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Guest Speaker: Fiduciary Education
Michelle Mellon-Werch| Nossaman

Michelle Mellon-Werch advises pensions, benefits and investment plans on fiduciary duties, 
plan governance, administration and compliance. She has counseled government entities, 
private companies and other organizations on retirement plans and trust funds for 18 years. 

Michelle currently serves as fiduciary counsel to the Public Employees’ Retirement System 
of Idaho and provides fiduciary legal services to the San Francisco County Employees 
Retirement System and a large multinational private company. As such, Michelle advises on 
fiduciary duties, pension benefits administration, policy development, federal tax 
qualification, compliance with the Internal Revenue Code (IRC) and the applicable 
regulations, guidance and case law. Michelle frequently assists plans in the development 
and drafting of internal policies and procedures, member notices and communications and 
analysis of legislative proposals for compliance with federal tax laws and regulations. She 
has also assisted with the development of statutory and regulatory amendments required to 
remain compliant with federal tax laws and regulations and has experience representing 
plans before the IRS, including in requests for determination letters, private letter rulings and 
compliance statements in connection with Voluntary Compliance Program (VCP) 
application submissions under the Employee Plans Compliance Resolution System 
(EPCRS), as amended by the SECURE Act and SECURE 2.0 Act and further guidance.

Before joining Nossaman, Michelle served as Assistant General Counsel for 14 years and 
Director of Communications for two years for the Texas Municipal Retirement System. At 
TMRS, Michelle advised management on compliance issues, filing regulatory filings with the 
IRS, drafting regulations, policies and procedures and working with auditors and other 
outside consultants. As Data Privacy Officer at TMRS, she introduced and launched a data 
privacy program, directed the development of privacy policies and notices, as well as a data 
breach response plan. Michelle worked with subject matter experts to draft a request for 
proposal for a pension administration system. She negotiated a multi-million-dollar pension 
administration system implementation and professional services, license and subscription 
agreement and a maintenance and support agreement with a third-party vendor that 
executed on time and on budget. She also managed open records and open meetings 
compliance and implemented and directed a benefit payment corrections program.
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Michelle Mellon-Werch
Nossaman LLP

Partner, Pensions, Benefits & Investments Group



Overview

1. What is a fiduciary?

2. What are a fiduciaries responsibilities?

3. How do trustees meet their fiduciary 

obligations? 

4. How do they violate their fiduciary 

obligations? 

5. Dos and don’ts 

6. Fiduciary challenges today and tips to 

avoid liability
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What is a Fiduciary?

• Federal Law

• Internal Revenue Code (“Qualified Plans” under IRC 401(a))

• ERISA (instructive only, non-binding)

• State Law applicable to VRS

• Constitution of Virginia, Article X, Section 11 

• Code of Virginia Title 51.1. Pensions, Benefits and Retirement 

• Trust Law 

• Other State Laws: Conflict of Interest Act, FOIA, Open Meetings

• Other Governing Plan Documents 

• Case Law
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What is a Fiduciary?

A fiduciary is a person or organization 

discretionary authority or control over 

the plan, the benefits or the assets of 

the plan and has a duty to put the 

interests of the plan’s members and 

beneficiaries ahead of their own or 

anyone else’s interests.
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Who is a Fiduciary?

• By definition, therefore:

•  All VRS Board members and executive officers: 

• are fiduciaries 

• who thus owe duties of care and loyalty 

• to VRS members and their qualified beneficiaries

• with respect to the benefits due to them 

• by the retirement system.

• Functional definition also applies, therefore fiduciary 

status is based on functions performed. 
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Who is (not) a Fiduciary?

Not everyone who interacts with VRS

is a fiduciary, either to VRS or its 

members. 

For example: plan sponsors, employee 

associations, state agencies, investment 

professionals (unless by contract), 

trustees of other public retirement 

systems, and members themselves 

(unless they are also Board or executive 

staff members) are not fiduciaries. 
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Five Duties of a Public 

Retirement Board Fiduciary

1. Duty of loyalty 

2. Duty of care 

3. Duty to administer plan in accordance with plan 

terms and other applicable law

4. Duty to diversify investments

5. Duty to pay vested benefits
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Duty of Loyalty: Exclusive Benefit Rule

• Under the Constitution of Virginia, Article X, Section 11:

“The funds of the retirement system shall be deemed separate and 

independent trust funds, shall be segregated from all other funds of the 

Commonwealth, and shall be invested and administered solely in the 

interests of the members and beneficiaries thereof.”

• Under the Code of Virginia Section 51.1-124.30:

“The Board shall discharge its duties with respect to the Retirement 

System solely in the interest of the beneficiaries thereof…”
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Duty of Loyalty: Exclusive Benefit Rule

• A trust will constitute a qualified trust only if:

• Under the trust instruments it is impossible, at any time prior to the satisfaction of all 

liabilities with respect to employees and their beneficiaries under the trust, for any part of 

the corpus or income to be (within the taxable year or thereafter) used for, or diverted to, 

purposes other than for the exclusive benefit of his employees or their beneficiaries. (IRS 

Reg. §1.401-2)

• Once assets, such as contributions, are in the trust, they may not be returned 

to or diverted.
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Duty of Loyalty: Primary Duty Rule

• Overarching principle in the Constitution 

and Code of Virginia §51.1-124.30. 

• Other obligations, including to “diversify the 

investments of the fund” are secondary 

and in service of the primary duty. 

16



Duty of Loyalty: One Hat Rule

• Trustees must always act in the best interests of 

members and beneficiaries. Any decision that 

favors a participating employer, an interest 

group, or the trustee personally is not consistent 

with fiduciary duty.

• Much like the State and Local Government 

Conflict of Interests Act

• Fiduciaries cannot have conflicting loyalties. A 

fiduciary has a duty not to use or deal with trust 

assets for the benefit of a third person, including 

that of the plan sponsor, or for any other 

purpose unconnected with the trust. 
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Fiduciary Duty of Loyalty: Conflicting Interests 

Among Various Members and Beneficiaries

• Can be complex and crosscutting.

• Determinations of priorities among members and 

beneficiaries must serve their overall best interest 

with respect to the trust purpose.

• Appropriate balance may not be obvious when the 

interests within the member, retiree and beneficiary 

groups are not the same.
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Hypothetical No. 1: 

Fiduciary Duty of Loyalty

• The retirement system’s actuary has completed an 

experience study and is recommending changes in 

actuarial assumptions that may decrease the fund’s funded 

ratio, creating the possibility of increasing contribution 

rates.

• Trustee Smith is a long-time active teacher and is against 

the recommendations because her employer will likely 

forgo any merit increases or bonuses if contribution rates 

increase. 

• Trustee Wishnew is a retiree and has been active for many 

years with a state employees’ retiree association. The 

association is in favor of the recommendations because 

they believe the changes will bring additional security to the 

Fund.  

• What are, and are not, fiduciarily appropriate 

considerations for Board members with respect to this 

topic?
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Fiduciary Duty of Care

• Under § 51.1-124.30, a fiduciary must discharge its 

duties:

• “With the care, skill, prudence and diligence under the 

circumstances then prevailing that a prudent person 

acting in a like capacity and familiar with such matters 

would use in the conduct of an enterprise of a like 

character and with like aims” 

• Carefully consider the particular expertise needed to 

address a topic within the Board’s jurisdiction.

• Medical? Legal? Plan administration? Investment? etc.

• Consider factors knowable at the time of the decision and 

follow prudent processes. 

• Reasonable consultation with experts is important, but not a 

substitute for independent exercise of trustee’s 

responsibilities
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Duty of Care: “Prudent Fiduciary with 

Experience Dealing with a Similar 

Enterprise”
• A fiduciary need not be the expert but may need to consult an 

expert. When using experts, the fiduciary may take into 

consideration the advice of relevant experts, but the fiduciary 

is still ultimately responsible. 

• Expertise resides both with in-house VRS staff, as well as in 

VRS’s outside retained experts.

