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The Bull Market Is Getting Old

With a growing split between winners and losers

The bull market is maturing. Geopolitics continues to inject volatility, particularly around
speculation over Iran and the never-ending-fight over US trade tariffs. The S&P 500 has
flatlined, failing either to push higher or break meaningfully lower. Beneath the surface,
however, dispersion is increasing.
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Globally, the bull market is broadening. Rest-of-World and Emerging Market equities
continue to rally strongly, supported by robust earnings and easing financial conditions.
Interest rates, currencies, and credit spreads remain relatively stable, providing a
constructive backdrop for risk assets.

Several developments point to a potential inflection in US equity outperformance. South
Korea has announced tax incentives on US stock sales to encourage domestic capital
repatriation and support its currency. In Japan, following Takaichi’s victory and the
resulting supermajority, foreign investors purchased Japanese equities at the fastest
pace since 2014. These examples suggest that the multi-year dominance of US assets
may be entering a new phase.

Normalized As Of 02/24/2025
Last Price
miShares Expanded Tech-Software Sector ETF 77.5605
= State Street SPDR S&P 500 ETF Trust 114.263
iShares MSCI Global Metals & Mining Producers ETF 169.3883
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There remains a substantial amount of “tourist capital” in US markets that could be
repatriated, benefiting investors both through local equity gains and currency
appreciation. This represents a meaningful headwind for US indices. While the data is
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difficult to fully quantify, foreigners own approximately $65 trillion of US assets at a time
when US equities represent around 65% of global market capitalisation.

We therefore continue to hold the majority of our equity exposure in global markets
rather than the US.

Earnings, Liquidity, and Policy

Q4 earnings season is still wrapping up, but results remain strong. Around 75% of
companies have beaten expectations, with an average upside surprise of 7.7%. Capital
expenditure is also increasing, reinforcing the view that corporate confidence remains
intact.

The broader economic backdrop continues to improve. Recession expectations are at
their lowest level in four years, while inflation expectations are at a six-year low.
The second chart highlights US CPI alongside average gasoline prices and a
private-sector inflation metric, Truflation, all of which suggest easing price pressures.
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The Federal Reserve remains in an easing posture, with fiscal policy also highly
stimulative. Ongoing QE dynamics and persistent deficit spending continue to raise
concerns around monetary debasement, which helps explain gold’s strong performance—
albeit not Bitcoin’s this year. Over the past five years, both the money supply and
national debt have quadrupled, while the Fed’s balance sheet has doubled.

Credit conditions remain loose. Bank lending standards continue to ease, and high-yield
spreads sit near cycle lows, indicating ample liquidity across the system.

Emerging Risks: AI, Credit, and Employment

Despite this supportive backdrop, complacency is clearly rising—particularly around Al.
The third chart highlights a segment of the US labour market: individuals holding
multiple jobs. While headline employment data remains resilient, the outlook for job
security is far less certain.

Any meaningful deterioration in employment confidence would disproportionately impact
consumer discretionary spending, with second-order effects on household credit and

Strategy | REYL Overseas Ltd | 3



housing. Al and robotics also pose structural challenges to a debt-based monetary
system, particularly through labour displacement.

We are already seeing stress in consumer credit. US loan delinquencies are at their
highest levels since 2017. Credit card loans in serious delinquency now stand at
approximately 12.7%, approaching the 2010 peak of 14%. Student loan delinquencies
are also rising, reflecting weak employment prospects for younger cohorts.

Track
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The private credit market is flashing warning signs. The final chart shows the share price
performance of several specialist managers year-to-date. Blue Owl Capital has already
restricted redemptions in what is a highly illiquid market that has experienced significant
inflows. A disorderly rush for liquidity could prove problematic. Notably, a recent family
office survey showed 30.8% of assets allocated to private investments, compared with
just 0.9% allocated to gold.

