2026-07-05 - SSN - NonFarm Payrolls Miss, Rates, Yen Collapse, Al Selloff, Shopify Growth,
Special Sits Update - 01 - (report)

Condensed Report

General Strategy & Market Stance: Shift back to a "bad news is good news" framework. Weaker economic prints

are viewed as supportive of equities because they reduce the likelihood of further hawkish Federal Reserve interest
rate hikes. Prioritize disciplined rebalancing, diversification, and companies with durable earnings growth, avoiding
heavy crowding in a small number of high-beta momentum names.

Macroeconomic Highlights & Interest Rates: Analysis of the June Non-Farm Payrolls miss (57,000 vs 113,000
estimated), along with a combined 74,000 downward revision for April and May. The unemployment rate fell to 4.2%
primarily because 750,000 workers left the labor force, pushing the participation rate down from 61.8% to 61.5%.
Rate hike expectations eased following a more dovish speech by Kevin Warsh in Europe and supportive Dallas Fed
Trimmed Mean PCE data.

FX & Commodities: The Japanese Yen dropped to its lowest level against the US Dollar in 40 years under
anomalous market conditions where 40-day realized volatility was extremely low (just over 3.75%). Speculators built
the second-largest net short Yen position in history. Global oil markets softened ($WTI$ at $68.50, $Brent$ at
$71.80) amid a temporary 60-day Iran ceasefire framework, though Strategic Petroleum Reserve stocks remain at
their lowest levels since the 1980s. Strong ongoing portfolio conviction in physical Gold and Silver.

Growth Vector Deep Dive — Shopify: Comprehensive bull case on Shopify (SHOP), identifying it as a major
structural Al beneficiary via tools like Sidekick and the Universal Commerce Protocol (UCP). Projected 60% upside to
$190 per share over the next one to two years based on a current price of $119.50, supported by robust Gross
Merchandise Value (GMV) compounding.

Special Situations, Spin-offs & M&A:

o Comcast (CMCSA): Announced a tax-free spin-off plan to separate its media and entertainment assets
(NBCUniversal and Sky) from its core broadband operations.

o Rocket Lab (RKLB): Entered a definitive agreement to acquire satellite operator Iridium (IRDM) for an $8
billion enterprise value.

o S&P Global (SPGI): Completed the regular-way spin-off of its mobility division into an independent entity,
Mobility Global (MGGL).

o Allied Gold Corporation (AAUC): Risk-arbitrage evaluation of the wide 34% spread on its pending acquisition
by Zijin Mining.

o Martin Marietta (MLM): Agreed to a $13.5 billion combination with limestone supplier Lhoist North
America.

o BiolLife (BLFS) / Theravance (TMV): BioLife drawing takeover interest from Repligen (RPLG), and
Theravance entering a definitive cash buyout agreement with Zymeworks at $17 per share.

Activists & Hedge Fund Positioning: Jana Partners building a quiet, delayed-disclosure activist stake of over 1
million shares in Everpeer (formerly Pure Storage, PSTG). Michael Burry initiating high-conviction short positions
against mega-caps including Nvidia, Tesla, Caterpillar, and Applied Materials. Altana launching a dedicated fund
to short vulnerable life insurance companies.

Credit Risks & Private Credit Strain: Blue Owl Capital (OWL) imposing strict 5% quarterly redemption gates on
its retail-facing private credit funds (OCIC and Technology Income Corp) following massive investor redemption
requests.

Market Structure & Russell Reconstitution: Extreme bifurcation observed during the Second Quarter of 2026, with
41 Al-related stocks commanding 45% of the total S&P 500 weight. The semi-annual FTSE Russell index
reconstitution caused dramatic "style blurring," with Microsoft and Apple shifting half their weights into the Value
index, and the Magnificent Seven scaling to a 17% absolute weight in the Russell 1000 Value index.



e Al & Semiconductor Supercycle Disruptions: Analysis of the sharp 30% local drawdown in memory giant SK
Hynix, Micron's massive earnings beat-and-raise turning into a "sell-the-news" event, and Samsung counter-
cyclically hiking Q3 DRAM prices by 20%. Evaluation of Chinese memory competitor CXMT's operational boundaries,
Super Micro Computer's (SMCI) criminal smuggling scandal in Taiwan, and Apple's supply-chain margin pressure
due to structural high-bandwidth memory (HBM) chipflation.

e Q&A Coverage: Neutral-to-bearish outlook on Robinhood (HOOD) following its run-up to a $101 billion market cap
on expensive forward multiples. Interpretation of Meta Platforms' (META) tactical narrative of leasing out excess
compute capacity to manage investor sentiment around high capex outlays.

Actionable Items
Macro Trends to be Aware Of

e Bad News is Good News Paradigm: Position portfolios to take advantage of short-term relief rallies on weaker
domestic macro data, as the market interprets a softening labor environment as a sign the Fed will hold off on
further rate hikes.

e Systemic Private Credit Friction: Closely monitor redemption trends and asset-manager gates across retail-facing
direct lending vehicles; rising liquidity strain highlights vulnerabilities across non-bank financial entities.

¢ Al Financing Stack Weaknesses: Track warnings from the Bank for International Settlements (BIS) regarding debt-
fueled data center spending and circular financing loops where chipmakers, hyperscalers, and Al labs book revenue
from one another.