• Trustees also develop their own capability to provide prudent 

oversight through 

• careful review of Board materials;

• communication with staff on questions about those materials; 

• thoughtful participation in board meetings; and

• VRS-provided and other appropriate and cost-effective 

educational opportunities on topics focused within the Board’s 

jurisdiction and consistent with VRS’s policies.
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Fiduciary Duty of Care: Process and Soundness 

of Analysis Matter

• Duty of care does not require a 

fiduciary to guarantee specific 

outcomes but does require use of a 

prudent process. 

• Highlights the importance of 

documenting fiduciary considerations 

and decision-making.

• However … (see next slide)
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Fiduciary Duty of Care: Process and Soundness 

of Analysis Matter

• A prudent decision may not be either “arbitrary” or “capricious.” 

• Deliberations by fiduciaries should illustrate the relationship between 

the information presented and the action taken.

• Courts may review a fiduciary’s decisions substantively, rather than simply 

deferring to a determination that a fiduciary may make after a prudent 

process. 

• Not dissimilar from U.S. Supreme Court’s discussion in Loper of courts’ duty 

to “exercise their independent judgment in deciding whether an agency has 

acted within its statutory authority,” while “[c]areful attention to the judgment 

of the Executive Branch may help inform that inquiry”.
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Fiduciary Duty of Care: Process and Soundness 

of Analysis Matter (cont.)

• What does prudence look like? 

• Acting consistently with laws and plan governance documents, which include 

Board policies and procedures (and making sure the plan governance documents 

match each other).

• Where aspects of fiduciary duty are delegated, periodic and systematic monitoring.

• Facts, analysis, questions, answers. 

• Documented decision-making. 

• Agendas, staff/consultant supporting materials, minutes, resolutions detailing facts, 

findings and conclusions are all ways to document procedural prudence.

• Periodic review and reevaluation of processes and approaches—continuous 

process improvements.
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Fiduciary Duty of Care: Consult with Experts

• “To the extent necessary or appropriate to the making of informed investment 

judgments by the particular trustee, care also involves securing and considering 

the advice of others [such as legal, actuarial and investment counsel] on a 

reasonable basis.” Rest. 3d Trusts, supra, § 227, p. 15, comment d. 

• The implicit corollary - if a fiduciary fails to follow the advice of its professional 

consultants, it must demonstrate an informed, reasonable, and prudent rationale 

for failing to do so.

• Another implicit corollary - expert advice from a reasonable source should 

provide the basis for a Board’s decision to take an alternative course of action on 

a topic within that area of expertise (e.g., investment, actuarial, legal).
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Hypothetical No. 2: The “Prudent Fiduciary with 

Experience Dealing with a Similar Enterprise”

• Trustee Wilson is convinced that a specific private equity manager 

allocation is too speculative. 

• VRS’s CIO and Investment Consultant have concluded that it is 

appropriate for VRS from a risk-adjusted return perspective, 

advocates to other Board members about “doing the right thing” 

on the topic. 

• What fiduciary issues are implicated?
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Fiduciary Duty to Act in Accordance with 

Plan Documents and Other Applicable Law

• Fiduciaries have a duty to administer plans in 

accordance with plan document and applicable law.

• Important to be familiar with the plan’s governing 

documents and review periodically

• Typically, fiduciaries are not also designing the retirement 

plan, which is the role of the settlor (e.g., the legislature)

• Plan document can include:
• Plan statutes, Administrative law, Virginia common law

• Other applicable law:
• Internal Revenue Code 401(a), Open Meetings/Public Records 

laws

• Interpretation of Plan documents falls to the Board
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Hypothetical No. 3: Act in Accordance with Plan 

Documents and Other Applicable Law 

• An employee association drafts a bill to modify the statutes that form the 

plan document to expand benefits to part-time employees that work 800 

hours a year from the current 1,000-hour rule. The employer is opposed 

to the bill. The association wants assistance from staff to review the draft 

of the bill to ensure it fits with the rest of the plan and can be administered 

by the plan, if passed by the legislature. Should the Board allow this? 

• What is the Board’s role at a legislative committee hearing on the bill? 

• A trustee is close friends with a legislator who sponsors the bill. The 

legislator asks the trustee to speak for the bill at the committee hearing as 

a Board member.  What fiduciary issues does this raise? 
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Fiduciary Duty to Diversify 

Investments to Maximize Risk-

Adjusted Returns 

• Code of Virginia § 51.1-124.30.C. 

“The Board shall also diversify such 

investments so as to minimize the risk of large 

losses unless under the circumstances it is 

clearly prudent not to do so.”
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Limitations on Investment 

Strategies? 

• These are demands − legislative or 

otherwise − for divestment from, or 

investment in, certain geographic areas, 

types of business, or types of assets.

• Statutorily-provided limitations may conflict 

with the duty of prudence and duty to 

diversify, unless the statute reiterates 

Section § 51.1-124.30.C. or grants a 

carve-out for fiduciary duties.
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Hypothetical No. 4: Fiduciary Duty to Diversify 

Investments

• Board member Xanadu is active with the business roundtable and has been 

outspoken outside the Board regarding the need for local economic 

investment. 

• VRS’ Chief Investment Officer and Investment Consultant are presenting the 

system’s annual asset-liability study, and they are proposing various alternative 

tilts in the allocations of the retirement system, all of which result in a well-

diversified portfolio, but with varying levels of anticipated risk-adjusted return.

• A retired member of the system sends a letter to the Board urging it not to 

adopt any of the recommended asset allocations, and instead to fund local 

investment opportunities, citing to the work performed by Board member 

Xanadu in other contexts. 

• What considerations should Board members take, and not take, into account 

with respect to this topic?

31



Fiduciary Duty to Pay Vested Benefits

• Code of Virginia § 51.1-124.22.

• “The Retirement System shall be administered by the Board of Trustees…”

• Code of Virginia, § 51.1-128. Benefits 

A. Employees who become members under this article and on whose behalf 

contributions are paid as provided in this article shall be entitled to 

benefits under the retirement system.

• Code of Virginia, § 51.1-153. Service Retirement 
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Fiduciary Duty to Pay Vested Benefits

• What are “vested” benefits?

• Benefits that the law applicable to 

VRS requires to be paid to eligible 

members and beneficiaries 

• Statutes set eligibility requirements 

(e.g., minimum age, months of 

service)
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Prudent Processes Re Provision of Benefits

• For vested benefits, key components are:

• Timely collection of sufficient contributions from employers and active 

members and prudent investments

• Practices for timely administration and payment of correct benefits, and 

correction of error policies for when they occur

• Implicates:

• Contribution rate setting

• Funding Guidelines

• Investment Policy

• Strong administrative processes
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Fiduciary Do’s and Don’ts

Topic Do’s Don’ts

Duty of Loyalty –Communications 

with members, their beneficiaries 

and retirees.

• Communicate general 

information about VRS when 

speaking with members.

• Refer members or 

beneficiaries to staff for any 

individual or account-specific 

information.

• Ask questions about their 

concerns, be interested in 

understanding their concerns.

• Try to assist individual 

members with a question 

specific to their benefits. 

• Work with members or 

retirees on their strategies for 

obtaining or expanding 

benefits.  

Duty of Loyalty – in the 

administration of VRS

• Make determinations on 

actuarial assumptions and 

methodologies, and 

contribution requirements, 

based on actuarial 

recommendations in the best 

interests of members and 

their beneficiaries.

• Manage staff’s daily activities 

and  priorities.

• Make decisions based on the 

interests of your employer, 

stakeholder group or personal 

interests.
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Fiduciary Do’s and Don’ts

Topic Do’s Don’ts

Duty of Care –Conduct at Board 

Meetings, Committee Meetings, 

Legislative Hearings and Public 

Forums (e.g., church, Rotary, 

other community events).

• Board & Committee Meetings 

– Review materials, ask ED & 

CIO questions, request 

analysis, and monitor 

information.

• Legislative Hearings and 

other Public Forums– Clarify 

your role; if hearing is on 

issues affecting VRS and you 

are authorized, speak as a 

Trustee, not a representative 

of your representative group 

or employer.

• Neglect to review Board 

materials or other 

communications from the ED 

or CIO. 

