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Conflict in Iran and falling tariffs
Emerging Markets Insights

Three things we are thinking about today:

1. Conflict in Iran: Operation Epic Fury and President Trump’s goal of regime change in Iran raises the risk of a sustained military
campaign as opposed to a time limited, contained exchange. For markets, the escalation and disruption of energy and logistics
infrastructure is resulting in a higher equity risk premium. The closure of the Straits of Hormuz is a concern and increases the risks to
inflation, if closure is sustained. With selected emerging markets (EM) at all-time highs, a pull-back is likely inevitable, but a correction
beyond 10% is dependent on how events unfold.

2. US tariffs: China is the biggest beneficiary of the US Supreme Court’s decision to block President Trump’s use of the International
Emergency Economic Powers Act to impose tariffs. The ruling invalidates the 10% fentanyl and 10% reciprocal tariffs imposed on China.
Although Trump responded by imposing Section 122 tariffs, the US effective tariff rate declined to an estimated 14% from 16%" and
China’s effective tariff declined to 19% from 29%.2

3. China National People's Congress (NPC): The annual NPC will commence on March 5. The primary focus for investors will likely be
on tone from China'’s top leadership. Specifically, whether policy doubles down on technology competition with the United States or
emphasizes economic rebalancing and anti-involution. Attention will also focus on the 2026 GDP growth forecast, which may be cut to
4.5%-5% and the allocation of more than US$4 trillion in annual local and central government spending.

Exhibit 1: Security Emerged as Policy Focus Area in China’s 2021-2025 Plan
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Source: Asia Society, National Development and Reform Commission.
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Outlook

We see renewed interest—and optimism—in EM equities year-to-date, as shown by capital inflows and improving sentiment. In
comparison to developed markets, EMs look relatively attractive and offer exposure to both domestic and external growth opportunities.

Several macroeconomic factors are contributing to this constructive outlook. Expectations for further US interest rate cuts and a
potentially weaker US dollar are especially supportive, as EM assets historically benefit from easier global financial conditions and dollar
softness. Earnings dynamics are also improving in parts of EMs. Domestic fundamentals have strengthened in recent years, providing
economies with room to ease policy to support consumption.

Structural themes underpin the above, adding another dimension to the optimism we carry. Technology-heavy markets in Asia are
benefiting from the global Al and semiconductor investment cycle, which has strengthened export demand and corporate profitability.
Chinese industrial companies are benefitting from robust export demand to markets outside the United States, providing an offset to
softer domestic dynamics.

Market review

EM equities rose in February 2026. Trade headlines re-entered the picture, with the US Supreme Court overturning tariffs imposed by
Trump. For the month, the MSCI EM Index returned 5.51% while the MSCI World Index delivered a more moderate return of 0.76%.

Equities in the emerging Asia region advanced overall. Asia’s technology stocks saw chip-related names in South Korea and Taiwan
jump, but major technology platforms in China were pressured. Indian equities gained, but performance was curtailed by software
services firms, which declined amid concerns that Al could disrupt their business models. Equities in the emerging Europe, Middle East
and Africa region achieved moderate gains. Equities in the emerging Latin America (LatAm) region also advanced, but performance was
uneven across countries.

Endnotes
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2.

Source: Editorial: Capitalize Budget..
Source: BCA Research.

Index Definitions

Past performance is not an indicator or a guarantee of future performance. Indexes are unmanaged and one cannot invest directly in an index. Important data provider notices and
terms available at www.franklintempletondatasources.com.

1.

The MSCI All Country World Index is a free float-adjusted, market capitalization-weighted index designed to measure the equity market performance of global developed and
emerging markets.

2. The MSCI Brazil Index is designed to measure the performance of the large- and mid-cap segments of the Brazilian market.

3. The MSCI China Index captures large- and mid-cap representation across China A shares, H shares, B shares, Red chips, P chips and foreign listings (e.g., ADRS).

4. The MSCI EM Asia ex Japan Index captures large- and mid-cap representation across two of three developed markets (DM) countries (excluding Japan) and eight emerging
markets (EM) countries.

5. The MSCI EM Latin America Index captures large- and mid-cap representation across five emerging markets (EM) countries in Latin America.

