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Are There Cracks Appearing in the AI Story?

As so often happens in markets, falling prices change attitudes more quickly than anything else. Al
stocks have corrected over the last 6 weeks or so and, consequently, sentiment towards the group
has soured quite markedly. Investors are asking, is the Al story over or is this the pause that refreshes?

The Al story is clearly not over, in fact it’s just beginning, but that doesn’t mean that stocks have not
got ahead of themselves in terms of pricing in future earnings and infrastructure wins. As with many
big investment phases, stocks often race to price in blue sky scenarios only to get brought back down
to earth with the realities of life. It's probably fair to say that this is what is happening right now to
Open Al, once the darling of the whole Al story.

Open Al has publicly announced that it will spend about Sitr in Al infrastructure spend,
announcements which were initially lauded, as the company was seen as being the pioneering leader
in the Al race. Fast forward to today and some of those announcements are under scrutiny. Where
will the money come from? Is it mainly debt financed? When will there be a return on this investment?
All questions that are casting a pall on the story.

Oracle is another Al build out story that has been rejected by investors. The stock is down around 45%
from its recent peak as investors fear that a leveraged balance sheet and debt-financed capex spend
is a risky proposition. Just yesterday, Blue Owl Capital pulled out of a $10bn deal to back its next
datacentre facility. So, there are reasons to be more circumspect about the Al story and be a lot more
selective about investments in the theme.

It's important to remember though that even the biggest innovation cycles have their dips. Cisco
Systems was one of the key stocks in the 1990s Internet boom, and returned 75,000% over the decade,
but it too had periods of going sideways and corrected significantly, up to 50%. on several occasions.

So, what has this meant for our exposure to Al? We have reduced our exposure tactically in the belief
that it’s prudent to take some profits for now. We are reinvesting the cash in more cyclical parts of
the market, consumer discretionary, financials and industrials. We are bullish for 2026, and it is our
view that the economy will see an acceleration in growth whilst inflation starts to fall. This means a
goldilocks scenario of real growth which is typically very supportive of equity prices. Critically, it’s the
early cyclicals that tend to perform well in this environment, and this is why we have pivoted the
portfolio to include those parts of the market that have been ignored thus far but that we believe are
poised to do much better.
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Capital at Risk — the value of investments can fall as well as rise and you may not get back what you invested

Past performance is not a reliable indicator of future results.
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Disclaimer

WARNING:

All information about the VT Tyndall North American Fund (‘The Fund’) is available in The
Fund’s prospectus and Key Investor Information Document which are available free of
charge (in English) from Valu-Trac Investment Management Limited (www.valu-trac.com).
Any investment in the fund should be made on the basis of the terms governing the fund
and not on the basis of any information provided herein.

The information in this Commentary is presented using all reasonable skill, care and
diligence and has been obtained from or is based on third party sources believed to be
reliable but is not guaranteed as to its accuracy, completeness, or timeliness, nor is it a
complete statement or summary of any securities, markets or developments referred to.
The information within this Commentary should not be regarded by recipients as a
substitute for the exercise of their own judgement.

The information in this Commentary has no regard to the specific investment objectives,
financial situation or particular needs of any specific recipient and is published solely for
informational purposes and is not to be construed as a solicitation or an offer to buy or
sell any securities or related financial instruments. In the absence of detailed information
about you, your circumstances or your investment portfolio, the information does not in
any way constitute investment advice. If you have any doubt about any of the information
presented, please consult your stockbroker, accountant, bank manager or other
independent financial advisor.

Capital at Risk- Value of investments can fall as well as rise and you may not get back the
amount you have invested. Income from an investment may fluctuate in money terms. If
the investment involves exposure to a currency other than that in which acquisitions of
the investments are invited, changes in the rates of exchange may cause the value of the
investment to go up or down. Past performance is not necessarily a guide to future
performance.

Any opinions expressed in this Commentary are subject to change without notice and
Tyndall Investment Management is not under any obligation to update or keep current
the information contained herein. Sources for all tables and graphs herein are Valu-Trac
Investment Management Limited unless otherwise indicated.

The information provided is "as is" without any express or implied warranty of any kind
including warranties of merchantability, non-infringement of intellectual property, or
fitness for any purpose. Because some jurisdictions prohibit the exclusion or limitation of
liability for consequential or incidental damages, the above limitation may not apply to
you.

Users are therefore warned not to rely exclusively on the comments or conclusions within
the Commentary but to carry out their own due diligence before making their own
decisions. Employees of Tyndall Investment Management, or individuals connected to
them, may have or have had interests of long or short positions in, and may at any time
make purchases and/or sales as principal or agent in, the relevant securities or related
financial instruments discussed in this Commentary.
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