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Key Takeaways

e Late-cycle conditions historically favour commodities over equities

e Structural US dollar headwinds support real assets

e Gold is shifting from a hedge to a strategic reserve asset

e Copper demand is increasingly driven by electrification and data centres

e Policy-constrained supply raises the floor for industrial metals

e Related Products WisdomTree Physical Gold - EUR Daily Hedged, WisdomTree Physical Gold - GBP
Daily Hedged, WisdomTree Physical Gold, WisdomTree Strategic Metals UCITS ETF - USD Acc,
WisdomTree Energy Transition Metals, WisdomTree Strategic Metals and Rare Earths Miners UCITS
ETF - USD Acc, WisdomTree Copper, WisdomTree Aluminium, WisdomTree Enhanced Commaodity
UCITS ETF - USD Acc, WisdomTree Broad Commodities UCITS ETF — USD Acc Find out more

As the global economy moves into 2026, it is firmly in the late stage of the post-pandemic business cycle.
More than five years on from the COVID-19 recession, growth has moderated but remains resilient. Labour
markets are still relatively tight, inflation pressures have eased without fully disappearing, and financial
conditions, while no longer loosening aggressively, remain broadly supportive. Importantly, neither market
consensus nor WisdomTree’s central scenario anticipates an imminent recession.

This matters for commaodities. Historically, late-cycle environments have been among the most constructive
phases of the business cycle for real assets. As spare capacity diminishes and supply constraints become
more binding, commodity prices have tended to outperform traditional financial assets, even as equity
markets become more sensitive to slowing growth and earnings risk.

Late cycle does not mean late game

Although commodities and equities are both cyclical, their cycles are not synchronised. Equities respond
primarily to earnings expectations and financial conditions. Commaodities, by contrast, respond more
directly to physical supply-demand balances. As expansions mature, underinvestment in new supply
and rising marginal production costs often become more apparent, conditions that historically favour
commodities.
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Figure 1: Performance across different stages of the business cycle

Source: WisdomTree, Bloomberg, S&P. From January 1960 to December 2025. Calculations are based on

monthly returns in USD. Broad commodities (Bloomberg commodity total return index) and US Equities
(S&P 500 gross total return index) data started in Jan 1960. US treasuries (Bloomberg US treasury total
return unhedged USD index) and US corporate bonds (Bloomberg US corporate total return unhedged
USD index) data started in Jan 1973. US high yield bonds (Bloomberg US corporate high yield total return
unhedged USD index) data started in July 1983. Expansion and Recession phases are defined using
the NBER website. To define early and late expansion/recession, the periods are split in half time-wise.
Historical performance is not an indication of future performance, and any investments may go
down in value.

History also suggests that commodities offer asymmetric protection if growth deteriorates unexpectedly.
While equities have typically struggled in the early stages of recessions, commodities have often delivered
returns comparable to US Treasuries, reflecting currency effects, policy responses and the tendency for
supply adjustments to lag demand slowdowns.

Whether the global economy remains in a prolonged late-cycle expansion or transitions into recession
during 2026, the macro backdrop remains supportive for commaodities relative to traditional risk assets.

The US dollar: A structural headwind re-emerges

The outlook for the US dollar reinforces this constructive view. After a modest recovery late in 2025, the
dollar resumed its downward trend in early 2026. While short-term moves continue to reflect interest rate
expectations, the broader trajectory is increasingly shaped by structural pressures.
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Persistent ‘twin deficits’, large fiscal and current-account shortfalls, remain central. The rising interest

burden on US public debt is becoming more constraining, and history suggests that sustained deficit

expansion is typically associated with currency depreciation, albeit with a lag.

Figure 2: US dollar and US twin deficits

% of GDP

o NSwmonNdOwoNTgTOWoOoONSOWON<TWOWOON
O~~~V OO OO OO " e =N
OO OO OO O OO ODOODODOOO0OO OO0 OoO
HrA A A A A A A A A A A A A A AN
—Twin deficits (left) ——Dollar basket (right, lagged 3 years)

2024

Index Value

Source: WisdomTree, Bloomberg, January 1968 - December 2025. Twin Deficit = Current Account + Budget
Deficit as a % of GDP. Dollar Basket (DXY). Historical performance is not an indication of future

performance, and any investments may go down in value.

