2026-09-20 - SSN - FOMC Meeting Hike Discussion, Al Slowdown Aftermath, Iran War
Escalation, 3 Long Ideas WAY Acquisition, EXE Natural Gas, Nokia Al SOTP - 01 - (report)

Condensed Report

Macro Environment & Central Bank Actions: The Federal Reserve executed a widely anticipated 25 basis point
interest rate hike under Chair Kevin Warsh, bringing the policy rate to the 3.75% to 4.00% range, closely following a
rate hike by the European Central Bank. The dot plot indicates only one additional hike in 2026 and cuts in
subsequent years, but 2% PCE inflation is not projected until 2029. Markets are pricing in three total rate hikes over
the coming year.

Geopolitical Escalation & Chokepoints: The Middle East conflict escalated sharply as Iranian-backed Houthi forces
launched ballistic missiles and drone strikes targeting Riyadh (causing fuel depot fires at King Khalid International
Airport) and Yanbu. Houthis captured Perim Island and key Yemeni coastal districts, taking operational control of
the Bab-el-Mandeb Strait, declaring a maritime blockade, and threatening to mine the strait and attack
supertankers. In Eastern Europe, 1,600 drones were launched toward Moscow, striking refineries and a nuclear
plant.

Energy Infrastructure & Oil Dynamics: Damage to Saudi Arabia's East-West pipeline is expected to sideline 2.5 to
2.7 million barrels per day of exports from Yanbu for three to six weeks. Redirecting crude through Ras Tanura
increases vulnerability at the Strait of Hormuz. Saudi Arabia canceled October crude shipments to European buyers.
The US Strategic Petroleum Reserve dropped for the 25th consecutive week to 285 million barrels—its lowest level
since November 1982. P Morgan warned that global oil inventories are nearing an operational floor of 6.8 billion
barrels. Spot charter rates for Very Large Crude Carriers spiked toward $1,000,000 per day.

European Energy & Sovereign Debt Crisis: With Brent crude above $100-$110 per barrel and Dutch TTF natural
gas trading at €75-€80 per megawatt-hour (with worst-case risk of €100-€150 per megawatt-hour), Europe faces
severe stagflation risks. The crisis threatens widespread de-industrialization across chemicals, fertilizers, steel, glass,
and auto manufacturing. French 10-year sovereign yields climbed to 4.55% (the highest since 2008), leading
President Emmanuel Macron to call for an emergency G7 meeting to coordinate strategic reserve releases.

Global Bond Rout & UK Gilt Turmoil: Rapid simultaneous surges in Western government bond yields have pushed
the US 10-year above 5% (highest since 2007) and the 30-year to its highest since 2004. JGB 10-year yields surged
193 basis points to 3.03% (highest since 7996), driving domestic repatriation of capital away from US Treasuries. The
UK bond market is in severe distress: 30-year gilt yields touched nearly 6%, prompting the UK fiscal authority to
completely suspend issuance of 20- and 30-year gilts and halt quantitative tightening. Stocks are at their most
expensive levels relative to bonds based on free cash flow yields in 26 years.

Consumer Stress & Inflationary Pressures: High-end consumer resilience and massive corporate Al capex have
pushed the Atlanta Fed GDPNow estimate to 5.1%, yet lower-income households face mounting stress. Packaged
food companies like Campbell Soup Company and General Mills are initiating price increases due to GLP-1-driven
volume declines, energy pass-through costs, and rising agricultural input costs (wheat, corn, resins, freight). US
diesel prices reached $6.20 per gallon ($8.14 per gallon in California), jet fuel hit $4.35 per gallon, and 30-year
mortgage rates stand at 7.22%. Credit card delinquencies jumped to ~13% (an 18-year high), and consumers aged
40-49 account for 27% of new bankruptcies.

Al Sector Deceleration Debate: Industry leaders including Dario Amodei (Anthropic), Sam Altman (OpenAl), and
Satya Nadella (Microsoft) advocated for deliberate pacing and the creation of an industry safety and auditing
standards body. Michael Burry critiqued these calls as self-serving rhetoric designed to erect regulatory moats
against cheaper Chinese open-source models, distract from stalled incremental revenue generation, and cover for
delayed IPOs stretching into late 2026 and 2027. President Trump publicly rejected calls for an Al slowdown, labeling
it a hoax while asserting executive authority over the sector.

Actionable Long Theses:

o Expand Energy Corporation (EXE, formerly Chesapeake Energy): Compelling large-cap natural gas
producer trading at an estimated 15% 2026 free cash flow yield to equity, with a two-year price target of $129



(o]

(47% upside) and a bull case of $152 (70% upside) versus a bear case of $80 (-10% downside).

Waystar Holding Corp. (WAY): High-margin healthcare revenue cycle management software company
exploring a sale via Evercore and Barclays, with potential buyout valuations ranging from $31 to $42 per
share (base case mid-$30s).

Nokia Corporation (NOK): SOTP thesis valuing its optical networking unit at 30x-35x forward EBITDA inline
with pure-play comp Ciena Corporation, yielding an intrinsic value of roughly $13 per share (~20% upside)
with low downside volatility.

Eaton Corporation plc (ETN): Monitored as a premier secular tollbooth on Al data center power
infrastructure, with addressable content expanding from $1.5 million to $3.4 million per megawatt, targeted
for entry on pullbacks below $400.

¢ Fixed Income & Income Allocations: Given elevated yields, capital is being allocated into discounted closed-end
funds and high-yielding credit, including PIMCO Dynamic Credit and Mortgage Income Fund (PCI / PDO), PIMCO
Dynamic Income Fund (PDI), PIMCO Access Income Fund (PAX), Redwood Trust, Inc. (RWT), and its baby bond
RWTQ, yielding 11% to 13%.

e Special Situations & Arbitrage: The Corteva, Inc. (CTVA) spinoff of its seed division (Vialores) is navigating legal
challenges from state Attorneys General regarding legacy PFAS liabilities. The merger arbitrage spread on
Paramount Global's acquisition of Warner Bros. Discovery, Inc. tightened following FCC approval of foreign
backing.

e Q&A Highlights: Maintained a positive long-term view on Sea Limited (SE) at $100 per share trading at ~11x 2027
EBITDA; positioned tanker equities (Scorpio Tankers Inc., Frontline plc) strictly as operational hedges against an
extended Middle East war rather than outright directional longs.

Actionable Items

e Macro Trends to Be Aware Of:

(o]

Sustained stagflation risks in Europe driven by physical crude shortages, Dutch TTF gas spikes, and Middle
East supply shut-ins.

Continued global bond volatility and term premium expansion; global benchmark 10-year yields remaining
elevated near cycle highs.

Capital repatriation by Japanese institutions following Bank of Japan rate hikes toward 1.25%, reducing
foreign structural demand for US Treasuries.

Secondary inflationary wave stemming from surging freight and transportation fuel costs (diesel at $6.20/gal
nationally, $8.14/gal in California; jet fuel at $4.35/gal) feeding into packaged food and retail goods.