• Direct work of staff based on 

priorities you have in a 

capacity other than as a 

Board member and/or 

participate in other activities 

intended to change VRS’s 

plan design (expanding or 

contracting benefits).
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Fiduciary Do’s and Don’ts (continued)

Topic Do’s Don’ts

Duty of Care – Manage 

administration and investment of 

the Trust as a prudent person 

with experience dealing with a 

similar enterprise

• Delegate areas that require 

exceptional expertise, 

actuarial, investment, or legal 

analysis, cybersecurity, or 

benefits processing.

• Consider your own 

experiences and knowledge 

about the subject.

• Provide appropriate 

monitoring and oversight at 

the Board level. 

• Document your Prudent 

Processes (e.g., minutes, due 

diligence reviews, scoring 

sheets, etc.)

• Allow red flags to go 

unquestioned (whether it’s 

investment performance, 

payment delays, or late 

reporting)

• Accept partial or delays on 

reporting.

• Allow questions to go 

unanswered.

• Stay quiet if you don’t 

understand.
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Fiduciary Do’s and Don’ts

Topic Do’s Don’ts

Duty to diversify investments to maximize risk-

adjusted returns
• Hire experts (e.g., investment 

consultant(s)) to assist with 

analysis of asset allocation

• Understand your Investment 

Policy Statement (IPS). 

• Review your IPS periodically 

to keep current

• Consider if reports on your 

investments provide sufficient 

information to understand if 

the trust’s portfolio, including 

investment managers, 

complies with your IPS 

• Consider investments due to 

external pressures (e.g., 

political, personal, or special 

interest) 

• Allow deviations from your 

IPS
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Fiduciary Do’s and Don’ts

Topic Dos Don’ts

Duty to pay vested benefits • Consider if the IPS 

contemplates liquidity needs 

to fund current benefits due 

• Consider if the funding policy 

is aligned with the system’s 

ability to pay future vested 

benefits

• Place one group of beneficiaries above 

another when making governance 

decisions

Duty to defray administrative expenses • Obtain multiple bids or 

proposals on high-cost goods 

and services periodically to 

ensure the best quality for the 

best price

• Select the lowest price without 

considering quality of services or goods
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Fiduciary Breach of Liability and Consequences

• What was known at the time of the action or decision. 

• Potential for co-fiduciary liability if you are or become aware of another trustee’s 

breach of fiduciary duty. 

• Depending upon level of immunity that may or may not be available under state 

law (see next slides), as well as circumstances of alleged breach, there may be 

personal liability to

• Make up losses suffered by the plan

• Pay back profits

• Responsibility for legal fees

• Courts may have discretion to impose additional consequences
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Limitations of Liability and Indemnification

• Code of Virginia § 51.1-124.28. Legal representation in criminal 

matters.

After a determination of innocence on a criminal charge, the trustees, officers 

and employees may be reimbursed by the Board for all or part of their 

defense costs.   

• Code of Virginia § 51.1-124.30.D. Liability for losses.

No officer, director, or member of the Board or of any advisory committee of 

the Retirement System or any of its tax exempt subsidiary corporations whose 

actions are within the standard of care in subsection C above shall be held 

personally liable for losses suffered by the Retirement System on investments 

made under the authority of this chapter. (emphasis added) 
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Other Ways to Limit Liability

• Understand fiduciary obligations, 

utilize experts (in-house and 

outside), and document efforts to 

comply with these obligations.

• Delegation of duties does not 

eliminate the responsibility to 

continue oversight and monitoring.
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Fiduciary Trends

• Federal Policies: Defined contribution plan (i.e., 401(k), IRA, etc.) access to 

private market investments; national policy framework for AI

• Means to an end: Stakeholder pressure to change (decrease or increase) 

actuarially assumed rate of return and other actuarial assumptions and 

methodologies that impact member and employer contribution rates

• Enhancing benefits: Increasing pressure to grant non-vested COLAs and 

other supplemental retirement benefits

• Claims of fiduciary breach:  Forfeiture account litigation and challenges to 

investment decisions (primarily as to ERISA 401(k) Plans) 

• Political pressures:  Restrictions on investment allocations, or requirements 

of investment allocations, for ideological reasons rather than risk-return 

investment perspective
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Additional Educational Resources

• National Conference on Public Employee Retirement Systems (NCPERS) 

Training for Trustees

• National Council on Teacher Retirement (NCTR)

• National Association of Public Pension Attorneys (NAPPA)

• Institutional Limited Partners Association (ILPA)

• International Foundation of Employee Benefit Plans (IFEBP)

• National Association of Government Defined Contribution Administrators 

(NAGDCA)

• VRS Service Providers may also provide educational conferences for clients.
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Thank You for Your Time
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Guest Speaker: Macro Overview
Tiffany Wilding| PIMCO

Ms. Wilding is a managing director and economist based in the Newport 
Beach office. She leads PIMCO's Cyclical Forum, crafts the firm's 
outlook for the global economy, and analyzes key macro risks for the 
firm's Investment Committee. She also co-chairs the firm's Americas 
portfolio committee. Prior to joining PIMCO in 2016, she was the head 
of global interest rate research at Tudor Investment, responsible for 
recommending trade ideas based on global macro trends. Previously, 
she was a U.S. interest rate strategist with Morgan Stanley and a 
Treasury market policy analyst for the Federal Reserve Bank of New 
York, where she helped structure and implement the central bank's 
response to the 2008 financial crisis. She has 18 years of investment 
and economics/financial markets experience and holds an MBA in 
quantitative finance from New York University's Stern School of 
Business. She received an undergraduate degree from Rhodes College.

48



IMPORTANT NOTICE

Please note that the following contains the opinions of 

the manager as of the date noted and may not have 

been updated to reflect real time market developments. 

All opinions are subject to change without notice. 

CYCLICAL  
OUTLOOK

Compounding 
Opportunity
March 2026

For Investment Professional and 

Institutional Investor Use Only
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S.I. YTD

1 Dec '89 10 yrs. 5 yrs. 3 yrs. 1 yr. 6 mos. 3 mos. 31 Dec '25

Before fees (%) 6.34 3.00 0.67 6.38 9.58 4.44 1.74 9.58

After fees (%) 5.92 2.59 0.29 5.97 9.16 4.24 1.64 9.16

Bloomberg U.S. Aggregate Index (%) 5.06 2.01 -0.36 4.66 7.30 3.15 1.10 7.30

Disclosures

This material is to be used for separate account presentations to institutional investors only and not for any other purpose. The GIPS Composite 

Report for the PIMCO Core Plus –Total Return Full Authority Composite is included in the back of this presentation. GIPS® is a registered 

trademark owned by CFA Institute. GIPS® is a registered trademark owned by CFA Institute. CFA Institute does not endorse or promote 

this organization, nor does it warrant the accuracy or quality of the content contained herein.

Pacific Investment Management Company, LLC

As of 31 December 2025. Source: PIMCO

Returns are average annualized total returns, except for those periods of less than one year, which are cumulative. 

Past performance is not a guarantee or a reliable indicator of future results. Performance for periods longer than one year are annualized.

Refer to Appendix for additional performance and fee, chart, composite, index, investment strategy, and risk information.

Annualized Return (%)

CMR2026-0304-5276499
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Cyclical Outlook: Compounding Opportunity

As of January 2026. Source: PIMCO. Refer to appendix for additional investment strategy, outlook, and risk information.

Use global 

diversification to 

help mitigate risks

Tap opportunities worldwide 

to unlock attractive yields 

across markets

Economic 

Backdrop

Investment 

Opportunities

Growth remains 

surprisingly 

resilient

The global economy has 

weathered tariff pressures, 

aided by AI-related spending 

and efficiency gains

Winners and losers 

drive “K-shaped” 

economic trends

Companies deploying AI and 

wealthier households are 

benefitting. Others are at risk 

of being left behind. 

Bonds present 

compelling, durable 

opportunities 

Elevated starting yields offer 

a solid foundation for active 

investors to generate alpha

Be selective in a 

late-cycle credit 

environment

Seek value across the public-

private continuum, focusing 

on liquidity and credit quality

Globally, monetary 

and fiscal policies 

are diverging

Fiscal policy set to be more 

influential as monetary 

easing nears its limits
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As of 31 December 2025. Source: ICE. For illustrative purposes only.