6.  The MSCI EM EMEA Index captures large- and mid-cap representation across 11 emerging markets (EM) countries in Europe, the Middle East and Africa (EMEA).

7. The MSCI EM Index is a free float-adjusted, market capitalization-weighted index designed to measure the equity market performance of global emerging markets.

8. The MSCI India Index is designed to measure the performance of the large- and mid-cap segments of the Indian market.

9. The MSCI Mexico Index is designed to measure the performance of the large- and mid-cap segments of the Mexican market.

10.  The MSCI South Korea Index is designed to measure the performance of the large- and mid-cap segments of the South Korean market.

11. The MSCI Turkey Index is designed to measure the performance of the large- and mid-cap segments of the Turkish market.

12. The MSCI World Index captures large- and mid-cap representation across 23 developed market countries.
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Templeton Global Investments

Local knowledge, global reach 70+ portfolio
In a sea of overlooked and under-researched companies, there’s no substitute for local managers and
market knowledge. Our on-the-ground investment team of 70+ portfolio managers and research analysts
analysts across nearly 17 countries distinguishes Templeton Global Investments from the

crowd. Investors benefit from our networks of local business contacts, access to in-person 1 9 years on average
company visits and real time response to local market events. of industry experience

Our global reach through Franklin Templeton Investments provides access to

sophisticated risk management and trading resources. Portfolio management collaborates
closely with the Investment Risk Management Group, which provides detailed risk with Franklin Templeton
analytics to complement the team’s assessment of risk exposures.

11 years on average

WHAT ARE THE RISKS?
All investments involve risks, including possible loss of principal.
Equity securities are subject to price fluctuation and possible loss of principal.

International investments are subject to special risks, including currency fluctuations and social, economic and political uncertainties, which could increase
volatility. These risks are magnified in emerging markets. Investments in companies in a specific country or region may experience greater volatility than
those that are more broadly diversified geographically.

The government’s participation in the economy is still high and, therefore, investments in China will be subject to larger regulatory risk levels compared to
many other countries.

There are special risks associated with investments in China, Hong Kong and Taiwan, including less liquidity, expropriation, confiscatory taxation,
international trade tensions, nationalization, and exchange control regulations and rapid inflation, all of which can negatively impact the fund. Investments in
Taiwan could be adversely affected by its political and economic relationship with China.

Any companies and/or case studies referenced herein are used solely for illustrative purposes; any investment may or may not be currently held by any
portfolio advised by Franklin Templeton. The information provided is not a recommendation or individual investment advice for any particular security,
strategy, or investment product and is not an indication of the trading intent of any Franklin Templeton managed portfolio.

Investment strategies that incorporate the identification of thematic investment opportunities may be negatively impacted if the investment manager does not
correctly identify such opportunities or if the theme develops in an unexpected manner.

Active management does not ensure gains or protect against market declines.
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IMPORTANT LEGAL INFORMATION

This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or
solicitation to buy, sell or hold any security or to adopt any investment strategy. It does not constitute legal or tax advice. This material may
not be reproduced, distributed or published without prior written permission from Franklin Templeton.

The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication date
and may change without notice. The underlying assumptions and these views are subject to change based on market and other conditions
and may differ from other portfolio managers or of the firm as a whole. The information provided in this material is not intended as a complete
analysis of every material fact regarding any country, region or market. There is no assurance that any prediction, projection or forecast on
the economy, stock market, bond market or the economic trends of the markets will be realized. The value of investments and the income
from them can go down as well as up and you may not get back the full amount that you invested. Past performance is not necessarily
indicative nor a guarantee of future performance. All investments involve risks, including possible loss of principal.

Any research and analysis contained in this material has been procured by Franklin Templeton for its own purposes and may be acted upon
in that connection and, as such, is provided to you incidentally. Data from third party sources may have been used in the preparation of this
material and Franklin Templeton ("FT") has not independently verified, validated or audited such data. Although information has been
obtained from sources that Franklin Templeton believes to be reliable, no guarantee can be given as to its accuracy and such information
may be incomplete or condensed and may be subject to change at any time without notice. The mention of any individual securities should
neither constitute nor be construed as a recommendation to purchase, hold or sell any securities, and the information provided regarding
such individual securities (if any) is not a sufficient basis upon which to make an investment decision. FT accepts no liability whatsoever for
any loss arising from use of this information and reliance upon the comments, opinions and analyses in the material is at the sole discretion
of the user.

