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Alternative Currency Carnage

Gold and Bitcoin - two popular alternatives to holding the U.S. dollar (or other fiat currencies) - haven’t been so popular of late.
Gold has fallen 10% since its recent high of $5,318/ounce on January 29 (while silver has fallen 36% over that same timeframe).
Meanwhile, Bitcoin has fallen 35% since its year-to-date high of $97,558 on January 14 (and has nearly halved - down ~49% -
since its October 6 level of $125,261). It’s difficult to fundamentally analyze Gold and (especially) Bitcoin - given they lack actual
fundamentals (no cash flows off which to value them) - but Kevin Warsh’s nomination to be the next Fed Chair likely played a
role, with his less-than-full-on dovish perspective and the credibility he brings to the Fed halting the U.S. dollar’s recent decline.

Assessing the damage. Gold’s recent drop was kicked off by a 5%
drop last week (ending 1/30/2026) - the largest weekly drop Gold
has experienced over the past two-plus years (Exhibit 1). In some
ways, investors were bracing for the correction after Gold had gotten
ahead of its trend line over recent weeks - moving from $4,500 to
over $5,300/ounce (+18%) in the span of just two-and-a-half weeks
(starting 1/9/2026). Similar, but muted, price action occurred in
October - when Gold surged 9% in just over a week’s time, only to
give all the gains back in the subsequent six trading days (the entire
episode occurring between 10/10-10/29/2025). Bitcoin can be
considered Gold’s more dramatic cousin - an alternative currency still
looking for its equilibrium level. As such, it experiences greater peaks
and valleys, with its biggest weekly valley occurring this week - a
16% drop (ahead of Friday trading). Thus far, the alternative-currency
carnage has not meaningfully bled into the equity markets - with the
S&P 500 down just 2% over the past two weeks.

Examining the drivers. Markets like to blame the Fed for any of their
woes, but this time around they may have a case. For a3 market that
firmly believed President Trump’s Fed-Chair interviews consisted of
one question - how quickly will you cut rates? - the nomination of
Kevn Warsh was a surprise. Warsh - a former Fed Governor from
2006-2011 and the critic of the Fed’s quantitative easing program
during that time - removed a lot of market worries of an overly

Exhibit 1: Alternative currency one-two punch

politicized Fed. Upon his announcement, the U.S. dollar promptly
reversed course from cyclical lows while the 10-year U.S. Treasury
yield has fallen back (just slightly) under the 4.2% cap it had been
under for most of the past few months. Warsh’s views are a bit more
nuanced, and he cannot simply be pigeon-holed as a monetary hawk.
His desire to limit the Fed’s scope (i.e., less balance sheet expansion
and mission creep into initiatives like climate change) doesn't
preclude rate cuts - in fact, he has expressed views that a U.S.
productivity boom could allow for further rate cuts. But he does lend
more credibility to the Fed - and, by extension, the U.S. dollar - than
some of the other candidates that were being discussed. This new-
found love for the dollar has likely come at the expense of near-term
demand for alternative currencies - with leverage unwind (especially
in the case of Bitcoin) exacerbating the price reset.

What to do now? While we don't specifically recommend Gold or
Bitcoin in our asset allocation models, we do view such allocations as
reasonable long-term holdings that may benefit from the continued
degradation of the U.S. dollar’s global reserve currency role - with
Gold a more viable alternative in the near-term and Bitcoin showing
longer-term potential. Sentiment driven, Gold and Bitcoin have a
history of bold moves higher only to correct and hibernate for years.
That said, long-term investors able to withstand potential volatility
aftershocks may find this an attractive opportunity to build a position.