Divergent trends create winners and losers

“K-shaped” economic trends Winners Losers

Corporate and sovereign balance 
sheets

Strong Weak

Consumer balance sheets Higher income / asset owners Lower income / low asset ownership

AI tech innovation Disruptors Disrupted

Diverging monetary and fiscal policy Stimulative Restrictive

Diverging credit profiles
Higher quality/ capital intensive and less 

exposed to trade companies

Lower quality / labor intensive and more 

exposed to trade companies
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2025 Review: dramatic changes in US policy shaped the global macro 

landscape…

As of February 2026

Trade Policy Uncertainty, is constructed by staff in the International Finance Division of the Federal Reserve Board and measures media attention to news related to trade policy uncertainty. The index reflects automated text-search results of the electronic 
archives of 7 leading newspapers discussing trade policy uncertainty. The index is scaled so that 100 indicates that 1% of news articles contain references to TPU. Economic Policy Uncertainty news-based index is an index of search results from 10 large 
newspapers from which they construct a normalized index of the volume of news articles discussing economic policy uncertainty.

Source: Haver, PIMCO, Matteo Lacoviello, Policyuncertainty.com.
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… including a ratcheting up of US tariffs

As of February 2026

Source: Haver, USITC, Yale Budget Lab, PIMCO 

The actual effective US tariff rate has increased more slowly due to changing trade 
flows. 
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A new general-purpose technology also emerged.

As of February 2026

Source: EPOC, PIMCO Calculations 

Public use LLMs were introduced in 2022, but it wasn’t until early 2025 that both model 
improvements and adoption accelerated 
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Amid these developments, global growth has been surprisingly resilient, and 

forecast to remain so… 

As of February 2026

Source: Various countries statistical reporting agencies, Haver, PIMCO Calculations and Forecasts. World GDP is PPP weighted.

Refer to Appendix for additional forecast, outlook and risk information.

Tariff front-loading effects are fading, but growth resilience across regions has raised 
our global growth path. 

2.0%

2.5%

3.0%

3.5%

4.0%

4.5%

5.0%

Mar '22 Sep '22 Mar '23 Sep '23 Mar '24 Sep '24 Mar '25 Sep '25 Mar '26 Sep '26

World (PPP based) Real GDP: YoY Forum Projections vs Actual

Actual Sep '24 Dec '24 Mar '25 Jun '25 Sep '25 Dec '25 Latest Forecasts



57

... while global inflation has remained surprisingly benign… 

As of February 2026

Source: Various countries statistical reporting agencies, Haver, PIMCO Calculations and Forecasts. World CPI is PPP GDP weighted. 

Refer to Appendix for additional forecast, outlook and risk information.

Tariffs induce a relative price adjustment between the US and ROW. China continues 
to export its deflation to the rest of the world.
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...and monetary policy across countries is expected to further converge to 

neutral. 

Source: PIMCO, Haver, As of February 2026

Refer to Appendix for additional outlook and risk information

Forecasted Forecasted

The exception is Australia, which is hiking, despite already restrictive policy.

Neutral = 0  Neutral = 0  
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However, a look under the surface, both AI and Tariffs had important 

implications for global IP and trade flows

As of December 2025.

Source: Haver, PIMCO

PIMCO Global IP aggregates industrial production across sectors and countries using TIVA weights. Includes US, UK, EA, Japan, Canada, Brazil, India, Mexico, China, Korea and Tiawan.

After surging ahead of tariffs, global IP growth is now normalizing. Global trade flows 
have held up as China rotates away from US, and AI stimulates SE Asia trade

2025 Growth Surprises: 2025 q4/q4 Real GDP vs December Forum Forecast (ppts) 
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Global production in individual categories is exhibiting tariff front-

loading/payback dynamics… AI and auto/EV production bucking the trend

As of December 2025, Source: Haver, PIMCO

PIMCO Global IP aggregates industrial production across sectors and countries using TIVA weights. Includes US, UK, EA, Japan, Canada, Brazil, India, Mexico, China, and Korea.

*pre and post changes are based on the contribution of the category to global y/y growth rates

Global IP by Product Category, 
Chng on Growth Momentum Around US Tariff Announcements 
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U.S. Computer and Component Imports

US trade data shows similarly divergent trends

Tariffs are depressing trade outside of AI infrastructure related equipment categories. 

As of December 2025

Source: USITC, Haver, PIMCO
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The U.S. is leading DM in AI buildout, but all DMs remain predominately 

equipment importers

As of February 2026. Source: UN Comtrade, Haver
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The AI-enabling infrastructure build out stimulating Asia ex China trade

As of December 2025

Source: Haver, PIMCO

Asia, ex China Trade Flows (y/y % chng) 
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China trade rotation away from the US has also been surprisingly smooth, 

facilitated by falling export prices…  

As of December 2025

Source: Haver, PIMCO

China continues to offset weak domestic demand, including falling fixed investment, 
with a focus on export lead growth. 
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….While Chinese domestic fundamentals continue to deteriorate 

As of December 2025

Source: Haver, PIMCO

China has offset weak domestic demand with exports and inventory building to keep 
reported GDP growth elevated. 
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US Growth has also been stronger than forecast, while inflation more moderate

As of February 2026

Source: Haver, PIMCO. Trend growth = Central tendency of Fed longer run growth

Refer to Appendix for additional forecast, outlook and risk information.
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The US story of 2025: The AI growth impulse offset other policy related drags 

As of February 2026. Source, BEA, Federal Reserve, Haver, Bloomberg, PIMCO Calculations. Trend is assumed to be 2%. 
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Cyclical Sector Payroll Gains

2026 Outlook: Fading tariff drags on hiring and ex-AI investment

Source: BLS, Census Bureau, Haver, PIMCO. Data through January 2026
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2026 Outlook: Tariff boost to inflation also fading. The pass-through of tariffs 

into consumer prices have also largely run their course… 
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2026 Outlook: More supportive fiscal policy is coming in 1H2026

As of August 2025

Source: JCT, CBO, PIMCO Calculations

Refer to Appendix for additional outlook and risk information.
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Nevertheless, there are underlying macro fragilities in the US

Source: PIMCO, As of December 2025.

2025 US real consumption growth was completely funded by wealth 
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AI adoption and model evolution continues to happen rapidly, risking a more 

disruptive transformation  
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Unlike in the mid-1990s, labor is capturing a falling share of value created by 

productivity growth 

As of December 2025

Source: BEA, Haver, PIMCO
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Greater AI adoption is now a two-sided theme in markets: AI losers are now 

being punished… overall wealth effects diminishing?

As of February 2026

Source: Bloomberg, PIMCO
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Bond yields remain attractive

Active fixed income has delivered – may continue to in a target-rich environment

As of 30 September 2025. Source: PIMCO and Bloomberg. Past performance is not a guarantee or a reliable indicator of future results. 

Refer to Appendix for additional outlook and risk information.
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In a year of solid asset returns, bonds held their own – with lower volatility

As of 31 December 2025. Source: Bloomberg, PIMCO. Cash: FTSE 3-month Treasury Bill index.  Bonds:  Bloomberg U.S. Aggregate index. Stocks:  S&P 500 index.  Gold:  Bloomberg Gold Subindex.

2025 asset class returns (%)

4.40%
7.30%

17.88%

62.46%

Cash Bonds Stocks Gold

Volatility (%, 1yr) - 2.73% 10.52% 13.20%

Return per unit 

of volatility
- 2.67 1.70 4.73
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PIMCO Core Plus – Total Return Full Authority Composite performance

As of 31 December 2025; SOURCE: PIMCO.

Past performance is not a guarantee or a reliable indicator of future results. Returns longer than one year are annualized.

Refer to Appendix for additional performance and fee, composite, index and risk information.
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1 Dec '89 10 yrs. 5 yrs. 3 yrs. 1 yr. 6 mos. 3 mos. 31 Dec '25

Before fees (%) 6.34 3.00 0.67 6.38 9.58 4.44 1.74 9.58

After fees (%) 5.92 2.59 0.29 5.97 9.16 4.24 1.64 9.16

Bloomberg U.S. Aggregate Index (%) 5.06 2.01 -0.36 4.66 7.30 3.15 1.10 7.30

Before fees alpha (bps) 128 99 103 172 228 129 64 228

After fees alpha (bps) 86 58 65 131 186 109 54 186
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Active fixed income management can add additional yield 

As of 31 December 2025. Source: PIMCO and Bloomberg. Past performance is not a guarantee or a reliable indicator of future results. 

