For professional investors and advisors only

@ redwheel

When it rhymes it pours

Shaul Rosten, Analyst, Redwheel Value and Income
July 2026

Where have | heard this song before

A man’s music streaming history is a deeply personal thing; see his ‘Recently played' list and see his soul (and, probably, his
secret Taylor Swift obsession). For me, one of my favourite genres - despite living in leafy London virtually all my life - is the
deep twang of Country & Western, which has made a rapid comeback in the past few years.

One of Country’'s modern greats is Oklahoman Toby Keith, a former oil derrick hand who turned to music when the industry
experienced one of its (many) down cycles. One of my personal Keith favourites is Wish | Didn't Know Now, a bittersweet
ballad that was most recently covered by new breakout Country star Ella Langley. The song paints a picture of a lover who
suspects infidelity but looks the other way to preserve the relationship, until the issue forces itself and the singer has no
choice but to leave. Lamenting that they unwillingly had to confront the truth, and end the relationship, the singer muses:

“I wish I didn’t know now what | didn’t know then”

As our regular readers know, we believe that all great forms of art contain key lessons for the discerning investor - and
country music (arguably one of the greatest forms of art?) is certainly no exception.

Today, those investors listening carefully to the market can hear the plaintive refrain of a song that they have heard before,
offering a timely warning to those who are ignoring the growing signs of distorted valuations. Like the agonised lover, many
investors, in our view, are desperately looking the other way, in a vain attempt to forget what they didn’t know the last time
this happened: way back in 1999.

A new millennium all over again

Everywhere investors look today, they are being bombarded with warning signs of history repeating itself, an inevitability in
the capital markets where capital meets human emotions time and time again. Signs of excess - or at the very least, extreme
enthusiasm baked into valuations and activity - are ubiquitous, and our ears are ringing with the myriad sound of warning
bells.

Take, for instance, the recent mammoth IPO of SpaceX, a ground-breaking and admirable company by all accounts, but one
which was priced at an eye-watering 75x revenue (that's the top line, dear readers, not the bottom one)'. Given that most of
its perceived total addressable market (‘TAM') is in consumer Al, where it and large rivals OpenAl and Anthropic have yet to
turn a profit, this sort of valuation warrants, at minimum, a raised eyebrow. This contributed to what was the single largest
month for IPOs on record in the US, with $185bn raised in June 2026, handily eclipsing the heady highs of 2021 and 1999.
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https://www.youtube.com/watch?v=pzhByjC_Qds&list=RDpzhByjC_Qds&start_radio=1
https://www.redwheel.com/uk/en/institutional/insights/strike-whilst-the-iron-is-hot/
https://www.redwheel.com/uk/en/institutional/insights/jurassic-farce/
https://www.redwheel.com/uk/en/institutional/insights/hiding-in-plain-sight-finding-value-in-unexpected-places/
https://www.redwheel.com/uk/en/institutional/insights/inactivity-alpha-lessons-in-patient-value-investing-from-cartoon-bears/

Chart 1: Monthly US IPO issuance since 1990
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Source: Bloomberg, June 2026. The information shown above is for illustrative purposes. Past performance is not a guide to the
future.

The fact that high-growth companies are opportunistically coming to the market today should not surprise those investors
watching closely. After all, as the saying goes: when the ducks quack, feed them. And at current valuations, the ducks are
quacking for an ever-increasing supply of expensive equity paper.

Testament to this insatiable demand, other than the $1tn poured into US-listed ETFs in the first six months of 20262, is the
soaring heights reached by market valuations, which can be measured across a number of metrics. One of the most widely
respected and commonly used is the Cyclically Adjusted Price-to-Earnings Ratio (‘CAPE Ratio’), publicised by economist
Robert Shiller in his seminal 2000 book, Irrational Exuberance, and commonly referred to as the Shiller PE.

The measure compares today's market valuations with the ten-year average of US corporate earnings, adjusted for inflation
to show what investors are paying for a normalised earnings profile over a cycle. This metric peaked in December 1999 at
an eye-watering 44.2x ten-year average earnings, eclipsing the September 1929 peak of 32.6x, the next highest watermark.
Today, however, the Shiller P/E stands at a whopping 39.5x, substantially above the levels seen in 1929, and now the highest
reading in any year since the 1999 / 2000 dotcom bubble.
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Chart 2: S&P 500 - Shiller P/E ratio
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Source: Bloomberg, June 2026. The information shown above is for illustrative purposes. Past performance is not a guide to the
future.

