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Note: This document contains excerpts from the Investor Letter that was published to current
and prospective LPs. To comply with all applicable regulations, certain performance data and
portfolio data have been omitted. Please sign up for our quarterly letter on our website to
receive complete updates inclusive of performance data.

Last quarter we mentioned that our shareholding in Marex (MRX) had grown to be an outsized position in our
portfolio, at 14.5%. This paid off this quarter, with the stock up 37% in the quarter, and 230% since we bought
our first shares around the IPO two years ago. The company is benefitting from high market volatility, while
simultaneously showing great execution on their M&A playbook, most notably by continuing to grow their
prime brokerage business. At 10x 2026 P/E and >30% ROE, this remains a compelling long.

Performance this quarter was further aided by strong performance of names such as Watches of Switzerland
Group (WOSG LN) and Silicon Motion (SIMO).

We owned two noticeable detractors: FUTU (FUTU) and Sanuwave (SNWV). We have been adding
aggressively to FUTU, while we are waiting for improving data points before risking more capital on SNWV.
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Portfolio
Night Watch manages a global value strategy that differentiates on the following points:

Catalyst - We predominantly buy value companies with an identifiable catalyst for a rerating. Catalysts can
include industry tailwinds or company-specific events (e.g., earnings inflection, CEO changes, refinancing).

Inside Ownership - We aim to find companies where management has considerable ownership in the
company. We consider this alignment of interest to be an important determinant of share price performance.

Unique Names - To differentiate from a long list of other value strategies, we seek unique portfolio holdings
that have little overlap with a typical wealth management portfolio. We aim to provide our LPs with
diversification from their other investments in addition to strong performance.

The portfolio as of June 30, 2026, is as follows:

Theme Weight Positions
(Senior) Housing 7.0% 2
Aerospace / Defense 15.0% 4
Payments 14.8% 3
US Cyclicals 17.0% 5
US Counter-cyclicals 21.3% 3
US Defensive 12.9% 5
Europe 10.8% 2
Hong Kong 11.2% 4
Japan 7.4% 2
Brazil 5.6% 2
Event Driven 0.4%

Funding Shorts -17.7%

Cash -5.8%

Total 100% 32

Largest positions:
FX Exposure

e Marex (13.7%)

e AAR Corp (7.3%)

e Remitly (6.2%)

e Distribution Solutions Group (5.8%)
e Universal Technical Institute (5.8%)
e Adyen (5.6%)
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Market Update

The first half of the year has been unusually volatile, and the market has been even more bifurcated than
usual. On the one hand you have got businesses that touch Al, whose stocks keep going up daily to what we
believe to be unsustainable levels. We are not complaining. We were early on Western Digital Corp (WDC) and
we still own Silicon Motion (SIMO). Both benefitted from the shortage in memory caused by strong demand
from Al data centers. But we are not blind to the cyclical nature of those businesses, and we have been early
in taking some chips off the table.

On the other hand, you have got everything that is not Al. If your business is a quality compounder with a
decade long history of providing your shareholders with 10-15% earnings growth, your stock got sold off
because why would anyone care about 15% per year if you can earn that in a day by holding Al stocks!?

Naturally, we are buyers of such businesses. If we can find low risk ways to lock in 15% earnings growth, and if
we might even get some multiple expansion on top when markets normalize, we are happy to move up on the
quality spectrum. We added quality names including Stryker (SYK), Adyen (ADYEN NA) and Booking.com
(BKNG).

Finally, there were the companies that, rightly or wrongly, were viewed as Al losers. We were reminded once
again that valuation in today’s market does not provide a floor to stock prices. Especially software and
payment related companies saw their shares freefall during the first half of 2026.

We have a differentiated view on this sell-off. Over the last few years, we have seen an increasing reliance of
companies on Stock-Based Compensation (SBC). Growing a business requires capital. Wall Street’s greatest
trick was to convince the markets that this growth could be funded without running the costs through the
P&L. If you simply paid employees through stock options or stock grants, they argued, it’s not a real expense,
and analysts ought to exclude it from their model.

For some reason, Wall Street obliged. SBC took on excessive levels as companies were keen to exploit this
newly found loophole.

SBC as % of Revenue (S&P 500)
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Source: KEDM.com - Companies taking Wall Street for a ride by excluding from earnings all salaries paid out in options and stock grants.



M

Itisn’t hard to see the reflexive nature of this setup. Paying in SBC and excluding those costs is all fun and
games when share prices go up. But when share prices go down, the dilution caused by the SBC goes up. 3%
dilution per year can quickly become 10% dilution. On top of that, your employees are seeing the value of their
stock options dwindle and might be quick to start thinking about updating their resumes.

Now that the market has finally started caring about SBC, it seems wise to buy companies with real earnings.

Historically, Dutch companies have paid out little to no SBC. This is not by accident. Stock options or grants in
The Netherlands are taxed excessively, making this not a viable option for companies. While that’s a shame for
Dutch employees, it benefits shareholders of those companies.

Companies with international operations, who have a large portion of their employees in places like
Amsterdam, have a comparative advantage. BKNG and ADYEN fit that bill. For the first time since inception,
Night Watch is going Dutch. We added BKNG and ADYEN to the portfolio.