Widening economic bifurcation between affluent demographics supporting top-line retail sales and bottom
50% consumers suffering from mounting debt service and elevated delinquencies.

e Potential Additions to the Portfolio:

(o]

Expand Energy Corporation (EXE): Accumulate shares through March 2027; initiated a 20 bps starter
position targeting $129 base case (+47%) and $152 bull case (+70%).

Waystar Holding Corp. (WAY): Added on initial pullback to +6-7% post-rumor; accumulate further in the $25
range targeting a transaction in the $32-%$42 range (base case mid-$30s).

Nokia Corporation (NOK): Accumulate shares around $10.68 to capture optical networking SOTP re-rating
toward $13.00.

PIMCO Closed-End Funds (PDO, PDI, PAX): Add at ~5% discounts to net asset value to secure ~13%
annualized monthly income streams.

Redwood Trust, Inc. (RWT) & Redwood Trust Baby Bonds (RWTQ): Add to income holdings to lock in
double-digit yields.

Municipal Bond Closed-End Funds: Exploit municipal taxable-equivalent yields currently exceeding



investment-grade corporate bonds.
¢ Potential Reductions in the Portfolio:

o Lower-tier US and European consumer discretionary equities vulnerable to energy price inflation and real
wage compression.

o European industrial equities in energy-intensive sectors (chemicals, fertilizers, auto parts) facing direct power
rationing and negative operating cash flows.

e Potential Additions to Shorts:

o Semiconductor capital equipment and high-multiple neo-cloud providers vulnerable to moderation in hyper-
scaler capital expenditures and model training delays.

o European sovereign debt of high-deficit nations (e.g., French OATSs, Italian BTPs) as sovereign risk spreads
widen over German bunds.

¢ |deas Worth Monitoring for Future Portfolio Actions:

o Eaton Corporation plc (ETN): Prime large-cap industrial watch-list candidate; wait for a market pullback
below $400 per share before initiating an equity long.

o

Uber Technologies, Inc. (UBER): Monitor following $15 million in insider purchases by CEO Dara
Khosrowshahi and Andrew McDonald in the $60-$70 range.

o Sea Limited (SE): Monitor for stabilization around $100 per share (trading at ~7% free cash flow yield on
2026 estimates) and evidence of top-line acceleration in Q3 results.

o

Corteva, Inc. (CTVA): Track court rulings regarding state AG attempts to block the October 1, 2026 seed
spinoff over PFAS liabilities; prepare to trade RemainCo weakness against SpinCo (Vialores) strength.

o

Crude Tanker Equities (Scorpio Tankers Inc., Frontline plc, DHT Holdings, Inc., Nordic American Tankers
Limited, Ardmore Shipping Corporation, Imperial Petroleum Inc.): Maintain as dynamic hedges; observe
whether structural spot VLCC charter rates remain elevated into 2027.

e Actionable Items from the Q&A Section:

o Do not chase tanker stocks as unhedged cyclical longs; utilize existing positions strictly as an operational
hedge against persistent Persian Gulf disruptions.

o Continue disciplined, measured accumulation of Sea Limited (SE) at or below $100 per share, keeping
position sizing contained until earnings inflect.

Stock Symbols & Company Names List

e ADBE (Adobe Inc.), AMZN (Amazon.com, Inc.), AMD (Advanced Micro Devices, Inc.), AAPL (Apple Inc.), ASC (Ardmore
Shipping Corporation), AZO (AutoZone, Inc.), BB (BlackBerry Limited), BAH (Booz Allen Hamilton Holding
Corporation), AVGO (Broadcom Inc.), CAG (Conagra Brands, Inc.), CPB (The Campbell Soup Company), CIEN (Ciena
Corporation), CTAS (Cintas Corporation), COIN (Coinbase Global, Inc.), COST (Costco Wholesale Corporation), CTVA
(Corteva, Inc.), CRVL (CoreWeave, Inc.), CBRL (Cracker Barrel Old Country Store, Inc.), CVS (CVS Health Corporation),
DRI (Darden Restaurants, Inc.), DHT (DHT Holdings, Inc.), DG (Dollar General Corporation), ETN (Eaton Corporation
plc), ELV (Elevance Health, Inc.), EXE (Expand Energy Corporation), EXPN (Experian plc), FIS (Fidelity National
Information Services, Inc.), Fl (Fiserv, Inc.), FRO (Frontline plc), GNRC (Generac Holdings Inc.), GIS (General Mills,
Inc.), GPN (Global Payments Inc.), GOOGL (Alphabet Inc.), GRAB (Grab Holdings Limited), FUL (H.B. Fuller Company),
IMPP (Imperial Petroleum Inc.), INTC (Intel Corporation), INTU (Intuit Inc.), IREN (IREN Limited), KBH (KB Home),
KHC (The Kraft Heinz Company), MARA (MARA Holdings, Inc.), MRVL (Marvell Technology, Inc.), META (Meta
Platforms, Inc.), MSFT (Microsoft Corporation), MU (Micron Technology, Inc.), NAT (Nordic American Tankers
Limited), NOK (Nokia Corporation), NVDA (NVIDIA Corporation), ORCL (Oracle Corporation), PLTR (Palantir
Technologies Inc.), PARA (Paramount Global), PAYX (Paychex, Inc.), PAX (PIMCO Access Income Fund), PDI (PIMCO
Dynamic Income Fund), PDO (PIMCO Dynamic Credit and Mortgage Income Fund), RWT (Redwood Trust, Inc.),
RWTQ (Redwood Trust, Inc. 7.75% Senior Notes due 2027), HOOD (Robinhood Markets, Inc.), STNG (Scorpio
Tankers Inc.), SE (Sea Limited), NOW (ServiceNow, Inc.), SNDK (SanDisk), TSLA (Tesla, Inc.), TSM (Taiwan



Semiconductor Manufacturing Company Limited), UBER (Uber Technologies, Inc.), UNH (UnitedHealth Group
Incorporated), WBD (Warner Bros. Discovery, Inc.), WMT (Walmart Inc.), WAY (Waystar Holding Corp.), WING
(Wingstop Inc.)

Economic Calendar



Date of
Event

September
21,2026

September
21,2026

September
22,2026

September
23,2026

September
23,2026

September
24,2026

September
24, 2026

September
24, 2026

September
24, 2026

September
24, 2026

September
25,2026

September
25,2026

September
25,2026

September
25,2026

Event

S&P US Manufacturing
PMI (September Flash)

S&P US Services PMI
(September Flash)

AutoZone, Inc. & KB
Home Earnings

General Mills,
Inc.Earnings

Cracker Barrel, Cintas,
Paychex, H.B. Fuller
Earnings

US Initial Jobless Claims

US New Home Sales
(August)

US Building Permits
(August Final)

BlackBerry Limited &
Darden Restaurants,
Inc. Earnings

Costco Wholesale
Corporation Earnings

US Durable Goods
Orders
(AugustPreliminary)

Non-Defense Capital

Goods Orders ex-Aircraft

(August)

University of Michigan
Consumer Sentiment
(September Final)

UMich 1-Year & 5-to-10-
Year Inflation
Expectations

Report Details

Summary of Commentary

Expected to soften from 53.9 to 53.5. Reflects underlying fragility in the
domestic goods sector, offset primarily by artificial capex spending in
artificial intelligence.

