February Monthly Economic Market Wrap
Troy Theobald

Founding Partner

General advice warning:

The information in this update is of a general advice nature only and has been prepared without taking
into account your personal objectives, financial situation or needs. Because of that, you should,
before acting on the advice, consider the appropriateness of the advice, having regard to those things.
Past performance is not a reliable indicator of future performance and should not be relied upon.
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It has been an eventful first month (and some change) to the year. We've
had Trump’s Greenland saga cool off somewhat, a surprise boost in
inflation which led to a rate rise, employment figures holding strong both
here and in the US, a boom and then correction for silver and other rare
earths, declining inflation and improving economic sentiment in Europe,
and continued outperformance in Japan and small caps and emerging

markets.
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Trump has seemingly backed off his rhetoric around taking Greenland.
Likely a combination of retaliatory tariff threats from Europe, European
pension funds threatening to exit the US and a lack of public support.

Survey taken from the 9"-12" of January:

Americans Oppose Taking
Greenland One Way or the Other

Share of U.S. adults saying they support/oppose the
U.S. taking control of Greenland in the following ways

M Support Not sure M Oppose

Using military force to take control of Greenland
All

——

Republicans s
Paying Greenland residents to encourage secession from Denmark

Al o
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s =

1,599 U.S. adults surveyed Jan. 9-12, 2026; breakdown by party ID includes leaners
Sources: YouGov, The Economist

statista %

While some may believe the attempted takeover of Greenland was
retribution for not being awarded the Nobel Peace Prize, it was largely

touted as a strategic move to defend the Arctic and procure precious
metal mines.
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Silver has experienced exceptional price movement this past month: up
more than ~15 % month-on-month and ~170 % year-on-year through
early February 2026, with the spot price around ~US$87/0z (Contract for
Difference (CFD) data). It briefly reached all-time highs near ~$121+ per
ounce in late January.

Around 30 January 2026, silver collapsed sharply intra-session — down
~30—-40 % from its peak to lows near ~$75—$80. This was one of the
most dramatic short-term drawdowns in recent precious metals history,
driven by:

e Speculative positioning and rapid momentum trading
e Fund outflows and forced liquidations

e Macro catalyst shifts (e.g. expectations around U.S. Fed

policy)
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The demand in silver largely comes from strong industrial demand
(electronics, solar, Electric Vehicles (EV)) — silver has significant
industrial use (=65 % of demand). As well as investment and safe-haven
flows during geopolitical uncertainty.

Silver as an asset does not, however, generate income.
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Unlike precious metals, rare earths and strategic technology metals
(neodymium, praseodymium, dysprosium, etc.) are priced and traded in
very different markets (often by tonne and not liquid exchange futures).

Neodymium, a key heavy rare earth used in permanent magnets for EV
motors and wind turbines, has risen by around ~28 % over the last

month and is nearly ~90 % higher year-on-year on reported data (prices
quoted in Chinese Yuan (CNY)/tonne).

Demand for rare earth elements is largely coming from:

e Electrification & renewables: Rare earth elements such as
neodymium/praseodymium are critical for high-performance
magnets in EVs and wind turbines.

e Advanced technology supply chains: Aerospace, defence, and
high-tech manufacturing need consistent rare earth supplies.

However, an issue facing the West is concentrated production. China
controls a large share of the global rare earth supply, along with
refinement and smelting capabilities. This regional dominance makes
prices and supply reliability sensitive to export policy shifts and trade

dynamics.

This has led to diversification efforts by Western and allied producers,
affecting investment and long-term pricing trends.
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The narrative permeating the media is that private credit is competing
with banks, however the reality appears to be that banks are working in
lockstep with private credit. Loans to non-bank financial institutions
(NBFIs) is the fastest growing segment of bank balance sheets implying
that banks have just found a more capital efficient way to access the
same underlying credit risk.

U.5. NBFI Bank Loan Growth Outpacing All Other Commercial Types
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The big CPI lie: inflation in the US is at 2%. Anyone living in the real
world over the past five years knows it's been much higher than that.

Pound of Coffee
Dazen Eggs

Pound of Ground Beef
Auto Insurance

Gas Utilities

Fuel Oil
Transportation

Home Prices
Electricity

Gasoline

Restaurants

Shelter

Family Health Insurance
Groceries

Used Cars

New Cars

Cumulative Price Increases in the US over the Last 5 Years
(Data via YCharts as of December 31, 2025)
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The US Inflation Rate (CPI) ended 2025 at 2.7%, the 58th consecutive
month above the Fed’s 2% target level.
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US Consumer Prices have risen by 4.5% per year over the last 5 years

and over 24% in total.
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US Consumer Price Index (:USCPI) % Change  24.65%
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The last time U.S. inflation was this high for this long was back in 1997
when the Fed Funds Rate was over 5%.