Position Highlights

Watches of Switzerland Group (WOSG LN) has been a core position since our inception in 2024. It has been a
somewhat frustrating investment for the first two years, but more recently the stars have started to align.

l WOSG Watches of Switzerland Group PLC 7.34cer +0.10 +1.45x«
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WOSG is a retailer of luxury watches, most notably an authorized dealer of Rolex and Patek Philippe. This
business is considerably higher quality than ordinary retailing because it is supply-constrained rather than
demand-constrained. Prospective buyers often have to join waiting lists for popular models, and the number
of watches a retailer sells is determined largely by the allocation it receives from Rolex rather than by end-
market demand. Rolex, in turn, is owned by the Hans Wilsdorf Foundation, a non-profit organization that
appears to be at least as interested in preserving its Swiss legacy as it is in maximizing profits.

The business model over the last few decades has been straightforward. Rolex consolidated the sale of its
watches among a small group of trusted partners with the financial strength to invest millions in dedicated
Rolex stores and the ability to provide a consistent customer experience across locations.
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Following its success in the UK, WOSG replicated the model in the United States, which today accounts for
roughly 50% of revenue.

WOSG was the consolidator in the UK. In exchange for accepting slightly lower gross margins, it received
larger allocations from Rolex. Higher volumes per store more than offset the lower margins.

Luxury watch sales peaked in 2021, and demand for brands other than Rolex and Patek Philippe slowed. We
initiated a position in early 2024 after the resulting decline in the share price.

Unfortunately, WOSG faced another setback when the United States imposed 39% tariffs on Swiss imports.
We feared the economics of the business could deteriorate sharply. Rolex boutiques are difficult to
repurpose, and passing through a 39% price increase, even in the luxury segment, seemed like a tall order.

We were patient. Switzerland was unlikely to be singled out as the root-cause of the US trade imbalance
forever. And in a worst case, the tariffs would likely accelerate the consolidation in the industry, benefiting the
strongest players.

With tariffs now finally in the rear-view mirror, WOSG is finally back to executing its proven playbook. US
growth re-accelerated to 24%. The UK is steady at 5% growth. The balance sheet is underleveraged. Despite the
strong move-up, shares are trading at 13x next year’s earnings. WOSG remains a conviction long.

Conclusion

The market has become a one-trick pony with many quality companies being sold off in favor of anything that
touches the Al trade. We are happy to buy quality companies at depressed valuations. Meanwhile we are
doing our own thing, allocating to sectors with structural tail winds that are largely overlooked, including the
aerospace after-market, futures commission merchants, and various payment companies.

By following this disciplined strategy, we have been compounding capital at well over 20% since inception,
while providing good diversification to anyone who is invested in the major indices. This has also resulted in
very low volatility and we have not seen any major drawdowns in our portfolio to date.

On behalf of the Night Watch team,

Roderick van Zuylen Eileen Ke
Chief Investment Officer Chief Operating Officer



Important Disclosures

This document was prepared by Night Watch Investment Management, LLC (“NWIM”) on July 1%, 2026, based on
information available as of July 1%, 2026, and is subject to amendment. The information and opinions contained in this
document (including information obtained from third-party sources) are for background purposes only and do not
purport to be full or complete, and do not in any way constitute personalized investment advice or an investment
recommendation on the part of NWIM. No representation, warranty, or undertaking, express or implied, is given as to
the accuracy or completeness of the information or opinions contained in this document, and no liability is accepted as to
the accuracy or completeness of any such information or opinions.

All investments involve the risk of a loss of capital. NWIM believes that its proprietary investment program, research and
risk-management techniques moderate this risk through the careful selection of portfolio investments. However, no
guarantee or representation is made that NWIM’s investment program will be successful, and investment results may
vary substantially over time. Past performance is not a guide to future performance. This publication makes no
recommendations whatsoever regarding buying, selling, or holding any specific security, class of securities, or securities
of a class of issuers. You are required to conduct your own due diligence, analyses, draw your own conclusions, and make
your own investment decisions. Commentary is provided without reference to any investment strategy or product
offered by NWIM. NWIM or entities managed by NWIM may be invested in any of the industries or securities mentioned.
They may trade in and out of those positions without providing any updates.

Certain information contained in this document constitute “forward- looking statements,” which can be identified by the
use of certain terminology, such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,”
“continue” or “believe” or the negatives thereof, or other variations thereon or comparable terminology. Any
projections or other estimates in this document, including estimates of returns or performance, are “forward- looking
statements” and are based upon certain assumptions that may change. Due to various risks and uncertainties, actual
events or results, or the actual performance of any investment vehicle, portfolio or product described herein may differ
materially from those reflected or contemplated in the forward-looking statements. Actual events are difficult to project
and often depend upon factors that are beyond the control of NWIM.

TO THE FULL EXTENT PERMITTED BY LAW NEITHER, NWIM NOR ANY OF ITS AFFILIATES, NOR ANY OTHER PERSON OR
COMPANY, ACCEPTS ANY LIABILITY WHATSOEVER FOR ANY DIRECT, INDIRECT, OR CONSEQUENTIAL LOSS ARISING
FROM, OR IN CONNECTION WITH, ANY USE OF THIS PUBLICATION OR THE INFORMATION CONTAINED HEREIN. NWIM
AND ITS AFFILIATES EXPRESSLY DISCLAIM ANY GUARANTEES, INCLUDING, BUT NOT LIMITED TO, FUTURE
PERFORMANCE OR RETURNS.

Copyright 2026 Night Watch Investment Management, LLC. All rights reserved.