Refer to Appendix for additional outlook and risk information.
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Active management capitalized upon an attractive 

fixed income landscape in 2025
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U.S. equity valuations remain stretched

Expensive valuations have historically been followed by poor returns

As of 31 August 2025. Source: Robert Shiller, Finaeon, and PIMCO. Past performance is not indicative of future results. 

CAPE and CPI as reported in Shiller‘s website. S&P 500 retuns are calculated based on the S&P 500 Total Return Index reported by Finaeon.

Refer to Appendix for additional index, investment strategy, and outlook information.
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From similar starting points, bonds have historically outperformed equities 

As of 31 December 2025. SOURCE: PIMCO, Bloomberg, Barclays Live. Past performance is not a guarantee or a reliable indicator of future results. Chart uses data back to January 1973. Bonds refer to the Bloomberg U.S. Aggregate Index and stocks 
refer to the S&P 500 Index. CAPE refers to cyclically adjusted price-to-earnings ratio for the S&P 500. CAPE uses PIMCO calculations.
There can be no guarantee that the trends mentioned above will continue. Statements concerning financial market trends are based on current market conditions, which will fluctuate.
Refer to Appendix for additional index, outlook, and risk information.
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Cash is no longer optimal

Bonds appear poised to outshine cash

LHS as of 30 September 2025. RHS as of 26 September 2025. Source: Bloomberg, Haver, PIMCO, ICE BofA, and Crane. Past performance is not a guarantee or a reliable indicator of future results. 

Refer to Appendix for additional investment strategy, outlook and risk information.

AUM in money market funds hit new highs:  

Investors are leaving money on the table
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Cash rates projected to continue their decline

Cash rates look much less attractive, especially versus high-quality bonds

As of 31 December 2025. Source: PIMCO. Past performance is not a guarantee or a reliable indicator of future results. 

Refer to Appendix for additional investment strategy, outlook and risk information.

Yield curve steepening: After prolonged inversion, the U.S. curve has normalized
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Developed market yields signal attractive income, capital appreciation potential

As of 31 December 2025.  Source: Bloomberg.
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Appendix

Past performance is not a guarantee or a reliable indicator of future results. Performance figures reflect reinvestment of earnings and dividends. The “gross of fees” performance figures 

do not reflect the deduction of investment advisory fees, but they do reflect commissions and other expenses (except custody). Such fees that a client may incur in the management of their 

investment advisory account may reduce the client's return. "Net of fee" performance figures are presented net of investment advisory fees and brokerage commissions. Separate investment 

accounts typically do not reflect the deduction of custodial fees, but performance results for pooled investment vehicles will typically be reduced by such fees

COMPOSITE

Composite performance is preliminary until the 12th business day of the month.

RISK

All investments contain risk and may lose value. Investing in the bond market is subject to risks, including market, interest rate, issuer, credit, inflation risk, and liquidity risk. The value of most 

bonds and bond strategies are impacted by changes in interest rates. Bonds and bond strategies with longer durations tend to be more sensitive and volatile than those with shorter durations; 

bond prices generally fall as interest rates rise, and low interest rate environments increase this risk. Reductions in bond counterparty capacity may contribute to decreased market liquidity and 

increased price volatility. Bond investments may be worth more or less than the original cost when redeemed. Equities may decline in value due to both real and perceived general market, 

economic and industry conditions.

FORECAST

Forecasts, estimates and certain information contained herein are based upon proprietary research and should not be interpreted as investment advice, as an offer or solicitation, nor as the 

purchase or sale of any financial instrument. Forecasts and estimates have certain inherent limitations, and unlike an actual performance record, do not reflect actual trading, liquidity 

constraints, fees, and/or other costs. In addition, references to future results should not be construed as an estimate or promise of results that a client portfolio may achieve.

OUTLOOK

Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no guarantee that these investment strategies will 

work under all market conditions or are appropriate for all investors and each investor should evaluate their ability to invest for the long term, especially during periods of downturn in the market. 

Outlook and strategies are subject to change without notice.

INDEX

It is not possible to invest directly in an unmanaged index.

INVESTMENT STRATEGY

There is no guarantee that these investment strategies will work under all market conditions or are appropriate for all investors and each investor should evaluate their ability to invest long-term, 

especially during periods of downturn in the market.
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Disclosures

PIMCO as a general matter provides services to qualified institutions, financial intermediaries and institutional investors. Individual investors should contact their own financial professional to 

determine the most appropriate investment options for their financial situation. This material has been distributed for informational purposes only and should not be considered as investment 

advice or a recommendation of any particular security, strategy or investment product. No part of this material may be reproduced in any form, or referred to in any other publication, without 

express written permission. PIMCO is a trademark of Allianz Asset Management of America LLC in the United States and throughout the world. Pacific Investment Management Company LLC, 

650 Newport Center Drive, Newport Beach, CA 92660, 800-387-4626.)] ©2026, PIMCO
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GIPS Composite Report: Core Plus - Total Return Full Authority Composite (Page 1 of 2)

  
  

COMP-1270

2024 2.94 2.54 1.25 0.38 7.96 7.72 92 95,641.1 1,948 # 1st $100 Million 0.3000%

2023 6.72 6.31 5.53 0.25 7.32 7.14 104 104,517.1 1,865 # Next $125 Million 0.2750%

2022 -13.65 -13.99 -13.01 0.60 6.07 5.77 116 103,952.4 1,741 # Next $300 Million 0.2400%

2021 -0.52 -0.90 -1.54 0.33 3.52 3.35 120 136,556.8 2,178 # Thereafter 0.2000%

2020 9.29 8.86 7.51 0.49 3.39 3.36 126 136,666.7 2,188 # Minimum Account Size  $75 Million

2019 8.92 8.47 8.72 0.63 2.68 2.87 122 129,331.2 1,899 #  

2018 0.17 -0.24 0.01 0.42 2.69 2.84 124 125,938.4 1,665 #

2017 5.47 5.03 3.54 0.42 3.01 2.78 127 138,575.3 1,756 #

2016 3.32 2.87 2.65 0.48 3.23 2.98 130 143,232.0 1,467 #

2015 1.04 0.61 0.55 0.52 3.56 2.88 144 160,686.4 1,435 #

5-year* 0.62 0.23 -0.33

10-year* 2.17 1.75 1.35

* All periods longer than one year are annualized. Unless otherwise noted, results presented through December 31, 2024.

**

* The composite was created in November 2002 and incepted in December 1989.

Pacific Investment Management Company LLC (PIMCO) is an investment adviser registered with the U.S. Securities and Exchange Commission that provides global investment solutions to institutions, individuals, and 

government entities worldwide. For GIPS compliance purposes, PIMCO has been defined to include the investment management activities of its affiliate PIMCO Europe GmbH (PEG) and the following subsidiaries: PIMCO 

Australia Pty Ltd, PIMCO Canada Corp., PIMCO Europe Ltd, PIMCO Japan Ltd, PIMCO Asia Pte Ltd, and PIMCO Asia Limited. In January 2010, the firm definition was expanded to include fixed income assets managed in 

collaboration with Allianz Global Investors (Allianz) using the PIMCO investment process. Prior to 2010, country-specific limitations restricted the full implementation of the PIMCO investment process for these assets. In 

March 2012, the firm definition was further expanded to include assets managed on behalf of Allianz’s affiliated companies. In addition, in October 2020, PIMCO and PEG acquired PIMCO Prime Real Estate, a leading global 

commercial real estate investment business; as a result, the firm definition includes assets managed by PIMCO Prime Real Estate and its subsidiaries. Prior to March 2023, PIMCO Prime Real Estate was known as Allianz 

Real Estate.

PIMCO claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. PIMCO has been independently verified for the 

period January 1987 through December 2024. The verification report is available upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the 

applicable requirements of the GIPS standards. Verification provides assurance on whether the firm's policies and procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and 

distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy of any specific performance 

report. GIPS® is a registered trademark owned by CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.