Now, this is a pretty comprehensive dataset: Yale professor Robert Shiller, who compiles this data, has monthly numbers
for the S&P 500 going back to 1881. The most expensive 50 months in that dataset - out of a total of more than 1,700 months
- are shown on the chart below. Notably, more than half of those months (28 in total) occurred in the dotcom bubble, across
1998 - 2000. Six were during the tech rally in 2021, which subsequently saw the S&P 500 plummet 18% in 2022. The
remaining 32% of the most expensive 50 months have happened in the past three years, including every single month in
2026 other than March. That means that every single month in the top 50 most expensive months in the last 145 years was
part of one of three tech-driven bubbles since 1999: the dotcom bubble, the ill-fated 2021 tech rally - and today’s exuberant
bull market.

Chart 3: S&P 500 - Top 50 highest monthly Shiller P/E ratios
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Source: Bloomberg, June 2026. The information shown above is for illustrative purposes.



Looking at another metric of valuation bears out the same point: using a price-to-sales ratio, which helps look through some
potentially inflated operating margins, the same phenomenon can be observed for the US market.

Chart 4: S&P 500 - Price-to-sales ratio, 1995 - 2026
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Source: Bloomberg, June 2026. The information shown above is for illustrative purposes. Past performance is not a guide to the
future.

Not only is the overall market expensive, but this high valuation is being increasingly driven by a handful of hugely expensive
companies, which make up an increasingly large proportion of the index. Back in the booming bubble of 1999, nearly 15%
of the S&P was composed of companies sporting valuations of over 10x sales, a huge number that embeds extreme
optimism about the future. That number today? Nearly 45%.

Chart 5: S&P 500 - Proportion valued above 10x sales
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Source: Bloomberg, June 2026. The information shown above is for illustrative purposes. Past performance is not a guide to the
future.



Indeed, everywhere one looks, echoes of the dotcom bubble abound. A simple but effective measure - favoured by a famous
Omabha retiree, one Mr. Warren Buffett - is to compare the level of the aggregate US equity market to its level of GDP. Much

like the Shiller P/E and price-to-sales metrics above, this measure is also flashing dangerous warning signs reminiscent of
1999.

Chart 6: US equity market / US GDP, 1973 - 2026
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Source: Bloomberg, June 2026. US equity market represented by the Wilshire 5000. The information shown above is for illustrative
purposes. Past performance is not a guide to the future.

Of course, during the dotcom bubble, these eye-watering levels of valuation were driven principally by a single sector,
technology, which was basking in the glow of the newly discovered “internet”, and all the magnificent promises that it held.
Once again, it does not take a Holmes-level of sleuthing to see that the very same sectors and industries are propelling the
US equity market - today, more than 70% of the global market? - to ever more nosebleed-inducing highs - see Chart 7.

A semi-serious problem

Much like in 1999, the surging rally in 2026 has once again come from extreme performance in the technology sector, which
now sits at its highest relative to the index since March 1999.
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Chart 7: S&P Technology sector / S&P 500, 1989 - 2026
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Source: Bloomberg, June 2026. The information shown above is for illustrative purposes. Past performance is not a guide to the
future.

Alas, this performance is not simply being driven by corporate fundamentals: as shown below, what is driving the level of
the technology sector is an enormous increase in valuation, with the price to sales - a necessary shorthand, given the number
of unprofitable technology companies - eclipsing its 1999 highs:

Chart 8: S&P Technology sector - Price-to-sales ratio, 1990 - 2026
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Source: Bloomberg, June 2026. The information shown above is for illustrative purposes. Past performance is not a guide to the
future.

This is being increasingly driven by huge concentration in a handful of names, akin to other periods of market excess. Today,
the ten largest technology companies - NVIDIA, Apple, Microsoft, Amazon, Alphabet, Broadcom, Meta, Tesla, Micron and
AMD - comprise 40.5% of the S&P 500, a level of concentration echoing the TMT sector at 41% of the market in 1999, and



the Nifty Fifty at 40% in the peak at the very start of 19734 The phenomenal performance of the US technology sector,
historically a bellwether for bubble conditions, also sits atop a mini-bubble of its own: that of semiconductor companies.

Semiconductor companies are the architects of a modern technological miracle: the design and fabrication of some of the
smallest and most complex physical structures that humanity creates. Behind this incredible testament to human ingenuity,
however, is a highly cyclical and capital-intensive business, with an array of companies both in the US and overseas
competing fiercely across an agonising boom-and-bust cycle. The largest semiconductor companies in the US are tracked
by the Philadelphia Semiconductor Index, the SOX Index, which was established in 1996. The SOX, much like the technology
sector, has exploded wildly in the last six months, up by over 75% in 2026°. Investors with good hearing and long memories
may shudder at the sound of such performance: after the second quarter of 2026, the next best quarterly performance
period for the SOX Index? Q2 2000, of course, in the teeth of the dotcom bubble.

