. With the current conflict, the focus is appropriately on the global oil
supply and the movement of that supply, which has been greatly impacted by this war. Prices will rise in March and April, setting
up foran increase in inflation and a softening of economic growth. But the real question is: How long will this go on? A relatively
quick end — over weeks — could bring prices back down when the production and movement of oil get back toward normal.

When we share scenarios, we are asked our view on which one we think will happen. In this case, we apply a 50% probability to
Scenario 1, a 25% probability to Scenario 2, a 15% probability to Scenario 3, and a 10% probability to Scenario 4.

Michael P. O’Keeffe, CFA [f}]
Chief Investment Officer

michael.okeeffe@stifel.com
Stifellnsights.com

| MARKET

SIGHTLINES



https://www.linkedin.com/in/michael-o-keeffe-64352025/
http://www.stifelinsights.com
mailto:michael.okeeffe@stifel.com

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a
complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions
expressed are subject to change without notice and do not take into account the particular investment objectives, financial situation,

or needs of individual investors. There is no guarantee that the figures or opinions forecasted in this report will be realized or achieved.
Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times, release written or oral commentary, technical
analysis, or trading strategies that differ from the opinions expressed within. Past performance is no guarantee of future results. Indices are
unmanaged, do not reflect fees or expenses, and you cannot invest directly in an index.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated
with international investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets
may involve greater risk and volatility than investing in more developed countries. Due to their narrow focus, sector-based investments
typically exhibit greater volatility. Small company stocks are typically more volatile and carry additional risks, since smaller companies
generally are not as well established as larger companies. Property values can fall due to environmental, economic, or other reasons, and
changes in interest rates can negatively impact the performance of real estate companies. When investing in bonds, it is important to

note that as interest rates rise, bond prices will fall. The Standard & Poor’s 500 index is a capitalization-weighted index that is generally
considered representative of the U.S. large capitalization market. The Bloomberg software index is a price-weighted index of software
companies located or doing significant business in the Silicon Valley. The Bloomberg Insurance Hedge Fund Index represents the average
performance of hedge funds, as defined by the Bloomberg Hedge Fund Classifications. This index is NOT FOR USE AS A FINANCIAL
BENCHMARK. The Bloomberg 500 Financials Total Return Index tracks the financial sector within Bloomberg 500 Universe. This index
includes 87 constituent companies spanning various financial services sectors. The Dow Jones Industrial Average (DJIA) is a price-weighted
average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the NASDAQ. The DJIA was invented by Charles

Dow back in 1896. The MSCI EAFE index (Europe, Australasia, and the Far East) is a free float-adjusted market capitalization index that is
designed to measure the equity market performance of developed markets, excluding the U.S. and Canada. VIX is a trademarked ticker
symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the implied volatility of S&P 500 index
options. The risk of loss in trading commodities and futures can be substantial. You should therefore carefully consider whether such
trading is suitable for you in light of your financial condition. The high degree of leverage that is often obtainable in commodity trading can
work against you as well as for you. The use of leverage can lead to large losses as well as gains. Volatility is measured by calculating the
standard deviation of the annualized returns over a given period of time.
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