THE BIG PICTURE

The Nasdaqg Boom - 2026 Feels
Uncomfortably Similar to the
Start of 1998!

Adrian Clayton
ClO

In this article, | draw a direct line between today's market and the run up to the dot-com peak in
March 2000. The Nasdaq has doubled in value several times over the past decade, much as it did
between 1992 and 2000. Valuations are now approaching levels last seen at that peak. | use this
backdrop to explain why price and true value often diverge in the short term, and why that gap can
persist far longer than investors expect. The article also looks at why Northstar's quality factor has
underperformed in 2026, as capital chases cyclical and Al linked stocks. Despite this, we remain
committed to our valuation based approach, owning undervalued quality businesses rather than
chasing price momentum. After 31 years of managing client capital, the lesson has not changed:
trust valuation, distrust price.

oooooooooooooooooooooooooooooooooooooooooooooooooo

Between 1992 and 1997, over that 5-year period, the Nasdaq doubled in value, it gained 123%; a
compound annualized return of 17.4%.

By June of 1999, 2.5 years later, it had doubled again.

On the 10th of March 2000, the Nasdaq reached a level of 5048, doubling again, but in 9 months.
The 10th of March 2000 represented a peak for the tech bull market, a mere 2.5 years later, the
index had fallen 50%, taking the Nasdaq back to levels last seen in 1995 — it was as if the bull
market had never happened.

In 2015, 15 years from its apex, the Nasdaq finally broke back above its March 2000 level.

And so, the same pattern of the mid 1990’s began again, but in 2015. Between November 2015
and July 2020, the market doubled, by July 2025 it doubled again. Over the past 11 months, the tech
rich index has gained a further 26%.

The above data is about price, so, how expensive was the market in 2000 versus now? The Nasdaq
traded at a P/E of 65x when the index hit its peak on the 10th of March 2000, it is currently at 44x.
The average P/E multiple for the Nasdaq since the early 1980’s is 32.9x.

Using the ratio of Total Enterprise Values (TEV) to Sales, this reached 5.2x in March 2000, versus
the current level of 5.9x. The average since the early 1980’s is 2.29x.
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The catalyst for dot-com was probably the listing of search engine business Netscape in August
1995. Underwriters valued the business pre-listing at $18, but Netscape listed at $28, surged
to $75 on its first day of trading and hit a high in the same month of $174. At the time, Netscape
controlled 70% of global internet search, by 2008, its market share had shrunk to 1%.

The main theme

At the heart of this article is the view that in the short term, the true or realistic value of an asset is
seldom consistent with its price, and that price and true worth unfortunately only tend to converge
eventually.

The 2000 levels of the Nasdaq, Steinhoff’'s R96.85 share price in March 2016 and crypto coin, Terra
(LUNA), which reached a price of $119.18 in April 2022 and is now effectively worthless, should all
be clear examples that price and value are not mirror images of each other.

Unfortunately, several factors influence clients and prospective investors of research-driven
investment firms:
» Excessive accessible price feeds — media spews price 24/7.
« Anincreasing cultural disposition for instant gratification.
« Anchoring bias — relying on an initial piece of information, usually price, without valuing an
asset correctly.
« Weak performance from traditional managers.
« Artificially low interest rates fuel asset speculation and encourage inexperienced investors to
see themselves as experts.
« An expanding segment of the financial industry arbitraging the factors mentioned above to
sell market linked or exchange traded funds.

And against all of this, price takes time to reflect value!

Absolutely bizarre times
In addition to these behavioural biases, we have seen a flurry of technological breakthroughs
threatening various entrenched industries.

The most obvious being GLP-1 medicines that could lead to fewer invasive surgeries, draining the
lucrative profit pools of traditional medical technology companies, and the advancement in artificial
intelligence and large language models upending traditional software businesses.

Then of course, new bouts of geopolitical friction (last felt during the Cold War) and the concomitant
onset of modern wars have catalyzed renewed capital deployment towards cyclical industries
(mining, energy, utilities, banking) with historically poor economics.

It is fair to say that we have witnessed a flurry of market jarring events that are almost uncanny in
their uniformity of timing.

Northstar’s journey of owning undervalued quality companies
Northstar’s investment philosophy is to own undervalued quality companies. This has served our
clients well, particularly in offshore markets for the past 14 years.
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The following chart shows the quality factor—effectively an index of quality companies—over time,
represented by the red line. It clearly shows that quality has outperformed the market, as measured
by the S&P 1200.

Chart 1: Value of $1 invested in January 1997 (cumulative return)
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Source: Capital 1Q, Northstar Asset Management as at 31 December 2025

If we take the same chart and look at quality over 1-year rolling periods, the red line has mostly been
well above the performance of the market — as shown by the grey straight line. However, quality has
performed poorl as of late.

Chart 2: Rolling 12-month alpha
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Quarterly Market Report - Q2 2026

We believe quality has performed significantly worse in 2026 than in a normal year for two overriding
reasons.

Firstly, because investors have sucked their capital out of higher quality businesses to chase after
cyclical companies benefiting from the war and additionally, capital is chasing perceived Al winners.
This we would argue are cyclical events and will reverse.

Secondly, many quality companies are concentrated in health care, software, and consumer-related
sectors, which are under pressure from GLP-1 drugs, Al disruption, and slowing global growth.

