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Capital Markets Summary

There has been a rather strong impulse to compare the ongoing “Is the Flurry of Circular Al Deals
Al build-out to the internet boom of the late 1990’s. The parallels | a Win-Win — or Sign of a Bubble?”
are indeed striking: a revolutionary technology paradigm with — Wall Street Journal

promising prospects but still limited real-world impact, massive infrastructure development to support it, a bevy of
both upstart and incumbent competitors chasing it. The lessons from the late 1990’s — excessive optimism,
enormous capital spending justified by speculative forward revenue projections, IPOs of pre-revenue companies —
are well known, in active memory, and invoked routinely. This internet bubble PTSD may, in fact, be a stabilizing
force in the current capital markets environment. Investors haven’t exactly been indulging unchecked confidence and
waving away potential concerns. The actual revenue generation attributable to Al services and compute is heavily
scrutinized. The “circular” financing arrangements within the technology ecosystem have been dutifully flagged and
questioned. Financing the purchases of one’s own customers evokes comparisons to Lucent. Off-balance sheet
obligations and commitments trigger Enron memories. The CAPEX spending and debt incurrence of the
hyperscalers are prompting cautionary references to Worldcom. In July, most mega-cap tech names traded down
despite posting record revenues and profits. Nvidia, the flagship company of the Al era, is now trading at ~20 times
forward earnings, a healthy multiple but hardly a stratospheric one for a business growing earnings at well over a
50% clip. When you consider further that the totality of Nvidia’s off-balance sheet commitments, while a legitimate
source of concern, are a mere fraction of its cash-rich and minimally leveraged balance sheet, the industry’s financial
profile starts to feel less precarious. The debt community is not exactly over its skis on the Al sector either. Lenders
have been willing participants in financing the unprecedented capital spending of the hyperscalers, but it is worth
remembering that these companies remain substantially underleveraged and continue to generate enormous cash
flows from their incumbent business models. Capital markets discipline is arguably holding; however bold this
technology investment cycle may be.

“Al Investment Boom Puts Big Tech’s It is possible that the Al narrative could be headed for a period of
Free Cash Flow Under Pressure” disillusionment or recalibrated expectations. It seems less likely
— Wall Street Journal that such a development would mean financial implosion. From a

distance, the headlines about the potentially fragile financial underpinnings of the Al sector are alarming. But upon
closer inspection, the system looks solvent: susceptible to turbulence, perhaps, but unlikely to crash and burn.

[Continued on next page]



Capital Markets Summary — Continued

A similar divide (between dire headlines and more mundane reality) “Private Credit Faces ‘Alarming
has emerged in the loan market. Since February, the Direct Lender Surge’ in Selective Defaults”
market has been under intense media focus due to its exposure to the - PitchBook

software sector and increase in redemption requests. Within the last month, Private Credit concerns resurfaced, with
some reports showing an uptick in default / non accrual rates within Direct Lender portfolios. The reality is not quite as
unsettling. Software loan portfolios remain sound, with no indication of widespread stress at this point. Few if any direct
lenders have faced a liquidity crisis. Private credit lenders remain very active across all loan segments. Their default
rates have ticked higher, yes, but are nowhere near prior cyclical peaks. There is perhaps even a degree of discipline
emerging, with average leverage levels on new deals decreasing (marginally) and pricing increasing (slightly).
Furthermore, across the broader loan market there is limited evidence of any kind of deterioration in asset quality.
Defaults in the liquid loan market remain modest, and actually lower than at Year End 2025, while regional banks are
reporting essentially unchanged past due / non-accrual percentages over the last year. In this context, the recent rise in
Private Lender defaults amounts to a signal worth monitoring, not a conclusive verdict about the state of the credit cycle.

To be sure, there are market and economic threats that match the weight of their headlines. Most notably, we have two
ongoing global wars, elevated inflation that remains well above the Fed’s target, and upward pressure on long-term
treasury yields. These factors, either together or separately, could decelerate or derail the economic expansion at some
point. Investors appear attentive to these risks, with equities generally sliding in response to upswings in the 10- and 30-
year Treasury yields, setbacks in U.S.— Iran negotiations, and unfavorable inflation prints. But these headwinds are
weighed against very positive countervailing facts: robust corporate earnings, relatively full employment, strong business
activity. The net result is an equity market that nudged higher into record territory in the last month.

In sum, the continued advance of this market does not necessarily imply that investors are mispricing risk or oblivious to
threats. A measure of restraint is detectable amid all the bullishness. While indices are at all-time highs, P/E multiples
are not. While the market is financing a massive tech spending cycle, this indebtedness is largely supported by existing
cash flow. While leveraged lending is in full swing, credit structures are not quite maxed out. In a previous era, the
phrase “irrational exuberance” captured the prevailing bullish vibe. The current mood might best be described as
“guarded optimism”.



