
Stocks  rose  more  than  10%  after  a  White  House  meeting  with  

CEO  Lip-Bu  Tan,  while  strength  in  semiconductors  broadly  

boosted  the  Nasdaq.  Among  corporate  news,  General  Motors  

announced  $6  billion  in  electric  vehicle  spending,  Johnson  &  

Johnson  secured  a  tariff  exemption  through  a  drug  pricing  

agreement  with  the  Administration,  and  Meta  partnered  with  

Oklo  and  Vistra  to  expand  its  AI  data  centers.  The  Supreme  

Court's  decision  on  the  legality  of  the  tariffs,  which  has  been  
delayed  and  is  now  expected  on  January  14,  remains  a  key  

uncertainty  as  markets  assess  trade  policy  uncertainty  heading  

into  the  first  quarter.

The  market  rally  was  bolstered  by  the  December  jobs  report  released  

on  Friday,  which  showed  the  US  economy  added  50,000  jobs,  

slightly  below  the  consensus  expectation  of  55,000  to  73,000,  while  

the  unemployment  rate  unexpectedly  fell  from  4.5%  to  4.4%.  This  

reinforced  the  “soft  landing”  narrative  that  has  underpinned  investor  

confidence  despite  the  severe  slowdown.  This  represented  the  first  

clear  reading  of  the  labor  market  following  the  disruptions  caused  

by  the  government  shutdown  at  the  end  of  2015,  and  wage  growth,  

which  remained  at  3.8%  year-over-year,  gave  the  Federal  Reserve  

some  breathing  room  to  maintain  its  current  policy  stance.  CME  

FedWatch’s  probability  of  holding  interest  rates  steady  in  January  

soared  to  95%,  effectively  eliminating  near-term  easing  expectations  

and  shifting  attention  to  potential  cuts  in  March  or  June.

The  first  full  week  of  trading  in  2026  saw  a  strong  start  for  global  

equities,  with  the  S&P  500  closing  at  a  record  high  of  6,966  points  

on  Friday,  the  Dow  Jones  approaching  the  psychological  threshold  

of  50,000  points  at  49,504,  and  all  three  major  indexes  posting  

weekly  gains  of  more  than  1%.

Geopolitical  events  dominated  the  headlines  as  the  Trump  

administration's  January  3  military  operation  to  arrest  Venezuelan  

President  Nicolás  Maduro  injected  volatility  into  energy  markets.  

Venezuela,  which  has  the  world's  largest  proven  crude  oil  reserves  at  

303  billion  barrels  but  produces  only  800,000  barrels  per  day,  became  

the  focus  of  US  energy  policy,  with  Trump  signaling  his  intention  to  

redirect  Venezuelan  oil  flows  and  encourage  major  US  companies  to  

invest  in  the  country's  crumbling  infrastructure.  West  Texas  

Intermediate  (WTI)  crude  closed  near  $59  a  barrel  on  Friday,  

recovering  almost  3%  during  the  session,  amid  renewed  concerns  

about  disruptions  to  Iranian  supply  as  protests  entered  their  thirteenth  

day,  while  the  yield  on  the  10-year  Treasury  note  stabilized  around  
4.18%.
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The  technology  sector  benefited  from  CES  2026,  where  Nvidia  CEO  

Jensen  Huang  unveiled  the  Vera  Rubin  platform,  a  six-chip  architecture  

promising  tenfold  performance  improvements  over  Blackwell,  along  

with  the  Alpamayo  family  of  autonomous  driving  models,  reinforcing  

the  company's  dominance  in  physical  artificial  intelligence.  Intel's  stock
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Financial  markets  enter  2026  on  a  solid  footing  after  three  years  of  a  remarkable  upward  trend.  However,  the  landscape  is  shifting.  Valuations  are  historically  high:  the  equity  risk  

premium  has  almost  disappeared,  indicating  that  markets  have  already  priced  in  much  of  the  good  news.  The  2024-2025  “AI  boom”  and  MAG  7  outperformance  phase  appear  

to  be  cooling.  From  an  economic  perspective,  the  United  States  is  now  experiencing  a  sharp  slowdown  in  non-farm  payrolls,  which  will  likely  impact  the  economy.

However,  some  market  segments  remain  attractive.  The  excellent  performance  of  precious  metals  last  year  is  gradually  giving  way  to  industrial  metals,  which  should  experience  

a  bull  market  in  2026.  Oil  prices  are  at  very  low  levels  and  should  bottom  out  soon  before  recovering  to  $70.  For  this  reason,  we  have  upgraded  our  view  on  the  energy  sector  

from  "neutral"  to  "overweight."

