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Level Set: Where Should You Aim the Double-Breaking Putt?

Because it’s the Ryder Cup in golf this weekend, we thought it was timely to use one of our favorite golf analogies - the double
breaking putt, to describe our emerging views on the market through 2026.

The market reached new highs early this past week, and a few investors asked us whether they should lock in the returns for
the year (the S&P500 is up 13% and the Nasdaq is up 16.4% year to date) or bet on momentum carrying us through year-end.
We analyzed 98 years of S&P500 returns to see if there was any information in predicting the fourth quarter returns based on
how well the S&P500 did during the first nine months of the year. The answer is - YES! It might be a modest surprise to some,
but 40% of the time, the S&P500 is up 10% or more during the first three quarters of any given calendar year (39 out of 98).
During these years, the Q4 performance on average was higher, and with lower volatility, than the Q4 performance in the 59
out of 98 years that the S&P500 was up less than 10% during the first nine months of the year. This indicates that “locking
in performance” was likely a poor choice more often than not in the past.

So near-term, the risk-on trade will remain in effect for the fourth quarter if history is a guide.

S&P500 Returns
Q7 through Q3 vs. Q4 Return
1928-Present

Qr-aQ3

Return Q4 Return
Jan-Sept Number Mean Sitd. Dev Minimum 25th Median 75th Maximum
Return of Years Percentile Pearcentile

<10% 59 2.2% S.4% (23.3%) (1L.396) 4.3% 9% 20.9%

>=10% 39 3.9% 8.4% (258.9%) 1.6% 5.4% S52% 15.9%

Source: Trivariate Research, LP

In fact, if you segment the previous 98 years of returns into quintiles by the first 9 months' performance and then observe
returns for the final three months of each year, history shows that the 2nd best performing quintile - where we are now - results
in the highest average and median Q4 performance with the lowest Q4 return volatility on average (see below).
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S5&P500 Retums
@ through Q3 vs. @4 Raturn

1928-Prasant
Jan-Sept Return Number Mean Std. Dev Minimum 25th Madian 75th Mani mum
Quintilas of Years Parcantila Parcentila
[-36.70%, -9.03%] 20 0.2% 114% (23.3%) (2.5%) 5% 7.9% 12.1%
(-9.03%, 2.47%] 13 1.3% 6% (14.83¢) (2.23¢) 16% 7.8% 15.8%
(2.47%, 9.60%] 20 50 7% (24.05¢) 2.5% 4.5% 7.9 20.9%
(9.60%, 17.73%] 13 (1.3%) 2.1% 555 7.7% 11.6%
[17.73%, 40.46%] 20 1B 111% [28.95) 0.9% 4.8% 8.9% 15.9%

Source: Trivariate Research, LP

Longer-term however, strong S&P500 returns in 3-, 5-, and 10-year increments often portend lower subsequent annual returns.
We looked at 3-,5-, and 10-year periods of time, by quintile of performance, and then observed the distribution of outcomes
over the next 12 months for each quintile of the previous period’s returns. The worst performing group - for each longer-term
period - was the best performing quintile previously. The best performing was closer to the median performance over the
previous period in most cases. Today, the S&P500 is in its top quintile vs. its 98-year history on 3-, 5-, and 10-year returns. So
for 2026, if history is a guide a below average (but perhaps still positive) return year is more probable. In golf terms, this

is a double-breaking putt - up first, and down later.

...But 2026 Could Be Below Average

DOrma-Year Subsecquent SEPS00 Relums
Periods Following 3-,5-,10-Year Ratuns by Performanca Quintie
1928 to Present

Trailing Period Quintila Quintile #of Mean Standard Minmuom

Period Retuns by Mnimum Mazrmum Days Deviabion
Quintila

3 Years Best 40.0% 159.8% 4597 BERE] 9% (52.0%) (7.9%) 4.2% 20.0% S0.4%
2 9% 49.0% 4585 9.9% 15% (44.7%) CL1% 1.5% 20.3% S54.9%

3 12 3% 9% 4851 10.8% 15% (45, 9%) Z0% 122% 19.3% GE.4%

4 (1.5%) 19, 3% 4750 T.9% 9% (55.5%) (2.4%) 82.3% 19.0% 826%

Worst (24.3%) (1.5%) 4758 9.3% 26% (711%) (5.1%) 10, 1% 22.1% 171.1%

5 Years Best B2.7% 2871% 4434 m 18% (52.0%) (B.0%) 4.9% 17.0% 50.0%
2 56.8% g22.7% 4628 9.4% 6% (48.8%) (02%) 9.0% 12.7% S50.4%

3 34% 55.8% 4656 B8.0% 17% (47.7%) (3.3%) 10.2% 19.8% 54.1%

4 C.3% 4% 4656 S.4% 17% (43.2%) (2.2%) .7 12.8% 74.8%

Worst (72.8%) 0.3% 4657 12.9% 9% (32.0%) 24% 122% 23.8% G82%

10 ¥ earg Best 191.0% Ig7.5% 4279 m 4% (34, 3%) (7.0%) G.8% H.7% 401, 3%
2 132.4% 191.0% 4279 MW.5% 15% (Z1.5%) 4.5% 15.1% 25.9% S50.4%