Chart 9: Philadelphia Semiconductor Index - Quarterly returns, 1996 - 2026

100%
80%
60%
40%

20%

(20%)
(40%)

(60%)
F ¥ Ho &\’5‘?’0&\05@0\&@\0%@0&\0# SO
Source: Bloomberg, June 2026. The information shown above is for illustrative purposes. Past performance is not a guide to the
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In the Knick of time

| have left the final, most damning piece of evidence for last. This, if nothing else, should convince you that we are close to a
dotcom-style top.

As avid basketball fans will know, the most recent NBA season treated Big Apple residents to an unprecedented run by the
New York Knicks, a team that had failed to even make the finals for nearly three decades. All that changed in the 2026 season
when the inimitable Jalen Brunson led his barnstorming team to the NBA Championship title.

When, you might ask, was the last time that the Knicks reached the finals of the NBA? | suspect that if you have made it this
far, you know the answer: it was in 1999! Not only that, but in 1999 they faced the same team then as they did in 2026 - the
San Antonio Spurs - an eerie echo orchestrated, it seems, by the stock market gods. Even more astonishingly, the Knicks last
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won the NBA Championship in 1973 - the year that the Nifty Fifty bubble popped and imposed a brutal 48% drawdown on
investors over an 18-month period®. Perhaps they should change their team logo to a bear.

*kkkhkkkikkikikk

In the first episode of the TV series Landman - with its soundtrack heavy with Texan twangs and superb country music - oil
fixer Tommy Norris comforts his cheerleading daughter after a rough breakup - a breakup he saw coming. Lamenting on
her state of affairs, she asks him:

“Daddy, how come you're always right?”
To which Norris gives an answer worthy of the very best investor:
“Cause | spent all my life being wrong, and | never forgot the lessons.”

Strange basketball happenings aside, the indicators today are plain for investors to see - in equity market valuations, the
IPO frenzy, and the incredible heights being reached by technology and semiconductor companies. They are quite clearly
sounding the alarm for investors, and - unlike the betrayed lover in our Toby Keith country song - investors would do well
to be more like Tommy Norris: recalling the lessons of the last time this happened.

Key Information

No investment strategy or risk management technique can guarantee returns or eliminate risks in any market
environment. Past performance is not a guide to the future. The prices of investments and income from them may fall as
well as rise and investors may not get back the full amount invested. Forecasts and estimates are based upon subjective
assumptions about circumstances and events that may not yet have taken place and may never do so. The statements and
opinions expressed in this article are those of the author as of the date of publication, and do not necessarily represent
the view of Redwheel. This article does not constitute investment advice and the information shown is for illustrative
purposes only.

CONTACT US

Please contact us if you have any questions or would like to discuss any of our strategies.

E invest@redwheel.com | W www.redwheel.com
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Disclaimer

Redwheel ® and Ecofin ® are registered trademarks of RWC Partners Limited ("RWC"). The term "Redwheel” may include any
one or more Redwheel branded regulated entities including, RWC Asset Management LLP which is authorised and regulated
by the UK Financial Conduct Authority and the US Securities and Exchange Commission (“SEC"); RWC Asset Advisors (US)
LLC, which is registered with the SEC; RWC Singapore (Pte) Limited, which is licensed as a Licensed Fund Management
Company by the Monetary Authority of Singapore; Redwheel Australia Pty Ltd is an Australian Financial Services Licensee with
the Australian Securities and Investment Commission; and Redwheel Europe Fondsmaeglerselskab A/S ("Redwheel Europe”)
which is regulated by the Danish Financial Supervisory Authority.

Redwheel may act as investment manager or adviser, or otherwise provide services, to more than one product pursuing a
similar investment strategy or focus to the product detailed in this document. Redwheel and RWC (together "Redwheel
Group”) seeks to minimise any conflicts of interest, and endeavours to act at all times in accordance with its legal and
requlatory obligations as well as its own policies and codes of conduct.

This document is directed only at professional, institutional, wholesale or qualified investors. The services provided by
Redwheel are available only to such persons. It is not intended for distribution to and should not be relied on by any person
who would qualify as a retail or individual investor in any jurisdiction or for distribution to, or use by, any person or entity in
any jurisdiction where such distribution or use would be contrary to local law or regulation.

This document has been prepared for general information purposes only and has not been delivered for registration in any
jurisdiction nor has its content been reviewed or approved by any regulatory authority in any jurisdiction.

The information contained herein does not constitute: (i) a binding legal agreement; (ii) legal, regulatory, tax, accounting or
other advice; (iii) an offer, recommendation or solicitation to buy or sell shares in any fund, security, commodity, financial
instrument or derivative linked to, or otherwise included in a portfolio managed or advised by Redwheel; or (iv) an offer to
enter into any other transaction whatsoever (each a “Transaction”). Redwheel Group bears no responsibility for your
investment research and/or investment decisions and you should consult your own lawyer, accountant, tax adviser or other
professional adviser before entering into any Transaction. No representations and/or warranties are made that the
information contained herein is either up to date and/or accurate and is not intended to be used or relied upon by any
counterparty, investor or any other third party.

