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Demand for real assets remains elevated as the Al infrastructure build-out  svonesbitt Bums
across North America continues to accelerate. What began as a digital

transformation is increasingly translating into physical investment, with rising
requirements for compute power, data-centre capacity, energy, and

supporting infrastructure. At the same time, geopolitical tensions are

constraining supply in key inputs such as energy and critical minerals, reviving
concerns around persistent inflation pressure and prolonged geopolitical risk.

This shift is creating clear winners and losers. Capital spending by the
‘Hyperscalers’ (Google, Meta, Microsoft, Amazon) remains high, underpinning
demand for hardware - semiconductors, servers, networking equipment, and
power generation. However, the economic benefits of Al are not evenly
distributed. Some technology firms are aggressively investing to defend or
expand their position, while others are taking a more cautious approach.
Software markets, in particular, are becoming more competitive as Al-native
platforms reshape cost structures. The result has been widening dispersion,
even within the mega-cap equities, and a market that is increasingly selective
rather than index-driven.

As infrastructure demand rises, constraints across real assets are becoming
more visible. Strength in precious metals and energy reflects both supply
limitations and heightened geopolitical uncertainty. While inflation
expectations have not fully adjusted, sustained commodity pressure could
reintroduce inflation sensitivity and complicate the path toward policy easing,
leaving markets more reactive to macro developments.

Continued...
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Volatility has also been amplified by faster information flow, higher index
concentration, and recurring geopolitical shocks. Recent swings in oil prices
illustrate how quickly markets can reprice uncertainty, even when longer-term
fundamentals remain completely intact. Historically, these episodes tend to
fade rather swiftly, but they can create sharp short-term dislocations along
the way.

BMO Nesbitt Burns

Liquidity has become an increasingly important consideration, particularly
within parts of private markets. Redemption pressure and withdrawal
restrictions have weighed on sentiment within Private Credit in particular,
despite limited evidence of broad-based credit deterioration.

Overall, this is a market that continues to reward selectivity, balance-sheet
strength, and diversification. We remain confident that our portfolio
companies are high quality and well diversified across market sectors. We are
positioned to benefit from the rapid structural changes underway in the
economy, while remaining mindful of near-term uncertainty.

Thank you for your continued partnership and trust in our team.

Brezer, Mandell, Reems & Hao Group
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Overdue for a pull back

# Trading Days S&P 500 Has Stayed Within 3% of All Time Highs

Since 1950
@ # TRADING DAYS S&P 500 HAS STAYED WITHIN 3% OF ALL TIME HIGHS IN A ROW
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2025 Q4 Earnings and Future Guidance

TOP GROWTH SECTOR HOT TOPIC

Information
Technology

Q4 2025 earnings came in resilient,
and/forward guidance has held up
reasonably well. Markets are
rewarding companies that can grow
earnings in this environment,

particularly those exposed to Al 73% of S&P 500 Companies
Exceed EPS Estimates

The Information Technology sector
reported the highest earnings growth of
all 11 sectors in the S&P 500 at 33%.

infrastructure and select real-asset
themes. This earnings resilience is
one of the reasons equity indices 73% of S&P 500 companies reported actual EPS above 73%

estimated EPS - below the 5-year average of 76%.

have stayed near all-time highs, even
while everyone’s nervous about
valuations and geopolitics.

GUIDANCE GAAP VS. NON-GAAP KEY TAKEAWAY

2 5 e 4 O :
Companies % O

For the 25 DJIA companies The S&P 500 reported

reporting non-GAAP EPS, the growth in earnings of 14.0% -

median difference between the 5th straight quarter of
non-GAAP and GAAP was 13.0%. double-digit growth,

Source: Factset
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Computer Hardware vs Software

+58.22%
05:31:05

The traditional linkage between
hardware (orange line) and software f
(blue line) has weakened with the VN
rise of agentic Al. Investors are
increasingly discounting a future
where a small number of Al-native
platforms absorb economic value

that once accrued to incumbent
software vendors. At the same time,
persistent demand for Al compute,
and a shortage of data-center
infrastructure are keeping hardware
companies near all time highs.

17

Past performance is not an indicator of future performance
Source: TradingView
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Private Credit Manager Drawdowns

% Drawdown from Highs

Name Ticker Drawdown

Publicly listed private investment Carlyle CG -24.8%
managers have experienced

significant share-price drawdowns, Apollo Global APO -40.1%
driven by rising redemption pressure

in private credit, gated withdrawals, Blackstone BX _43.1%
and slower realizations. These factors B

have weighed on investor sentiment
despite limited evidence of Ares Management ARES -43.7%

broad-based credit stress to date.
KKR KKR -46.6%

Blue Owl Capital OWL -46.6%

(Top 5 Names)

Source: Bespoke Investment Group
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Average Tariff Rate on US Imports
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. |
e | ey e
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Source: JP Morgan Global Asset Management




While the Magnificent 7 has
accounted for much of the market’s
gains, investors have not rewarded
each company equally. Performance

dispersion has widened
meaningfully, and the group’s

aggregate contribution has
weakened since 2023, with
year-to-date performance now
acting as a headwind to the broader
market for the first time since 2022.