Expected to decelerate from 56.5 to 55.8. Represents two-thirds of the
domestic economy; signaling modest economic deceleration.

Critical corporate read-throughs for automotive maintenance spend and
entry-level single-family housing demand.

Vital corporate bellwether for grocery packaged goods; call will be
analyzed to assess volume erosion from GLP-1 adoption and cost pass-
through price hikes.

Read-throughs across dining consumer health, corporate employment,
small-business payroll processing, and industrial trucking freight pricing.

Viewed as a routine non-event expected to reflect steady near-term filing
volumes.

Consensus expects +1.4% MoM following a -10.5% drop in July 2026.
Commentary anticipates significant weakness heading into September
under 7.22% mortgage rates.

Forward-looking residential construction gauge; tracking housing supply
constraints.

Critical checkpoints on enterprise cybersecurity spending and casual
dining margin stability under lower-end consumer budget pressure.

Post-close earnings report; watched as an indicator of higher-income
consumer shopping behavior and warehouse club transaction volume
trends.

Forecast to contract from +1.1% in July 2026 to -0.3% in August 2026,
reflecting real consumer spending fatigue.

Projected to print moderately positive at +0.7%, supported primarily by
tech and Al hardware capex commitments.

Projected to decline from 47.8 to an annual trough of 47.5, driven by
mounting anxiety over elevated food, rent, and utility prices alongside a
slowing job market.

Crucial benchmark gauges watched by Federal Reserve Chair Kevin
Warsh to evaluate long-run inflation anchoring.



Macro Economic Outlook, Inflation Trajectory, and Consumer Bifurcation

The macroeconomic landscape is characterized by expanding divergence between aggregate top-line growth indicators
and the financial health of the consumer base. On a headline basis, the domestic economy appears robust: the Federal
Reserve Bank of Atlanta’s GDPNow tracking estimate surged to 5.1% for the third quarter of 2026. However, underlying
data shows that this figure is distorted by non-discretionary capital expenditures in artificial intelligence infrastructure,
alongside affluent household consumption. Corporate private investment accounts for more than half of the current GDP
calculation, while household consumption is weakening across middle- and lower-income demographics.

The inflationary landscape is entering a difficult phase. While central banks operated under the premise that post-
pandemic price pressures had been contained, inflation in durable goods, agricultural staples, and household energy has
reignited. US consumers have spent an incremental $140 billion year to date on crude oil, diesel, gasoline, and home
heating oil, with cumulative outlays projected to reach $200 billion to $250 billion as winter heating demands take effect.
Concurrently, major food conglomerates—such as The Campbell Soup Company and General Mills, Inc.—have signaled
upcoming wholesale price increases on packaged goods. This pricing strategy is driven by the necessity to offset volume
contractions resulting from the broad adoption of GLP-1 weight-loss therapeutics, alongside the need to pass through
rising input costs in agricultural commodities (notably wheat and corn), chemical resins, and freight logistics.

Labor dynamics are showing structural cooling. Although the economy is ostensibly near full employment, the civilian
labor force contracted by 2 million individuals, declining from 172 million to 170 million. Job Openings and Labor Turnover
Survey (JOLTS) metrics have demonstrated a multi-year persistent decline, reflecting diminished hiring liquidity across
service sectors. Real median household income, adjusted for inflation, rose by approximately $2,200 year over year in
2025 to $87,460—a modest 2.6% increase that lags behind cumulative price gains for basic necessities.

Under stress from sustained 7.22% mortgage rates and higher borrowing costs, households are exhibiting financial strain:

e US credit card delinquency rates (90+ days past due) have climbed to approximately 13%, matching the highest
default rates recorded since the 2008 Global Financial Crisis.

e The resumption of federal student loan obligations has accelerated debt service distress, driving elevated auto loan
and consumer credit impairments.

e US consumers aged 40 to 49 now account for 27% of all newly filed consumer bankruptcies—the largest
proportional share for this age demographic since the third quarter of 2075—while individuals aged 50 to 59
represent 23% of total filings.

e Single-family housing turnover has stalled, with the NAHB Housing Market Index tumbling to 32 (its lowest reading
since 2022), as elevated borrowing costs sideline potential buyers and lock existing homeowners into low fixed-rate
mortgages.

FOMC Aftermath: Chair Kevin Warsh's Policy Pivot and Central Bank Dynamics

The Federal Open Market Committee executed a 25 basis point increase in the federal funds target rate during the
September 2026 meeting, pushing the benchmark corridor to 3.75%-4.00%. This action marked the first significant
monetary policy move under Federal Reserve Chair Kevin Warsh, following a rate hike by the European Central Bank. The
decision was preceded by sharp upward repricing across short-dated money markets after both the August 2026Consumer
Price Index (CPI) and Producer Price Index (PPI) releases exceeded consensus expectations, compounded by the
inflationary implications of renewed conflict in the Middle East.

The policy statement and subsequent press conference signaled a distinct shift in communications strategy. Departing
from detailed forward guidance, Chair Warsh offered limited indication regarding future terminal rates, characterizing the
25 basis point adjustment as an essential removal of accommodation intended to re-establish long-term price stability.



KEY FOMC METRICS & PROJECTIONS SUMMARY (*SEPTEMBER 2026%*)

* Benchmark Target Rate:

* Projected Additional Hikes:

* Fed Funds Rate Pricing:
* Headline PCE 2.0% Target:
* 10-Year Treasury Yield:

* 30-Year Mortgage Rate:

3.75% - 4.00% (+25 bps)

1 Additional 25 bps hike in *2026* (Dot Plot Median)
Markets pricing ~3 additional hikes over 12 months
Delayed; consensus expectation pushed to *2029%*
Stabilized around 5.00% (+100 bps from *Feb 2026* low)
7.22%

The underlying mechanics of this hiking phase present structural challenges:

e Limitations on Commodity Inputs: Higher policy rates cannot resolve physical supply interruptions in the Bab-el-
Mandeb Strait or expand crude refinery capacity.

e Transmission Mechanisms: To achieve headline PCE disinflation toward its 2.0% objective by 2029, monetary
policy transmission must operate by tightening financial conditions, raising corporate credit spreads, depressing
asset values (reversing the wealth effect), and curtailing labor demand.