The PIMCO Core Plus - Total Return Full Authority Composite includes all discretionary, U.S. dollar based, U.S. Total Return portfolios that meet the U.S. Total Return Core Plus Full Authority criteria. PIMCO's Total Return 

portfolios are managed to a core bond strategy that seeks to maximize price appreciation and current income with index-like volatility. All major sectors of the bond market are utilized to implement a diversified set of 

strategies including sector rotation, yield curve positioning, and duration management. Duration is managed within a moderate range (between three and six years) around the broadest bond market indices. Futures, options, 

and swaps may be used to gain, hedge or restructure exposure to interest rates, volatility, spreads, foreign markets or currencies within the parameters allowed by individual portfolio guidelines. Portfolios must allow futures 

(long & short), options (long & short), non-U.S. dollar investments (permitted allocation of at least 20%), high yield (permitted allocation of at least 10%) and emerging markets to meet the Full Authority criteria. The composite 

excludes tax-sensitive portfolios with a primary objective of maximizing after-tax returns. Beginning January 2018, the composite was redefined to exclude portfolios that are not managed against a dedicated U.S. core bond 

benchmark to allow for a more pure representation of the intended strategy. Risks of this strategy include, but are not limited to, interest rate, duration, currency, credit, economic and political, and derivative instruments risk. 

Investing in derivatives could result in losses that exceed the amount invested.

The Bloomberg U.S. Aggregate Index represents securities that are SEC-registered, taxable and dollar-denominated. The index covers the U.S. investment grade fixed rate bond market, with index components for 

government and corporate securities, mortgage pass-through securities and asset-backed securities. These major sectors are subdivided into more specific indices that are calculated and reported on a regular basis.
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Composite            

3-Yr Std Dev 

(%)

Benchmark            
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Number of 

Portfolios
#

Total Firm 

Assets (USD) 

Billions

Composite 

Assets (USD) 

Millions

Total Return Separate Account Fee 

Schedule:

Bloomberg U.S. Aggregate Index

Valuations are computed and performance is reported in U.S. dollars. Returns are presented gross and net of management fees and include the reinvestment of all income. Net results reflect the deduction of actual 

management fees, including performance based fees, and, in some instances, custodial and administrative fees. Actual fees incurred by client accounts may vary. When applicable, composite performance is net of any actual 

withholding tax paid and not reclaimable. Index returns are gross of withholding tax.



GIPS Composite Report: Core Plus - Total Return Full Authority Composite (Page 2 of 2)

Past performance is not a guarantee or a reliable indicator of future results. COMP-1270

Composite dispersion presented is the equal-weighted standard deviation of annual gross-of-fees returns for all portfolios in the composite for the full year. Dispersion is not statistically meaningful for periods shorter than a 

year or for years in which five or fewer portfolios were included for the full year. The three-year annualized ex-post standard deviation measures the variability of the composite gross-of-fees returns and the benchmark returns 

over the preceding 36-month period. The three-year annualized ex-post standard deviation is not presented if 36 consecutive monthly returns are not available. A complete list of composite descriptions, list of pooled fund 

descriptions for limited distribution pooled funds, and list of broad distribution pooled funds are available upon request, as well as policies for valuing investments, calculating performance, and preparing GIPS Reports.

This strategy has historically made material use of derivatives as substitutes for physical securities. Derivatives may be a more attractive substitute for the underlying physical securities in terms of price, liquidity, or other 

factors. Derivatives are used as a liquid means of adjusting duration and targeting specific areas of yield curve exposure, with potentially lower transaction costs compared to physical securities. The strategy has also 

historically made material use of short sales and other forms of borrowing.
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Appendix: Core Plus - Total Return Full Authority Composite
    

COMP-1270

1-year* 9.58 9.16 7.30 1st $100 Million 0.3000%

5-year* 0.67 0.29 -0.36 Next $125 Million 0.2750%

10-year* 3.00 2.59 2.01 Next $300 Million 0.2400%

Thereafter 0.2000%

Minimum Account Size  $75 Million

* All periods longer than one year are annualized. Unless otherwise noted, results presented through December 31, 2025.

**

* The composite was created in November 2002 and incepted in December 1989.

Composite Return (%) 

After Fees

Composite Return (%) 

Before Fees
Benchmark Return (%)**

Total Return Separate Account Fee 

Schedule:

Bloomberg U.S. Aggregate Index

Valuations are computed and performance is reported in U.S. dollars. Returns are presented gross and net of management fees and include the reinvestment of 

all income. Net results reflect the deduction of actual management fees, including performance based fees, and, in some instances, custodial and administrative 

fees. Actual fees incurred by client accounts may vary. When applicable, composite performance is net of any actual withholding tax paid and not reclaimable. 

Index returns are gross of withholding tax.

The PIMCO Core Plus - Total Return Full Authority Composite includes all discretionary, U.S. dollar based, U.S. Total Return portfolios that meet the U.S. Total 

Return Core Plus Full Authority criteria. PIMCO's Total Return portfolios are managed to a core bond strategy that seeks to maximize price appreciation and 

current income with index-like volatility. All major sectors of the bond market are utilized to implement a diversified set of strategies including sector rotation, yield 

curve positioning, and duration management. Duration is managed within a moderate range (between three and six years) around the broadest bond market 

indices. Futures, options, and swaps may be used to gain, hedge or restructure exposure to interest rates, volatility, spreads, foreign markets or currencies within 

the parameters allowed by individual portfolio guidelines. Portfolios must allow futures (long & short), options (long & short), non-U.S. dollar investments 

(permitted allocation of at least 20%), high yield (permitted allocation of at least 10%) and emerging markets to meet the Full Authority criteria. The composite 

excludes tax-sensitive portfolios with a primary objective of maximizing after-tax returns. Beginning January 2018, the composite was redefined to exclude 

portfolios that are not managed against a dedicated U.S. core bond benchmark to allow for a more pure representation of the intended strategy. Risks of this 

strategy include, but are not limited to, interest rate, duration, currency, credit, economic and political, and derivative instruments risk. Investing in derivatives 

could result in losses that exceed the amount invested.

The Bloomberg U.S. Aggregate Index represents securities that are SEC-registered, taxable and dollar-denominated. The index covers the U.S. investment grade 

fixed rate bond market, with index components for government and corporate securities, mortgage pass-through securities and asset-backed securities. These 

major sectors are subdivided into more specific indices that are calculated and reported on a regular basis.

Past performance is not a guarantee or a reliable indicator of future results. COMP-1270

5276499
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the parameters allowed by individual portfolio guidelines. Portfolios must allow futures (long & short), options (long & short), non-U.S. dollar investments 

(permitted allocation of at least 20%), high yield (permitted allocation of at least 10%) and emerging markets to meet the Full Authority criteria. The composite 

excludes tax-sensitive portfolios with a primary objective of maximizing after-tax returns. Beginning January 2018, the composite was redefined to exclude 

portfolios that are not managed against a dedicated U.S. core bond benchmark to allow for a more pure representation of the intended strategy. Risks of this 

strategy include, but are not limited to, interest rate, duration, currency, credit, economic and political, and derivative instruments risk. Investing in derivatives 

could result in losses that exceed the amount invested.

The Bloomberg U.S. Aggregate Index represents securities that are SEC-registered, taxable and dollar-denominated. The index covers the U.S. investment grade 

fixed rate bond market, with index components for government and corporate securities, mortgage pass-through securities and asset-backed securities. These 

major sectors are subdivided into more specific indices that are calculated and reported on a regular basis.

Past performance is not a guarantee or a reliable indicator of future results. COMP-1270
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Guest Speaker: AI | Public Markets
David Tykocinski| Maverick Capital

Mr. Tykocinski serves as Co-Chief Investment Officer of 
the Public funds, is a member of the Portfolio 
Management Committee, and the Maverick Growth 
Investment Committee. From 2014 until 2020, Mr. 
Tykocinski led the Media and Telecom sector before that 
portfolio was merged with the Consumer team. Prior to 
joining Maverick in 2011, Mr. Tykocinski was an analyst at 
Blackstone. He graduated (cum laude) with a B.A. in 
Economics from Yale University.
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Maverick Capital | Co-CIO David Tykocinski



ChatGPT Unleashed The Initial Wave Of AI Hype In 
Late-2022

“The AI Age has begun” “Revolutionary”

“You won’t believe 

your eyes”

“Game changer!”

