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What the Market Has Been Saying

Prices Reflect Market Thinking

1. Al spend scepticism versus hardware cash. Hyperscalers and platforms funding Al capex have underperformed companies that are paid today
for GPUs, memory and tools (Oracle —25.8%, Meta —7.2%, Tencent —35.3% versus AMD +170%, SK Hynix +134%). If the market truly believes
in Al, why penalise the firms writing the cheques?

2. Cyclical PE on HBM leaders. Even with demand visibility into 2029, SK Hynix still trades on single-digit multiples — priced as cyclical payback,
not a franchise premium. Why treat SK Hynix as a cyclical if Al is priced as structural?

3. Apple's monetisation premium. Apple has spent the least on Al capex among Mag7 peers yet carries the richest forward valuation. The
markets pay for a franchise that can sell Al into a huge installed base.

4. Intolerance for Al and outlook disappointment. Intel's record one-day plunge on a soft outlook, Meta's free-cash-flow and capex punishment,
and Google's Al-spend plus search miss show how high the bar for Al returns is — and how little tolerance there is for any drag. The market is

impatient to see results from the huge capex already spent.

5. Treasury yield-curve flattening. Front-end yields rose faster than the long end; a large stock of Treasuries still matures in 2027-28, and paper
due within twelve months is expected to be refinanced with short-term debt. Brent's year-on-year spike will also fade into early 2027 on base
effects if prices hold. Labour looks soft; retail and ISM Manufacturing do not show a clean one-way slowdown. The tape is starting to price a

slowing-growth scenario.

Source: KGI CIO Insights synthesis of the preceding slides
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Investment Strategies
Thinking Ahead of the Market

m When the cost of money rises, market scrutiny hardens. The turn toward tighter scrutiny began after the mini-crash in July
this year, when expectations for short-term funding costs turned more hawkish and attention shifted to rising long-term bond
yields across developed markets — a headwind for Al valuations and for the funding cost of long-dated capex commitments.

m To break the current deadlock, either the return prospects of Al must gather momentum, or funding costs must be seen to
ease. We believe proof of Al-capex returns will take time, and physical limits — energy, political and social acceptance — will
cap the near-term return profile. The good news is that the cost of money (long-duration borrowing rates) is falling
faster than the market expected as growth momentum slows. We believe that can revive today’s negative sentiment.

m For equity investors, we would use any rebound ahead of a liquidity revival to consolidate Al holdings and diversify
further into quality defensive sectors such as healthcare, renewable energy, defence and consumer staples. For bond
investors, we see opportunity in the present dislocation. Weaker neo-clouds are not expected to spill over into Big Tech. We
expect continued rotation into traditional investment-grade corporates and longer-duration Treasuries.

Source: KGI
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Hyperscalers and Platforms Underperformed Al Hardware
The Market Does Not Believe the Long-Term Al Promise; Cash Is King
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W Cash recipients lead the tape: AMD
+170%, SK hynix +134%, ASML
+55%, TSM +45% — hardware that
invoices today.

B Writers of the cheques lag: Oracle,
Meta and Tencent are negative;
Microsoft and Amazon trail the S&P
500 and Nasdaqg-100 ETFs.

B Next question: if Al funding
tightens, do vendors stretch
customers — and does cash catch
up with reported earnings?
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Market Perception Turned in July After the Mini-Crash

Nvidia Underperformed Other Hardware Names as Its Sheer Size Took a Toll
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SK Hynix Trades at Single-Digit PE Despite Strong Orders

The Market Is Pricing a Cyclical Company, Not Structural Growth

6.71x 2.99 x +134%

Trailing P/E Forward P/E YTD 2026 (KRW)
Price + last-twelve-months earnings — about seven Price + next-year earnings forecast — under 3 x A strong local-currency move — yet the multiple
years of today’s profit to “pay back” the share says the market still treats memory as a cycle, not stays single-digit. Performance alone has not re-
price. a franchise. rated the cycle view.

P/E as a payback proxy (plain language). A multiple is roughly how many years of today’ s earnings the share price is paying for. Single-digit
multiples embed limited visibility beyond the current upcycle.
What would re-rate the stock. HBM demand into 2029 is widely discussed and largely already in forecasts. A durable step-up in the multiple needs

a stronger outlook beyond 2029. Until then, single-digit P/Es say memory is still priced as cyclical.