Today it's at 3.50-3.75% after the Fed cut rates by 175 basis points (bps)
in 2024-2025.

But apparently, this is not low enough. President Trump continues to call
for “much lower” interest rates, lobbing insult after insult at Jerome
Powell...

VAL
Effective Federal Funds Rate (LEFFRND) 3.64%

2024-2025:
Effective Fed Funds Rate (%) 175 bps of
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Population Consumer price index Gross domestic product Average weekly earnings Unemployment rate
27,614,411 3.8% 0.4% $2,010.00 4.1%
30 June 2025 Annual change December 2025 Quarterly change Sep 2025 May 2025 December 2025

In Australia, The Consumer Price Index rose 3.8% in the 12 months to

December 2025, up from a 3.4% rise in the 12 months to November
2025.

All groups CPI, Australia, monthly and annual movement (%)
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The largest contributors to annual inflation over the past 12 months
were housing (+5.5%), food and non-alcoholic beverages (+3.4%), and
recreation and culture (+4.4%).

CPI Groups, contribution to annual CPI movement (percentage points)
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New dwelling prices rose 3.0 per cent in the 12 months to December
2025, up from a 2.8 per cent rise to November 2025.

Project home builders in some cities have raised base prices in
response to increased demand and to pass through higher labour and
material costs leading to a rise of 0.2 per cent for new dwellings this
month.

New dwellings, Australia, monthly and annual movement (%)
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Holiday travel and accommodation prices rose 5.8 per cent in the 12
months to December, following a 1.8 per cent rise in the 12 months to
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November. The rise was driven by domestic holiday travel and
accommodation (+9.6 per cent), up from a 3.3 per cent rise in the 12
months to November.

In monthly terms, prices for domestic holiday travel and accommodation
rose by 8.2 per cent in December due to strong demand in the lead up to
Christmas, the summer school holidays and major events such as the
Ashes cricket test series.

International holiday travel and accommodation also contributed to the
monthly rise (+24.4 per cent) as prices for international airfares rose
across many popular destinations during the holiday season.

All groups CPl and Groups, monthly and annual movements (%)
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And through all of this, Brisbane has been hit with the biggest price

increase.

Capital cities comparison
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All groups CPI, annual movement (%)
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The Reserve Bank of Australia (RBA) tightened monetary policy at its
February meeting, taking the cash rate to 3.85%. The move was not a
surprise, with the market having priced in around a 70% chance that the
RBA would tighten.

So how did things change so quickly? It was only in mid-October that a
further cut from the RBA was being priced as all but certain.

One look at the change in the RBA's inflation forecasts over the past six
months is all you need.

Trimmed mean inflation

Consumer price index 3.6 4.2 3.6 2.8 2.7 2.6
Wage price index 3.4 3.1 31 3.1 3.1 3

;’:;m:rﬁi?]ent e 4.2 4.3 4.3 4.4 4.5 4.6
Employment 1.2 1.1 1.3 1.2 1.2 1.2
Gross domestic product 2.3 2.1 1.8 1.6 1.6 1.6
Household consumption 31 2.8 2.1 1.9 1.7 1.7
:; ‘:::s‘:‘:f: ti‘:;me 3.3 2.5 1.8 15 1.4 1.3
Public demand 2.2 3.8 3.2 2.9 2.2 1.9

Source: RBA, Pendal

In its Statement on Monetary Policy forecasts in August, the RBA had
annual trimmed mean inflation ending 2025 at 2.6%, comfortably within
its 2-3% target band.

Third quarter inflation data released in October far exceeded the RBA's
expectations, in turn seeing its inflation forecast for 2025 revised higher
to 3.2% in November.

Fourth quarter inflation released in late January showed annual trimmed
mean inflation of 3.4% for 2025.

That is 0.8% higher than what the RBA had forecast only six months ago
and now comfortably outside its 2-3% target band.




The other forecast miss relates to the state of the labour market.

The RBA had the unemployment rate ending 2025 at 4.3% in its August
forecasts and 4.4% in its November forecasts.

This looked to be on target until the release of the labour data in
mid-January. That showed the unemployment rate in December falling
from 4.3% to 4.1%.