¢ Yield Curve Flattening: Following an initial sell-off on Wednesday afternoon, equity markets rallied into Thursday,
led by large-cap technology. The Treasury curve flattened as short-term rates priced in further tightening while the
10-year yield held near 5.00%.

e Historical Context: Unlike the aggressive, rapid tightening cycles of 2022-2023, 1994-1995, or 2004-2006, the
current cycle represents a comparatively measured adjustment. Nevertheless, with the forward price-to-earnings
multiple of the S&P 500 at 19x, equity valuations offer a diminished buffer should real yields remain elevated.

Global Bond Market Turmoil and Sovereign Debt Stress

Western sovereign debt markets are undergoing a coordinated repricing of duration and risk premiums. Across global
financial centers, sovereign benchmark yields have reached multi-decade highs, driven by large fiscal deficits, persistent
inflation risks, the elimination of central bank balance sheet absorption (Quantitative Tightening), and the displacement of
institutional capital by corporate debt issuance for Al infrastructure.

GLOBAL 10-YEAR SOVEREIGN BENCHMARK YIELD ADVANCES (Since *Jan 1, 2025%)

Sovereign Issuer Starting Yield Current Yield Net Basis Point Change

Japan (JGB) 1
France (OAT) 3
Germany (Bund) 2
Italy (BTP) 3.
United Kingdom (Gilt) 4
Canada 3
United States (Treasury) 4

3.03% +194 bps
4.55% +136 bps
3.57% +121 bps
4.47% +95 bps
5.43% +86 bps
3.96% +74 bps
5.00% +46 bps

Key developments across primary sovereign markets include:

e United States: The 10-year Treasury yield surpassed 5.00% (highest since 2007), while the 30-year yield touched
levels unseen since 2004. Massive sovereign debt supply—driven by annual federal budget deficits exceeding 6% of
GDP on a $40 trillion debt load—has encountered diminishing demand. Norges Bank Investment Management
(Norway's sovereign fund) liquidated $80 billion in foreign government debt, while Japanese domestic institutions
redirected capital into domestic instruments. To manage liquidity, the US Treasury has skewed issuance toward
short-dated bills to finance longer-dated paper.



e United Kingdom Gilt Crisis: The UK gilt market experienced severe disruption. With domestic consumer energy
bills expected to jump 25% and headline inflation accelerating, the 30-year gilt yield approached 6.00%. In response,
the UK Debt Management Office suspended scheduled auctions of 20-year and 30-year gilts, while the Bank of
England suspended its active Quantitative Tightening asset sales. The announcement triggered an immediate 11
basis point drop in 30-year gilt yields, but exposed significant balance-sheet vulnerabilities across domestic pension
schemes and life insurers.

e Bank of Japan Normalization: The Bank of Japan raised its benchmark rate toward 1.25%, pushing 10-year JGB
yields to 3.03% (the highest since 7996). On an FX-hedged basis, domestic Japanese sovereign paper now offers
domestic life insurers and pension funds superior risk-adjusted yields relative to US Treasuries, accelerating the
repatriation of Japanese capital.

e European Sovereign Spreads: French 10-year borrowing costs reached 4.55% (the highest since 2008), driven by a
fiscal deficit near 6% of GDP. Sovereign risk spreads over German bunds widened across Italy, Spain, and France as
markets priced in substantial public expenditures required for impending winter energy subsidies.

EQUITY / DEBT RISK DYNAMICS & POSITIONING EXTREMES

* Relative Valuation: S&P 500 FCF yield vs. 1l0-Year Treasury yield spread is at
its most expensive level for equities in 26 years.

* Speculative Positioning: Aggregate short speculative positioning in Western sovereign
bonds has reached levels last seen in the *2018* Taper Tantrum.

* Margin Debt Leverage: FINRA margin debt rose $37B in *August* to $1.45T (second
highest in history), up 19% YTD and 140% since late *2022%*.
Margin debt now equals 4.5% of US GDP, surpassing the *2021%*
peak (3.6%) and the Dot-Com peak (2.8%).

Geopolitical Escalations: Middle East Blockades, Infrastructure Strikes, and Strategic Petroleum
Reserves

Geopolitical stability in primary energy extraction and transit corridors deteriorated sharply over the weekend, creating
physical disruptions across global hydrocarbons:

MIDDLE EAST THEATER ESCALATION MATRIX

Geography / Asset Operational Status / Nature of Incident
Riyadh, Saudi Arabia Targeted by Iranian-backed Houthi ballistic missiles and
drones; intercepted debris ignited major fires at a King
Khalid Int'l Airport fuel depot, causing flight diversions.
Yanbu Export Terminal Targeted by aerial drones; Saudi authorities fully suspended
tanker loadings, sidelining ~2.5M to 2.7M bpd of crude exports.
East-West Pipeline (KSA) Sustained structural damage at pump stations; emergency repairs
estimated to take 3 to 6 weeks, cutting Red Sea transit capacity.
Bab-el-Mandeb Strait Houthi ground forces captured Perim Island, Hays, Al-Kawkah,
and Dhubab; naval blockade declared; transit corridor threatened
by subterranean coastal missile batteries and naval mines.
Khurais Oil Field (KSA) Unconfirmed intelligence reports of drone strikes on infrastructure.
Strait of Hormuz Iran's IRGC placed on Code 100 military alert; Tehran conditioned

passage on 7 demands (including unfreezing foreign bank assets).

e Regional Military Engagements: The Royal Saudi Air Force launched 28 retaliatory airstrikes using F-15 and



Eurofighter Typhoon platforms against Houthi military sites in Sana'a, Taiz, Al-Jawf, and Marib. US CENTCOM issued
severe security directives advising commercial shipping against Red Sea transit, while the US State Department
approved a $24.3 billion foreign military sale of 48 F-35 fighter aircraft to Riyadh. Internal displacement in Yemen
surpassed 112,000 individuals, with thousands crossing the Red Sea into Djibouti.

e Eastern European Drone Offensive: Concurrently, Ukrainian forces deployed an estimated 1,600 long-range
unmanned aerial drones toward Moscow and western Russia, successfully striking crude oil refineries and an active
nuclear power generation complex.

¢ Depletion of Strategic Reserves: The US Strategic Petroleum Reserve (SPR) contracted by 403,000 barrels over the
past week to 285 million barrels—its lowest inventory level since November 1982. This prints the 25th consecutive
weekly decline, reflecting a cumulative 131 million barrel (46%) drawdown since the start of the conflict. By
comparison, the SPR held roughly 650 million barrels in 2020. JP Morgan published data warning that global
operational crude stockpiles across the US, Japan, and Western Europe fell from 7.6 billion barrels in june toward
6.8 billion barrels in September—nearing critical operational minimums.

e Maritime Freight Dislocations: The closure of Red Sea navigation forced international commercial traffic to bypass
the Suez Canal entirely, rerouting around Africa's Cape of Good Hope. Spot charter rates for uncontracted Very
Large Crude Carriers (VLCC) escalated from baseline levels of $50,000 per day to spot market quotes touching
$1,000,000 per day.

