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Oil: Watch for Geo-political Flares

Oil; OPEC Imposed Supply Restraints had already Accentuated Stickiness
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“If you only knew the power of the dark side.” — Darth Vader, Star Wars: The Empire Strikes Back

e The To be sure, a geopolitically-charged surge in oil prices past $100-120 is not imminently
unavoidable in the wake of the Israel-Hamas war. But equally, the real and present danger of a geo-
political flare-up in Oil is concealed under the illusion of a controlled war. Especially given it is
further accentuated by pre-existing, engineered supply tightness.

e In fact, despite the absence of first order supply (production or distribution) impact from the Israel-
Hamas war, threat of upside volatility in Qil alongside “stickiness” that props crude prices above
corresponding demand levels, is far more pronounced.

e Although, the nuanced point was that it would take identifiable, proximate, threats of supply
disruption of a significant magnitude to catalyze such an order of Oil price agitation; for Brent
crude to surge to, and perhaps surpass, the $100-120 range.

e Especially given that with markets not only de-sensitized to geo-political risks, but arguably
beginning to fret potential for global demand downturn, there may be inherent resistance to being
swept into an indiscriminate, panic-driven squeeze of crude prices.
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e But that said, the current restraint in oil prices is highly conditional on the conflict not spilling
over more widely as a Middle East conflict; which would threaten to intensify risks of actual
disruption to supply; be it from production interrupted and/or exports impeded.

e To that end, any military spill-over will arguably be the first trigger for Oil bulls to get agitated,
with markets becoming primed for more pronounced surge in Oil.

e Specifically, Israel increasingly alluding to not just the complicity, but overt culpability, of Iran,
poses rising risks that Qil’s upside will be amplified if /ran is subject to tightening sanctions, or
worse, drawn into an armed conflict.

e The former, milder iteration involves measured setback to Iranian supply (by ~S00KBpD to
1MBpD); depending on whether output is merely rolled back or sharply tightened. This may result in
crude prices being squeezed up another 5-10% to ($95-100 Brent).

e Whereas a more acute version involving open conflict with, but not confined to, Iran (and likely
Hezbollah) opens up $120+ risks; as threat of production shortfall are exacerbated by serious threats
to crude’s passage through the Straits of Hormuz being disrupted.

e All said, $100-120 crude is not our prevailing base case. But it is a significant and growing risk;
with increasingly fraught geo-politics in the Middle East raising threats of sanctions and military

miscalculations. Such is the compelling “power of the dark side” of geo-politics.

e More so, as engineered supply tightness by the OPEC+ and Saudi’s Budget preference for $100+
oil amplify Oil price sensitivities to adverse geo-political supply shocks. Especially as it may also
forestall pre-emptive OPEC supply (increase) response to soften the blow, given mis-aligned

economic and geo-political incentives.
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Important Information

This publication has been prepared by Mizuho Bank, Ltd. (“Mizuho”) and represents the views of the author. It has not been prepared by an
independent research department and it has not been prepared in accordance with legal requirements in any country or jurisdiction designed
to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of
investment research.

Disclaimer

Unless otherwise stated, all views or opinions herein are solely those of the author(s) as of the date of this publication and are not to be
relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient, and are subject to change without notice.
This publication has been prepared by Mizuho solely from publicly available information. Information contained herein and the data
underlying it have been obtained from, or based upon, sources believed by us to be reliable, but no assurance can be given that the
information, data or any computations based thereon are accurate or complete. This publication provides general background information
only. It is information in summary form and does not purport to be complete. This publication has been prepared for information purposes
only and is not intended by Mizuho or its affiliates to constitute investment, legal, accounting, tax or other advice of any kind and all recipients
of this publication are advised to contact independent advisors in order to evaluate the publication, including, without limitation, the suitability
of any security, commodity, futures contract or instrument or related derivative (hereinafter, a “financial instrument”), product or strategy
herein described. This publication is not intended to be relied upon as advice to investors or potential investors and does not take into
account investment objectives, financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients
within the meaning of the United Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US,
Japanese, Singapore or any other applicable securities laws.

This publication has been prepared for information purposes only and is not intended by Mizuho to market any financial instrument, product
or service or serve as a recommendation to take or refrain from taking any particular course of action or participate in any trading or other
strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or any of the assets, businesses
or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading or other strategy, nor a
disclosure document under applicable laws, rules, regulations or guidelines. Nothing contained herein is in any way intended by Mizuho or its
affiliates to offer, solicit and/or market any financial instrument, product or service, or to act as any inducement to enter into any contract or
commitment whatsoever. Neither the author, Mizuho nor any affiliate accepts any liability whatsoever with respect to the use of this
publication or its contents or for any errors or omissions herein.

Mizuho and its affiliates, connected companies, employees or clients may take the other side of any order by you, enter into transactions
contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any
securities mentioned herein or derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of
those securities or financial instruments.

All of the information contained in this publication is subject to further modification without prior notice and any and all opinions, forecasts,
projections or forward-looking statements contained herein shall not be relied upon as facts nor relied upon as any indication of future
results. Opinions stated in this publication are subject to change without notice. Future results may materially vary from such opinions,
forecasts, projections or forward-looking statements. The information contained in this publication may not be current due to, among other
things, changes in the financial markets or economic environment. Mizuho has no obligation to update any information contained in this
publication. Past performance is not indicative of future performance.

This is a strictly privileged and confidential publication. This publication contains information addressed only to a specific individual and is not
intended for distribution to, or use by, any person other than the named addressee or any person or entity in any jurisdiction or country where
such distribution or use would be contrary to law or regulation. Save with Mizuho’s prior written consent, you may not disclose, divulge,
reproduce or furnish any information contained herein to any other party. Please notify the sender immediately if you have mistakenly
received this publication.

Singapore: Mizuho is licensed as a bank under the Banking Act (Chapter 19) of Singapore, and is regulated by the Monetary Authority of
Singapore.

Japan: Mizuho is authorised and regulated by the Financial Services Agency of Japan.

United Kingdom / European Economic Area: In the UK, Mizuho is authorised by the Prudential Regulation Authority and subject to regulation
by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of MHBK's regulation
by the Prudential Regulation Authority are available upon request. This publication may also be distributed by Mizuho International plc (“MHI”).
MHI is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority.

United States: This publication is not a “research report” as defined in Commodity Futures Trading Commission (“CFTC”) Regulations 1.71
and 23.605. The content of publications distributed by Mizuho Securities USA Inc. (‘“MSUSA”) is the responsibility of MSUSA. The content of
publications distributed directly to US customers by Mizuho is the responsibility of Mizuho. US investors must effect any order for a security
that is the subject of this report through MSUSA.
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