L

swisspartners thenavigator
Advisors Summer 2026

Just super
Supercharger, supercar, Superman, Supergirl, superhuman.
When we put the word super in front of a normal word, it makes it bigger, more powerful and more grandiose.

Super bubble?
The KOSPI (Korea Composite Stock Price Index) and SOX (Philadelphia Semiconductor) indices are showing
possible signs of elevated market optimism.
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The gardener

No, this is not the title of the latest Jason Statham movie involving sharp garden tools and machine guns. Rather,
it is a reflection on a recent client call we had where, at the start of the conversation, he mentioned how long he
had to spend getting his farm back into shape.

This got me thinking how similar gardening and investing money were (or rather how they used to be) but please
excuse my rudimentary knowledge of gardening!

Let us say, for example, that you wanted to grow tomatoes. This would involve planting them, watering them,
fertilizing them and probably trimming/pruning them.

In asset management you need to assess the current economic environment, form expectations on how it may
evolve in the future and decide which asset class seems the most favorable. If you are buying bonds, you need
to figure out what quality, region and maturity you need. For equities, you have to ascertain which geographic
regions, which sectors and eventually which stocks you require. Once you have chosen your preferred stocks,
you might filter the money in gradually, wait for dividends or see what the companies do with the free cash flow
they generate — do they return it to shareholders via stock buybacks and special dividends or do they grow by
buying other companies? Not every investment unfolds exactly as expected, so you will probably also want to
lock in some profits if you are successful.

The similarities between gardening and investing are that they both require hard work, patience and lots of
nurturing.

Yet at this point in time, parts of the market seem to have no patience, demanding instant results. It is like
planting tomatoes in the morning and expecting to make pasta sauce with them in the evening!
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Warren Buffett recently said that markets are like a church with a casino attached, but we’ve never had people
in @ more gambling mood than now.

An American fairy tale
Jack and the beanstalk is one of the oldest English fairy tales.

Jack (investor), a poor country boy, trades the family cow for a handful of magic beans (Al), much to the dismay
of his widowed mother. The beans (Al) grow into a massive beanstalk (SOX index), reaching up into the clouds.
Jack climbs the beanstalk on many occasions and comes back with lots of wealth. On one occasion, he comes
back with a hen that lays golden eggs (Al ecosystem) but is not satisfied with this and pushes his luck one last
time. Jack (investor) is discovered by an ogre, so swiftly climbs down the beanstalk with the ogre in hot pursuit.
He quickly reaches the bottom and feverishly chops down the beanstalk (SOX index), which comes crashing down
to earth, killing the ogre (overall market). While no analogy is perfect, the point is simply that periods of intense
enthusiasm around a narrow market theme can sometimes reverse more quickly than many investors expect.

The recent volatility in the SOX index, where you have had nine days of over 5% gains in the last 60 trading days
is historically rare, and has only been matched and exceeded during the collapse of the dot-com bubble in the
2000's.

With analysts expecting S&P500 earnings to grow by 24% a year for the next five years, we remain skeptical and
view this more as a measure of unbridled investor optimism rather than reality.

We are also concerned about the increasingly high level of margin debt (borrowing money to invest) and
leveraged ETF’s. These aim to magnify the return by, for example, 3x the performance of the underlying markets
— great on the way up but not as much fun on the way down. They are rebalanced daily, amplifying moves in
both directions.

Retail Demand for Stock Leverage Is Surging
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Source: Bloomberg: “Retail Demand for Stock Leverage is surging” chart, 2021 — 2026
With the value of the US stock market above 2.3x US GDP (based on the Buffett Indicator) and long-term US

stocks returns having exceeded 9% annualized in recent decades, history suggests that future returns may be
more challenging from current valuation levels.
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Top 5 Lowest 10-YR Forward Returns

Year 40 Year Annualized 10 Year Forward
12/31/1998 8.07% -3.03%
12/31/1999 8.33% -2.72%
12/31/1968 3.69% -0.77%
12/29/2000 8.12% -0.48%
12/29/1967 4.34% -0.14%

Source: Birinyi Associates: “Top 5 Lowest 10-YR Forward Returns” chart

More questions than answers

Whilst there is little doubt that Al will have a major impact and change many things, we really wonder how things
like data centers will stand the test of time. Will they need to be constantly replaced or upgraded and, if so, will
there be any productivity benefits after the enormous ongoing costs?

Whilst replacing humans with Al may reduce costs, it remains unclear whether those savings will offset the
substantial investment required to keep upgrading the underlying technology (newer Al chips).

