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Challenging Market Conditions

Dear Investor,

Q2 was a challenging quarter for the ARP Megatrend Fund, which delivered a net return to investors in our
USD seed class shares of 0.05% vs 13.76% for the MSCI World index. During the quarter, the market
rewarded IT companies above all others. This benefitted various equity indices, where IT is an outsized
component but made it harder for the Fund, where IT is underweight - relative to the indices but not
necessarily in absolute terms. As you can see in Exhibit 1, IT was by far the best performing industry in the
S&P 500 during Q2.

Last Price ($) @ Starting Price ($) @

Ticker  Sector Jul 01 2026 Apr 01 2026 Change ($) @ Change (%) @

XLK Information Technology 185.62 134.91 +50.71 +37.50 |
Industrials 183.36 164.43 +18.03 +11.51
Financials 54.78 49.44 +5.34 +10.80
Health Care 159.54 147.73 +11.81 +7.90
Real Estate 44.18 2095 +3.23 780l
Consumer Discretionary 118.09 109.80 +8.29 +7.55
Consumer Staples 83.30 81.46 +1.84 +2.26]
Materials 51.02 50.46 +0.58 EREL |
Communication Services 109.74 111.24 -1.50 -1.35
Utilities 44.77 46.11 134 291

P Energy 52.81 58.97 -6.16 -10.45
gf;zig;i‘::pm@ Ll 87.77 77.12 +10.65 «13.81

Exhibit 1:  S&P 500 sector performance, 2Q26 (%)

Source: State Street Investment Management

Looking at Exhibit 2, it is worth noting that from around the 20% of May, the Magnificent 7 (the U.S. tech
giants) began to underperform the S&P 500. You may argue: Why does this matter? The aim of the Megatrend
Fund is not to beat the S&P 500, so isn’t this a storm in a teacup?
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Exhibit 2: Maghnificent 7 vs. S&P 500

Source: Apollo Global Management

Technically speaking, you are correct. Having said that, as we are active in both equities and commaodities
worldwide, there are in fact no appropriate benchmark for the Megatrend Fund. The closest one, and the one
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we keep more than one eye on every day, is the MSCI World Index, the leading global equity index. And, in
that index, the S&P500 accounts for almost 73% of NAV. That is why the S&P 500 matters to us.

In simple terms, we found Q2 challenging, as, beyond the significant outperformance of IT, there were no
clear patterns, market-wise. The basket that made the biggest positive contribution to the bottom line in Q2
- about +1.4% - was the Healthcare basket, a relatively defensive basket. However, the second-best
performing basket in Q2, with a positive contribution of about +0.5%, was the Electrification & Cooling basket,
a much higher-risk strategy and a basket closely associated with the near-global desire to electrify as much
as possible. The fact that the two best performing baskets over the quarter were one of the most and one of
the least aggressive baskets respectively hits the nail on the head, | believe.

National Security, a relatively new basket in the Fund, did the poorest, contributing -1.3% to Fund NAV. Energy
security is a subset of national security, and energy prices fell dramatically as the quarter progressed in
response to President Trump’s desire to talk energy prices down. We remain quite bullish on energy prices,
though, particularly on natural gas prices and, for that reason, have no desire to change anything.

In late May/early June, we made several changes to the portfolio, generally increasing the portfolio’s equity
beta (risk). We exited Consumer Staples completely whilst increasing the risk in some of the higher equity
beta baskets (e.g. Electrification & Cooling and Nuclear Energy).

Looking forward, we continue to believe commodities will outperform equities, possibly for many years to
come. Consequently, we continue to add to our commodity investments. It would obviously be preferable if
one could invest in all those commodities directly, but that is not always possible. As far as certain
commodities are concerned, we therefore seek exposure through appropriate equity investments instead.

Between direct commodity investments and commodity-linked equity investments, almost 30% of the Fund
is now exposed to various commodities - in no particular order, to copper, nickel, uranium, rare earths, gold,
aluminium, natural gas, water rights and palladium.

Geographically, we ‘entered’ the Middle East war with an overallocation to Europe and Asia vis-a-vis USA.
That strategy had worked well in 2025 and early 2026 but not since the Americans went to war in Iran. The
reason? The insulated nature of U.S. energy markets when compared to the rest of the world probably explains
the newfound optimism in USA. Unlike in Europe and Asia, the Americans do not need to import fossil fuels
anymore. They have in fact become net exporters of oil and gas, i.e. the higher prices in Q2 provided a boost
to the overall economy, although U.S. consumers suffered.

Now, as we enter Q3, crude oil prices (though not refined oil prices) are pretty much back to pre-war levels,
i.e. the overall U.S. economy no longer benefits but U.S. consumers still suffer. That should be a recipe for a
selloff in already overpriced U.S. equity markets, but that hasn’t happened yet. A sign of a bubble?

As always, should you have any questions, we are more than happy to address them. | can be reached at the
email address below, should you have something on your mind.

Niels
nj@arpinvestments.com
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Important Disclosure

This material has been prepared by Absolute Return Partners LLP (“ARP”). ARP is authorised and regulated by the Financial
Conduct Authority. It is provided for information purposes, is intended for your use only and does not constitute an invitation or
offer to subscribe for or purchase any of the products or services mentioned. The information provided is not intended to provide
a sufficient basis on which to make an investment decision. Any investment in ARP will be made pursuant to written subscription
materials. The information provided in this material will be subject to, and expressly qualified by, any information contained in the
subscription material. Information and opinions presented in this material have been obtained or derived from sources believed
by ARP to be reliable, but ARP makes no representation as to their accuracy or completeness. Any views contained within this
report are those of ARP. ARP accepts no liability for any loss arising from the use of this material. The results referred to in this
document are not a guide to the future performance of ARP. There are various risks associated with the investments in the ARP
Megatrend Fund. The value of investments can go down as well as up and the implementation of the approach described does
not guarantee positive performance. Any reference to potential asset allocation and potential returns do not represent and should
not be interpreted as projections.

All opinions and estimates included in this report are subject to change without notice. This report is a marketing communication.
Please refer to the prospectus of the AIF or Information document by the AIF before making any final investment decisions. This
report is intended for qualified customers of ARP. The investments discussed in this report may not be suitable for all investors.
Investors should make their own investment decisions based upon their own financial objectives and financial resources and it
should be noted that investment involves risk. Investors should be aware that the market price of the securities discussed in this
report may be volatile. Past performance is not necessarily a guide to future performance and an investor may not get back the
amount originally invested. Where investment is made in currencies other than the investor's base currency, movements in
exchange rates will have an effect on the value, either favourable or unfavourable. An investor may not get back the original
amount invested and in the case of an illiquid stock the investor may be unable to sell at any price. Any tax relief mentioned are
those currently available and are subject to change. Their value depends on the personal circumstances of the investor. The ARP
Megatrend Fund is authorised by the Central Bank of Ireland.
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