The Looming European Energy Crisis and Industrial Stagflation

Europe stands exposed to severe stagflation heading into the winter heating season. Having curtailed the majority of
Russian pipeline natural gas imports, the continent is dependent on seaborne liquefied natural gas (LNG), with significant
reliance on Qatari export terminals. With Iranian actions compromising Persian Gulf flows and Saudi Arabia abruptly
canceling scheduled October 2026 crude delivery contracts to European off-takers, the continent faces compounding
energy deficits.

The crisis is characterized by five primary transmission vectors:

1. Macroeconomic Stagflation: Headline Brent crude futures are holding above $100 to $110 per barrel, while Title
Transfer Facility (TTF) natural gas benchmark contracts reached €75 to €80 per megawatt-hour. Given the high
weighting of energy within the Harmonised Index of Consumer Prices (HICP), headline Eurozone inflation is
projected to re-accelerate toward 6%-8%, placing the European Central Bank and the Bank of England in a difficult
policy bind: hiking rates risks deepening sovereign recessions, while easing monetary policy exacerbates currency
depreciation against the US dollar.

2. Permanent Industrial De-Industrialization: European industrial consumers must enter a global spot
procurement bidding war against Asian utilities (Japan, South Korea, and China) for Atlantic basin LNG cargoes
sourced from the US Gulf Coast and West Africa. In an extended supply outage scenario, TTF prices are modeled to
reach €100 to €150 per megawatt-hour. At these levels, energy-intensive basic industries—such as
ammonia/fertilizers, specialty chemicals, basic steel, glass, and automotive assembly—reach negative cash margins,
forcing permanent facility closures across Germany.

3. Fiscal Deficit Expansion: Sovereign states must reactivate consumer and industrial utility subsidies. French
President Emmanuel Macron announced initiatives to convene an emergency Group of Seven (G7) assembly to
coordinate joint stockpile releases among the US, Japan, and European members. Increased sovereign issuance to
finance energy subsidies will further widen spreads over German Bunds.

4. Trade Balance Deterioration: Eurozone current accounts will shift deeper into structural deficit as industrial
export competitiveness degrades against US and Chinese manufacturing bases.

5. Reversal of Energy Transition Policies: Climate mandates will be subordinated to basic grid reliability. Germany is
expected to recommission decommissioned coal-fired power facilities, and regulatory timelines for advanced
nuclear fission deployments in France and the United Kingdom are being expedited.

Al Slowdown Debate, Big Tech Positioning, and Regulatory Maneuvers



The artificial intelligence secular expansion encountered operational friction, shifting focus from hardware delivery to
software monetization economics:

AI CORPORATE DEVELOPMENTS & ARCHITECTURAL HIGHLIGHTS

Organization Key Development / Strategic Posture

Anthropic CEO Dario Amodei publicly called for deliberate pacing and coordinated
frontier model auditing/testing, citing safety and alignment risks.

OpenAl CEO Sam Altman endorsed an industry-led auditing standards body; acquired
Glass Imaging for smartphone camera compute; revealed the unreleased
"Astra" model showed 6 concerning alignment deviations in RL training.

Microsoft CEO Satya Nadella stressed that models must deliver broad human-controlled
utility; expanded telecom agentic AI partnership with Nokia.

Meta Platforms Projected to achieve $8.5B in annual infrastructure savings by deploying
in-house silicon (MTIA 450 Arc in 1H27, MTIA 500 Astra with Broadcom in 2H27).

NVIDIA Announced an across-the-board 20% price hike on H100, H200, B200, and
B300 GPUs effective *October 1, 2026*; Truist initiated buy at $355.

Apple Rolling out Apple Intelligence across iOS 27; exploring high-density
enterprise AI servers leveraging M-series chips and NVLink interconnects.

CoreWeave Signed a 15-year anchor lease with BlockFusion at Niagara Falls; executed
short-duration Q3 capacity agreements at $40M per megawatt.

Generac Entered a multi-year supplier agreement to supply utility-scale backup

generation infrastructure directly to Amazon Web Services data centers.

Michael Burry offered a critical counter-analysis to the safety statements of leading frontier model developers, arguing
that:

e large Language Models (LLMs) represent statistical pattern recognizers rather than true Artificial General
Intelligence (AGI); incremental capital investments are yielding diminishing marginal productivity and revenue
generation.

e C(alls for coordinated slowdowns and industry-led auditing frameworks serve as regulatory barriers designed to
protect incumbent market share against rapidly improving, lower-cost open-source models emerging from China.

e Appeals to existential risk maintain public hype to justify private valuations, providing narrative air cover for
delaying planned initial public offerings toward late 2026 or 2027.

President Trump directly rejected proposals for industry-led Al pauses, characterizing the slowdown narrative as an effort
detrimental to national competitiveness against China, and reaffirmed his administration's regulatory oversight across the
sector.

Concurrently, institutional sentiment is exhibiting caution. The Bank of America Global Fund Manager Survey indicated
that 37% of institutional allocators believe hyperscalers are overinvesting in Al capital expenditures. Analysis from
Goldman Sachs noted that if enterprise Al capex were expensed immediately rather than capitalized and depreciated
over lengthened useful lives, consensus 2027 S&P 500 EPS projections would decline by roughly 22%.

Deep-Dive Long Idea: Waystar Holding Corp. (WAY)

Waystar Holding Corp. (WAY) operates as a cloud-based healthcare payments infrastructure provider, operating as an
enterprise revenue cycle management (RCM) platform and clearinghouse connecting healthcare providers, commercial
and government payers, and patients.



WAYSTAR HOLDING CORP. (WAY) - FINANCIAL & VALUATION SNAPSHOT

* Current Share Price: ~$25.00 - $26.00 (Trading up +6-7% post-rumor)

* Market Capitalization: ~$4.5B - $5.0B

* Net Debt: ~$1.3B

* CY2026 Revenue Guidance: $1.28B - $1.29B

* CY2026 Adj. EBITDA Guidance: $535M - $545M (~42% Adjusted EBITDA Margin)

* Current Valuation Multiples: ~10.5x - 11.0x Forward EBITDA | ~4.5x Forward Sales
* Unlevered Free Cash Flow: ~$300M annually

e M&A Exploration Details: Reuters reported that Waystar Holding Corp. has engaged boutique investment
banking advisory firm Evercore Inc. alongside Barclays Capital to evaluate strategic alternatives, including a
potential sale to private equity or strategic buyers. The company completed an initial public offering in 2024;
significant share blocks remain held by EQT AB (13%), the Canada Pension Plan Investment Board (CPPIB, 10%),
and Bain Capital.

e Operational Architecture & Moat: The US medical reimbursement apparatus is characterized by complex billing
taxonomies and disparate payer policies. Waystar Holding Corp. automates this lifecycle across four workflows:

1. Pre-Care Access: Real-time verification of patient insurance eligibility, out-of-pocket estimations, and
automated prior-authorization checks.