Potential Additions to the Portfolio
e Shopify (SHOP): Accumulate common stock at current levels around $119.50, targeting a 12-to-24 month price
objective of $190.00 per share based on fundamental Merchant Solutions expansion and generative Al integrations.

e Allied Gold Corporation (AAUC) Arbitrage: Allocate capital to capture the 34% merger arbitrage spread. The risk-
reward profile is attractive given the stock has already retraced down near its pre-announcement baseline.

e Physical Precious Metals: Maintain a disciplined accumulation program in physical Gold and Silver on price
pullbacks, honoring an absolute portfolio concentration ceiling of 15%.

Potential Reductions in the Portfolio

e WPP / Sky Arbitrage Spread: Complete a full exit of the position on Monday to capture break-even terms or minor
profitability, capitalizing on collapsed implied volatility following the UK antitrust ruling against the
Getty/Shutterstock merger.

Potential Additions to Shorts
¢ Life Insurance Entities: Shadow the specialized short strategy targeting under-regulated, private-credit-exposed
large-cap life insurers such as Lincoln National (LNC) and MetLife (MET).

e Speculative High-Beta Cyclicals: Evaluate structural short positions against overextended, low-growth industrial
cyclicals that have run up purely on momentum, aligning with the core thesis behind Michael Burry's Caterpillar
(CAT) short.

Ideas Worth Monitoring for Future Portfolio Actions
e Sable Offshore (SOC): Track equity stabilization following its multi-tier refinancing package. Look for strategic
opportunities to sell puts at the $2.00 and $2.50 strike prices to capture exceptionally high premiums.

e Comcast (CMCSA): Monitor the operational timeline of the upcoming tax-free media spin-off tracking
NBCUniversal. Prepare to build a structural long position if shares pull back significantly prior to execution.

e SK Hynix IPO: Review the prospectus for the upcoming US initial public offering of the Korean memory leader to
evaluate relative value mispricings against domestic semiconductor peers.



e Everpeer (Pure Storage Rebrand): Track Jana Partners’ activist campaign to see if operational adjustments can
unlock enterprise value against flash memory margin headwinds.

Ideas from the Q&A Section if They Are Actionable

e Robinhood (HOOD): Avoid deploying new capital at current levels around $112.00. The company trades at an
expensive ~55x P/E multiple while forward revenue growth is projected to decelerate. Restrict entry to a pull-back
into the $70-$80 range.

e Meta Platforms (META): Treat the company's "neo-cloud" compute leasing announcement as a near-term
sentiment management tool rather than a structural pivot. Expect massive 2027 capex outlays to continue hitting
the wire.

Stock Symbols & Company Names List

e AAUC, Allied Gold Corporation

e ADBE, Adobe Inc.

e AMD, Advanced Micro Devices, Inc.
e AMAT, Applied Materials, Inc.

e APLD, Applied Digital Corporation
e ARM, Arm Holdings plc

e ASML, ASML Holding N.V.

e AVGO, Broadcom Inc.

e BLFS, BiolLife Solutions, Inc.

e CAT, Caterpillar Inc.

e CHEF, Chief Telecom Inc.

e CMCSA, Comcast Corporation

e CRWD, CrowdStrike Holdings, Inc.
e DDOG, Datadog, Inc.

e DELL, Dell Technologies Inc.

e HOOD, Robinhood Markets, Inc.

e |[RDM, Iridium Communications Inc.
e INTC, Intel Corporation

e LNC, Lincoln National Corporation
e META, Meta Platforms, Inc.

e MET, MetLife, Inc.

e MGGL, Mobility Global

e MLM, Martin Marietta Materials, Inc.
e MNDG, MongoDB, Inc.

e MSFT, Microsoft Corporation

e MU, Micron Technology, Inc.

e NET, Cloudflare, Inc.

e NVDA, NVIDIA Corporation

e NTAP, NetApp, Inc.



e OWL, Blue Owl Capital Inc.

e PLTR, Palantir Technologies Inc.
e RKLB, Rocket Lab USA, Inc.

e RPLG, Repligen Corporation

e SHOP, Shopify Inc.

e SMCI, Super Micro Computer, Inc.
e SNOW, Snowflake Inc.

e SPGI, S&P Global Inc.

e TSLA, Tesla, Inc.

e TWLO, Twilio Inc.

e UBER, Uber Technologies, Inc.

e ZM, Zoom Video Communications, Inc.
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Report Details
Macroeconomic Landscape, Employment Data, and Fed Policy Shifts

The domestic macroeconomic narrative has shifted back into a regime where bad economic data is interpreted as good
news for equity markets. Under this framework, signs of an economic slowdown are viewed as positive catalysts because
they signal that the Federal Reserve is less likely to pursue a hawkish path or implement further interest rate hikes. This
trend was prominent following the recent release of the June Non-Farm Payrolls (NFP) report. The headline figure



delivered a significant miss, showing that only 57,000 jobs were created during the month against Wall Street expectations
of 113,000. This follows a clear deceleration pattern in domestic job creation over the first half of the year, falling from
160,000 in January to 148,000 in April, 129,000 in May, and dropping to the 57,000 print for June. Furthermore, revisions
stripped an additional 74,000 jobs out of the previously reported data for April and May. Private payrolls were notably soft,
contributing only 49,000 jobs to the total.

