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OVERVIEW

SEMICONDUCTOR SELLOFF AND OIL SHOCK TEST MARKETS

Financial markets turned more volatile in July as renewed tensions in the Middle East pushed oil prices
sharply higher, reigniting concerns around inflation and interest rates. At the same time, technology and
semiconductor shares came under pressure as investors reassessed whether substantial artificial
intelligence investment will translate into sustainable profits. Despite the sell-off, broader equity
markets remained resilient, with the MSCI World Index gaining 0.5% in US dollar terms.

Australia was a relative bright spot, with the All Ordinaries rising 1.7%, supported by strong gains in
energy (+12.2%) and financials (+5.8%). Softer inflation and a steady labour market have reduced, but
not eliminated, the pressure for further rate rises, while weak housing, cost-of-living pressures and low
confidence continue to weigh on growth.

Looking ahead, markets remain caught between two competing forces. A sustained easing in Middle
East tensions could relieve energy prices and inflation pressures, while renewed conflict would keep oil
and bond vields elevated. Meanwhile, strong results from major US cloud providers suggest the Al
investment cycle remains intact, although investors will continue to demand evidence of attractive
returns.

We remain constructive on global equities, while cautious on bonds and interest-rate-sensitive sectors
in a higher-for-longer rate environment.

Market Returns

Total returns by asset class, July 2026 (%)

S&P/ASX All Ordinaries I 7%

S&P/ASX Small Ordinaries -3.2% [
S&P/ASX 300 A-REITs 0.0% |
S&P 500 (USD) -01% ||

MSCI World Index (USD) I :o05%
MSCI Emerging Markets (USD) -z.0x [
MSCI World Small Cap (USD) -2.2% I
S&P 500 (AUD) -1.4% |
MSCI World Index (AUD) -0.8% GG
MSCI Emerging Markets (AUD) -23% [
MSCI World Small Cap (AUD) -3z

Global REITs (USD)* I o

Global Infrastructure (USD)** I 05%
Bloomberg AusBond Gvt O+ -0.5% N
Bloomberg AusBond Credit O+ -01% |

Bloomberg AusBond Bank Bill Il +0.4%
Bloomberg Global Treasury — Hedged (AUD) -0.8% [IIEGNE
Bloomberg Global Agg Credit — Hedged (AUD) 2% [
Bloomberg Global High Yield — Hedged (AUD) -0.3% -
Gold (USD) I 0.3%
AUD/USD I 4
-5% -4% -3% -2% -1% 0% 1% 2% 3%

Source: Bloomberg, Mackay Private Wealth. Returns in local currency unless AUD noted. *FTSE EPRA/NAREIT Developed. **FTSE Global Core Infrastructure 50/50 Index.
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KEY MARKET

DEVELOPMENTS

Global Equities

Global equities were mixed in July, with the
MSCI World Index rising 0.5% (USD), led by the
UK and Europe, while US equities were broadly
flat. Al-related weakness weighed on Japan (-
8.1%) and Emerging Markets (-4.4%), with
semiconductor stocks including TSMC,
Samsung and SK Hynix under pressure.

Australian Equities

The local market rose 1.7%, led by Energy
(+12.2%) and Financials (+5.8%) as investors
rotated towards quality and defensive sectors.
Materials lagged on softer metals prices, while
the ASX Small Companies declined 3.2%.

Bond Markets

Sticky inflation pushed bond yields higher. The
US 10-year vield peaked at 4.71%, while
Australia’s 10-year yield reached 5.10% before
ending the month at 4.75%.

Commodities

Oil was the key focus, surging 22.1% as renewed
US-Iran military activity pushed prices as much
as 37% higher intra-month, before easing to
around US$85 a barrel. Gold was broadly flat,
rising 0.3%.

Monetary Policy

Australian CPIl eased to 3.8%, while
unemployment held at 4.4%, reducing but not
eliminating pressure for further rate rises. The
US Federal Reserve held rates at 3.50%-3.75%
on 29 July, despite three members dissenting in
favour of a hike.
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WHAT'S CAUGHT

OUR EYE

Australia: Slower Growth,
Higher-for-Longer Rates

Australia’s economy is slowing, but a recession
is not our base case. The RBA appears close to
the peak of its rate cycle, with cooling growth,
a softer labour market and moderating inflation
reducing the need for further hikes. The key
risk remains energy prices, which could keep
inflation elevated.

For investors, the message is clear: higher-for-
longer rates will continue to challenge
Australian company earnings, reinforcing our
preference for global equities over Australian
shares. At the same time, attractive yields and
moderating inflation are making Australian
bonds, cash and credit increasingly compelling.

Space Economy Takes Off

Space is moving from science fiction to
investable reality.

Falling launch costs, advances in technology
and growing demand for satellite connectivity
are opening the door to a much broader space
economy spanning communications, data, Al
infrastructure, defence and in-space
manufacturing.

JPMorgan estimates the global space
economy could reach $1-2 trillion by the mid-
2030s, with more than 95% of the opportunity
extending beyond rocket launches.

For investors, the bigger opportunity may not
be the rockets themselves, but the
infrastructure and technologies that space
enables back on Earth.

Inflation Forecast to Fall, Cash Rate to Stay Elevated
Australian headline inflation and the RBA cash rate, with forecasts (%)

= Monthly headline inflation

== RBA cash rate

-

The New Space Boom

Inflation forecast

RBA cash rate forecast

Mass launched to space each year, historical and projected (tonnes per year)

= (Observed (1960-2025)

Forecast (2025-2040)

2040: 32,000 tfyr |
2028

2030: 9,100 t/yr
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Important Information

This report is issued and distributed in Australia by Mackay Private Wealth Pty Ltd (ABN 32 636 659 580), a Corporate Authorised
Representative of Mackay Private Partners Pty Ltd (AFSL 534073).

The information is general in nature and does not take into account your objectives, financial situation or needs. Before acting on this advice,
you should consider whether it is appropriate to your circumstances. We recommend obtaining independent financial, legal and tax advice
before making any investment decision.

Nothing in this report constitutes a solicitation or offer to buy or sell any security or product, or to engage in, or refrain from, any transaction.
This report is based on information believed to be reliable. However, no representation or warranty is made as to its accuracy, completeness
or currency. Mackay Private Wealth accepts no liability whatsoever for any direct, indirect or consequential loss arising from the use of this
report or any further communication relating to it.

mackayprivate.com



