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October in perspective

In this week's Weekly Update, T. Bailey Fund Manager, Elliot Farley examines October's changing
equity market leadership, as some of the strongest performers of recent years came under pressure
while previously overlooked sectors made gains.

The shift has brought renewed attention to the valuations and financing risks associated with Al,
particularly as developers face substantial costs and computing commitments.

The update explores how our exposure to Al is evolving and why investments in areas such as

healthcare, insurance and other specialist strategies provide additional sources of opportunity
across our portfolios.

Markets do not need to move in one direction for portfolios to make progress. The challenge is to
retain exposure to long-term opportunities without relying too heavily on the same businesses,
expectations or sources of growth.

Sector returns for October put numbers to the change in market leadership we covered last week.
Several areas that had delivered the strongest gains over three years were among the month’s
weakest performers whilst the laggards of recent years made respectable gains.

Technology hardware stands out in the chart below. The sector gained roughly 190% over the three
years to the end of October, but fell around 12% during the month.

World Sector Performance: October 2026 against 3-year Performance
Bubble sizes are proportional to each sector’s market capitalisation
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It is too early to call this a lasting reversal. Equity market leadership has changed direction several
times this year, and a single month alone is not a reason to overhaul portfolios.

However, Al developer Anthropic’s S-1filing ahead of its proposed stock-market listing added to the
financing questions we raised last week. Rapid revenue growth sits alongside substantial expenses
and sizeable computing commitments. Demand for Al is growing, but so is the capital required to
deliver it.

While we have not abandoned the theme our exposure to it has steadily shifted towards businesses
using Al to improve their operations, alongside selected Asian chip and memory suppliers benefiting
from the infrastructure build-out. We see more attractive valuations in these suppliers, reflecting
less demanding expectations than in some better-known Al names.

But lower valuations do not insulate them from financing pressures elsewhere in the industry. If Al
developers struggle to raise capital, infrastructure spending could slow and demand for chips and
memory would consequently suffer. Whilst lower valuations improve the starting point for
generating returns, these remain cyclical businesses.

Furthermore, October showed that returns are available beyond the market leaders of recent years.
Holdings such as Havelock Global Select, Polar Capital Healthcare Opportunities, Polar Capital
Global Insurance and Regnan Sustainable Water and Waste give us exposure to businesses with
different earnings drivers. We remain invested in Al's development, without relying on it as the only
source of growth in our investment portfolios.
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Important Information

For professional investors or advisers only. This material is not suitable for retail clients.
e This document is issued by T. Bailey Asset Management Limited ("TBAM").

e This document has been produced for information only and represents the views of TBAM at the time
of writing. It should not be construed as investment advice. No investment decisions should be made
without first seeking advice. TBAM do not provide financial advice to private individuals.

e Full details of the TBAM funds, including charges and risk warnings, are published in the TBAM funds’
Prospectus. Investors should read the Prospectus, relevant Key Investor Information Document and
Supplementary Information Document prior to investing. Fund documentation is available at
www.tbaileyam.co.uk.

e TBAM products are exposed to global financial markets and are subject to market fluctuations and
other risks inherent in such investments. Investments in overseas markets may be affected by changes
in exchange rates, which could cause the value of your investment to increase or diminish. The funds
may enter into derivative transactions for efficient portfolio management purposes (including hedging).

e Past performance is not a reliable indicator of future results. The value of your investment and the
income derived from it can go down as well as up and you may not get back the money you have
invested.

e The total return or loss on equities may fluctuate significantly from year to year, you should therefore
regard your investment as medium-to-long term.

e The investment methodology and risk controls defined here stand as guidelines and not rules.
Occasional deviations from these parameters may occur.

e Every effort is taken to ensure the accuracy of the data used in this document, but no warranties are
given. Based on TBAM's understanding of current law and practice which could alter as a result of
future legislation. All sources TBAM unless otherwise stated.

e TBAM is authorised and regulated by the Financial Conduct Authority No. 190291 and is a member of
the Investment Association.

TBAM is registered in England & Wales Number 3720372.
Registered Office: Toll Bar House, Landmere Lane, Edwalton, Nottingham NG12 4DG.
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