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The UK’s Sixty-Day Dividend: Cheaper Barrel,

Same Variance

proves the relief lands late.

Washington and Tehran agreed an interim
memorandum on 14 June, with a formal signing
scheduled for 19 June in Switzerland. It extends
the ceasefire by sixty days and commits to
reopening Hormuz; it leaves enrichment limits,
the highly enriched stockpile, sanctions relief
and frozen-asset releases to follow-on talks.
Brent, which traded above $111 in April, has
fallen close to $84 - roughly a quarter off the
mid-May peak - on the prospect of barrels and
tankers returning to the water.

Markets are reading this as a level event:
cheaper oil, lower inflation, an easier Bank. We
read it as a level event too - but only a level
event. The relief is genuine. It is also back-
loaded and conditional, and it does not touch
the structural change we flagged in April.

Take the level channel first, because it is real.
The war premium unwinds. UK power is gas-
marginal, so a lower wholesale gas curve even-
tually clears electricity lower. Favourable
energy base effects pull headline CPI down into
2027. The MPC’s lean-against-second-round-
effects bias - an 8-1 hold on 30 April with one
vote to hike, the first such vote since 2023 -
softens, and the roughly 50bp of tightening the
curve still carries can come out. Ten-year gilts,
which touched 5% in April, have already re-
traced into the mid-4s; the deal extends that
move, easing debt service and restoring a sliver
of fiscal headroom.
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But the relief arrives late. The July price cap
rose 13% to £1,862 from 1 July, set by Ofgem
on 27 May against conflict-period wholesale.
That increase is locked in; the cap delays pass-
through by a quarter and does not absorb it.
The June de-escalation cannot reach the cap
before the Q4 reset - confirmed 26 August -
and current Q4 forecasts still sit close to Q3.
Households and energy-input-sensitive firms
pay the spike now and recover the moderation
slowly. As ever, the consumer meets every
surge in full and little of the easing.

Now the variance, which does not fall with the
level. Two reasons. First, the deal is a sixty-day
instrument with every contentious file de-
ferred; a US strike on 11 June showed how thin
the truce remains. The distribution around the
lower central path stays two-sided and wide -
a path that can be reversed by a single missed
clause. Second, and structurally, the UAE left
OPEC on 1 May. The spare-capacity buffer that
historically halved realised oil-price volatility is
now smaller and less coordinated, whatever
the state of Hormuz. Peace reopens the strait.
It does not rebuild the buffer.

For practitioners the implication is asymmetric.
Gulf marine and war-risk pricing eases as traffic
normalises, but should not collapse to pre-
conflict levels while the agreement is provi-
sional. Trade-credit pricing across construction,
manufacturing, road haulage and hospitality
should reflect a lower central cost path but a
wider distribution through the cycle. The
cheaper barrel is bankable. The calmer one is
not yet on offer.

The US-Iran memorandum is being priced as a clean reversal - Brent off a quarter from its peak, the Strait of Hormuz
reopening, the energy spike fading and the MPC'’s hike bias unwinding. The level relief is real, and an economy that
prices electricity at the gas margin should take it. But a deal that expires in sixty days, defers every hard question, and
does nothing to rebuild the spare-capacity buffer the UAE removed on 1 May lowers the central path without
narrowing the distribution. The UK banks the cheaper barrel. It does not recover the calmer one - and the July cap

60 days

US-Iran ceasefire window

14 June;
June in

Memorandum agreed
scheduled 19
Switzerland. Extends the truce and
reopens Hormuz - but enrichment,
sanctions and frozen assets are de-
ferred to follow-on talks. The relief
is real, and time-boxed.
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Oil war premium unwinds
v
Gas-marginal power clears lower
v

Ofgem cap eases
Q4 at the earliest
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Headline CPI base effects ease
v
MPC hike bias unwinds
v
Gilt yields & term premium ease
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Energy-sensitive credit relief

X OPEC spare-capacity buffer — not
restored. The UAE left OPEC on 1 May.
Variance stays wide even as the level
falls.