A deeper look at the underlying household survey shows that while the headline unemployment rate technically fell from
4.3% to 4.2%, the drop occurred for negative structural reasons. Specifically, 750,000 individuals completely left the
domestic labor force during the period. This drove the labor force participation rate down from 61.8% to 61.5%. This shift
points to growing fatigue among job seekers, particularly within white-collar segments where workers still hold enough
savings to pause active job searches. Sectorally, a highly unexpected contraction occurred in leisure and hospitality, which
shed 61,000 jobs. Building materials also dropped by 12,000 jobs. These declines were offset only by hiring across
healthcare, social services, and professional corporate services. Concurrently, full-time employment trends have shown a
sharp decline over a trailing two-year horizon.

In response to this deceleration, US Dollar inflation swap rates collapsed from their cyclical peaks established in April,
mean-reverting back to levels observed prior to the initiation of the Iran conflict. Simultaneously, overnight index swap
(OIS) pricing adjusted terminal interest rate expectations downward. Following a speech in Europe by Fed Governor Kevin
Warsh—which adopted a noticeably more dovish tone relative to his initial addresses—traders began pricing in interest
rate cuts extending into 2027. The market has settled on an expectation of roughly 1.5 total rate hikes through the
remainder of the calendar year, down from brief expectations of up to three hikes.

While institutional market-makers like Citadel Securities continue to caution that investors are underestimating the Fed's
commitment to lowering inflation, indicators like the Dallas Fed Trimmed Mean PCE inflation gauge show consistent
disinflation. This index explicitly strips out transient price spikes, such as Apple's recent 20% hardware price increases or
Netflix's subscription rate hikes. However, core services inflation excluding housing remains sticky. In the immediate
aftermath of these dynamics, equity futures staged a broad relief rally, with the Nasdaq futures gaining 1.4%, the S&P 500
up 40 basis points, and the Russell 2000 advancing 25 basis points, supported by a matching rebound across Asian
semiconductor components.

Shopify Inc. (SHOP) — Long Thesis and Valuation Model

Shopify (SHOP) represents a compelling secular growth story that has been swept up in the broader software-as-a-service
(SaaS) multiple compression cycle. The equity has corrected to $119.50 per share, presenting an attractive entry window
for a long position. Internal financial modeling indicates a conservative 12-to-24 month price target of $190.00 per share,
implying approximately 60% absolute upside. The core of this thesis relies on Shopify’'s position as a primary commercial
beneficiary of generative Al integration, sustained international e-commerce tailwinds, deepening payment processing
monetization, and offline retail market-share gains.

Architecturally, Shopify operates a dual-revenue framework that separates its top-line exposures into Subscription
Solutions and Merchant Solutions:

e Subscription Solutions: Consists of predictable, recurring monthly software-as-a-service fees paid by retail
operators to secure storefront access, structural theme kits, inventory tracking tools, and proprietary backend
analytical dashboards.

e Merchant Solutions: Comprises transaction-driven, variable revenues that scale alongside broad platform activity.
This includes merchant credit card processing through Shopify Payments, localized logistics and shipping
coordinates, and its cross-border checkout engine, Shop Pay.

The primary operational metric tracking Shopify's fundamental health is Gross Merchandise Value (GMV)—the total raw
dollar volume of all underlying products transacted across the platform's global ecosystem. Because Shopify charges a
fixed take-rate against this volume, GMV scales directly into high-margin revenue. In its recently reported first quarter,
Shopify delivered strong metrics, processing $101 billion in GMV. This marks an absolute acceleration to 35% year-over-
year expansion (30% in constant currency terms), beating Wall Street consensus targets of $99 billion and printing its



fourth consecutive quarter of 30%+ GMV growth. Total quarterly revenue tracked this expansion, rising 34.3% year-over-
year to $3.2 billion.

This growth is supported by several international and structural vectors. Mid-market and large enterprise merchant
counts have effectively doubled over the last two years, driven by multinational brands such as Skims, Supreme, Vuori,
and Mattel. Geographically, while North America remains the core market anchor, European GMV expanded by 45% (35%
constant currency), showcasing solid corporate execution despite a stagnant broader European macroeconomic
backdrop. International Shop Pay processing volumes spiked 70% year-over-year. Furthermore, the company's deliberate
push into physical brick-and-mortar ecosystems bore fruit, with offline retail GMV accelerating to 33% year-over-year. B2B
commerce volumes expanded by 80%.

From an Al innovation perspective, Shopify has deployed generative Al tools directly into its core software stack. The
company's native Sidekick commerce assistant has automated store administration and optimized search-to-order
customer conversions. Weekly active merchant usage of Sidekick surged 4x in the first quarter, with enterprise accounts
generating over 12,000 custom software applications during the quarter. Strikingly, nearly 50% of all automated workflows
built within the platform are now natively generated via Sidekick. Furthermore, as Al-native search engines begin replacing
legacy architectures, Shopify has optimized its product discovery layers via partnerships with Large Language Model (LLM)
optimizers and the Adobe Summit. This has resulted in Al-driven search pathways delivering two times the volume of net
new buyers to merchant sites relative to traditional legacy search infrastructure.

On the corporate governance front, Shopify established the Universal Commerce Protocol (UCP) council to set baseline
data standards for agentic e-commerce workflows. Last month, enterprise titans including Amazon, Meta, Microsoft,
Salesforce, and Stripe formally joined the UCP council, cementing Shopify's architectural leadership.