YTD strength has not rewritten the multiple. Local-currency shares are up +134% year-to-date, yet trailing 6.71x and forward 2.99x still read as
cycle payback — not a franchise premium. The best time to buy a cyclical is when its valuation is most expensive (trough of the earnings

cycle). The best time to sell is when its valuation is cheapest (peak of the earnings cycle).

Source: stockanalysis / S&P Global Market Intelligence multiples as of 28 October 2026; Yahoo Finance YTD (local KRW), KGI
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Part of the Correction Was Due to Deleveraging
The Question Is: What Developments Will Take the Share Price Above Today’s Level

(KRW) SK hynix Inc. (000660 KS Equity)
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The Market Keeps Raising The Bar

Judgement Day Is Looming — Growth Narrative Alone No Longer Buys Patience
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An Impatient Market Waiting For Strong Al Results

Intel — High Expectations, No Tolerance For A Soft Outlook

The print versus the reaction

Q3 beat the Street (adj. EPS $0.52 versus $0.40; revenue $16.51bn roughly in line). The selloff
—28 58 0/0 was the outlook: Q4 revenue $15-16bn versus ~$17.1bn expected; adj. EPS $0.25 versus ~$0.43
- (LSEG via CNBC).

One-day move on 30 Oct 2026 (Yahoo Cited driver: PC sluggishness

CISEZ;32;0\,7\/0?;,{6;76S)i'nl;jzvfséb1r%a7%(;a/8t The company pointed to a weak PC TAM path (~=12% in 2026 / ~-=10% in 2027) and memory-
° 19)7/4 cost pressure; the Israel fab hit ~$600m of revenue over two quarters. Peer DELL fell -10.8% the
' same day.

The market’s intolerance

When the bar is high, a soft outlook is punished violently. A multi-year / YTD re-rating did not buy
forgiveness — roughly —29% in one session shows how little room the tape leaves for

+3 1 2 . 9 % disappointment.

Prior ~2 years into the print (22.30 on
30 Oct 2024 — 92.07 on 29 Oct 2026).
YTD after the plunge still +78.2%
(versus +149.5% into earnings).

Source: Yahoo Finance; CNBC / Intel outlook; Bloomberg close broadcast as cited in CASE_STUDIES.md, KGI
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An Impatient Market Waiting For Strong Al Results

Meta And Google — The Market’s Thin Skin On Al Spend

Meta (META) Alphabet (GOOGL)
Earnings / reaction 21 Oct AH — 22 Oct session 28 Oct AH — 29 Oct session
Day-1 move -6.98% -12.64% (~-13% news)
Follow-through 5-session: -12.19% ~$500bn mkt-cap loss; day-5 N/A
Al capex headline FY26 $135-145bn (floor raised) FY26 $195-205bn; rising a lot in 2027
Cash /FCF Q3 FCF: -$2.12bn Q3 FCF: -$9.07bn
What hurt Cash burn despite revenue beat Search miss + Al Mode / cannibalisation fears

Theme. Expectations for Al monetisation are high; tolerance is low when spend guidance rises and free cash flow disappoints. Meta was punished
for negative free cash flow and a higher capex floor even after a revenue beat; Google’s worst post-IPO day fused heavy Al cash burn with a soft
core-ad print and fears that Al Mode cannibalises search.

Source: Yahoo Finance; Meta PR / CNBC; CNBC / Reuters for Alphabet, KGI 0
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Apple’s Premium Is On Applications Not For Owning Al

Mag7 (Ex-tesla) Forward Earnings Multiples

40

37.5

35

30

25

20

15

10

AAPL AMZN MSFT GOOGL META ORCL

Source: Forward P/E from stockanalysis as of 28 October 2026; Apple PPE from SEC 10-Q / KGI ai_capex_snapshot, KGI

Least build-out, richest multiple

Apple’s Al infrastructure spend is a fraction of
the hyperscalers’. Nine-month FY26
payments for PPE were about $6.8bn —
against Big-4 quarterly capex still in the tens
of billions.

