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Monitoring scenarios remains key to tracking mega forces

The ongoing economic transformation fueled by mega forces means long -term “macro anchors”like stable growth
and inflation are adrift. We rely on scenarios to evolve our strategic views as the transformation unfolds.
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output could evolve — the chart on the left and top right assume there is one single central trend for growth and the chart on
the bottom right assumes that there is not one single central trend for growth, but many different trends possible.
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Middle East Conflict: price pressures may bind

The conflict in the Middle East — if protracted — could lead to a prolonged energy supply shock, tighter financial
conditions and greater stagflation risks. Economic and political pressures could limit the disruption, in our view.
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Growth breakout now conceivable,but it may not last

U.S. growth has stuck to a 2% trend for over 150 years, even through historic innovations. We think it's conceivable
that accelerated Al-driven innovation could lift growth above that trend,but a permanent breakout is a tall order.
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We see Al-led productivity gains spreading beyond the U.S.

During the ICT-boom, productivity gains were concentrated in the U.S. But this time, our analysis shows that gains
from Almight be more broadly felt.
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Polling question:

After a strong rebound, U.S. equities ended 2025 delivering
high double-digit gains. Current valuations imply 15-20%
carnings growth ahead. How likely do you think such growth is
to continue 1in the future?

1 Likely —Dispersion will widen, but Al -driven productivity and expanding margins could sustain above -
trend earnings growih.

2 Unlikely —Continued scaling up of capital expenditure as Al adoption disappoints and a weakening
consumer make such strong earnings growth hard fo repeat.
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We think Al-led profit growth will drive returns

Valuations in the U.S. remain historically high relative to our assessment of fair value. But we stillestimate strong U.S.
equity returns over our strategic horizon as we see Aladoption boosting corporate margins.
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Software selloff shows Al acceleration

A few months ago, the market debated whether Al was real. Today, it's seen as an active threat to business models. We
believe the hunt to sort the winners and losers reinforces Al’'s massive buildout - and the borrowing spree to finance it.

S&P sector performance, past 6 months
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Polling question:

Traditional diversifiers have struggled in this current market
environment as mega forces are influencing asset classes
differently. What do you think 1s the best starting point for a
well diversified long-term portfolio?

1 Leaning into traditional stock  -bond allocation
Static allocations like the 60/40 have historically been able to see through volatility and perform
across regimes.

2 . A broad market - cap allocation
Markets themselves provide a reliable anchor over time as they sort through winners and losers of
the mega forces.

3 . Higher allocation to more idiosyncratic sources of return
Asset classes like private markets and hedge funds are anchored in mega forces, taking advantage
of increased market volatility.
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Diversification mirage

Investors are demanding more compensation for the risk of holding long -term bonds across the world. Traditional
diversifying assets, like long -term U.S. Treasuries are providing less of a potential cushion from risk asset selloffs too.
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We find mnfrastructure’s relatively cheap valuations attractive

Listed infrastructure valuations do not reflect what we see as a compelling fundamental backdrop, while private
infrastructure valuations have not run up as much as other private markets.
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Our latest strategic views

We maintain our preference for emerging market (EM) equities and inflation -linked bonds. We turn neutral on
developed market (DM) government bonds and upgrade high yield debt to lean into its attractive income.

Hypothetical U.S. dollar strategic views vs equilibrium, February 2026
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Our latest strategic views

We maintain our preference for emerging market (EM) equities and inflation -linked bonds. We turn neutral on
developed market (DM) government bonds and upgrade high yield debt to lean into its attractive income.

Hypothetical U.S. dollar 10 - year strategic views vs equilibrium, November 2025
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Appendix

Our framework

As we outlined in our 2022 update to our framework, we believe alpha — returns delivered by managers beyond market benchmarks — falls into two categories: 1) returns that can be
replicated systematically and cost-efficiently by broad market and factor indexes, and;2) returns that are driven by true investment skilland cannot be systematically captured through
an index. Our views:

Factors: Macro and equity style factors are important drivers of returns. It is important to separate this source ofreturn from any manager’s excess return relative to a benchmark to
understand the return that is an investor pays for.

Returns and fees: What matters are returns net of costs. Product fees cut into returns and can reduce or,in some cases, eliminate the alpha an investor receives. Yet these fees vary
widely and change overtime. Some index and factor products can also have large fees. Investors should fullyaccount for fees in portfolio construction.

Governance costs: Governance costs —those required to find and manage managers — are an essential consideration. We believe manager selection and oversight are vital to achieve
alpha.

Methodology

We use time series regression analysis to strip out the impact of macro and equity style factors,and other market indices from excess returns to estimate the underlying active returns
directly attributable to manager skill for our left chart on page 5 and both charts on page 9 in the appendix. We go beyond the usual Ordinary Least Squares technique to reduce
overfitting and use Ridge regression analysis instead. While none ofthese approaches can completely eliminate overfitting — explained in the limitations section below — and will only
produce approximate estimates of active returns, Ridge regression aims to minimize the impact of overfitting. Our equities and fixed income data on returns in excess ofa fund’s
performance benchmark come from eVestment data. These returns are reported gross of fees for close to 7000 managers (throughout the fullsample) across asset classes in public
markets. We use MSClindices as a proxy for equity style factors and market benchmark indices as a proxy for macro factors across asset classes. The index proxies used are slide 15,16, &
17.
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