3 7a% 120.4% 4404 1.0% 15% (35.8%) 1.6% 10.4% 20.8% 74.8%

4 22.3% 71.8% 4404 5.7% 18% (48.8%) (7.9%) 10.4% 12.8% 50.8%

Worst (54.3%) 222% 4405 BO% 16 % (47.7%) {1.7%) 7% 17.3% 58.6%

Source: Trivariate Research, LP

We had an interesting week with some in-person meetings in South Florida and zooms and meetings with several investors as
well as executives at public companies. One value PM told me it was obvious math there is poor return on the current hyper
scaler investment. Another growth PM told me it was obvious math there was very positive return on this investment, to the
point that current free cash flow could go closer to zero for many of the mega-cap companies as they chase these returns with
more investment. Some investors sent me the Nvidia’s CEO interview with Brad Gerstner saying this is all you need to watch
to get way more bullish. Another investor sent me an article making the case that one of the main areas in Healthcare won’t
be improved as much as people think by Al. Given all these conflicting narratives, it is clear that timing the top of the current
Al cycle will be challenging. Our current base is that it is too early to get negative, so up now and down later is our “read of
the green.” But, for those getting concerned, we think we have a few views worth sharing. Firstly, we don’t think Consumer
Staples, a classic way of playing defense, will work this cycle. Excluding Walmart (WMT) and Costco (COST), Staples have
materially lagged this year, up only 1% so far. Many don’t have the pricing power or underlying stability of previous cycles, and
we would remain cautious.



Consumer Staples Sector
Cumulative Cap-Weighted Year-to-Date Returns
Through September 22nd, 2025
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Source: Trivariate Research, LP

Secondly, even if the Al trade continues to rage, it is likely prudent to understand which stocks are correlated to the trade but
are not in the Technology sector. While it is certainly plausible that some of the correlations are spurious, we found of the 900
mega-, large-, or mid-cap stocks currently in our universe, 83 of them have a daily return correlation over the last 6-months
of 0.8 or higher to our proprietary Al Semiconductors basket.

Of these 83 stocks, 46 of them are NOT in the Technology sector, representing $3.7 Trillion of market capitalization today.
The largest of these stocks include many Financials, including the Alternative Asset Managers like Blackstone (BX), KKR (KKR),
and Ares Management (ARES), the “Big 3” Financials of JPMorgan (JPM), Goldman Sachs (GS), and Morgan Stanley (MS), as
well as several Industrials like Eaton (ETN), Caterpillar (CAT) and Parker-Hannifan (PH). While 0.8 is an arbitrary cut-off, we
take some small comfort that none of the Utilities stocks are as correlated to this basket as we thought. For the full list, please
don’t hesitate to reach out.




MNon-Technology Sector
Stocks With a 0.8 or Higher 6-Month Daily Trading Correlation to
Trivariate's Al Semiconductors Basket

As of September 25th, 2025

Market Cap
Ticker Company Industry Group (Us $Bil)
JEM JPMorgan Chase & Co. Banks 8619
M5 Morgan Stanley Capital Markets 2537
G5 The Goldman Sachs Group, Inc. Capital Markets 2516
AXP American Express Company Consumer Finance 236.7
CAT Caterpillar Inc. Machinery 217.2
C Citigroup Inc. Banks 138.0
CQOF Capital One Financial Corporation Consumer Finance 142.3
ETMN Eaton Corporation plc Electrical Equipment 142.0
BX BlackstoneInc. Capital Markets 137.4
KKR KER & Co. Inc. Capital Markets 120.9
PH Parker-Hannifin Corporation Machinery 943
PNC The PMCFinancial Services Group, Inc. Banks 798
APO Apollo Global Management, Inc. Financial Services 775
EMR Emerson Electric Co. Electrical Equipment 732
MAR Marriott International, Inc. Hotels, Restaurants & Leisure 708
1d Johnson Controls International plc Building Products 692
Ml Cumminsinc. Machinery 570
AMP Ameriprise Anancial, Inc. Capital Markets 46.4
CCL Carnival Corporation & plc Hotels, Restaurants & Leisure 356
ARES Ares Management Corporation Capital Markets 3.8
RIF Raymond James Financial, Inc. Capital Markets M43
WAB Westinghouse Air Brake Technologies Corporation Machinery 333
DD DuPont de Memours, Inc. Chemicals 312
VIK Viking Holdings Lid Hotels, Restaurants & Leisure 266

Source: Trivariate Research, LP

Lastly, understanding which stocks are up but are not correlated to the Al Semiconductors can potentially be helpful. We all
worried before - and maybe more now after seeing the above exhibit, that some of our Financials and Industrials positions
are correlated to the Al trade. Of the 900 mega-, large-, and mid-cap stocks, 125 of them have a daily return correlation of
less than 0.2 to our Al Semiconductors basket over the last six months. Of those 125, 43 of them are up more than 10% in the
last 6 months, 55 of them are up more than 5%. Below we show the largest stocks, including several Healthcare names we
have been recommending in our research over the last year, like McKesson (MCK), Cencora (COR), Quest (DGX), and United
Therapeutics (UTHR), as well as select Aerospace & Defense, Materials, Auto Supply Retail, and select rate-sensitive securities
in Homebuilding (see below).