“A Paradigm Shift”

“AI finds its voice”

“American AI-dol”

“This will change 

everything”



ChatGPT Unleashed The Initial Wave Of AI Hype In 
Late-2022

“AI is going to have more impact than even the PC, the 
phone and the internet … This is the biggest technical 
advance of my lifetime … [and] is the first technology that 
is happening faster than even the insiders expected.” 
   – Microsoft Founder Bill Gates (September 2024)

“As a computer scientist, I’ve never seen anything as 
exciting as all the AI progress that has happened over the 
last few years … Every month there’s a new amazing 
capability.” 
   – Google Co-Founder Sergey Brin (September 2024)



Shockingly, It’s Lived Up To The Hype, As Evidenced By 
Model Progress …

Model performance on long-
term tasks have exploded over 

the past 3-6 months

Source: METR.



… And Exponential Growth In Token Demand
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Multiple Scaling Laws Will Drive Semi Sales >$1T

Source: SIA, Company data.
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But … Isn’t This A Bubble?



AI Is Not Another Tech Bubble
Spend On Nvidia DC GPUs Are A Tiny Fraction Of Hyperscale Resources
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AI Is Not Another Tech Bubble
Unlike Prior Tech Infrastructure Cycles

• During the late-90s, telco capex to build out internet infrastructure averaged ~200% of cash from ops

• As a result, a significant share of capex had to be funded with debt, which was unsustainable, and led to a sharp 
correction in capex spend by 2002 and 2003 and significant industry consolidation thereafter

• This is structurally very different than the nascent AI infrastructure buildout and arms race for AGI
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(1) Telco Avg. represents average cap ex as a percentage of operating cash flows for Global Crossing, Level 3 and Qwest.  
Hyperscale Avg. represents 2025 hyperscaler capex and operating cash flows.

Source: Company data.



AI Is Not Another Tech Bubble
GPUs Are Still In Shortage, Whereas Dotcom Fiber Was Built Well Ahead Of Demand
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AI Is Not Another Tech Bubble
GPUs Are Still In Shortage, Whereas Dotcom Fiber Was Built Well Ahead Of Demand

“If [our] computational capacity were doubled, revenue 
would nearly double as well.”  
– OpenAI CEO Sam Altman (December 2025)

“I think every provider would tell you, including us that we 
could grow faster if we had all the supply that we could take.”  
– Amazon CEO Andy Jassy (February 2026)

“[We still have] 7 & 8-year-old TPUs that have 100% utilization. 
This tells me that demand is tremendous. We’re early in the 
cycle … certainty relative to the demand we’re seeing.”  
– Google VP of AI & Infra Amin Vahdat (November 2025)



AI Is Not Another Tech Bubble
Unlike In The Dotcom Boom, AI Stock Prices Have Mostly Moved With Revisions

Source: JPM.



AI Is Not Another Tech Bubble
Unlike In The Dotcom Boom, AI Stock Prices Have Mostly Moved With Revisions

Source: JPM.
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AI Is Not Another Tech Bubble
Multiples Remain Rational Due To This Paranoia

Dotcom Peak
(Mar-00)

AI Today
(Mar-26)

Nasdaq Index >90x 25x

Semi Index N/A 26x

Poster child CSCO NVDA

Poster child PE 196x 23x

(vs NVDA @ 50x in 2020-21)

Source: Bloomberg.



But We Still Want To Be Selective At 
This Stage Of The Cycle



Shortages Are Shifting Upstream To Industry Capacity 
Inputs

Demand < Capacity
Output can scale inside the installed base
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(Semi Cap / Fiber Optics)

Industry Production Capacity



Shortages Are Shifting Upstream To Industry Capacity 
Inputs

Demand < Capacity
Output can scale inside the installed base

Demand > Capacity
Input demand accelerates

 to relieve bottleneck
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Downstream Outputs
(GPUs / Servers)

Upstream Inputs
(Semi Cap / Fiber Optics)

Industry Production Capacity



Why The Sudden Shortages Now?
Ramping Inference Has Rapidly Re-Accelerated Demand, Re-Tightening The S/D
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How Do You Play AI In Equity Markets 
From Here?



AI Ecosystem Comprised Of Heavily Interconnected Value 
Chains
Equity Value Creation Has Been Characterized By Cascading Bottlenecks Upstream
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ChatGPT Kicked Off The Boom In Foundational Model Usage 
…

Downstream Upstream

Semi 
Inputs

Intelligence Compute Semi 
End Products

Tools

Foundational 
Models

Clouds & 
Hyperscalers

Foundry & 
Packaging

Memory – 
HBM

Semi 
Production 
Equipment

Optical Fiber

Accelerators & 
Networking



ChatGPT Kicked Off The Boom In Foundational Model 
Usage …
Big Three Model Developers Have Appreciated 30x Over The Past 3 Years
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… We Saw It Migrate To Cloud Services …
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Oracle’s Cloud Backlog Grew By +$300B in C2Q25

… We Saw It Migrate To Cloud Services …

Oracle posts record gain on AI 
bookings beat
September 10, 2025

Shares jumped as much as 42%, their biggest intraday 
move in 33 years, sending the stock price to a record high 
and adding roughly $270 billion to Oracle’s market value.

Source: Bloomberg.



… And Then Most Famously To GPUs …
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… And Then Most Famously To GPUs …
Nvidia’s Stock Went Parabolic After The Release Of ChatGPT

Source: Bloomberg.
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… And Is Now Moving Further Upstream To Raw Production 
In Foundry & Packaging …
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… And Is Now Moving Further Upstream To Raw 
Production In Foundry & Packaging …



… And To Memory Via HBM …
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… And To Memory Via HBM …
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… Maverick Believes Bottlenecks Are Now Shifting To The 
Deepest Layers … Optical & Semi Production Equipment
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Long Semi Capital Equipment



What Is Semi Cap?
Semi Cap Firms Design & Build The Equipment Used To Make Semiconductors

Deposition Lithography Etching

Coat wafer 
with materials

Expose wafer 
to patterned light

Remove material 
from wafer

Wafer

Deposition Tool

Deposited Metal

Photoresist

Wafer

Etch Tool

Wafer

Deposited Metal

Lithography Tool

UV Light

Plasma Etch

Raw Wafer

Raw Wafer

Start



ASML EUVs Are Amongst The Most Complex Tools Ever 
Created
EUV Systems Are The Size Of A Bus And Cost More Than A Boeing 787

Source: ASML.



ASML Makes Tools At The Edge Of Physics

Built With Precision Accurate To The Nanometer Use Extreme UV Light

An ASML mirror the size 
of Germany wouldn’t have 

a 1 mm bump

As precise as a laser from 
NYC hitting a coin in LA

Creating light requires shooting a 
molten droplet of tin 50k times per 

second to turn it into a plasma 
hotter than the sun



Demand For Semicap Is Driven By Memory & Logic 
Spending

Memory Logic WFE Demand



Demand For Semicap Is Driven By Memory & Logic 
Spending

Memory Logic WFE Demand



Von Neumann Architecture Does Not Offer Sufficient 
Memory Bandwidth As Compute & Memory Are Physically 
Separated

CPU

External 
DRAM

Input Output

Off package 
PCB traces

Limited bandwidth (100-
200GBps), higher latency

Traditional Architecture
CPU + External DRAM



HBM Helps Address This Bottleneck By Co-Packaging 
Memory With The Compute And Increasing Pin Count By 
Multiples

CPU

External 
DRAM

Input Output

Off package 
PCB traces

Limited bandwidth (100-
200GBps), higher latency

Traditional Architecture
CPU + External DRAM

GPU

HBM

Input Output

Ultra wide bandwidth 
(>1TBps), low latency

Modern Architecture
GPU + Copackaged HBM

Copackaged on 
same substrate



HBM Is More Power-Efficient & Has 50x More 
Bandwidth
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AI Systems Require Increasing Amounts Of HBM
Given Unit & Content Growth, HBM Demand Will Continue To Grow Rapidly

