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4025 Small Cap Market Overview

The good news is that 2025 was the third consecutive year of gains by small cap
stocks. The bad news is that it was the fifth consecutive year that small caps
lagged larger names.

The Russell 2000 Index’s 2.2% advance in the fourth quarter contributed to an annual total return of 12.8%; this
compares to respective gains of 2.7% and 17.9% by the S&P 500 Index. That said, we are encouraged by the
momentum evident in the small cap market. Notably, the Russell 2000 has rallied more than 42% since hitting its
2025 low in early April, outpacing the S&P 500 by nearly 375 basis points.?

Have the Winds Begun to Shift in Favor of Small Caps?

Smaller company stocks in general have appeared cheap for some time, in our estimation, and history has taught
us that they can stay this way for an extended period before the market recognizes their value. As fundamental
investors, we believe that earnings growth is among the more durable catalysts for such recognition and

can help boost performance even without multiple expansion. There are signs that a resurgence in small cap
earnings may at last be underway after a long period in the shadow of the market’s larger names.

Amid a backdrop of 4.3% GDP growth and manageable inflation, Russell 2000 year-over-year growth in the third
quarter came in at nearly 64%, trouncing the consensus estimate heading into reporting season. Forecasts call
for a similar level of growth in the fourth quarter, bringing calendar 2025 earnings growth to about 45%—well
above the S&P 500's 13% growth. This trend is expected to persist through periods for which estimates have
been published, with the Russell 2000 forecast to deliver earnings growth of 83% in 2026 and 32% in 2027
compared to 16% and 15%, respectively, for the S&P 500. Similarly, the small cap revenue growth rate is forecast
to improve over the next several quarters and ultimately surpass that of large cap stocks.?

Helping support improved small company earnings has been the lower cost—and greater availability—of capital.
Smaller companies tend to be far more reliant on short-term, floating-rate debt compared to large cap names.
Since the Federal Reserve’s rate-cut cycle began in September 2024, the secured overnight financing rate
(SOFR)—the reference rate for many smaller borrowers’ loans—declined more than 160 basis points, providing
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companies carrying variable-rate debt with hard-dollar savings. Because SOFR trades very closely with the
federal funds rate, additional rate cuts in 2026—futures markets suggest the fed funds rate will be 25 basis
points lower at midyear and 50 basis points lower by year end—could provide small companies with further
savings on interest expenses.®

More stable interest rates could also help support the market for initial public offerings (IPOs), which has been
slowly coming back to life after cratering in 2022 with the onset of Fed rate hikes. Even amid 2025's tariff vola-
tility and government shutdown, 202 IPOs were priced during the year, a four-year high and 35% increase from
2024 .4 Given an administration that has demonstrated a hands-off approach to regulatory matters, continued
improvement in IPO activity during 2026 would not come as a surprise, especially as financial buyers look to
monetize the investments they have held for several years.

A Tentative First Step

The strong rally in smaller stocks following the post-Liberation Day swoon reminded us that this beast still has
claws.® Despite this recent show of strength, longer-term performance trends remain skewed toward large
names, with the relative performance of small caps remaining near previous cyclical troughs.®

Respecting the tendency for reversion to the mean,
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momentum persist.

3. Source: CME FedWatch; data as of January 12, 2026.
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The information contained in this material is provided by First Eagle Investment Management, LLC (“FEIM”") and its global subsidiaries (collectively, “First Eagle”). FEIM is an
investment adviser registered with the U.S. Securities and Exchange Commission (SEC). Registration with the SEC does not imply a certain level of skill or training.

This material is for informational purposes only and reflect prevailing conditions and the judgment of the author(s) as of the date of publication, all of which are subject

to change. This material should not be relied upon as investment advice; it does not constitute a recommendation to buy or sell a security or other investment; and it is
not intended to predict or depict the performance of any investment. This material is not being provided in a fiduciary capacity and is not intended to recommend any
investment policy or investment strategy or consider the specific objectives or circumstances of any investor. We consider the information in this material to be accurate,
but we do not represent that it is complete or should be relied upon as the sole source of appropriateness for investment.

Prospective investors should inform themselves and consult with an investment, tax or legal professional as to any applicable legal requirements, taxation and exchange
control regulations in the countries of their citizenship, residence or domicile that may be relevant prior to investing.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR
UNLAWFUL TO DO SO.

Past performance does not guarantee future results, which may vary. The value of investments and the income derived from investments will fluctuate and can go down
as well as up. A loss of principal may occur.

The information presented does not reflect the performance of any fund, strategy or account managed or serviced by First Eagle, and there is no guarantee that investors
will experience the type of performance reflected. There is no guarantee that any market forecast set forth in this video will be realized. There is no guarantee that any
historical trend referenced herein will be repeated in the future, and there is no way to predict precisely when such a trend will begin. The mention of specific securities is
not a recommendation or solicitation to buy, sell or hold any particular security and should not be relied upon as investment advice.

Risk Disclosures
All investments involve the risk of loss of principal.

The value and liquidity of portfolio holdings may fluctuate in response to events specific to the companies or markets, as well as economic, political or social events in the
US or abroad. During periods of market volatility, the value of individual securities and other investments at times may decline significantly and rapidly. The securities of
small and micro-size companies can be more volatile in price than those of larger companies and may be more difficult or expensive to trade.

Diversification does not guarantee investment returns and does not eliminate the risk of loss.

Federal funds rate is the interest rate at which depository institutions (banks and credit unions) lend reserve balances to other depository institutions overnight on an
uncollateralized basis.

Gross domestic product (GDP) measures the total value of all economic output in goods and services for an economy.
Secured Overnight Financing Rate (SOFR) is broad measure of the cost of borrowing cash overnight collateralized by Treasury securities.
Indexes are unmanaged and do not incur management fees or other operating expenses. One cannot invest directly in an index.

Russell 2000® Index (Gross/Total) measures the performance of the small cap segment of the US equity universe. It includes approximately 2,000 of the smallest securi-
ties based on a combination of their market cap and current index membership. A total-return index tracks price changes and reinvestment of distribution income.

S&P 500 Index (Gross/Total) measures the performance of 500 of the top companies in the leading industries of the US economy and is widely recognized as a proxy for
the US market as a whole. A total-return index tracks price changes and reinvestment of distribution income.

Availability of the products or services described may be restricted by law in certain jurisdictions. This material may not be distributed, published or used by any person
or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation.

United Kingdom: First Eagle Investment Management Ltd is authorized and regulated by the Financial Conduct Authority (FRN: 798029).

Middle East: This material is for information purposes only and has not been, and will not be, registered with or reviewed or approved by any regulator located in the
Middle East. It does not constitute or form part of any marketing initiative, any offer to issue or sell, or any solicitation of any offer to subscribe to or purchase, any
products, strategies or other services, nor shall it, or the fact of its distribution, form the basis of, or be relied on in connection with, any contract resulting therefrom.
In the event that the recipient of this material wishes to receive further information regarding any products, strategies or other services, it shall specifically request the
same in writing from an authorized financial adviser.

Canada: Pursuant to the international adviser registration exemption in National Instrument 31-103, First Eagle Investment Management, LLC. is informing you that:

() First Eagle Investment Management, LLC. is not registered in Canada and is advising you in reliance upon an exemption from the adviser registration under National
Instrument 31-103; (ii) First Eagle Investment Management, LLC’s jurisdiction of residence is New York, USA,; (iii) there may be difficulty enforcing legal rights against First
Eagle Investment Management, LLC. because it is a resident outside of Canada and all or substantially all of its assets may be situated outside of Canada.

©2026 First Eagle Investment Management, LLC. All rights reserved.
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