Hon-Technology Sector

Stocks With a 0.2 or Lower 6-Month Daily Trading Comrelation to
Trivariate's Al S emiconductors Basket

And Up At Least 10% in the Last Six Months

As of September 25th, 2025
Market
Industry Group Cap.(Us Quality
: A $ Bil) Quartile

JNJ Johnson & Johnson Heatth Care Phamn aceuticals 4280 High
WELL Welltower Inc. Real E state Health Care REMs 11438 High
LWT Lockheed Martin Comporation Industrials Apgrospace & Defense 1131 Low
MO Altria Group, Inc. Consumer Staples Tobacco 1085 High
CWS CWS Health Corporation Heatth Care Health Care Providers & Senvices 94.6 Low
MCK McKesson Corporation Health Care Health C are Providers & Sernvices 916 High
NEM Newmont Corporation Materials MWetals & Mining 91.6 High
ORLY  O"Reilly Automotive, Inc. Consumer Discretionary Specialty Retail 88.7 High
NOC Norihrop Grumman Corporation  Industrials Agrospace & Defense 83.9 High
AEW Agnico Eagle Mines Limited Materials. Metalz & Mining 80.3 High
A AutoZone, Inc. Consumer Discretionary  Specialty Retail 68.9 High
COR Cencora, Inc. Health Care Health C are Providers & Sernvices 579 Mid
DHI D.R.Horton, Inc. Consumer Discretionary  Household Durables 492 Mid
XEL Xcel Enengy Inc. Utilities Electric Utilities 45.7 High
EBAY  eBayinc Consumer Discretionary  Broadline Retail 428 Mid
RKT Rocket Companies, Inc. Financials Financial Senices 40.1 Junk
HSY The Hershey Com pany Consumer Staples Food Products 376 Low
Al AngloGold Ashanti plc Materials Wetals & Mining 33.2 Mid
WRB W. H. Berkley Corporation Financials Insurance 28.3 High
ATO Alm os Energy Corporation Utilities Gas Utilities 26.7 High
FE FirstE nergy Corp. Utilities Electric Utilities 255 High
CBOE Cboe Global Markets, Inc Financials Capital Markets 255 High
DG Dollar General Corporation Consumer Staples Consumer Staples Distribution & R etail 226 Low
PSKY  Paramount Skydance Corporation Communication Senices Media 20.8 Low
DGX Quest Diagnostics Incorporated  Health Care Health C are Providers & Services 207 Mid

Source: Trivariate Research, LP

CONCLUSION

The tension about timing the correction in Al-related securities is growing among institutional investors. History says Q4 will
be strong, but a sell-off in 2026 is increasingly likely. Avoiding companies correlated to Al that don’t have as much fundamental
exposure, and adding to those that have performed well but aren’t correlated to Al is increasingly prudent.
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Disclaimer

This presentation is confidential and may not be reproduced or distributed without the express prior written permission of
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The information contained herein reflects the opinions and projections of Trivariate as the date of publication, which are subject
to change without notice at any time subsequent to the date of issue. Trivariate does not represent that any opinion or projection
expressed herein will be realized. All information provided is for informational and research purposes only and should not be
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asset. While the information presented herein is believed to be reliable, no representation or warranty is made concerning the
accuracy of any data or other information presented. Information obtained by Trivariate from third party sources in connection
with the preparation of this presentation has not been independently verified by Trivariate. Additional information regarding
Trivariate is available on request.

Any projections, forecasts, targets or other estimates presented herein constitute “forward-looking statements” that can be
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identified by the use of forward-looking terminology such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,”
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future,” “intends,
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“forecasted,” “continue,” “expects,” “anticipates, plans,” “believes,” “estimates,” or the negatives thereof or
other variations thereon or comparable terminology. Furthermore, any projections, targets, forecasts or other estimates in this
presentation are “forward-looking statements” and are based upon certain assumptions that may change. Due to various risks
and uncertainties, actual events or results or the actual performance of the funds may differ materially from those reflected
or contemplated in such forward-looking statements. Moreover, actual events are difficult to predict and often depend upon
factors that are beyond the control of the Trivariate. Nothing herein shall under any circumstances create an implication that the
information contained herein is correct as of any time after the earlier of the relevant date specified herein or the date of this
presentation. In addition, unless the context otherwise requires, the words “include,” “includes,” “including” and other words of
similar import are meant to be illustrative rather than restrictive. Forward-looking statements and discussions of the business
environment included herein (e.g., With respect to financial markets, business opportunities, demand, investment pipeline and
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All data sourced from S&P Global, Bloomberg, or our Trivariate estimates. All forward-looking-statements reflect the opinion of
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