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Key Takeaways

e  Strategic metals rebounded sharply in 2025, driven by supply discipline rather than speculative
demand, with lithium leading the recovery after years of oversupply.

e Lithium prices surged over 120% since mid-2025, supported by mine closures, slower project devel-
opment, strong ESS demand, and China’s move to cut VAT export rebates on batteries.

e Cobalt markets tightened after DRC intervention, including export bans, quota systems and stricter
enforcement, helping lift prices from multi-year lows.

e Copper supply was hit by widespread disruptions, led by the Grasberg mine accident, pushing the
market into deficit and supporting higher prices.

* Indonesia signalled a potential nickel output slowdown for 2026, marking a strategic shift toward price
support and controlled supply growth.

* Related Products WisdomTree Strategic Metals UCITS ETF - USD Acc, WisdomTree Energy Transition
Metals Find out more

After several years of oversupply and weak sentiment, strategic metals staged a powerful comeback
in 2025. What began as tentative price stabilisation turned into a broad-based rebound, driven not by
exuberant demand alone, but by deliberate supply restraint, policy intervention and structural shifts in
energy demand.

From lithium to cobalt, copper and nickel, 2025 marked a turning point — one that may define the next
phase of the energy transition.

Strategic metals rebound

Years of oversupply and scepticism around energy transition materials weighed heavily on strategic metals
between 2022 and 2024. That narrative flipped in 2025.

The WisdomTree Energy Transition Metals Commodity UCITS Index TR delivered its strongest perfor-
mance since 20091, rising 38% and outperforming the Bloomberg Commaodity Industrial Metals Index
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by 17 percentage points. WisdomTree Energy Transition Metals Commodity UCITS Index TR provides
exposure to the following 10 metals: Aluminium, Zinc, Nickel, Lead, Copper, Silver, Platinum, Tin, Cobalt,
Lithium Hydroxide. Investor interest in WisdomTree Strategic Metals UCITS ETF which tracks this index
surged, reflecting renewed conviction in the role of critical materials. WisdomTree Strategic Metals UCITS
ETF is the only UCITS ETF that gives investors exposure to lithium and cobalt.

Source: WisdomTree, Bloomberg. Data as of 31/12/2025. WisdomTree Energy Transition Metals Com-
modity Index TR and WisdomTree Battery Metals Commodity Index TR went live on 3rd February 2022.
Backtested indices apply February 2022 weights historically. Historical performance is not an indication of
future performance and any investments may go down in value.

This re-rating coincided with the year artificial intelligence entered the mainstream, driving a step-change
in power demand. The energy transition has increasingly become an “energy addition” story — the world
needs more of every energy source, not fewer. That is particularly true for power (electricity) and the metals
that enable electrification are seeing a boost in demand. The metals in the index reflect this reality, with
weightings influenced by both transition/addition relevance and market balance. Oversupplied metals are
penalised; tightening markets are rewarded.

Crucially, 2025 was also the year supply discipline returned.

Lithium: the latest strategic metal to break out

Lithium has been the standout performer. Prices have rallied more than 120% since July 2025, including a
60% surge in just the first two weeks of 2026. After falling almost continuously from the 2022 pealk, lithium
finally found its floor in mid-2025 and the recovery since then has been swift.
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Source: WisdomTree, Bloomberg, LME Lithium Hydroxide CIF (Fastmarkets MB). Janaury 2025 to January
2026. Historical performance is not an indication of future performance and any investments may
go down in value.

Supply discipline meets resilient demand

The second-half 2025 rebound was fundamentally driven, rather than speculative. By mid-year, prices had
fallen deep into the global cost curve, forcing producers to react. Several Australian miners downgraded

production guidance or placed assets into care and maintenance as spot prices slipped below sustainable
levels. Refining ramp-ups slowed, new project investment was delayed, and the market began to rebalance.

A key catalyst arrived when Contemporary Amperex Technology Co, CATL suspended mining operations
in Jiangxi province, raising concerns over regional supply availability. That shock helped restore confidence
in the underlying market balance and became a critical driver of the late-2025 price recovery.

On the demand side, while electric vehicle (EV) sales attracted most of the headlines, energy storage
system (ESS) demand surged faster than expected. By late 2025, inventories had tightened materially. A
sharp futures rally followed, prompting exchanges to impose position limits, higher margins and increased
transaction fees to prevent a disorderly short squeeze.