2. Mid-Care Claims Scrubber: Pre-submission scrubbing of claims against proprietary clinical clearinghouse rule
sets, minimizing rejection rates.

3. Post-Care Recovery: Internal machine-learning algorithms targeting automated appeals of denied claims
across commercial carriers and Medicare.

4. Patient Settlement: Digital payment interfaces managing patient responsibility collections.

The company exhibits net revenue retention in excess of 100%, driven by deep integration into primary Electronic
Health Record (EHR) systems including Epic Systems, Oracle Health (Cerner), and Athenahealth. Replacing
Waystar Holding Corp. introduces meaningful balance-sheet risk to provider cash collections, creating high
customer switching costs. Through strategic tuck-in assets such as lodine Software, the platform continues to
automate manual administrative tasks within a $100 billion domestic healthcare billing labor market.

M&A TAKEOUT SCENARIOS & EQUITY VALUE SENSITIVITY

Scenario / Acquirer Class Implied Multiple Enterprise Value Equity / Share
1. Sponsor LBO Floor (PE) 14.0x EBITDA ~$7.5B ~$31 - $33
2. Strategic Transaction (Base) 15.0x - 16.0x ~$8.5B ~$36 - $37
3. High-Synergy Strategic Bull 18.0x EBITDA ~$9.5B ~$40 - $42

Potential acquirers include healthcare IT software consolidators (Veradigm Inc., NextGen Healthcare), managed care
organizations seeking enterprise claims administration (UnitedHealth Group's Optum, CVS Health Corporation,
Elevance Health), financial technology clearinghouses (Experian plc, Fiserv, Inc.), and technology buyout sponsors
(Thoma Bravo, The Veritas Capital Fund, The Blackstone Group, KKR & Co. Inc.). The central base-case expectation
targets an acquisition price in the mid-$30s per share, representing approximately 40% upside from current price levels.

Deep-Dive Long Idea: Expand Energy Corporation (EXE)

Following its restructuring and rebranding from Chesapeake Energy, Expand Energy Corporation (EXE) has transformed
its balance sheet to emerge as one of the largest pure-play natural gas exploration and production operators globally.



EXPAND ENERGY CORPORATION (EXE) - MODEL ASSUMPTIONS & VALUATION

* Current Share Price: ~$88.00 (Trading near 52-week lows)
* Market Capitalization: ~$20.0B

* Total Long-Term Debt: ~$3.6B (Down from >$10.0B in *2019%)
* Cash & Cash Equivalents: ~$600M (Net Debt: ~$3.0B)

* Trailing Revenue: ~$13.6B

* Gross Operating Profit: ~$7.0B

* Adj. EBITDAX Run-Rate: ~$6.7B

* Net Income / EPS Run-Rate: ~$2.0B / ~$9.00 per share (<10x P/E)
* Free Cash Flow Generation: $2.5B expanding to $3.0B in *CY2026*
* FCF Yield to Equity: ~15% based on *CY2026* estimates

e Asset Footprint: The company controls low-breakeven acreage distributed across three productive domestic dry-
gas resource plays: the Marcellus Shale (Upper and Lower Northeast Appalachia and Southwest Appalachia), the
Utica Shale, and the Haynesville/Bossier Shale. The Haynesville asset provides geographic proximity to US Gulf
Coast LNG export facilities.

e Secular Fundamentals: Despite near-term domestic natural gas pricing weakness driven by elevated storage
balances, structural demand drivers are accelerating. Domestic LNG export capacity continues to expand at 10% to
15% annually, driven by Europe’s structural gas deficit following Russian pipeline shut-ins and Gulf transit
disruptions. Concurrently, regional power demands from hyperscale Al data centers are projected to require
dedicated behind-the-meter combined-cycle natural gas generation.

e Underlying Modeling Assumptions:
o WTI Crude Oil: Modeled conservatively at $70.00 per barrel for 2028-2029.

o Henry Hub Natural Gas: Modeled at $3.53/MMBtu in 2026, $3.34/MMBtu in 2027, and escalating toward
$3.75/MMBtu long-term.

o Target Valuation Multiple: ~5.5x EV/EBITDAX.
e Risk/Reward Asymmetry:
o Base Case Price Target: $129.00 per share (approx. 47% upside from $88.00).
o Bull Case Price Target: $152.00 per share (approx. 70% upside on higher natural gas realizations).
o Bear Case Price Target: $80.00 per share (approx. 10% downside under prolonged low gas prices).
o Asymmetry Ratio: 7:1 upside-to-downside skew over a two-year holding horizon. A 20 basis point starter
position was initiated, with systematic additions planned through March 2027.

Deep-Dive Monitored Idea: Eaton Corporation plc (ETN)

Eaton Corporation plc (ETN) represents a secular industrial play on electrical infrastructure, positioning the company as a
key physical supplier to hyperscale computing and electrification.

EATON CORPORATION PLC (ETN) - INFRASTRUCTURE DRIVERS

* Secular Vectors: 1. AT Data Center Electrical Distribution Infrastructure

2. Utility Grid Modernization, Hardening, & Reshoring

3. Power Content Multipliers per Megawatt

4. Industrial Margin Expansion via Portfolio Simplification

* Execution Valuation: High quality, but fully valued; watchlist to buy under $400.




e The Power Bottleneck: Compute scalability is constrained by physical power delivery. Hyperscale operators can
procure graphics processing units within months, but procuring switchgear, step-down transformers, substation
interconnects, and circuit breakers requires years. Total tracked global data center projects expanded from 307
gigawatts to 342 gigawatts within a six-week span in September 2026, compared to a global operational installed
capacity base of approximately 50 gigawatts. This pipeline represents roughly 6.8 times total historical data center
computing power. Company leadership (including executive Paulo Ruiz) emphasized that the majority of this
revenue pipeline will not convert to financial statements until 2028 and beyond.

e Content Multiplier: In legacy enterprise data centers, Eaton Corporation plc provided roughly $1.5 million of
addressable power-management content per megawatt. Within high-density Al clusters featuring high-voltage 800-
volt DC architectures, liquid-to-chip cooling, and assets acquired via Boyd Thermal, addressable content has
expanded to $3.4 million per megawatt.

e Operational Execution & Spinoff: Total electrical global backlogs expanded 103% year over year (54% organic
growth), generating a book-to-bill ratio of 1.2x to 1.3x. Operating margins within the Electrical Americas segment
run between 27.5% and 33.0%. To enhance its corporate profile, the company is advancing the tax-free spinoff of its
legacy lower-margin automotive Mobility unit, transforming into a pure-play electrical systems and aerospace
infrastructure supplier.