What the premium prices.

Forward ~37.5x — highest Mag7 ex-Tesla —
pays for the franchise that can integrate Al
into products and monetise a vast installed
user base, not for owning the pipes.

Read-across: when Al return paths look
uncertain, markets still bid for monetisation
certainty.
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Crowded: Buy Short Duration; Fact: Short Rates Rose Fast

Curve Flatten Since Late July — And The 2027-28 Refinancing Calendar

Tenor 31 Jul 2026 28 Oct 2026 Change
2Y 4.28% 4.67% +39 bp
10Y 4.75% 5.05% +30 bp
2s10s 0.47% 0.38% Flatten

What the flatten says. From 31 July to 28 October the 2-year rose +39 bp while
the 10-year rose +30 bp, so 2s10s narrowed from 0.47 to 0.38. The front end — not
the long bond alone — did more of the work.

The refinancing wall. About $5.43T of marketable debt matures in 2027 and
$3.74T in 2028. Roughly $10.64T comes due within 12 months. That stock of
short-dated paper must be rolled at whatever rate the front end prints.

Plain-language price read. When short yields rise, prices of short-maturity bonds
and bills fall. A larger wall of near-term maturities means more of the Treasury float
is re-priced at those higher short rates — until the front end eases again.

Source: Treasury.gov daily par yields (31 Jul & 28 Oct 2026); Treasury Fiscal Data / MSPD maturity calendar as of 30 Sep 2026, KGI

$5.43T

Maturing in calendar 2027

$3.74T

Maturing in calendar 2028

$10.64T

Due within 12 months
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A Flattening Yield Curve Reflects Slowing Economy
Oil’s Year-on-year Fade — And Growth That Is Mixed, Not One-way Soft

Oil / macro print Figure Read
Brent (28 Oct 2026) ~$115.32 Current level
Brent YoY ~+77-79% vs late Oct 2025 (~$64-65)
SCENARIO_FLAT mid-Mar 2027 YoY ~2.8% Price held flat vs mid-Mar 2026 weekly — near 0% / low single digits
NFP (Sep 2026) +29k Weak jobs print
Unemployment (Sep) 4.2% Up from 4.1%

Michigan sentiment (Oct)

48.0 vs 53.6

Soft vs year-ago

Retail sales (Sep mom) +0.8%

Not weak

ISM Manufacturing (Sep)

Still expanding

Oil base-effect calendar. Brent was about $115.32 on 28 Oct 2026 — roughly +77-79% year-on-year (daily YoY +79.1% versus $64.40 a year
earlier; weekly-path check ~+77%). That spike enters the year-ago comparison for CPI energy.

SCENARIO_FLAT (illustration). If the price were held flat near $115 into mid-March 2027, YoY would roll off toward low single digits (~2.8% versus

the mid-March 2026 weekly base) — labeled SCENARIO_FLAT, not a forecast.

Growth is mixed, not one-way soft. Labour looks soft (Sep NFP +29k; unemployment 4.2%; Michigan sentiment 48.0 versus 53.6 a year earlier).
But September retail sales rose +0.8% month-on-month and ISM Manufacturing was 54.5 — still in expansion. The dashboard does not say

“‘everything has rolled over.”

Source: brent_yoy_path.csv (Yahoo BZ=F); macro_slowdown.csv (BLS/CNBC, UMich, ISM, retail advance), KGI
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Disclaimer and Important Notice

Hong Kong: The information contained in the document herein is confidential and is not intended for general public distribution or for use by any person or entity located or residing in any jurisdiction which restricts the
distribution of such information by KGI Asia Limited ("KGI") or any affiliate of KGI. Re-distribution of the document herein and any part thereof by any means is strictly prohibited. Such information shall not be regarded as
an offer, invitation, solicitation or recommendation to invest in or sell any securities or investment products to any person or entity in any jurisdiction. The above information (including but not limited to general financial and
market information, news services, market analysis and product information) is for general information and reference purpose only and may not be reproduced or published (in whole or in part) for any purpose without the
prior written consent of KGI Asia Ltd. Such information is not intended to provide investment advice and should not be relied upon in that regard. You are advised to exercise caution, and if you are in any doubt about such
information, you should seek independent professional advice.