China’s tax policy adds fuel to the rally

More recently, China introduced a major policy shift. The Ministry of Finance and State Taxation Adminis-
tration announced that VAT export rebates for battery products — including lithium batteries — will be:

e Reduced from 9% to 6% from 1 April 2026

* Fully eliminated from 1 January 2027
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This follows earlier cuts from 13% to 9% in late 2024 and forms part of broader “anti-involution” policies
aimed at curbing destructive price competition.

The impact has been immediate. Exporters are front-loading shipments ahead of rebate reductions, lifting
near-term battery output and boosting demand for upstream materials such as lithium carbonate. Chinese
lithium carbonate futures jumped sharply in early January 2026 as well.

Importantly, the spodumene market now looks tighter than lithium carbonate, with deficits expected in
2026. This increases volatility risks for lithium hydroxide, which relies heavily on spodumene feedstock
and underpins the futures contract tracked by our index (see below).

Cobalt: policy intervention takes centre stage

Cobalt exemplifies this shift. The Democratic Republic of Congo (DRC) supplies more than 70% of global
cobalt production, giving it unparalleled influence over the market.

Why the DRC stepped in

By early 2025, cobalt prices had fallen to a nine-year low of around $10 per pound, as supply growth far
outpaced demand. Inventories ballooned, eroding producer revenues.
A multi-step supply reset

The DRC responded decisively:

e February 2025: A four-month suspension of all cobalt exports — industrial, artisanal and semi-indus-
trial.

e Mid-2025: The ban was extended by three months as inventories remained elevated.

e October 2025: The country shifted from a blanket ban to a quota-based export system, designed to
smooth supply rather than halt it entirely.

e Stricter enforcement: Penalties were introduced for quota breaches, including banning non-compliant
firms.

These measures helped lift prices, draw down inventories and bring supply closer in line with demand.
Strategically, the DRC also aims to encourage domestic processing and improve its pricing power in global
supply chains.

That said, tensions remain. While Glencore supports quota-based management, CMOC has pushed for
looser restrictions. There are also concerns that prolonged controls could increase smuggling or supply
chain distortions.

Copper: a year of disruptions

Copper markets tightened sharply in 2025 as production setbacks accumulated across multiple regions.
Global concentrate supply undershot expectations, pushing the market into a material deficit.
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Grasberg: the defining shock

The most consequential event occurred at Grasberg, one of the world’s largest copper mines. In September
2025, a severe mudslide struck the underground Block Cave operation, killing workers and forcing
Freeport-McMoRan to declare force majeure. The mine is not expected to come back online fully until
2027.

Analysts estimate the disruption could remove 250,000-260,000 tonnes of copper output in both 2025 and
2026, with total lost supply potentially exceeding 500,000 tonnes. The incident triggered immediate price
pressure and underscored the vulnerability of copper supply to single-asset risks.

Disruptions elsewhere

Grasberg was not alone. Chile suffered power outages and a fatal tunnel collapse at El Teniente. Peru
faced temporary closures due to social unrest. Accidents in Kazakhstan, China and Canada, alongside
wildfire disruptions in North America, compounded the tightness.

Nickel: Indonesia signals a strategic shift

Nickel may be next. Indonesia accounts for around 65% of global nickel production, but officials have
confirmed plans to slow output growth in 2026 as a deliberate intervention.

Energy and Mineral Resources Minister Bahlil Lahadalia has framed the move as a way to support prices,
curb oversupply and manage resource depletion amid rising inventories and weak pricing.

At the centre of the strategy is Indonesia’s RKAB system, which caps mining output. Reports suggest the
2026 nickel ore quota could be cut to around 250 million tonnes, roughly 30—35% below 2025 target levels.
If implemented, this would mark a significant break from decades of aggressive expansion.

Conclusion: a new phase for strategic metals

What unites lithium, cobalt, copper and nickel is not just stronger demand — it is the return of supply
discipline. Governments and producers alike are showing a growing willingness to intervene, constrain
output and protect long-term value.

For strategic metals, 2025 may be remembered as the year the cycle turned — from abundance at any
cost to balance by design. 2026 is when we expect these trends to be amplified.

1 While the index technically only started in January 2024, its sister index, WisdomTree Energy Transition
Metals Commaodity Index TR, has live history since February 2022 and backtested performance prior to
that using February 2022 weights.
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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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