Normalized As Of 12/31/2025
Last Price
mApollo Global Management Inc 78.5645
=Blackstone Inc 73.7706
=KKR & Co Inc 72.3172
Ares Management Corp 70.8841
Blue Owl Capital Inc 69.8795
S&P 500 INDEX 99.8868
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One of our themes has been the growth of EM and de-dollarization. De-dollarization was
more about a conscious move away from the Dollar and US assets to Gold and other
currency groups. This theme however isn’t as clear cut. The Clarity Act which is being
dragged backwards through the hedge that is Washington DC politics could be a game
changer to the USD and US debt markets. If it passes the Stablecoin market could boom
and revolutionize markets as we know it. They would suck up supply of US treasury bills
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and put the Dollar (digitalized) back as King. The control, leverage and leadership for
any US Government would be sizeable.

Portfolio Positioning & final thoughts

Portfolios remain globally focused, with a bias towards commodities and commodity
producers. We maintain limited exposure to US equities and technology. While software
stocks have been punished relative to mining producers, we do not yet see a compelling
valuation opportunity to rotate back. Mining companies remain under-owned and are
benefiting from rising margins.

We remain invested in areas we believe will outperform but also recognise that many
legacy positions now sit on substantial gains. Entering markets afresh requires patience
and disciplined valuation analysis.

Rl == R s As we approach the US
25000 |\ ' mid-term cycle,
political uncertainty is
increasing, valuations
remain elevated,
complacency is high,
and there is limited
sidelined cash. While a
short, sharp re-pricing
is not our base case, it
cannot be ruled out. In
such an environment,
even gold may be
temporarily pressured
as liquidity is sought.
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The economy is not
the stock market. Economic momentum remains solid and is clearly reflected in
earnings. However, valuations are already rich, and risks are building beneath the
surface—particularly in private markets and labour dynamics.

Our message remains one of caution. The bull market is getting old, yet history shows
that some of the most extreme upside moves can occur late in the cycle. We would look
to sell into any such strength rather than chase it.

J. Loudoun

Chief Investment Officer, Reyl Overseas.
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CONTACTS
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Talstrasse 65
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T+4158717 9400
F+41 58717 9301
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DISCLAIMER

This advisory note is provided by REYL Overseas Ltd, an independent affiliate of the REYL Group, duly
registered as an independent adviser with the SEC.

The information and data presented in this advisory note are given for informational purposes only and
are not to be used as, or considered to be, an offer or solicitation to buy, sell or subscribe to any securities
or financial instruments.

This information does not take intfo consideration the specific investment objectives, financial situation or
particular needs of any person that enters into a relationship with REYL Overseas Ltd which must be done
by written agreement. The value and income of any securities or financial instruments can go up as well
as down. The market value of securifies or financial insfruments may be affected by changes in
economic, financial or political factors, fime to maturity, market conditions and volatility, or the credit
quality of any issuer or reference issuer.

REYL Overseas Ltd does not render or offer to render personalized investment advice in this advisory note.
REYL Overseas Ltd may only fransact business or render personalized investment advice in those States
where it is registered or where an exemption or exclusion from such registration exists.

Foreign currency rates may have a positive or adverse effect on the value, price orincome of any security
or related investment. Many factors may affect the value of a financial instrument, and accordingly,
investors effectively assume all risks and may receive back less than they had originally invested.

Past performance should not be taken as, and is not, an indication or guarantee of future performance
and no representation or warranty, expressed or implied, is made by REYL Overseas Ltd regarding future
performance.

Any information contained on this advisory note does not constitute the investment policy or strategy of
REYL Overseas Ltd or an investment recommendation, but merely the different assumptions, views and
analytical methods of those who prepared it. The information, opinions and estimates expressed in this
advisory note reflect a judgment as of its original publication date and are subject to change without
notice.

Proprietary papers and writings are the opinion of REYL Overseas Ltd. Other articles, links, and information
contained herein are obtained from sources REYL Overseas Ltd believed to be reliable. Although alll
reasonable care was tfaken in gathering the information and formulating the opinions contained herein,
REYL Overseas Ltd does not make any representation whatsoever as to its accuracy or completeness.
Accordingly, REYL Overseas Ltd accepts no liability for any loss arising from the use of this note, which are
made available for information purposes only.

This advisory note is not directed to, or infended for distribution to or use by, any person or entity who is a
citizen or resident of, or located in, any locality, state, country or other jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation.

Clients should consulf their adviser with regard to any questions they may have. Please be aware that
there are risks associated with all investments and investment strategies.
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