Deep-Dive Long Idea: Nokia Corporation (NOK)

Nokia Corporation (NOK) presents a sum-of-the-parts (SOTP) re-rating thesis, where its valuation remains weighed down
by its legacy, low-growth Mobile Networks division, obscuring its high-growth Network Infrastructure and Optical assets.

e Segmental Architecture:
o Ultra Broadband Networks: Comprises Mobile Networks (cellular base stations, RAN) and Fixed Networks.

o [P Networks and Applications: Encompasses IP routing, high-density data-center interconnect optical
networking, and enterprise network analytics.

o Nokia Technologies: The core patent and licensing division.

e The Optical Market Disconnect: Within its IP and Optical Networks division, Nokia Corporation competes directly
against Ciena Corporation (CIEN). Ciena Corporation trades at a $50 billion market capitalization against roughly
$1.0 billion in trailing EBITDA (~50x trailing EBITDA) and an estimated $1.4 billion in forward EBITDA (~36x forward
EBITDA), supported by demand for optical switches and transceiver links connecting hyperscale data centers.

e Sum-of-the-Parts Derivation: Applying a 30x-35x forward EBITDA multiple to Nokia Corporation's optical
segment inline with peer comps yields an implied standalone valuation of approximately $13.00 per share. Trading
at $10.68 per share following broader tech pullbacks, the stock offers roughly 20% upside with limited downside
volatility, supported by stable licensing cash flows and new partnerships with Microsoft Corporationand global
telecom operators.

Special Situations: Corteva Spinoff and Large-Cap Merger Arbitrage

e Corteva, Inc. (CTVA) Spinoff Analysis: Corteva, Inc. continues to advance the planned tax-free corporate
separation of its proprietary Seed and Genetics division, to be renamed Vialores.

o Valuation Dynamics: The market values Vialores at 16x to 17x EBITDA, implying a standalone enterprise value
of approximately $45 billion. Conversely, the remaining agrochemical and crop protection operation
(RemainCo) is valued at approximately 8x EBITDA ($11 billion to $12 billion enterprise value).

o Legal & Environmental Complications: The California Attorney General, joined by 19 state Attorneys General,
petitioned a South Carolina federal district court for a preliminary injunction to halt the separation scheduled
for October 1, 2026. The state coalitions argue that post-spin RemainCo will have insufficient capital to satisfy
long-term per- and polyfluoroalkyl substances (PFAS) environmental liabilities. Corteva, Inc. confirmed it will
contest the legal challenge, stating it has never manufactured PFAS compounds and that both entities will be
capitalized to support their financial obligations.

e Paramount Global (PARA) / Warner Bros. Discovery (WBD) Spread: The Federal Communications Commission



granted official approval regarding foreign financing components associated with the transaction. The gross
arbitrage spread—which had widened past 20% on regulatory risk before tightening to 7%—widened back to 10%,
offering tactical trading opportunities for merger arbitrage strategies.

e Corporate Insider Purchases: Regulatory filings revealed purchases by Uber Technologies, Inc. (UBER) Chief
Executive Officer Dara Khosrowshahi and executive Andrew McDonald, who acquired a combined $15 million in
equity during early September 2026 as the stock traded in the $60-$70 range.

Fixed Income, High-Yield Credit, and Closed-End Funds (CEF) Strategy

With benchmark Treasury yields elevated across intermediate and long durations, high-yielding fixed income and closed-
end credit funds offer competitive risk-adjusted returns relative to broad equities:

ACTIONABLE FIXED INCOME & HIGH-INCOME VEHICLES

Ticker Asset Class / Vehicle Type Yield Profile Valuation Metrics

PDO PIMCO Dynamic Credit & Mtg CEF ~13.0% Monthly ~5.0% Discount to NAV
PDI PIMCO Dynamic Income Fund ~13.0% Monthly Discount to NAV

PAX PIMCO Access Income Fund ~13.0% Monthly ~5.0% Discount to NAV
RWT Redwood Trust Mortgage REIT Double-Digit Discounted Book

RWTQ Redwood Trust Senior Notes Baby Bond Double-Digit Par Discount

MUNIs Municipal Bond Closed-End Funds Taxable-Eqg. High Superior vs IG Corporates

e PIMCO Closed-End Funds: PIMCO Dynamic Credit and Mortgage Income Fund (PDO), PIMCO Dynamic Income
Fund (PDI), and PIMCO Access Income Fund (PAX) have shifted from net asset value premiums to roughly 5%
discounts to NAV, while distributing roughly 13% annualized monthly dividends. These structures utilize moderate
leverage and maintain a shorter duration profile relative to long-term Treasuries, mitigating duration risk while
offering steady cash returns.

e Muni Bond Arbitrage: On a taxable-equivalent basis, high-grade municipal closed-end funds currently yield more
than traditional investment-grade corporate bonds, presenting attractive risk-adjusted entry points given lower
historic municipal default rates.

e Real Estate Baby Bonds: Allocations were expanded in mortgage REIT paper, including Redwood Trust, Inc.(RWT)
common shares and Redwood Trust Baby Bonds (RWTQ), capturing double-digit debt yields.

Daily Market Recap: Significant Week-in-Review Developments

¢ Monday, September 14, 2026:

o Market exhibited an Al rotation: long software (ServiceNow, Inc., Adobe Inc., Intuit Inc. up 2%-5%) versus
short semiconductors (NVIDIA Corporation, Intel Corporation, Marvell Technology, Inc. down 3%-5%).

o Palantir Technologies Inc., NVIDIA Corporation, and Booz Allen Hamilton Holding Corporationrestricted
internal use of Anthropic’s Fable model over enterprise data-retention practices.

o WTI crude crossed $105/barrel; the US 10-year Treasury yield crossed 5.00%.
o OpenAl completed the acquisition of smartphone camera compute startup Glass Imaging.

o Truist Financial Corporation initiated coverage on NVIDIA Corporation with a Buy rating and a $355 price
objective.

o JPMorgan Chase & Co. upgraded neo-cloud provider IREN Limited to Overweight, raising its price target
from $46 to $65.

o Global Q2 2026 semiconductor revenues reached a record $425 billion (+31% YoY), pushing 1H26 sales to
$752 billion (~$1.5 trillion annualized run-rate), according to Omdia.



o Domestic diesel fuel rose to $6.20/gallon ($8.14 in California); jet fuel reached $4.35/gallon, driving
Augustairfares up 23% Yoy.

e Tuesday, September 15, 2026:
o The Senate rejected the crypto-focused Clarity Act, failing to reach the required 60 votes to proceed.

o Elon Musk noted at the All-In Summit that Starship possesses a 50%-60% probability of catching the booster
on its initial attempt, with rapid re-flight targeted for 2027.

o Southeast Asian super-app Grab Holdings Limited agreed to acquire a 60% controlling interest in fintech
operator Atome Financial for $1.5 billion in cash.

o Saudi Arabia instituted a complete suspension of crude tanker loadings at the Red Sea port of Yanbu.
e Wednesday, September 16, 2026:

o FOMC delivered the 25 basis point rate increase; Chair Kevin Warsh signaled ongoing focus on restoring price
stability.

o NVIDIA Corporation announced an across-the-board 20% price hike across H100, H200, B200, and B300
hardware lines effective October 1, 2026.