The primary bear case concern centers on escalating token compute costs, which management noted had imposed an 80
basis point drag on subscription gross margins. However, this compute spend is better viewed as customer acquisition
cost that drives the broader high-margin transaction flywheel. Internally, Shopify has utilized Al tools to drive
organizational efficiency, delivering mid-30s top-line growth against flat corporate headcount footprints. This operational
discipline yielded a 260 basis point year-over-year expansion in non-GAAP operating margins to 16.5% (beating consensus
by 100 basis points) and fueled a 31% surge in free cash flow to $476 million, printing a strong 15% free cash flow margin.
While the stock continues to command a relative multiple premium over deeply depressed, lower-growth peers like Wix,
current consensus expectations have dialed back forward growth models into the high-20s, implying that execution risks
are heavily priced into the current valuation.

Special Situations, Corporate Actions, and Risk Arbitrage Deep Dive
The special situations terrain experienced significant corporate asset realignments over the past week:
Comcast Corporation (CMCSA)

Shares of the media and telecommunications giant surged 20% following the formal announcement of a definitive plan to
separate its high-growth broadband and wireline connectivity businesses from its mature entertainment and content
divisions. The structural transaction will be executed via a tax-free spin-off to existing shareholders, a process projected to
require roughly 12 months to clear regulatory reviews and final debt financing placements. The newly decoupled
independent entity, which will retain the NBCUniversal corporate branding alongside Sky assets, is set to inherit a
premium asset base: the Universal theme parks division, Universal Film and Television Studios, the core NBC and
Telemundo broadcast networks, Peacock, Bravo, and Sky's international operations. Structurally, NBCUniversal will
mirror Comcast's legacy dual-class share architecture to preserve control structures. To maximize capital efficiency,
Comcast intends to retain an initial 20% equity stake in the spin-off for up to one year post-separation, systematically
monetizing the position over time. This transaction effectively unwinds the vertical distribution-plus-content integration
model popularized in the 2010s, reminiscent of AT&T's highly value-destructive acquisition and subsequent divestiture of
Time Warner.

Rocket Lab USA, Inc. (RKLB) & Iridium Communications Inc. (IRDM)



In a major consolidation within the aerospace and orbital telecommunications sectors, Rocket Lab (RKLB) executed a
definitive agreement to acquire satellite operator Iridium (IRDM) for a total enterprise value of $8 billion. The transaction
utilizes a mixed cash-and-stock consideration structure under which Iridium shareholders are positioned to receive
$27.00 per share in cash, plus a variable allotment of Rocket Lab common stock governed by a protective collar
mechanism bounded between a floor of $67.50 and a ceiling of $112.50. Market reaction was highly favorable, with
Rocket Lab common stock advancing 8% on the announcement as institutional allocators cheered the strategic
elimination of a core operational competitor. The deal is targeted for final closure by mid-2027.

Allied Gold Corporation (AAUC) — Risk Arbitrage Analysis

An exceptionally wide 34% merger arbitrage spread has opened up on Allied Gold Corporation (AAUC), driven by a dense
intersection of geopolitical, regulatory, and macroeconomic headwinds. The company entered into a definitive agreement
to be acquired by Chinese state-backed natural resource conglomerate Zijin Mining via an all-cash transaction valued at
Canadian $44.00 per share (or US $32.00 per share, subject to spot FX adjustments). This deal was inked during the First
Quarter when spot Gold prices were pressing local highs. At present, the equity trades down near US $23.00 and Canadian
$33.00, reflecting extreme market skepticism regarding closing certainty.

A granular examination reveals four distinct structural discount drivers:

1. Chinese Outbound Regulatory Bottlenecks: While the transaction successfully cleared its primary domestic
hurdle by securing Canadian regulatory clearance under the Investment Act of Canada (ICA) in May, the final
timeline has stalled. On May 29, 2026, the parties extended the drop-dead outside closing date to July 29, 2026. The
core friction point resides in securing critical outbound capital and regulatory filings through Chinese state bureaus,
specifically the Ministry of Commerce (MOFCOM), the State Administration of Foreign Exchange (SAFE), and the
National Development and Reform Commission (NDRC). Arbitrageurs traditionally sell positions upon timeline
extensions, exacerbating price discounts.

2. West African Geopolitical Risk: Unlike clean jurisdictions managed by operators like Alamos, Allied Gold's
principal producing assets are located in highly volatile geographies: the Sadiola Gold Mine in Mali, the Bonkiero
Agbaio complex in the Ivory Coast, and the Kurmuk development project in Ethiopia. Mali remains under the
governance of an unpredictable military junta, and resource nationalism is rising across West Africa. Arbitrage pools
fear local regimes may hold up final change-of-control approvals to extract large tax penalties or demand carried
state equity interests.

3. Operational and Financial Squeeze: Allied Gold printed a major $58 million net loss in the first quarter, weighted
down by structurally high All-In Sustaining Costs (AISC) relative to African mining peers. Simultaneously, its massive
Kurmuk asset in Ethiopia is locked in a highly capital-intensive development phase as it races toward first gold
production, placing acute liquidity strains on the standalone entity.

4. Precious Metals Price Volatility: Spot Gold experienced a sharp 20% correction over the preceding quarter. This
asset decline has stoked intense fear that Zijin Mining may attempt to walk away from the table or demand an
aggressive downward price restrike. However, because the underlying equity has already dropped back down to its
pre-announcement baseline, the risk-reward skew for patient capital remains highly asymmetric and attractive.