Mag 7 Performance Dispersion

Magnificent 7 performance dispersion

Price return
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Al-related CAPEX spending is highly
concentrated among a small group of
mega-cap firms. Early last year, the
market treated Al investment as a
“sky-is-the-limit” exercise, often
rewarding companies simply for
spending more. More recently,
sentiment has shifted, with
aggressive CAPEX plans viewed as
increasingly exuberant rather than
inherently value-accretive. This
marks a healthier phase of the cycle,
where investors are re-focusing on
discipline, efficiency, and the reality
that the optimal level of spending
likely.sits somewhere between
under-investment and excess.
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Apple on Capex: ‘Nah, were good’

Standardized quarterly capital expenditure

$40B Amazon
35
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Alphabet +95
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Source: A16Z



Al-linked commodities continue to
surge as data-centre build-outs
accelerate, reinforcing the short

supply of real-asset available in the
market.

Brezer, Mandell, Reems & Hao
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Past performance is not an indicator of future performance
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Index of Prices of Al Related Commodities

450

400

350

300

250

200

150

100

50



Brezer, Mandell, Reems & Hao

Group

BMO Nesbitt Burns

Intra-day Oil Price Volatility

. WTI daily high-low price spread

Crude oil futures briefly surged to $40/barrel
around $120 per barrel on March
10th as escalating Middle East
tensions raised concerns over Iran 30
restricting traffic through the Strait
of Hormuz, a critical route for

roughly one-fifth of global oil supply. 20
Prices then reversed sharply after
President Trump signaled the mission
was nearing completion, resulting in

10
the largest single-day swing in oil
prices since the COVID period.
0

Source: Nymex




WTI crude oil has overtaken gold as
the top-performing macro asset over
the past six months, reflecting a

sharp repricing of geopolitical and
supply-driven risk.
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Macro Asset Performance

Q CFDs on WTI Crude Oil - 2h - TVC ® 4947
@ Us500 - Capital.com 2.27%

€= us30y - TVC 4.70%

() WHEAT - Capital.com 15.21%

© pxy - TvC

€ GOLD - TVC 41.28%

a
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Past performance is not an indicator of future performance
Source: TradingView
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Commodities vs Gold

——— Gold [LHS]
e [ qual-Weighted Commodity Index

2000
Historically, gold has tended to move

in sync with broader commodity
cycles. With gold prices elevated and
energy strengthening, the market is

1000

beginning to question whether the
post-pandemic commodity
super-cycle may be re-emerging.

Gold Market Chartbook
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Source: TopDown Charts LSEG




Rising commodity prices, driven by
the recent surge in gold and oil, are
not yet fully reflected in inflation
expectations. If these pressures

prove persistent rather than
transitory, the Federal Reserve may
face increasing difficulty cutting rates
at its upcoming policy meeting.
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Commodity Prices & Inflation Expectations
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Periods with oil prices above $S100
per barrel have historically been

associated with weaker forward S&P
500 returns.
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S&P 500 Returns vs Qil Price levels

15%+
10% 1

5%
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$10-29.99 $30-49.99 $50-64.99 $65-79.99 $80-99 99 $100+

M S&P 500 Avg 3m Return m S&P 500 Avg 6m Return m S&P 500 Avg 12m Return

Past performance is not an indicator of future performance
Source: Bloomberg
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A Decade Worth of Volatility in The 2020s

1% Up and 1% Down Days in the S&P 500 by Decade

@ DECADES BETWEEN 1950 AND 2020 2020 - PRESENT @ AVERAGE

Higher index concentration, faster

information dissemination, and the
rise of algorithm-driven trading,
combined with three short bear

markets over the past six years, have

840
605
528
520
. | - S0 515
contributed to meaningfully higher 462

market volatility this decade

compared with prior periods. 315

- .

1950s 1960s 2020s  Average 1990s 1970s 2010s 1980s 2000s

Decades
Source: Exhibit A




Historically, markets have recovered
meaningfully in the 12 months
following geopolitical shocks. This

pattern-underscores the importance
of maintaining long-term positioning
despite near-term volatility.
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S&P 500 Forward Return After Geopolitical Events

@ S&P 5001-YEAR FORWARD RETURNS AFTER MAJOR GEOPOLITICALEVENTS @ AVERAGE

50% 43.7%

40%

30%

20% 14.2%

S&P 500 1-Year Forward Return (%)

1.2%
10%
0%
-10%
-20% -16.8%
Korean Cuban Six-Day Gulf am Iraq Brexit COVID-19 Ukraine  Average
War Missile War War Attacks Invasion Vote Invasion
Crisis

Major Geopolitical Events

Past performance is not an indicator of future performance
Source: Exhibit A
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BMO Private Wealth is a brand name for a business group consisting of "¢ Nesbitt sums
Bank of Montreal and certain of its affiliates in providing Private wealth
management products and services. Not all products and services are
offered by all legal entities within BMO Private Wealth. Banking services
are offered through Bank of Montreal. Investment management, wealth
planning, tax planning, and philanthropy planning services are offered
through BMO Nesbitt Burns Inc. and BMO Private Investment Counsel
Inc. Estate, trust, and custodial services are offered through BMO Trust
Company. Insurance services and products are offered through BMO
Estate Insurance Advisory Services Inc., a wholly-owned subsidiary of
DISCLAIMER BMO Nesbitt Burns Inc. BMO Private Wealth legal entities do not offer
tax advice. If you are already a client of BMO Nesbitt Burns Inc., please
contact your Investment Advisor for more information. BMO Nesbitt
Burns Inc. is a Member — Canadian Investor Protection Fund and is a
Member of Canadian Investment Regulatory Organization. BMO Trust
Company and BMO Bank of Montreal are Members of CDIC.

"BMO (M-bar roundel symbol)" is a registered trademark of Bank of
Montreal, used under license.
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