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1026 Small Cap Market Overview

While not immune to the shift in investor sentiment during the first quarter,
small caps appear to be amid a resurgence following a multi-year period of
large cap dominance.

Risk assets preserved 2025's positive momentum in the early stages of 2026 before the war with Iran ultimately
weighed on investor confidence. Throughout the period’s volatility, however, the outperformance of smaller
stocks relative to large ones was a constant. Though well off its early-quarter peak, the Russell 2000 Index
managed to eke out a gain of 0.9% compared to the 4.3% decline of the S&P 500 Index. The Russell 2000 Value
Index was even more robust, with a 6.0% advance.!

Only the Beginning?

The strong rally in smaller stocks this quarter—with growth lagging value across capitalizations—reminds us
that an awakening beast can roar. Despite this recent show of strength, however, it's perhaps too soon to take
a victory lap. Longer-term performance trends remain skewed toward large growth names, with the relative
performance of small caps still near previous cyclical troughs. While encouraged by the three-year string of
annual gains for smaller stocks and their resilience through the challenges of first quarter 20286, there'’s still
plenty of catching up to do given the long run of large caps.?

While the war with Iran may have prompted what appears to be the largest ever physical supply disruption to
world oil markets and potentially stymied economic growth, which triggered higher inflation and dampened
future earnings growth, we remain constructive on the outlook for small cap stocks. Although geopolitical
disruptions may spur management to defer guidance on upcoming quarterly earnings calls, continued strong
growth may be in prospect. Published forecasts reflect 73% earnings growth for the Russell 2000 in 2026 and
35% in 2027 compared to 19% and 17%, respectively, for the S&P 500. Small cap revenue growth, too, is forecast
to improve over the next several quarters.®

1. Source: FactSet; data as of March 31, 2026.
2.Source: Bloomberg; data as of March 31, 2026.
3.Source: LSEGI/B/E/S; data as of April 10, 2026.




Meanwhile, higher energy prices—and the war itself—have created direct beneficiaries. Research indicates
providers to oil servicers and chemical processors are well positioned, as are companies with upside exposure
to higher chemical, fertilizer and metals prices. Suppliers to defense contractors may also benefit.

While broader tailwinds from low energy prices may be curtailed by the war, at least temporarily, aggressive
capex—including for artificial intelligence (Al) infrastructure—could provide an offset. Although software
companies at risk of disintermediation have suffered, small cap tech companies supporting the Al-infrastructure
build—with very little additional spending needed for research and development—are positioned to flourish.
Additionally, semiconductor and semiconductor capital equipment companies are finally reaping the rewards of
a long-awaited upturn in the cycle.

The 175 basis point cut in the federal funds rate since

September 2024 is generally supportive of small

company earnings. Smaller companies tend to be more The 175 basis point cut
reliant on short-term, floating-rate debt than large cap
names; thus, lower rates provide companies carrying
variable-rate debt with hard-dollar savings. Having since September 2024 is
started 2026 with a dovish tilt—with futures markets
then discounting two 25 basis point cuts across the )
year—the subsequent prospect of oil-shock induced company ear‘mr@s.

inflation has altered expectations. Absent much tighter

financial conditions or substantial deterioration in

labor markets, Federal Reserve rate cuts in 2026 may be challenging. That said, even without further dovish
action by the Fed in 2026, rates are still substantially lower than in 2022.

in the federal funds rate

generally supportive of small

While uncertain macroeconomic environments—and resultant volatile markets—can discourage capital markets
activity, initial public offerings (IPOs) this year may nonetheless be robust. Last year is a case in point; deal
activity rebounded in 2025, despite tariff volatility and a government shutdown. And despite the challenges of
first quarter 2026, 127 companies went public.*

This year, a still-vigorous pipeline awaits. Aside from the backlog of mature, high-profile companies, many
private equity firms have held smaller portfolio companies longer than optimal, creating pressure to exit and
return capital to investors. Additionally, companies that postponed IPOs due to government shutdowns could
re-emerge—facilitated by a benign regulatory environment—focused on increased capital access and reduced
compliance burdens.®

Earnings as the Ultimate Arbiter

While fully acknowledging that the valuation gap between smaller company stocks and large could persist for
some time before the market recognizes the discrepancy, we believe that solid fundamentals—underpinned by
earnings—may ultimately prevail.

Volatility, always prevalent in small cap markets, has increased since the war in Iran. But along with volatility
may come opportunity to buy and sell at sometimes distorted valuations. Seasoned through multiple cycles, we
continue to do what we've always done: keep our focus on the spreadsheets to understand each company’s
earnings power while distinguishing between companies that are cheap for a reason from those with solid
businesses and catalysts for improvement.

4. Source: Wall Street Horizon; data as of March 31, 2026.
5.Source: Cleary Market Watch; data as of February 5, 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 US 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 reflects 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.

All investments involve the risk of loss of principal.

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 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
United States 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.

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.

Russell 2000® Value Index (Gross/Total) measures the performance of the small cap value segment of the US equity universe. It includes those Russell 2000 companies
with relatively lower price-to-book ratios, lower I/B/E/S forecast medium term (two-year) growth and lower sales per share historical growth (five-year). 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.

Indexes are unmanaged and do not incur management fees or other operating expenses. One cannot invest directly in an index.

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 material 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.

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.

Regional Legends
United Kingdom: Napier Park Global Capital Ltd.is authorized and regulated by the Financial Conduct Authority (FRN: 541427).

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: 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.

FEF Distributors, LLC (“FEFD") (SIPC), a limited purpose broker-dealer, distributes certain First Eagle products. FEFD does not provide services to any investor but rather
provides services to its First Eagle affiliates. As such, when FEFD presents a fund, strategy or other product to a prospective investor, FEFD and its representatives do not
determine whether an investment in the fund, strategy or other product is in the best interests of, or is otherwise beneficial or suitable for, the investor. No statement by
FEFD should be construed as a recommendation. Investors should exercise their own judgment and/or consult with a financial professional to determine whether it is
advisable for the investor to invest in any First Eagle fund, strategy or product.

First Eagle Investments is the brand name for First Eagle Investment Management, LLC and its subsidiary investment advisers. First Eagle Alternative Credit and Napier
Park are brand names for the two subsidiary investment advisers engaged in the alternative credit business.

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