Consequently, investor sentiment towards these businesses has moved from hero to zero! But there
are no absolutes as to whether GLP-1's really will reduce the incidence of invasive surgery and,
whether Al is the death-knell for software companies, also economic growth ebbs and flows.

2026 winners have been super growth stocks and cheap value stocks
With the market having bifurcated to super cheap and super expensive businesses, it is important
to appreciate the risk to chasing yesterday’s winners.

The chart below shows that value investing (blue line) produces volatile annual returns — extreme
highs and extreme lows, significantly bumpier than owning quality stocks.

Chart 3: Rolling 12-month alpha
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Where to from here?
We find ourselves in the most bizarre place — on the one hand, our global buy list at Northstar offers
high expected future returns (see chart 4) — the stocks that we own are cheap.

Page 5



Chart 4: Northstar Global Equity intrinsic value discount
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By contrast, a narrow group of Al beneficiaries is driving the broader US market. We believe these
companies face bubble-like risks, given their extreme valuations and hype-fueled price gains. Yet
their share prices continue to rise, echoing the internet bubble of 2000.

Northstar has managed our global portfolio grounded in owning companies trading for less than
we have calculated the businesses to be worth, we contrast this to an approach that chases price
momentum. We refuse to expose our clients to this risk.

Conclusion
After 31 years of managing client capital, | have learned that longevity depends on being right more
often than wrong. That experience has reinforced a few essential investment tenets:

o Never overpay.

o Establish real worth.

e Trust valuation, distrust price.

o Opportunity costs are temporary; permanent capital losses are not.

o ltis seldom as bad as it feels, it is never as good as it seems.
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NORTHSTAR

CIS DISCLOSURES

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager
of the Boutique Collective Investments Scheme, approved in terms of the
Collective Investments Schemes Control Act, No 45 of 2002 and is a full
member of the Association for Savings and Investment SA.

Collective Investment Schemes in securities are generally medium to long
term investments. The value of participatory interests may go up or down and
past performance is not necessarily an indication of future performance. The
Manager does not guarantee the capital or the return of a portfolio. Collective
Investments are traded at ruling prices and can engage in borrowing and scrip
lending. A schedule of fees, charges and maximum commissions is available
on request. BCl reserves the right to close the portfolio to new investors and
reopen certain portfolios from time to time in order to manage them more
efficiently. Additional information, including application forms, annual or
quarterly reports can be obtained from BCI, free of charge. Performance
fees will be calculated and accrued on a daily basis based upon the daily
outperformance, in excess of the benchmark, multiplied by the share rate and
paid over to the manager monthly.

Performance figures quoted for the portfolio is from Morningstar, as at the
date of this document for a lump sum investment, using NAV-NAV with
income reinvested and do not take any upfront manager’s charge into account.
Income distributions are declared on the ex-dividend date. Actual investment
performance will differ based on the initial fees charge applicable, the actual
investment date, the date of reinvestment and dividend withholding tax.
Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility
for the third party named portfolio.

Although reasonable steps have been taken to ensure the validity and
accuracy of the information in this document, BCl does not accept any
responsibility for any claim, damages, loss or expense, however it arises,
out of or in connection with the information in this document, whether by
a client, investor or intermediary. This document should not be seen as an
offer to purchase any specific product and is not to be construed as advice
or guidance in any form whatsoever. Investors are encouraged to obtain
independent professional investment and taxation advice before investing

with or in any of BCl/the Manager’s products.

Income funds derive their income from interest-bearing instruments in
accordance with Section 100(2) of the Act. The vyield is a current yield and

is calculated daily.

A feeder fund is a portfolio that invests in a single portfolio of collective
investment schemes, which levies its own charges and which could resultin a

higher fee structure for the feeder fund.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial
services provider in terms of the Financial Advisory and Intermediary Services
Act 2002. All information contained in this document should not be construed,
or relied upon, as advice. If you require financial and/or investment advice,

please engage the services of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this
document are provided by Northstar as general information about the
company and its products and services. Northstar does not guarantee the
suitability or potential value of any information or particular investment
source. Any information in this document is not intended nor does it
constitute financial, tax, legal, investment, or other advice. Nothing contained
in any service or any other content in this document constitutes a solicitation,
recommendation, endorsement or offer by Northstar. Nothing contained in
any service or any other content in this document constitutes a solicitation,
recommendation, endorsement or offer by Northstar. lllustrations, forecasts
or hypothetical data are not guaranteed and are provided for illustrative
purposes only; returns or benefits are dependent on the performance of
underlying assets or other variable market factors; there are risks involved in
buying or selling a financial product; past performances are not necessarily

indicative of future performances; and no guarantees are provided.

NORTHSTAR ASSET MANAGEMENT

Northstar Asset Management (Pty) Ltd

Registration No. 1996/001423/07 | FSP number 601

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,
Constantia PostNet Suite #784, Private Bag X16, Constantia 7848
Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

info@northstar.co.za | www.northstar.co.za

DISCLAIMER

The Management of portfolios is outsourced to Northstar Asset Management
(Pty) Ltd, (FSP) Licence No. 601, an Authorised Financial Services Provider
under the Financial Advisory and Intermediary Services Act, 2002.
This information is not advice, as defined in the Financial Advisory and
Intermediary Services Act (No. 37 of 2002). Please be advised that there may
be representatives acting under supervision. The manager retains full legal
responsibility for the co-named portfolios. Legal Information http:/northstar.

co.za/page/legal-information/