Unemployment rate
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Most are treating the fall in the rate with some scepticism. The RBA's
own business liaison according to the December meeting minutes
however “continued to suggest that a significant share of firms were
experiencing difficulty sourcing labour”.




The last issue for the RBA was the effect from policy easing in 2025.

The private sector is starting to pick up, led by expected increases in
dwelling investment and household consumption.

Contributions to GDP Growth
Year-ended Household Income and Consumption*
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This is obviously welcome, with the public sector having done the bulk of
the lifting previously.

The issue, however, pointed out by Deputy Governor Andrew Hauser in
a speech in November is that the economy is not operating with a large
amount of excess capacity.

As Hauser pointed out, “the recovery in GDP growth began last year
(2024) with a higher level of capacity utilisation than at the start of any
other recovery in over 40 years”.

The negative output gap “typically provides room for a period of
above-trend growth in activity and employment, as demand rises back
towards potential output, without generating excessive inflationary
pressures”.
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That means unless we get an increase in productivity, any pickup in
activity will feed through more quickly to higher inflation than in previous
cycles.

So, we have higher inflation that sits outside the RBA's target band, a
still tight labour market and not a whole lot of headroom to absorb any
pickup in growth without generating further inflation.

Trimmed mean inflation

Consumer price index 0.3 0.5 0.4 0.2 0.1
Wage price index 0 0.1 0.1 0.1 0.1
Unemployment rate

(G0artery 9%) 0.2 0.1 0.1 0 0.1
Employment -0.1 0 0 -0.2 -0.2
Gross domestic product 0.3 0.2 -0.1 -0.4 -0.4
Household consumption 1 0.7 -0.2 -0.2 -0.4
Roalhousehold 1.1 0.5 0.7 -0.8 0.8
disposable income

Public demand 0.1 0.2 0 -0.2 -0.2

Source: RBA, Pendal




Major Market Indices

31-Jan-26

31-Dec-25

30-Nov-25

Qtr change 1 year change

Interest Rates (at close of period)

Aus 90-day Bank Bills 3.77%
Aus 10yr Bond 4.81%
US 90-day T-Bill 3.58%
US 10 yr Bond 4.26%

3.71%
4.72%
3.57%
4.16%

3.65%
4.42%
3.73%
4.02%

+21.0
+57.1
-15.0
+16.4

-56.0
+32.4
-62.0
-28.8

Currency (against the AUD)

US Dollar 0.701

British Pound 0.509
Euro 0.587
Japanese Yen 107.77
Trade-Weighted Index 64.50

0.667
0.497
0.570
104.53
62.20

0.656
0.494
0.564

102.29

61.20

7.01%
2.29%
3.74%
6.88%
5.39%

12.31%
1.62%
-1.97%
11.83%
8.22%

Equity Markets

Australian All Ordinaries 1.6%
MSCI Australia Value (AUD) 2.6%
MSCI Australia Growth (AUD)  -0.4%

S&P 500 (USD) 1.5%
MSCI US Value (USD) 4.5%
MSCI US Growth (USD) -1.9%
MSCI World (USD) 2.3%
Nikkei (YEN) 5.9%
CS1 300 (CNY) 1.8%
FTSE 100 (GBP) 3.0%
DAX (EUR) 0.2%
Euro 100 (EUR) 3.0%

MSCI Emerging Markets (USD)  8.9%

Commodities

1.3%
2.7%

-0.9%

0.1%
0.8%

-0.7%

0.8%
0.3%
2.5%
2.3%
2.7%
1.1%
3.0%

-2.5%
-3.0%
-3.8%
0.2%
1.8%
-1.4%
0.3%
-4.1%
-2.4%
0.4%
-0.5%
0.1%
-2.4%

0.3%
2.2%

-5.0%

1.8%
7.1%

-4.0%

3.4%
1.9%
1.8%
5.7%
2.4%
4.2%
9.5%

7.6%
12.0%
-8.9%
16.3%
13.7%
16.6%
20.1%
37.4%
26.6%
22.0%
12.9%
18.8%
43.7%

Iron Ore (USD) -2.6%
Crude Oil WTI U$/BBL 12.6%
Gold Bullion $/t oz 16.3%

Sources: Quilla, Refinitiv Datastream
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1 Australian Dollar equals

0.70 United States
Dollar

Australian Dollar

0.70 United States Dollar

More about AUD/USD
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Gold (USD/t.oz) 5082.2 +135.8 (+2.75%)
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