Additional Capital M&A Updates

e S&P Global (SPGI): Formally finalized the structural separation of its automotive tracking unit into an independent,
publicly traded entity named Mobility Global, which commenced standard-way market quotation under the ticker
MGGL. The divestiture leaves the parent organization as an optimized, premium pure-play data entity.

e Martin Marietta Materials, Inc. (MLM): Signed a definitive consolidation agreement to merge with prominent
industrial limestone supplier Lhoist North America in a transaction valued at $13.5 billion inclusive of outstanding
debt obligations. The funding mechanism relies on $7 billion in cash reserves paired with $6.5 billion in freshly
issued Martin Marietta common equity.

¢ BioLife Solutions (BLFS): Confirmed to be drawing structural takeover interest from life sciences supplier Repligen
(RPLG). Separately, Zymeworks finalized a definitive cash buy-out of Theravance at $17.00 per share.



Institutional Activism, High-Profile Shorts, and Credit Market Strains

During the current market cycle, activist campaigns, high-conviction short strategies, and liquidity constraints within
private credit channels have accelerated significantly:

Jana Partners Activist Campaign in Everpeer (Pure Storage)

Prominent activist fund Jana Partners has accumulated a substantial long position exceeding 1.0 million shares in
enterprise data storage developer Everpeer—the corporate entity formerly known as Pure Storage (PSTG), which
officially rebranded in March to pivot toward a comprehensive hardware-plus-software Al data platform architecture. Jana
Partners initiated this position in the First Quarter of 2026 but utilized institutional guardrails to request a temporary
disclosure delay from the Securities and Exchange Commission (SEC), keeping the stake hidden from standard 13F filings.
Shares of Everpeer advanced 9% to $79.00 on the disclosure. While the company is compounding top-line growth at a
20% annualized clip, it faces margin pressure stemming from escalating raw input costs for flash memory components.
Despite passing these burdens onto clients via regular price hikes alongside competitor NetApp (NTAP), Everpeer trades
at a modest 4% free cash flow yield based on forward financial targets of $1.1 billion in free cash flow, setting up an
intriguing operational optimization canvas for the activist.

Michael Burry's Concentrated Short Deployments

Renowned macro short-seller Michael Burry (Scion Asset Management) has disclosed highly concentrated new short
positions targeting market darlings Nvidia (NVDA), Tesla (TSLA), Caterpillar (CAT), and Applied Materials (AMAT). Burry
explicitly designated the baseline semiconductor benchmarks as pure forms of unmitigated valuation extremes rarely
observed in modern financial history. Notably, this marks Burry's inaugural short deployment against Caterpillar, initiated
after the industrial giant surged 86% in the first half of the year despite stagnant underlying fundamental sales expansion.

Altana Life Insurance Short Fund & Private Credit Redemptions

Hedge fund manager Lee Robinson (Altana) is launching a specialized institutional vehicle explicitly designed to short
large-cap life insurance corporations, specifically naming Lincoln National (LNC) and MetLife (MET). The core thesis
centers on these insurers quietly building massive, unhedged balance sheet exposures to opaque private credit tranches.
Because these non-bank financial entities escape the stringent regulatory capital oversight applied to Tier-1 US banking
institutions, they represent systemic single-point-of-failure vulnerabilities.

Concurrently, severe redemption stress has begun showing up across the private credit ecosystem. Direct lending titan
Blue Owl Capital (OWL) was forced to invoke emergency structural capital gates across two of its primary retail-facing
credit funds following an unprecedented wave of investor withdrawal demands. Its flagship Owl Rock Core Income Corp
(OCIC), managing approximately $34 billion in total assets, was hit with redemption requests totaling 18.8% of outstanding
capital, forcing management to hard-cap liquidations at their strict 5% quarterly limit. Even more severe flight occurred at
the Blue Owl Technology Income Corp, which faced massive redemption requests for 38% of its total fund capital,
triggering an identical 5% defensive gate mechanism.

Market Microstructure: Q2 Recap, Bifurcation, and Russell Reconstitution Blurring

The Second Quarter of 2026 entered financial history books as an extreme period of index concentration and performance
bifurcation. Broad international benchmarks delivered historic metrics; the MSCI All Country World Index added 15% in its
strongest single quarterly performance frame since the Fourth Quarter of 2020. Performance was driven by global
emerging markets (up 24%), the Russell 2000 (up 21%), the S&P 500 (up 15%), and the Russell 1000 Growth index (up
16%). However, stripping away the direct beneficiaries of the artificial intelligence infrastructure buildout reveals a starkly
fragmented reality.

The market split completely into two distinct asset classes: Al stocks and non-Al stocks. At present, exactly 41 corporate
constituents within the S&P 500 are explicitly classified as Al-centric names (spanning Broadcom, Oracle, Palantir, AMD,
Salesforce, Uber, Qualcomm, Arista, Adobe, Micron, Palo Alto, Intel, and CrowdStrike), controlling an unprecedented
45% total aggregate index weighting. Bank of America’s chief strategist Michael Hartnett noted that overall index



concentration around this single thematic segment has reached its highest point in 150 years, drawing historical parallels
only to the late-19th-century railroad bubble.