Machine Translated by Google



Chart  2:  Global  commodity  performance  in  2025

Last  year  was  exceptional  and  stellar  for  precious  metals,  which  posted  their  best  annual  performance  in  more  than  four  decades  (Chart  1).  Silver  emerged  as  the  year's  
standout  commodity,  surging  158%  to  new  all-time  highs  above  $80  an  ounce.  Platinum  followed  with  a  gain  of  137%,  benefiting  from  severe  supply  constraints  and  the  EU's  
unexpected  policy  shift  on  the  ban  on  combustion  engines.  Palladium  climbed  80%,  recovering  from  years  of  underperformance  due  to  slowing  electric  vehicle  adoption  and  growing  
concerns  about  Russian  supply.  Gold,  while  delivering  an  exceptional  63%  performance,  lagged  behind  the  complex  as  investors  favored  metals  with  more  compelling  supply  deficit  
narratives  and  industrial  demand  growth  profiles.

THE  TOPIC  OF  THE  WEEK

2026:  The  year  of  raw  materials
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Chart  1:  Precious  metals  performance  in  2025

Source:  Sentosa  &  Co.

This  strong  performance  has  not  necessarily  extended  to  other  sectors,  as  commodity  markets  showed  some  divergence  across  segments  (Chart  2).  Industrial  metals  posted  attractive  gains  in  2025,  as  the  sector  benefited  

from  structural  demand  growth  linked  to  artificial  intelligence  infrastructure  and  the  global  energy  transition.  Copper  stood  out,  closing  the  year  at  record  highs  near  $12,600  per  tonne,  representing  an  increase  of  approximately  46%  

since  January.  On  the  other  hand,  soft  commodities  experienced  a  significant  pullback,  reflecting  a  normalization  of  supply  conditions  following  weather-induced  shortages,  combined  with  demand  destruction  from  the  previous  period  

of  high  prices.  Finally,  crude  oil  had  a  challenging  year,  falling  approximately  20%  from  its  January  highs  to  trade  near  four-year  lows  by  year-end.
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of  the  decade  (graph  8).

to  decrease  due  to  reduced  OPEC  supply,  which  should  support  oil  prices.  Finally,  the  extremely  low  level  of  the  position

This  has  created  a  completely  new  demand  vector  for  industrial  metals  that  was  unimaginable  just  five  years  ago.  This  enormous  need  for  energy  translates

Positive  outlook  for  oil  and  industrial  metals  in  2026

THE  TOPIC  OF  THE  WEEK

metric  ton  on  January  5,  surpassing  $13,000  for  the  first  time  ever  (Chart  6).  The  explosive  growth  of  artificial  intelligence  applications  has

$70  per  barrel  (Chart  4).  As  for  industrial  metals,  the  segment  has  already  begun  its  bull  market  and  should  continue  its  upward  trend  in  the  coming  days.
The  net  long  speculative  position  and  the  fact  that  the  futures  curve  is  flattening  lead  us  to  believe  that  the  price  of  oil  will  stabilize  and  could  soon  rebound  towards

In  our  December  report  on  oil,  we  were  quite  clear  in  stating  that  prices  are  reaching  bottom  levels.  Technically  speaking,  prices
They  are  reaching  the  lowest  point  of  a  descending  wedge  and  are  in  the  process  of  bottoming  out  (Chart  3).  Furthermore,  the  gap  between  supply  and  demand  should

years  (graph  5).

Driven  by  the  construction  of  artificial  intelligence  infrastructure  and  the  demand  for  energy  transition,  along  with  a  context  of  supply  constraints  that  we  have
As  mentioned  numerous  times  in  our  previous  reports,  this  segment  has  a  promising  future.  Copper  reached  an  all-time  high  of  $13,020  per  barrel.

directly  into  an  extraordinary  demand  for  copper,  aluminum,  and  other  critical  metals  essential  for  the  electrical  infrastructure  (Figure  7).  Given  that  the

They  predict  that  the  copper  and  aluminum  markets  will  move  from  small  surpluses  in  2024  to  deficits  equivalent  to  -9%  and  -15%  of  supply,  respectively,  by  the  end  of  2024.

5

Demand  for  electrification,  electric  vehicles,  renewable  energy,  and  AI  data  centers  will  increase  by  approximately  19%  between  2024  and  2030,  according  to  investment  banks .
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Chart  3:  WTI  ($58.2) Chart  4:  Speculative  futures  positions  on  oil  by  traders
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Source:  Sentosa  &  Co.

Chart  8:  Future  forecast  of  the  copper  supply  deficit

Chart  5:  S&P  GSCI  Industrial  Metals

Chart  7:  Global  demand  for  materials  by  data  centers  (kilotons)

•For  informational  use  only.  Not  for  public  redistribution.

For  recipient  use  only  -  This  presentation  is  not  informational  content.  Reproduction  or  redistribution  is  not  authorized  without  consent.