Loan Market Dashboard
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FCB Capital Markets Contacts
11 West 42nd Street, 11th Floor, New York, NY 10036

Andrew Huggett
Managing Director
Real Estate
andrew.huggett@firstcitizens.com
212-461-5737

Drew Carleton
Managing Director
Energy
drew.carleton@firstcitizens.com
212-771-9615

Thomas Ficca
Managing Director
Equipment Finance

thomas.ficca@firstcitizens.com

973-597-2160

Philip Marx
Director
Real Estate
philip.marx@firstcitizens.com
212-461-7930

Ashton Roth
Vice President
Global Fund Banking
asroth@svb.com
215-764-9219

Isaac Hernandez
Associate
Global Fund Banking
ishernandez@svb.com
505-577-5289

Scott McMahon
Associate
Energy
scott.mcmahon@firstcitizens.com
831-264-3512

Michael Young
Managing Director
Head of Capital Markets
michael.young@firstcitizens.com
212-771-9655

Andrew Marciani
Managing Director
Healthcare
andrew.marciani@firstcitizens.com
212-771-9625

Jennie Bartlett
Managing Director
Technology
jbartlett@svb.com
415-764-4741

Gabe Schneider
Director
Technology, Life Sciences
gschneider@svb.com
617-913-4597

Trung Le
Director
Energy
trung.le@firstcitizens.com
917-717-8991

Daniel Berger
Vice President
Generalist
daniel.berger@firstcitizens.com
212-771-6010

Kevin Connolly
Associate
Generalist
kevin.connolly@firstcitizens.com
212-771-1060

Lauren Salley
Associate
Generalist

lauren.salley@firstcitizens.com

212-461-5684

Key: TMT — Technology, Media & Telecom

Bob Wood
Managing Director
Global Fund Banking
rowood@svb.com
704-773-8847

John Tamburro
Managing Director
TMT, C&l
john.tamburro@firstcitizens.com
212-771-6031

Jake Bayliss
Director
Technology, Life Sciences
jbayliss@svb.com
775-315-2846

Wiktor Rozwalka
Director
Technology, Life Sciences
wrozwalka@svb.com
650-441-5004

Welena Wallace
Vice President
Generalist
welena.wallace@firstcitizens.com
212-461-5415

Kenny He
Associate
Generalist
kenny.he@firstcitizens.com
212-771-1744

Jared Rodi*

Senior Analyst
Generalist
jared.rodi@firstcitizens.com
973-535-3520

Dipika Sharda
Managing Director
Life Sciences, Corporate C&l
dsolanki@svb.com
650-855-3051

Scott Tatay
Managing Director
TMT, C&l
scott.tatay@firstcitizens.com
212-461-5143

Nick Lukenovich
Director
Energy
nick.lukenovich@firstcitizens.com
631-576-6911

William Fairey
Director
Global Fund Banking
wfairey@svb.com
803-260-3279

Brian Kittredge
Assistant Vice President
Equipment Finance
brian.kittredge @firstcitizens.com
973-597-2161

Olivia Huminski
Associate
Technology, Life Sciences
ohuminski@svb.com
952-239-6658

Luke Winters
Analyst
Technology, Life Sciences
lukwinters@svb.com
301-980-4342

*Denotes key contact for Leveraged Loan Market presentation, please reach out to one of the individuals above if you no longer wish to receive the presentation
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Disclaimers

The information contained herein has been compiled from a variety of sources believed to be reliable at the time of
publication. We do not guarantee such information or make any representation as to its accuracy, completeness, timeliness
or fithess for any particular purpose. This publication is intended to provide general information regarding capital markets and
financing matters and is not intended nor should it be construed, to provide legal, tax, accounting, financial or any other
advice.

These materials were prepared by First Citizens Bank (“First Citizens”).

Nothing herein should be construed as an offer or a solicitation of an offer for the purchase or sale of a security or financial
instrument, or as a recommendation or advice. Past performance is not indicative of future performance of any instrument,
transaction or financial structure and a loss of original capital may occur.

All performance, returns, prices or rates referred to herein are for illustrative purposes only. Actual results may vary, and may
be adversely affected by exchange rates, interest rates or other factors. These materials are not intended to constitute a
“research report” (as defined in applicable regulations). These materials summarize general market, economic and political
conditions or financial data and are not an analysis of the price or market for any product or transaction.

Furthermore, neither First Citizens nor any of its affiliates undertakes to correct any inaccuracy herein that it may later
discover. All information and opinions herein are subject to change without notice and First Citizens does not undertake to
update any such information or opinions. Neither First Citizens nor any of its affiliates assumes any direct or consequential
liability for any reliance upon these materials.

Certain financial instruments and/or transactions may give rise to substantial risks and are not suitable for all investors.
These materials are intended for institutional investors and are not intended for use by retail clients. These materials do not
purport to contain all of the information that a recipient may require to evaluate a product or transaction. Interested persons
must undertake independent consultation, review, and evaluation with their own legal, tax, accounting and financial advisers
and reach their own conclusions regarding the economic benefits and risks, including any tax implications, of any product or
service referenced herein.

Some referenced financial instruments and/or transactions may not be offered or sold in certain jurisdictions. These material s
may not be distributed or used for the purpose of providing any products or services referenced herein, or of making any
offers or solicitations, in any jurisdiction or in any circumstances in which such products, services, offers or solicitations are
unlawful or not authorized, or where such distribution would give rise to new or additional registration requirements.

Products referenced herein (1) are not insured by the Federal Deposit Insurance Corporation (FDIC) or any other federal
government agency, (2) are not deposits of or guaranteed by a bank, including First Citizens Bank, and (3) may lose value.

First-Citizens Bank & Trust Company, as well as its divisions, subsidiaries, and affiliates (together, First Citizens), are US
financial institutions and provide products and services to non-US clients on a cross-border basis from the United States of
America. First Citizens is not licensed or regulated as a bank or any other type of financial institution outside of the United
States of America. Please review our International Disclosures for more information.

© 2026 First-Citizens Bank & Trust Company. All rights reserved. First Citizens Bank is a registered trademark of First
Citizens BancShares, Inc. MM#17167

ﬁ FirstCitizensBank °
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