This bifurcation severely distorts standard economic signaling. For example, since the initiation of the Iran conflict on
February 28th, the headline S&P 500 advanced 7% over a four-month stretch, implying a robust domestic macroeconomic
backdrop. However, looking under the hood reveals that the 459 non-Al stocks within the index gained a meager 1.5%
over that identical timeframe. During the quarter, the top Al semiconductor cohort rocketed 88% higher, and specialized
data center builders added 70%. In stark contrast, the average standard S&P 500 company only returned about 11%, while
mega-cap hyperscalers underperformed at 10%. This concentration is further evidenced by the fact that just 10 elite
corporate entities (representing 32% of total index capitalization) generated more than 60% of the entire S&P 500's
quarterly total return. Meanwhile, only 30% of individual listings managed to outperform the broad index, and a full 33%
of companies closed the quarter in negative territory.

This imbalance triggered a massive disruption during the semi-annual FTSE Russell index reconstitution on june 26th,
printing the largest rebalancing volume and market-capitalization migration on record. This reconstitution effectively
broke traditional quantitative style defilers through a phenomenon known as "style blurring":

e Growth vs. Value Style Erosion: Because FTSE Russell uses a fixed formula that allocates large-cap market
capitalization equally between Growth and Value buckets, the massive market cap inflation of the tech sector
systematically raised the statistical bar for what qualifies as a pure growth stock. Consequently, Alphabet shifted
back to the Growth index after a brief stint in Value. However, consumer discretionary heavyweight Amazon was
reassigned almost entirely into the Value index. Even more striking, enterprise titans Microsoft and Apple had
exactly 50% of their total index weightings shifted out of Growth and into the Value index.

e The Valuation Mismatch: As a direct result of this mechanical rebalancing, the Mag 7 cohort now commands a
staggering 17% absolute structural weighting inside the Russell 1000 Value index. This forces value-mandated
asset managers into massive tech concentration, loading portfolios with capital-intensive, high-multiple tech
operators that share almost no statistical lineage with classic value sectors (characterized by low multiples, mature
cyclicals, low operating leverage, and minimal capital intensity). This blurring effectively eliminates the historical
diversification benefits of holding separate Growth and Value allocations.

e Small-Cap Capital Flings: Similar distortions impacted the small-cap domain. Exactly 43 high-performing Al
infrastructure companies graduated out of the small-cap Russell 2000 and into large-cap tranches. This cohort had
single-handedly carried the small-cap index, accounting for nearly half of the Russell 2000's total year-to-date
performance. Their graduation leaves the underlying index fundamentally weaker, lower in tech exposure, and
highly dependent on traditional macroeconomic easing cycles. Reflecting structural inflation, the maximum market-
cap threshold to qualify as a small-cap entity surged to an all-time high of $5.7 billion (up from $1.0 billion post-
GFC), pushing the average weighted market capitalization of the Russell 2000 up to $7.5 billion—a scale that a
decade ago would have out-sized 30% of the large-cap S&P 500.

The Global Semiconductor Memory Supercycle and Supply-Chain Crises

The global semiconductor framework experienced high levels of structural drama, characterized by anti-trust litigation,
criminal smuggling investigations, unexpected supply pricing power, and an acute geopolitical struggle over advanced
wafer allocations.

DRAM Price-Fixing Litigation & Market Realities

A major class-action lawsuit was filed against the global memory triumvirate—Samsung, SK Hynix, and Micron—alleging
coordinated DRAM price-fixing. The legal complaint argues that these three operators, who collectively control a
commanding 90% share of the global DRAM market, systematically curbed production capacity across standard legacy
DDR3 and DDR4 lines under the guise of High-Bandwidth Memory (HBM) retooling. This capacity reduction triggered
massive global shortages that inflated consumer prices for laptops, enterprise servers, and mobile hardware.

The Operational Realities of China's CXMT



In response to western export restrictions, CXMT has emerged as China's premier state-championed DRAM manufacturer,
rapidly adding production wafers to alleviate domestic reliance on foreign suppliers. However, analysis indicates that
CXMT is unviable as a near-term "cycle killer" or deflationary threat to global incumbents. The company remains stuck
several generations behind standard DRAM process nodes. More critically, it faces severe manufacturing bottlenecks
across multiple process steps, where equipment optimization in one sector does not solve yield failures elsewhere. CXMT
is legally blocked from acquiring advanced extreme ultraviolet (EUV) lithography systems from ASML due to strict US
export control laws. Furthermore, the company was placed on the Pentagon’s 1260H Chinese Military Company list due to
structural ties to the People's Liberation Army. While this designation does not legally bar domestic firms from purchasing
their components, it serves as an immense compliance red flag. Apple is currently engaging in an intense geopolitical
lobbying campaign in Washington, seeking explicit permission to buy low-power LPDRAM from CXMT. CEO Tim Cook
described the broader memory pricing landscape as a "once-in-a-century flood." Apple fears that the US Commerce
Department will imminently elevate CXMT to the formal Entity List (a total trade ban), which would completely paralyze
millions of upcoming iPhone 18 assembly lines if CXMT memory chips were already hard-integrated into production
blueprints.