What will all these unemployed people do for money, especially in poorer countries that depend heavily on trade
and low-cost labor? How will governments respond, particularly at a time when many already face substantial
fiscal pressure? Will this cause even more global instability?

Will the people who are left in the workforce possibly have to consume more to keep economies growing and
likely demand higher compensation.

How will Al models react in market turbulence? Will the hyperscalers ever be able to monetize their investment
in a reasonable time period? What happens when Al wants to meet its creator and is disappointed?

How the Al boom compares with boom-bust cycles of past major
innovations
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Source: BIS: “How the Al boom compares with boom-bust cycles of past major innovations” chart
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Not wanting to leave our readers depressed, we do believe that just like in the 2000’s if enthusiasm around Al-
related investments were to moderate, capital could rotate towards stocks and geographies that have been left
behind —revenge of the old economy —although the timing and magnitude of any such rotation remain uncertain.

There are a plethora of companies out there trading at attractive valuations that have been left behind in the
recent bout of investor euphoria.

While nobody rings a bell at the point of maximum pessimism, that is often where patient investors begin to find
opportunities worth exploring.

Given the lack of interest by market participants in anything not directly Al-related, we believe any rotation could
develop quickly and may persist for some time. However, the timing and extent of such a move remain uncertain.

Our portfolios reflect this view to varying degrees as we continue to search for opportunities in areas where
pessimism appears greater than the underlying fundamentals would justify.

The Navigator has been written by:
Peter Ahluwalia
Chief Investment Officer
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Disclaimer

Important Information
All market and economic data, if not otherwise referred to, have been derived from our data provider Bloomberg.

The information in this material has been approved by swisspartners Advisors Ltd. (“swisspartners Advisors”). As a firm providing
discretionary asset management services, swisspartners Advisors is authorized under the Swiss Financial Market Supervisory
Authority (“FINMA”) as portfolio manager and registered under the U.S. Investment Advisers Act of 1940 with the U.S. Securities
and Exchange Commission (“SEC”) as an investment advisor. Nothing in this material is a recommendation that you purchase, sell,
subscribe or hold, or an offer or solicitation of a purchase or sale of any security, futures, options, other financial instruments or
other investment, that you pursue any investment style or strategy or buy any other product or service. The value of, and income
from, your investments may vary because of several risk factors, including but not limited to market, interest rate, credit,
prepayment, liquidity, volatility and currency risks as well as other circumstances such as changes in interest rates or foreign
exchange rates, securities prices or market indexes, operational or financial conditions of companies or other factors. This list is not
exhaustive, and you are strongly encouraged to consult with a qualified legal, tax and financial advisor before making any investment
decision. Investors assume all risk and some or all of the amount invested may be lost.

This material does not take into consideration the specific investment objectives, financial situation or particular needs of any person
that enters into a relationship with swisspartners Advisors. Nothing in this material is or is intended to be investment, accounting,
tax or legal advice. You should consult with your own advisors concerning such matters. swisspartners Advisors does not provide
legal, tax or accounting advice. The information contained herein was obtained from sources believed to be reliable. Although
reasonable care was taken in gathering the information and formulating the opinions contained herein, swisspartners Advisors does
not make any representation whatsoever as to its accuracy or completeness and accepts no liability for any loss arising from the use
of this material. The information, opinions and estimates expressed herein reflect a judgment as of its original publication date and
are subject to change without notice. No representation or warranty, expressed or implied, is made by swisspartners Advisors
regarding future performance. The value and income of any securities or financial instruments can go up as well as down. The market
value of securities or financial instruments may be affected by several circumstances, including among others, changes in economic,
financial or political factors, time to maturity, market conditions and volatility, or the credit quality of any issuer or reference issuer.
Foreign currency rates may have a positive or adverse effect on the value of any investment. Investors assume all risk and some or
all of the amount invested may be lost. This material is not directed to, or intended for distribution to or use by, any person or entity
that is a citizen or resident of, or located in, any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or subject swisspartners Advisors to any registration requirement.

IRS Circular 230 Disclosure: swisspartners Advisors and its affiliates do not provide legal or tax advice. Accordingly, any tax-related
discussion contained herein (including any attachments) is not intended or written to be used, and cannot be used, in connection
with promoting, marketing or recommending to any person any transaction or matter addressed herein or for the purpose of
avoiding U.S. tax-related penalties.

For more information, please visit our website at www.swisspartners-advisors.com | © 2026 swisspartners Advisors Ltd. All rights
reserved.
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