Redwheel Group uses information from third party vendors, such as statistical and other data, that it believes to be reliable.
However, the accuracy of this data, which may be used to calculate results or otherwise compile data that finds its way over
time into Redwheel Group research data stored on its systems, is not guaranteed. If such information is not accurate, some
of the conclusions reached or statements made may be adversely affected. Any opinion expressed herein, which may be
subjective in nature, may not be shared by all directors, officers, employees, or representatives of Redwheel Group and may
be subject to change without notice. Redwheel Group is not liable for any decisions made or actions or inactions taken by
you or others based on the contents of this document and neither Redwheel Group nor any of its directors, officers,
employees, or representatives (including affiliates) accepts any liability whatsoever for any errors and/or omissions or for any
direct, indirect, special, incidental, or consequential loss, damages, or expenses of any kind howsoever arising from the use
of, or reliance on, any information contained herein.

Information contained in this document should not be viewed as indicative of future results. Past performance of any
Transaction is not indicative of future results. The value of investments can go down as well as up. Certain assumptions and
forward looking statements may have been made either for modelling purposes, to simplify the presentation and/or
calculation of any projections or estimates contained herein and Redwheel Group does not represent that that any such
assumptions or statements will reflect actual future events or that all assumptions have been considered or stated. There can
be no assurance that estimated returns or projections will be realised or that actual returns or performance results will not
materially differ from those estimated herein. Some of the information contained in this document may be aggregated data
of Transactions executed by Redwheel that has been compiled so as not to identify the underlying Transactions of any
particular customer.



No representations or warranties of any kind are intended or should be inferred with respect to the economic return from,
or the tax consequences of, an investment in a Redwheel-managed fund.

This document expresses no views as to the suitability or appropriateness of the fund or any other investments described
herein to the individual circumstances of any recipient.

The information transmitted is intended only for the person or entity to which it has been given and may contain confidential
and/or privileged material. In accepting receipt of the information transmitted you agree that you and/or your affiliates,
partners, directors, officers and employees, as applicable, will keep all information strictly confidential. Any review,
retransmission, dissemination or other use of, or taking of any action in reliance upon, this information is prohibited. Any
distribution or reproduction of this document is not authorised and is prohibited without the express written consent of
Redwheel Group.

The risks of investment are detailed in the Prospectus and should be considered in conjunction with your investment adviser.
Please refer to the Prospectus, Key Investor Information Document (UCITS KIID), Key Information Document (PRIIPS KID),
Summary of Investor Rights and other legal documents as well as annual and semi-annual reports before making investment
decisions; these documents are available free of charge from RWC or on RWC's website: https://www.redwheel.com/ and
available in local languages where required. RWC as the global distributor has the right to terminate the arrangements made
for marketing Redwheel Funds in certain jurisdictions and to certain investors. Redwheel Europe is the sub-distributor of
shares in Redwheel Funds in the European Economic Area ("EEA") and is regulated by the Danish Financial Supervisory
Authority. This document is not a solicitation or an offer to buy or sell any fund or other investment and is issued in the UK
by RWC and in the EEA by RW Europe. This document does not constitute investment, legal or tax advice and expresses no
views as to the suitability or appropriateness of any investment and is provided for information purposes only. The views
expressed in the commentary are those of the investment team.

Funds managed by Redwheel are not, and will not be, registered under the Securities Act of 1933 (the "Securities Act”) and
are not available for purchase by US persons (as defined in Regulation S under the Securities Act) except to persons who are
“qualified purchasers” (as defined in the Investment Company Act of 1940) and “accredited investors” (as defined in Rule
501(a) under the Securities Act).

This document does not constitute an offer to sell, purchase, subscribe for or otherwise invest in units or shares of any fund
managed by Redwheel. Any offering is made only pursuant to the relevant offering document and the relevant subscription
application. Prospective investors should review the offering memorandum in its entirety, including the risk factors in the
offering memorandum, before making a decision to invest.

Redwheel Funds is a Luxembourg domiciled UCITS SICAV authorised by the CSSF and recognised in the UK under the
Overseas Funds Regime. It is not authorised by the UK Financial Conduct Authority. UK investors will not have access to the
UK Financial Ombudsman Service (FOS) or the Financial Services Compensation Scheme (FSCS) in respect of or in the event
that the Redwheel Funds’ Management Company or Depositary and Administration Agent (As defined under the Offering
Document of Redwheel Funds) is unable to meet its liabilities to investors. UK investors may contact the Management
Company which will, on request, provide details of how to make a complaint and how to access any applicable out of court
complaints procedures in Luxembourg.