Franklin Templeton has environmental, social and governance (ESG) capabilities; however, not all strategies or products for a strategy
consider “ESG” as part of their investment process.

Products, services and information may not be available in all jurisdictions and are offered outside the U.S. by other FT affiliates and/or their
distributors as local laws and regulation permits. Please consult your own financial professional or Franklin Templeton institutional contact for
further information on availability of products and services in your jurisdiction.

Brazil: Issued by Franklin Templeton Investimentos (Brasil) Ltda., authorized to render investment management services by CVM per Declaratory Act n. 6.534, issued on
October 1, 2001. Canada: Issued by Franklin Templeton Investments Corp., 200 King Street West, Suite 1400 Toronto, ON, M5H3T4, Fax: (416) 364-1163, (800) 387-
0830, www.franklintempleton.ca. Offshore Americas: In the US, this publication is made available by Franklin Templeton, One Franklin Parkway, San Mateo, California
94403-1906. Tel: (800) 239-3894 (USA Toll-Free), (877) 389-0076 (Canada Toll-Free), and Fax: (727) 299-8736. US: Franklin Templeton, One Franklin Parkway, San
Mateo, California 94403-1906, (800) DIAL BEN/342-5236, franklintempleton.com. Investments are not FDIC insured; may lose value; and are not bank guaranteed.

Issued in Europe by: Franklin Templeton International Services S.ar.I. - Supervised by the Commission de Surveillance du Secteur Financier — 8A, rue Albert Borschette,
L-1246 Luxembourg - Tel: +352-46 66 67-1, Fax: +352 342080 9861. Poland: Issued by Templeton Asset Management (Poland) TFI S.A.; Rondo ONZ 1; 00-124 Warsaw.
Saudi Arabia: Franklin Templeton Financial Company, Unit 209, Rubeen Plaza, Northern Ring Rd, Hittin District 13512, Riyadh, Saudi Arabia. Regulated by CMA. License
no. 23265-22. Tel: +966-112542570. All investments entail risks including loss of principal investment amount. South Africa: Issued by Franklin Templeton Investments SA
(PTY) Ltd, which is an authorized Financial Services Provider. Tel: +27 (21) 831 7400, Fax: +27 10 344 0686. Switzerland: Issued by Franklin Templeton Switzerland Ltd,
Talstrasse 41, CH-8001 Zurich. United Arab Emirates: Issued by Franklin Templeton Investments (ME) Limited, authorized and regulated by the Dubai Financial Services
Authority. Dubai office: Franklin Templeton, The Gate, East Wing, Level 2, Dubai International Financial Centre, P.O. Box 506613, Dubai, U.A.E. Tel: +9714-4284100, Fax:
+9714-4284140. UK: Issued by Franklin Templeton Investment Management Limited (FTIML), registered office: Cannon Place, 78 Cannon Street, London EC4N 6HL. Tel:
+44 (0)20 7073 8500. Authorized and regulated in the United Kingdom by the Financial Conduct Authority.

Australia: Issued by Franklin Templeton Australia Limited (ABN 76 004 835 849) (Australian Financial Services License Holder No. 240827), Level 47, 120 Collins Street,
Melbourne, Victoria 3000. Hong Kong: Issued by Franklin Templeton Investments (Asia) Limited, 62/F, Two IFC, 8 Finance Street, Central, Hong Kong. Japan: Issued by
Franklin Templeton Investments Japan Limited. Korea: Franklin Templeton Investment Advisors Korea Co., Ltd., 3rd fl., CCMM Building, 101 Yeouigongwon-ro,
Yeongdeungpo-gu, Seoul, Korea 07241. Malaysia: Issued by Franklin Templeton Asset Management (Malaysia) Sdn. Bhd. & Franklin Templeton GSC Asset Management
Sdn. Bhd. This document has not been reviewed by Securities Commission Malaysia. Singapore: Issued by Templeton Asset Management Ltd. Registration No. (UEN)
199205211E, 7 Temasek Boulevard, #26-03 Suntec Tower One, 038987, Singapore.

Please visit www.franklinresources.com to be directed to your local Franklin Templeton website.
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