Last week, Gold had its sharpest fall in over two years at 5%. This week, it was Bitcoin’s turn - a 16% drop (through Thursday).
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Disclosures

“BMO Wealth Management” is a brand delivering investment management services, trust, deposit and loan products and services through
BMO Bank N.A., a national bank with trust powers; family office services and investment advisory services through BMO Family Office, LLC,
an SEC-registered investment adviser; investment advisory services through Stoker Ostler Wealth Advisors, Inc., an SEC-registered
investment adviser; and trust and investment management services through BMO Delaware Trust Company, a Delaware limited purpose trust
company. These entities are all affiliates and owned by BMO Financial Corp., 3 wholly owned subsidiary of the Bank of Montreal. BMO
Delaware Trust Company operates only in Delaware, does not offer depository, financing or other banking products, and is not FDIC insured.
Not all products and services are available in every state and/or location. Investment products and services are: NOT A DEPQSIT - NOT
INSURED BY THE FDIC OR ANY FEDERAL GOVERNMENT AGENCY - NOT GUARANTEED BY ANY BANK - MAY LOSE VALUE. Capital Advisory Services
are offered by a division of BMO Bank N.A.

This report is not a client-specific suitability analysis or recommendation, to buy, sell, or hold any security. Do not use this report as the sole
basis for your investment decisions. Do not select an asset class, investment product, or investment manager based on performance alone.
Consider all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time
horizon.

This report and any discussions of specific securities, fund managers, or investment strategies are for informational purposes only and are
not investment advice. This report does not predict or guarantee the future performance of any security, fund manager, market sector, or
the markets generally.

This report contains our opinion as of the date of the report. We will not update this report or advise you if there is any change in this report
or our opinion. We do not represent or warrant that this report or our opinions are accurate or complete. This report and our opinions are
based on numerous sources believed to be reliable. It is not quaranteed for accuracy but provided for informational purposes only.

Forward-looking statements in this report involve risks, uncertainties, and other factors that may cause actual performance to differ
materially from the projections and opinions contained in the report. Do not place undue reliance on these forward-looking statements,
which reflect our opinions only as of the date of the report. The words “may,” “could,” “should,” “would,” “suspect,” “believe,” “expect,”
“intend,” “forecast,” and similar expressions identify forward-looking statements. Forward-looking statements are not guarantees of future
performance or events. Forward-looking statements involve risks and uncertainties about general economic factors. It is possible that
predictions, projections and other forward-looking statements will not be achieved. General factors that could cause our predications or
projections to change include general economic, political, and market factors; interest and foreign exchange rates; global equity and capital
markets; commodities markets; business competition; technological changes; changes in laws and regulations; judicial or regulatory
judgments; legal proceedings; and catastrophic events.
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Investment involves risk. Market conditions and trends will fluctuate. Investment returns fluctuate, and investments when redeemed, may
be worth more or less than the original investment. Asset allocation and diversification do not guarantee a profit and do not eliminate the
risk of experiencing investment losses. Past performance is not indicative of future results.

Alternative investments, such as private equity and hedge funds, present higher risks than other securities. These risks include illiquidity,
stock or sector concentration, financial leverage, difficulties in valuation, and short selling. Alternative investments have minimal requlatory
oversight and alternative fund managers have the latitude to employ numerous investment strategies with varying degrees of risk.

Bitcoin and other cryptocurrencies are very speculative investments and involves a high degree of risk. Investors must have the financial
ability, sophistication/experience and willingness to bear the risks of an investment, and a potential total loss of their investment.

The index data shown is used for informational and comparative purposes. You cannot invest directly in an index. Benchmark data does not
reflect actual investment performance but reflects benchmark results of the underlying indices referenced.

This report is not legal or tax advice. We do not provide legal advice to clients. You should review your particular circumstances with your
independent legal and tax advisors.

our affiliates may provide oral or written statements that contradict this report.

You may not copy this report or distribute or disclose the information contained in the report to any third party, except with our express
written consent or as required by law or any requlatory authority.

The market data provided above is from Bloomberg L.P. (2026) unless otherwise noted and is as of 2/5/26 unless otherwise noted.
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