You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You should carefully consider whether
investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

No representation or warranty is given, whether express or implied, on the accuracy, adequacy or completeness of information provided herein. In all cases, anyone proposing to rely on or use the information contained
herein should independently verify and check the accuracy, completeness, reliability and suitability of the information. Simulations, past and projected performance may not necessarily be indicative of future results.
Information including the figures stated herein may not necessarily have been independently verified, and such information should not be relied upon in making investment decisions. None of KGI, its affiliates or their
respective directors, officers, employees and representatives will be liable for any loss or damage of any kind (whether direct, indirect or consequential losses or other economic loss of any kind) suffered or incurred by any
person or entity due to any omission, error, inaccuracy, incompleteness or otherwise, or any reliance on such information. Furthermore, none of KGlI, its affiliates or their respective directors, officers, employees and
representatives shall be liable for the content of information provided by or quoted from third parties.

Complex Products refers to an investment product whose terms, features and risks are not reasonably likely to be understood by a retail investor because of its complex structure. Investors should exercise caution in
relation to complex products. Investors may lose the entire amount or more than the invested amount. For complex products with offering documents or information not reviewed by the Hong Kong Securities and Futures
Commission (SFC), investors should exercise caution regarding the offer. For complex products described as SFC-approved, such approval does not imply official endorsement, and SFC recognition does not equate to a
recommendation or assurance of the product's commercial viability or performance. Past performance data, if provided, is not indicative of future performance. Some complex products are only available to professional
investors. Before making any investment decisions, investors should review the offering documents and other relevant information to understand the key nature, features, and risks of the complex products. Independent
professional advice should be sought, and investors should have sufficient net assets to bear the potential risks and losses associated with the product. Members of the KGI group and their affiliates may provide services
to any companies and affiliates of such companies mentioned herein. Members of the KGI group, their affiliates and their directors, officers, employees and representatives may from time to time have a position in any
securities mentioned herein.

Bond investment is NOT equivalent to a time deposit. It is NOT protected under the Hong Kong Deposit Protection Scheme. Bondholders are exposed to a variety of risks, including but not limited to: (i) Credit risk - The
issuer is responsible for payment of interest and repayment of principal of bonds. If the issuer defaults, the holder of bonds may not be able to receive interest and get back the principal. It should also be noted that credit
ratings assigned by credit rating agencies do not guarantee the creditworthiness of the issuer; (ii) Liquidity risk - some bonds may not have active secondary markets and it would be difficult or impossible for investors to
sell the bond before its maturity; (iii) Interest rate risk — When the interest rate rises, the price of a fixed rate bond will normally drop, and vice versa. If you want to sell your bond before it matures, you may get less than
your purchase price. Do not invest in bond unless you fully understand and are willing to assume the risks associated with it. Please seek independent advice if you are unsure.

All investments involve risks. The prices of securities fluctuate, sometimes dramatically. The price of a security may move up or down, and may become valueless. It is as likely that losses will be incurred rather than profit
made as a result of buying and selling securities. Prices of securities and fund units may go up as well as down and past performance information presented is not indicative of future performance. Investors should read
the relevant fund's offering documents (including the full text of the risk factors stated therein (in particular those associated with investments in emerging markets for funds investing in emerging markets)) in detail before
making any investment decision. You are advised to exercise caution and undertake your own independent review, and you should seek independent professional advice before making any investment decision. You
should carefully consider whether investment is suitable in light of your own risk tolerance, financial situation, investment experience, investment objectives, investment horizon and investment knowledge.

Singapore: This document is provided for general information and circulation only, and is not an offer or a solicitation to deal in any securities or to enter into any legal relations, nor an advice or a recommendation with
respect to any financial products mentioned herein. It does not have regard to the specific investment objectives, financial situation and the particular needs of any recipient hereof. You should ensure that you understand
the risk(s) involved and should independently evaluate particular investments and consult an independent financial adviser before making any investment decisions. All information and opinions contained herein is based
on certain assumptions, information and conditions available as at the date of this document and may be subject to change at any time without notice.
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