o Chipotle Mexican Grill, Inc. partnered with Palantir Technologies Inc. for operational food safety tracking
across its restaurant base.

o Generac Holdings Inc. signed a long-term agreement to provide backup generation power for
Amazon.com, Inc. data centers.

o CoreWeave, Inc. finalized a 15-year anchor lease agreement with BlockFusion at its Niagara Falls computing
facility.

o Apple Inc. initiated technical reviews regarding a reentry into enterprise Al servers utilizing internal M-series
silicon linked via NVIDIA Corporation NVLink interconnects.

e Thursday, September 17, 2026:

o President Trump stated via Axios that an administrative decision regarding military intervention against Iran
is imminent.

o OpenAl disclosed that its unreleased Astra model exhibited rare alignment anomalies during reinforcement
learning phases, logging six concerning deviations over six months.

o The SEC unveiled a temporary innovation exemption permitting on-chain execution of US equities via
automated market makers on newly designated Tokenized Security Venues (TSVs), driving rallies in Coinbase
Global, Inc. and Robinhood Markets, Inc.

o Advanced Micro Devices, Inc. issued notices of an impending 10% price hike on enterprise computing
silicon driven by rising wafer manufacturing costs at Taiwan Semiconductor Manufacturing Company
Limited.

o CoreWeave, Inc. secured short-duration Q3 customer contracts at $40 million per megawatt.

o Nokia Corporation and Microsoft Corporation expanded their joint development agreement to introduce
agentic Al into telecommunications network operations.

o Bank of America estimated Meta Platforms, Inc. could save $8.5 billion annually by 2027 through the
deployment of in-house inference processors (MTIA 450 and MTIA 500 Astra) co-developed with Broadcom
Inc.

e Friday, September 18, 2026:

o French President Emmanuel Macron formally proposed an emergency G7 convening to coordinate
international releases of strategic oil reserves.

o Cryptocurrency tokens exhibited resilience, recovering mid-week losses and advancing despite the Senate
failure of the Clarity Act, dual rate increases by the Federal Reserve and Bank of Japan, crude oil advances,
and the US Dollar Index rising back above 100.



Questions and Answers (Q&A)
Recap and View on Corteva (CTVA)

¢ Question: Would you give a short recap of Corteva, Inc. with your view? | have neglected this and thank you for the
reminder. | am still in the green but admonishing myself for not paying attention.

e Answer: Corteva, Inc. represents a high-quality agricultural technology and seed genetics business spun off from
DowDuPont in 2079. The company operates a resilient dual-segment structure: Proprietary Seed & Genetics (~57%
of sales) and Crop Protection/Chemicals (~43% of sales).

o Proprietary Seed Moat: Seed genetics are protected by extensive multi-generational germplasm libraries (the
Pioneer brand, developed over a century). These biological patents cannot be replicated through external
software or artificial intelligence without direct physical access and risks of patent infringement. In crop
traits, its proprietary Enlist E3 soybean and Enlist corn weed-control platforms hold leading market share
across North America, with over 100 independent seed producers licensing the technology.

o Royalty Inflection & Pricing Power: In 2026, Corteva, Inc. crossed an inflection point, transitioning from a net
payer of external genetic trait royalties to a net positive royalty recipient, expanding operating cash flow
margins independently of planted acreage volumes. Farmers purchase crop yield rather than commodity
inputs; consequently, Corteva, Inc. demonstrated positive 3% price-mix realization across global seed
markets even amid cyclical weakness in broader farm commodities.

o Crop Protection & Valuation Separation: The crop protection segment generated 22%-23% operating margins
through biological and spinosyn-based insecticides, producing $3.0 billion in company-wide free cash flow.
The strategic rationale for the planned spinoff of the seed division (Vialores) is to detach its best asset from
legacy environmental liabilities tied to per- and polyfluoroalkyl substances (PFAS). The standalone seed
company is projected to trade at 16x to 17x EBITDA (~$45 billion enterprise value), while RemainCo may
trade around 8x EBITDA ($11 billion to $12 billion enterprise value). Legal efforts by state Attorneys General
to halt the spin are centered around ensuring adequate capitalization for RemainCo's environmental
liabilities.

Outlook on Sea Limited (SE)

e Question: Sea Limited is down 30% from its recent intermediate high of $130 and hit $100 on Friday. Is this one
still an add or has something changed with its outlook? Q2 revenue miss apparently on August 14th and insider
sales.

e Answer: Sea Limited remains an attractive growth asset at current valuations. While the recent quarterly revenue
print fell slightly short of market targets, the fundamental performance of its core digital entertainment (Garena)
and Southeast Asian e-commerce (Shopee) franchises remains solid.

o Valuation Analysis: Trading around $100 per share with an approximate market capitalization of $62 billion,
the equity trades at roughly 11x estimated 2027 EBITDA of $5.0 billion. The business is modeled to deliver
approximately $4.4 billion to $4.5 billion in annual free cash flow across 2026 and 2027, translating to an
attractive 7.0% free cash flow yield for an enterprise expanding top-line revenues at a 30% to 40% rate.

o Tactical Strategy: Recent executive share sales appear poorly timed, but do not compromise the fundamental
multi-year investment thesis. Accumulation is warranted around and below $100 per share. Position sizing
should remain disciplined, as market sentiment will require confirmation of re-accelerating financial metrics
in upcoming Q3 results before shares reclaim the $120-%$130 level.

Potential in Shipping and Tanker Stocks
e Question: Seems like shipping stocks like Scorpio Tankers Inc. and TORM plc have had a big run. Do you still think
there's some more juice to squeeze?

e Answer: Tanker equities—including Scorpio Tankers Inc. (STNG), Frontline plc (FRO), DHT Holdings, Inc.(DHT),
Nordic American Tankers Limited (NAT), Ardmore Shipping Corporation (ASC), and Imperial Petroleum Inc.



(IMPP)—should be treated as portfolio hedges rather than outright cyclical longs.

o Cash Generation Under Stress: The investment thesis depends on the duration of Middle East transit
disruptions. Current equity valuations reflect an assumption that elevated charter rates will normalize within
12 months. However, should the closure of the Bab-el-Mandeb Strait and rerouting around the Cape of Good
Hope persist into 2027, these businesses will generate substantial surplus cash flows.

o Valuation & Capital Return: For example, Scorpio Tankers Inc. trades around $87 per share, or roughly 5x
EBITDA, while tracking toward approximately $1.5 billion in free cash flow this fiscal year—representing a
~33% free cash flow yield to equity. Under extended disruption, these operators will have the capacity to
retire outstanding balance-sheet debt and return substantial capital to shareholders via share repurchases
and large supplemental dividends (potentially 20% to 30%). As legacy, lower-rate charters expire and re-price
at current market rates, realized revenues will increase even without further advances in spot rates. Tanker
holdings should be retained as an effective operational hedge against escalating Persian Gulf geopolitical
risk.
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