THE LEVEL

The market is pricing the memorandum as a clean reversal. We price it as a level event with a sixty-day clock attached. Brent off a
quarter from its peak, Hormuz reopening and a softening MPC bias are real relief, and the UK - structurally short oil variance - should
take it. But the relief is back-loaded and conditional: the July cap locks in the spike until Q4, the deal expires in sixty days with every hard
question deferred, and nothing rebuilds the buffer the UAE took out of OPEC on 1 May. We bring our first BoE cut forward into early
2027, but do not expect the gilt term premium to return to pre-conflict lows on a time-boxed truce - the view we set out in April. Gulf
marine and war-risk pricing eases with Hormuz but should not collapse while the agreement is provisional, and energy-input-sensitive
UK credit should keep a wider distribution through the cycle. The cheaper barrel is the headline. The variance is the position.
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Nature of this communication

This communication (the “Communication”) has been prepared by BlackPoint Economics for informational and analytical purposes only. It constitutes a
marketing communication and is not intended to constitute investment research as that term is defined by applicable regulations. It has not been
prepared in accordance with legal requirements designed to promote the independence of investment research and is not subject to any prohibition on
dealing ahead of its dissemination. The views expressed represent the opinions of BlackPoint Economics at the time of publication and are subject to
change without notice. BlackPoint Economics does not undertake to update or revise any information contained herein.

Not investment advice

The Communication is provided for general informational purposes only and does not constitute, and should not be construed as, investment, legal,
regulatory, tax or accounting advice, nor does it constitute an offer or solicitation to buy or sell any financial instrument or to participate in any particular
trading strategy. Recipients should not rely on the Communication as the basis for any investment decision. All investment decisions should be made
solely on the basis of the investor’s own assessment of their objectives, financial situation and needs, and after taking independent professional advice
where appropriate.

All investments carry risk. The value of investments may fall as well as rise, and investors may receive back less than they invested. Past performance is
not a reliable indicator of future results. Forecasts and projections are inherently uncertain and actual outcomes may differ materially from those
expressed or implied.

Accuracy and reliability

The Communication has been prepared on the basis of publicly available information and sources that BlackPoint Economics considers reliable. BlackPoint
Economics has not independently verified all information contained herein and makes no representation or warranty, express or implied, as to the
accuracy, completeness, fairness or reasonableness of the information, opinions or projections contained in the Communication. BlackPoint Economics,
its officers, employees and associates accept no liability whatsoever for any direct, indirect or consequential loss arising from any use of or reliance on
this Communication or its contents.

Conflicts of interest

BlackPoint Economics may from time to time hold positions in financial instruments referenced in this Communication, or may have provided or may in
the future provide analytical or advisory services to entities referenced herein. Recipients should be aware of this potential conflict of interest when
evaluating the contents of this Communication. BlackPoint Economics operates policies to manage and mitigate conflicts of interest.

Distribution and copyright

This Communication is protected by copyright and is intended solely for the use of the person to whom it is addressed. It may not be reproduced,
redistributed or passed on, in whole or in part, to any other person without the prior written consent of BlackPoint Economics. Unauthorised
reproduction or distribution of this Communication may constitute a violation of applicable law.

Distribution in the United Kingdom

In the United Kingdom, this Communication is directed only at persons who have professional experience in matters relating to investments falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), or high net worth entities falling within
Article 49(2)(a) to (d) of the Order, or other persons to whom it may lawfully be communicated (all such persons together being referred to as “Relevant
Persons”). This Communication must not be acted on or relied on by persons who are not Relevant Persons. BlackPoint Economics is not authorised or
regulated by the Financial Conduct Authority. Nothing in this Communication constitutes a financial promotion for the purposes of the Financial Services
and Markets Act 2000.

Forward-looking statements

This Communication may contain forward-looking statements, forecasts and projections. Such statements involve known and unknown risks and
uncertainties and are based on assumptions and estimates that BlackPoint Economics believes to be reasonable at the time of publication. Actual
outcomes may differ materially from those expressed or implied. No reliance should be placed on any forward-looking statement, and BlackPoint
Economics assumes no obligation to update such statements to reflect events or circumstances arising after the date of this Communication.
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