The Structural HBM Capacity Squeeze

The primary driver behind global chipflation is a massive physical bottleneck in High-Bandwidth Memory manufacturing.
Advanced Al accelerators, such as Nvidia's H100, H200, B200, B300, and upcoming Rubin architectures, consume massive
amounts of memory. However, fabricating stacked HBM architecture requires 3 to 4 times the total raw silicon wafer
consumption of standard DRAM, alongside highly complex advanced packaging steps that decimate manufacturing yields.
Consequently, Micron, Samsung, and SK Hynix have aggressively cannibalized their smartphone and laptop memory
production lines to prioritize highly lucrative HBM server components for hyperscalers. This factory retooling has starved
the consumer electronics sector, causing global memory prices to surge 6x over the past year. In response, Apple was
forced to execute a uniform, blanket 20% price hike across its entire MacBook and iPad product portfolios to shield its
operating margins, pushing the base iPad Pro from $999 to $1,199. This unexpected margin pressure sparked an
institutional panic, wiping out $263 billion in Apple market value in a single trading session—the largest one-day market
cap drop in over a year.

Micron Technology's Historic Beat-and-Raise Print

Micron (MU) delivered an absolute blowout earnings scorecard, though the stock initially succumbed to a sharp "sell-the-
news" algorithmic correction down to $99.50 due to over-extended retail positioning. The underlying fundamentals,
however, remain spectacular. Micron's growth is secured by newly structured Strategic Customer Agreements (SCAs). The
firm has locked in 16 separate long-term supply contracts with 4 mega-cap hyperscalers, averaging 5-year durations.
These contracts guarantee allocations for 20% of Micron's total DRAM capacity and 33% of its NAND capacity, backed by
$22 billion in up-front hard cash deposits. Financially, Micron generated $18.3 billion in free cash flow, bumped its
quarterly dividend payout by 30%, and announced plans to commit 100% of all excess cash flow exclusively to share
repurchases starting in December 2026, immediately upon the expiration of capital allocation restrictions mandated under
the federal CHIPS Act. To sustain its lead, Micron raised its FY26 Capex guidance to $27 billion, with fiscal year 2027
outlays modeled to exceed a massive $10 billion per single quarter. Management point-blank refused to forecast an exact
date where global supply could catch up to demand, indicating the supply squeeze is structurally locked in place.

Samsung's Aggressive Q3 Pricing Maneuver & Market Implications

Demonstrating the extreme leverage held by memory producers, Samsung unexpectedly announced a mandatory 20%
price hike across all Q3 DRAM tranches, focusing price increases aggressively relative to competitor SK Hynix. This pricing
power confirms that underlying supply channels remain entirely cleared out, triggering an immediate 30% local bounce in
memory equities and driving the Wall Street futures recovery. Major investment houses like UBS immediately upgraded
long-term pricing models, forecasting that structural DRAM and NAND shortages will likely persist through 2028. UBS
analysts emphasized that recent retail pullbacks were purely positioning-driven rather than fundamental, shrugging off a
brief panic where Meta allegedly threatened to lease out excess capacity. Due to these severe chip shortages, major
Chinese smartphone OEMs—including Xiaomi, Oppo, and Vivo—were forced to slash their aggregate global hardware
shipment targets by a massive 30%. Concurrently, Al lab Anthropic entered into advanced structural negotiations with
Samsung to act as the primary foundry for its custom application-specific integrated circuits (ASICs), mimicking the



custom silicon routes carved out via Google's TPUs and Amazon's Trainium lines.
The Super Micro Computer (SMCI) Smuggling Scandal

The structural investability of server integrator Super Micro Computer (SMCI) completely evaporated following a massive,
expanding international criminal investigation led by the Keelung District Prosecutor's Office in Taiwan. Authorities
executed synchronized raids across 12 separate geographical coordinates, including corporate offices and 6 private
residences, culminating in the formal arrest and detention of two local Super Micro employees. The criminal ring stands
accused of widespread customs fraud and document forgery to systematically bypass international sanctions, smuggling
roughly 50 high-end enterprise Al servers fully equipped with advanced Nvidia chips directly into mainland China, Hong
Kong, and Macau via routing channels in Japan. Because tech diversion was not historically categorized as a standard
criminal violation under legacy Taiwanese statutes, prosecutors utilized customs fraud metrics to secure detentions. In
response, lawmakers from Taiwan's ruling Democratic Progressive Party are fast-tracking an aggressive amendment to the
Foreign Trade Act. This bill introduces a designated "Mainland China Semiconductor Chip Clause," formally criminalizing
the diversion of restricted silicon and granting intelligence units sweeping asset seizure powers.

Energy Transitions, Cash Flow Sustainability, and Al Macro Skepticism

The capital expenditure pathways of the Magnificent Seven have drawn intense institutional scrutiny. Bearish
commentators point out that the aggregate Al infrastructure spend has assumed massive proportions, tracking toward a
staggering $725 billion in fixed Capex outlays for this calendar year alone. This capital intensity has severely compressed
near-term corporate free cash flow metrics. For instance, Amazon's free cash flow cratered by 95% in the first quarter as it
burned $44 billion in a single quarterly window. Meta Platforms experienced an identical free cash flow squeeze against
$19 billion in quarterly Capex outlays, with internal models projecting its structural free cash flow turning entirely negative
by 2027. Alphabet has similarly guided its annual Capex envelope up to $185 billion. While consensus sell-side estimates
project a massive free cash flow explosion between 2028 and 2030 once monetization matures, these multi-year models
remain completely unprovable.