Beyond macro fundamentals, confidence in the United States as a stable geopolitical anchor has
weakened. Greater reliance on trade policy as a strategic tool and rising uncertainty around security
commitments have encouraged gradual diversification away from US-centric assets. For commodities,

most of which are priced in dollars, this environment is typically supportive, reinforcing their late-cycle

appeal.

Metals: Where structure dominates cyclicality

Within commodities, metals stand out as the clearest expression of structural change.

Gold: From diversifier to pseudo-currency
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Gold’s strongest annual performance since 1979 in 2025 was not simply a cyclical rally. The scale and
persistence of the move increasingly point to a regime shift. Trade fragmentation, rising public debt
burdens, pressure on central-bank independence and a reassessment of global security arrangements
have collectively expanded gold’s role from portfolio diversifier to something closer to a pseudo-currency.

Crucially, this shift is being reinforced by structurally durable sources of demand. Central banks, Chinese
insurance companies, Indian pension funds and non-traditional institutional buyers have all increased
allocations. These forces suggest gold may be transitioning toward a higher long-term equilibrium than
implied by models calibrated on the past three decades of relatively stable globalisation and monetary
credibility.

Copper: Tight today, tighter tomorrow

Industrial metals tell a similar story of structural demand meeting fragile supply. Copper increasingly
reflects long-duration investment cycles tied to electrification, renewable energy, grid expansion and
data-centre infrastructure, rather than short-term fluctuations in global growth.

While China’s property-led commodity supercycle has ended, it has been replaced by sustained demand
from the energy transition and digital infrastructure. On the supply side, long development timelines,

declining ore grades, rising capital costs and growing concentration risk limit the scope for a rapid response.
The result is a market where deficits are increasingly likely to persist, even if cyclical demand moderates.

Policy-managed metals and the exception of oil

Other metals, including aluminium, cobalt and nickel, increasingly behave as policy-sensitive assets.
Production caps, power constraints and export controls have reduced supply elasticity, shifting price
formation away from purely market-driven equilibria toward administratively managed outcomes.

Oil, by contrast, stands apart. Despite elevated geopolitical risk, the market enters 2026 with substantial
inventories and robust non-OPECL1 supply growth. These buffers limit the scope for sustained upside in
the base case, even as headline-driven volatility persists.

Conclusion: Commodities in a structurally changing world

The defining feature of the commodity outlook for 2026 is not cyclical recovery, but structural transforma-
tion. Across metals, supply has become more constrained, more concentrated and more politicised, while
demand is increasingly shaped by electrification, strategic investment and institutional behaviour.

Precious metals have evolved from tactical hedges into strategic reserve assets. Industrial metals are
increasingly linked to long-term infrastructure and energy security themes. Together, these dynamics argue
for a strategic, rather than purely tactical, allocation to commaodities.

In a world defined by late-cycle macro conditions, structural US dollar headwinds and growing policy
intervention, commodities, particularly metals, offer diversification benefits and exposure to long-term
structural change that are increasingly difficult to replicate elsewhere in portfolios.
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1 The Organization of the Petroleum Exporting Countries.
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Important Risks Related to this Article

Important Information

Marketing communications issued in the European Economic Area (“EEA”): This document has
been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the
Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been
issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom
Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as
applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. The information contained in this document is for your general
information only and is neither an oer for sale nor a solicitation of an oer to buy securities or
shares. This document should not be used as the basis for any investment decision. Investments
may go up or down in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should be based on the
information contained in the appropriate prospectus and aer seeking independent investment, tax
and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or
opinions expressed in this communication represent the views of WisdomTree and should not be construed
as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of
any of the views or opinions expressed in this communication. Any decision to invest should be based on
the information contained in the appropriate prospectus and aer seeking independent investment, tax and
legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or any other
step in furtherance of a public oering of shares or securities in the United States or any province or territory
thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or
indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree
does not warrant or guarantee its accuracy or correctness. Where WisdomTree has expressed its own
opinions related to product or market activity, these views may change. Neither WisdomTree, nor any
ailiate, nor any of their respective oicers, directors, partners, or employees accepts any liability whatsoever
for any direct or consequential loss arising from any use of this document or its contents.
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