THE  TOPIC  OF  THE  WEEK

Chart  6:  Copper  ($12,720)
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Source:  Sentosa  &  Co.

The  dollar  will  also  be  influenced  by  the  Fed's  monetary  policy  this  year.  So  far,  the  market  expects  two  rate  cuts  before  the  end  of  the  year  (Chart  11),  which  we  consider  very  conservative.  In  
fact,  if  we  look  at  the  labor  market,  the  deterioration  is  so  severe  that  we  believe  the  Fed  will  have  to  be  more  aggressive  in  2026.  A  closer  look  at  payrolls  shows  that  the  United  States  is  far  
from  the  job  creation  levels  achieved  in  2023-2024,  as  it  will  only  create  an  average  of  78,000  jobs  in  2025.  Even  more  concerning  is  that,  over  the  past  eight  months,  average  monthly  
job  creation  has  been  only  2,600  (Chart  12).

The  Weak  Dollar  as  an  Additional  Driver  for  Commodities:  The  dollar's  decline  last  year  
has  been  an  additional  driver  for  commodities,  and  we  believe  the  situation  will  be  the  same  in  2026.  Technically  speaking,  there  is  no  doubt  that  the  dollar  index  has  entered  a  long-term  bear  
market...  by  breaking  the  101  support  level,  prices  opened  the  door  to  a  new  long-term  downtrend  (Chart  9).  After  a  roughly  10%  drop  in  the  dollar  index  in  2025,  investors  might  think  that  
2026  will  be  the  year  of  recovery...  but  we  couldn't  disagree  more  with  these  expectations.  In  fact,  even  after  removing  the  effect  of  inflation,  the  dollar  is  still  overvalued  by  around  15%  
against  its  trading  partners  (Chart  10).
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Chart  9:  Dollar  Index  (99.06) Chart  10:  Real  effective  exchange  rate  of  the  dollar
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Source:  Sentosa  &  Co.

Chart  12:  US  Nonfarm  Payrolls  (+50,000 /  December)

Chart  11:  Number  of  rate  cuts  expected  by  investors  (-2  cuts/-50  
bp)
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In  any  case,  we  remain  very  optimistic  about  the  long-term  prospects  for  metals  and  mining  producers,  as  we  have  entered  a  new  long-term  commodity  bull  market.

Overweight  Metal  Producers  and  Oil  Companies  This  week,  we  
upgraded  our  view  on  energy  companies  from  neutral  to  overweight.  Energy  sector  stocks  have  held  up  relatively  well  despite  falling  commodity  prices.  Since  January  2025,  
although  the  sector  has  underperformed  the  MSCI  World,  industry-wide  stock  prices  have  risen  by  8%  (11.4%  total  return),  while  WTI  has  lost  18%  of  its  value—a  solid  relative  
performance.  From  a  technical  perspective,  the  sector  is  poised  to  break  through  key  resistance  levels  and  looks  attractive  for  accumulation  at  current  levels  (Chart  
13).  A  recovery  in  oil  prices  from  current  lows  will  provide  an  additional  boost  for  energy  companies,  particularly  those  in  exploration  and  production  and  equipment  and  services.

Regarding  metals  and  mining  companies,  the  sector  has  posted  tremendous  returns  of  +75%  from  the  April  2025  lows  and  +18%  since  our  last  report  on  October  13,  
2025  (Chart  14).  While  we  have  no  doubt  about  the  segment's  long-term  direction,  we  believe  it  is  currently  overbought  in  the  short  term.  We  would  take  advantage  of  any  short-
term  correction  to  build  positions  in  this  sector.  Alternatively,  investors  could  sell  put  options  or  create  structured  solutions  with  low  strike  prices  to  recoup  the  risk  of  entering  at  a  
lower  price  in  the  event  of  a  correction.
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Regarding  the  oil  market,  current  levels  are  considered  attractive,  as  we  see  that  the  price  of  oil  has  bottomed  out  and  is  rising  towards  $70.

low.

The  current  precious  metals  bull  market  is  about  to  extend  to  other  commodities,  specifically  industrial  metals.  The  segment  is
benefiting  from  the  exponential  demand  resulting  from  electrification  and  energy  needs  at  a  time  when  supply  is  at  a  much  higher  level

With  metal  and  mining  producer  stocks  performing  well,  we  are  facing  a  new  long-term  bull  market...  any  correction  will  be  an  opportunity  for  them  to...
First  objective.  Investors  should  take  advantage  of  the  current  attractive  levels  to  buy  into  oil  companies  and  anticipate  the  next  price  increase.  As  for  the

investors  come  in.

Chart  13:  Fidelity  MSCI  Energy  Index  ETF  (FENY  US) Chart  14:  iShares  MSCI  Global  Select  Metals  &  Mining  Producers  ETF  (PICK  US)
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