This infrastructure boom has driven a massive surge in corporate debt, with investment-grade bond issuance and private
credit tracking over $100 billion in 2025 alone to fund off-balance-sheet data center vehicles. The Bank for International
Settlements (BIS) issued an explicit global financial warning regarding this dynamic, highlighting "circular financing"
vulnerabilities where chip producers, cloud providers, and Al software labs systematically fund one another while
simultaneously booking those exact funding loops as future corporate revenue. Because private credit lenders have
quadrupled their structural tech exposure over the past five years to 15% of total portfolios, any sudden slowdown in Al
monetization could trigger rapid credit defaults that would impact institutional balance sheets and retail households alike.

Conversely, prominent macro allocators like Matt Dratch argue this massive Capex cycle is entirely justified, rejecting
comparisons to the late-1990s telecom fiber bubble. Dratch demonstrates that current quarterly Al revenue generation
has already cleanly overtaken fixed asset Capex depreciation costs, a structural milestone that cloud computing required
years to achieve during the early days of AWS. Furthermore, within the total build-out cost of a modern tier-1 data center,
advanced memory accounts for 18% of total expenditures, while logic processors (Nvidia silicon) command 42%, power
grids take 15%, structural buildings consume 15%, and advanced cooling systems require 10%.

To pacify nervous investors, Meta Platforms (META) initiated a tactical media campaign suggesting it plans to pivot
toward becoming a decentralized "neo-cloud" provider by leasing out its excess internal compute clusters to enterprise
clients, positioning itself to compete directly with SpaceX, Amazon, and Microsoft. While this narrative initially triggered a
brief relief rally, specialized analysis from SemiAnalysis confirmed the announcement was largely cosmetic. Meta has
quietly secured over 5 gigawatts of additional data center capacity through external co-location contracts over the last six
months alone, indicating its internal Capex requirements for training advanced models will actually accelerate through
2027.The "neo-cloud" leak was simply a PR strategy to prevent investors from penalizing the stock for its massive
infrastructure spend. In response to the overcapacity fears sparked by Meta's announcement, specialized alternative
cloud operators suffered severe, high-volume liquidations, with Nebius dropping 15%, CoreWeave falling 13%, and
entities like Hut 8, Applied Digital, and Cipher Mining surrendering between 8% and 11% of their equity value.



In the alternative energy and exploration sectors, Sable Offshore (SOC) completed a complex, highly dilutive refinancing
package to successfully pay off its structural Exxon term loan, which had expanded to $956 million due to deferred
payment-in-kind (PIK) interest. After paying a $30 million extension fee to push its immediate drop-dead maturity out by
30 days, the company raised capital through three separate structures: a $675 million high-yield Term Loan B offering,
$345 million in convertible notes, and a $115 million direct common equity placement. This massive equity overhang
caused the stock to collapse to $3.08 per share. However, because this capital raise completely eliminates immediate
bankruptcy or default risks, the equity staged a swift 30% recovery back toward its convertible strike anchor near $4.00,
opening up attractive, high-premium put-selling opportunities for options traders at the $2.00 and $2.50 strike levels.

Questions and Answers Section
Q: What is your current structural evaluation of Robinhood Markets, Inc. (HOOD)?

A: Robinhood (HOOD) has executed an impressive operational rebound, riding the retail options and crypto wave to move
from its lows near $70.00 up to $112.00 per share, having previously touched a local high of $150.00. However, the
equity's current valuation has become fundamentally detached from its mid-term financial realities. The company
commands a massive $101 billion market cap against just $2 billion in underlying operating income. It trades at a rich
trailing price-to-earnings multiple of roughly 55x, and 50x its operating earnings. While trailing twelve-month revenue
expansion appears robust, forward-looking consensus projections show a sharp deceleration, with growth slowing to 13%
for the full year before recovering to 25% next year. While management's recent 10% corporate headcount reduction
optimized their cost structure, this operational adjustment is fully priced into the shares. Unless the company delivers
unexpected product innovations or shows accelerating retail account generation, the stock has minimal near-term upside.
Capital should not be deployed at current levels; long entries should be strictly restricted to a pullback into the $70.00-
$80.00 range.

Q: How should we interpret Meta Platforms renting out its excess compute capacity while broad memory demand
remains structurally tight?

A: These two dynamics are not contradictory. Meta’s public announcement that it intends to lease out excess compute
capacity is a near-term capital management tactic designed to pacify institutional investors who are nervous about
massive Capex spending. It gives the company an alternative monetization narrative if its internal consumer-facing Al
models fail to achieve widespread adoption. In reality, Mark Zuckerberg has not downscaled his long-term Al ambitions.
Meta is still fully committed to spending hundreds of billions of dollars on data centers. The underlying demand for
advanced memory hardware from giants like Nvidia, Google, and Microsoft remains completely intact, and structural
capacity shortages will persist. Do not interpret Meta's announcement as a bearish signal for the broader semiconductor
cycle.

Q: What is your position regarding Jeffrey Gundlach’s public stance that he would buy physical Gold "with both
hands" if it hits $3,500?

A: Our portfolio stance remains highly constructive on precious metals, and we have been consistently adding to our
physical Gold and Silver positions over the past year. At present, our macro portfolio maintains a dedicated allocation to
precious metals that sits comfortably above 10%. However, disciplined risk management parameters must be maintained.
Allocators should avoid over-concentrating single commodity exposures; absolute portfolio limits for precious metals
should be strictly capped at a 15% maximum ceiling to preserve broad multi-asset diversification benefits.
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