–  
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HBM Is Uniquely Wafer-Intensive
As HBM Grows As A Share Of DRAM Bits, It Will Consume An Increasing Share Of 
Industry Wafer Capacity… tightening supply everywhere

Commodity DRAM Wafer HBM Wafer

HBM produces 
60-80% fewer chips 

per wafer



Tightness From HBM Demand, Given Higher Wafer 
Intensity, Is Leading To A Systemic Shortage In Other 
Types Of DRAM Supply
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HBM Supply/Demand Curve

Quantity

Price
Supply

Demand

DDR5 Supply/Demand Curve



Tightness From HBM Demand, Given Higher Wafer 
Intensity, Is Leading To A Systemic Shortage In Other 
Types Of DRAM Supply

Quantity

Price
Supply

Demand

HBM Supply/Demand Curve

Quantity

Price
Supply

Demand

DDR5 Supply/Demand Curve

AI is structurally increasing 
the demand for HBM, driving 

higher prices



Tightness From HBM Demand, Given Higher Wafer 
Intensity, Is Leading To A Systemic Shortage In Other 
Types Of DRAM Supply

Quantity

Price
Supply

Demand

HBM Supply/Demand Curve

Quantity

Price
Supply

Demand

DDR5 Supply/Demand Curve

As vendors shift 
production to HBM, 

supply of DDR5 
declines at 

multiples, driving 
higher prices



Market Already Seeing Signs Of DRAM Supply/Demand 
Tightening
Price Gains On Legacy DRAM Acute, As Vendors Have Abandoned Legacy Mobile/PC 
Markets In Favor Of Supplying DRAM For AI
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Maverick Expects Memory Wafer Adds To Meaningfully 
Accelerate
HBM Is >55% Of Incremental DRAM Wafer Adds Over The Next 5 Years

-

50

100

150

200

250

300

Avg 2020-25 Avg 2025-30 Street Est Avg 2025-30 Mav Est

Avg DRAM Wafers added per year (kwpm)

Traditional DRAM HBM

Source: Company data, Visible Alpha.

Maverick is >4x vs 2020-25 & 
40% above Street



Demand For Semicap Is Driven By Memory & Logic 
Spending

Memory Logic WFE Demand



TSMC Gave A 5-Year Revenue Guide In Early 2026 
Suggesting A Meaningful Acceleration …

14%

25%

10%

15%

20%

25%

30%

2014-24 2025-29E

TSMC Revenue CAGR (USD Terms)

Source: Company data.



… Driven By Enormous AI Mega-Projects



AI Is Driving Foundry Demand Towards Leading Edge 
Nodes

Source: Company data.

70%

95%+
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20%

40%
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100%

7nm-45nm 5nm

TSMC Estimated Utilization by Node at Same Point in Life

+25pts



AI Drives Meaningfully More Leading-Edge Wafers vs 
Mobile

-
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iPhone Wafers AI Wafers

Source: Company data.

Pre-AI 
Baseline



Meanwhile, Leading Edge Capital Intensity Continues 
To Increase

Source: Company data.
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Rise Of Modern Mercantilism Will Duplicate Supply 
Chains

Beliefs

State should be heavily involved 
in the economy

Trade in-balances should be avoided

Industrial policy promotes self-reliance

National champions should be protected

Policies

Subsidies & national champions

Export controls & tech decoupling

Reshoring

Investment screening

Data sovereignty & regulation



Why Does Modern Mercantilism Lead to More WFE 
Spend?

Sovereign capacity build-out for industrial self-reliance brings new buyers to 
market

Countries funding own-the-stack fabs creates redundant capacity that 
globalization would've centralized

Export controls re-route rather than stifle spend



Semi Ecosystem Is Currently Centered on TSMC In 
Taiwan …

Taiwan



… But MM Is Driving the Emergence Of Multiple New 
Regional Hubs



US Has Been Securing Commitments To Build Out 
Sovereign Semiconductor Capacity …

Source: Company data.



… But They Haven’t Been Alone

Source: Company data.



WFE Demand Is Expanding Beyond TSMC Taiwan

Source: Company data.

–  
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US/EU/Japan % of TSMC CapEx (T5Y Avg)

~0%

~27%



AI Is Driving A Step-Function Change In TSMC 
Equipment Spend

TSMC CapEx Build 2020-25 2025-30E

Avg Leading Edge Wafer Adds / Yr 50kwpm 120kwpm

CapEx per wafer $300M/kpwm (5nm) $425M/kwpm (2nm)

Leading Edge CapEx per Year $15B $51B

Source: Company data.



Long Optical Fiber



A Lot Of Innovation Is Networking, Not Compute
Networking Complexity Ballons As Coherent Cluster Sizes Grow

Nvidia Ampere Gen (2020)
8 Networked GPUs in a Box

Nvidia Blackwell Gen (2025)
576 Networked GPUs in a System

312 Compute (FP16 TFlops) 2,200 7x

5 System Level Bandwidth (TB/s) 1,037 216x



Linear vs Super-Linear vs Combinatorial Scaling
Networking Complexity Grows Orders Of Magnitude Faster Than Accelerators

Linear Scaling
Accelerators

If you 10x Accelerator demand 
…



Linear vs Super-Linear vs Combinatorial Scaling
Networking Complexity Grows Orders Of Magnitude Faster Than Accelerators

Linear Scaling
Accelerators

If you 10x Accelerator demand 
…

Super Linear Scaling
Memory

…. you 20x Memory 
Demand …



Linear vs Super-Linear vs Combinatorial Scaling
Networking Complexity Grows Orders Of Magnitude Faster Than Accelerators

Linear Scaling
Accelerators

If you 10x Accelerator demand 
…

Super Linear Scaling
Memory

…. you 20x Memory 
Demand …

Combinatorial Scaling
Networking Connections

… & 190x Networking Demand



Networking Is Getting Complex At A Combinatorial 
Rate

Source: Google TPU v7 Pod/Cluster.



Fiber Is The Key Beneficiary Of Ballooning Network 
Complexity
AI Accelerating Copper-To-Fiber Transition Within Datacenters

Wire Medium

Status Quo 2027+

Scale-Across DC-to-DC Fiber Fiber

Scale-Out Rack-to-Rack Fiber Fiber

Scale-Up Chip-to-Chip Copper Fiber



Fiber Is The Key Beneficiary Of Ballooning Network 
Complexity
Scale-Up TAM Is Significantly Larger Than Either Scale-Across Or Scale Out

4x More 
Fiber

4x More 
Fiber

Source: Company data.



Meta’s Upcoming Hyperion Datacenter (Half The Size of 
Manhattan) Will Require 8M Miles Of Fiber …

Source: Company data.



… That’s Equivalent To The Fiber Used To Wire Half of 
NY State

Source: Company data.



Fiber & Connector Rev Should 4-5x Over The Next 5Yrs

-
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Corning Fiber Opitic Rev ($B)

Telecom Fiber Datacenter Fiber

4-5x

Source: Company data.
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Corning Fiber Opitic Rev ($B)

Telecom Fiber Datacenter Fiber

4-5x

Almost no growth in 25 years



Scale-Up Fiber Is Far More Complex To Produce With 
Precision Vs Standard Commodity Telecom Fiber …

Source: Company data.



… And Only Three Companies That Can Handle This 
Complexity
Scale-Up Will Help Return Fiber’s Industry Structure Back To An Oligopoly



Legal Disclaimers

The information provided herein is provided for informational purposes only and does not constitute an offer to sell, or a solicitation 
to purchase any security. This data is confidential and may not be shared without the prior express written consent of Maverick 
Capital, Ltd. (together with its affiliates, “Maverick”). Receipt of the information provided herein does not entitle the recipient to 
receipt of additional information if and when updated or corrected. Certain data herein has been calculated by Maverick and such 
calculations may contain errors. Other data herein is provided by third parties generally deemed to be reliable, but Maverick makes 
no representation about its accuracy or completeness. The statements contained herein contain opinions of Maverick and forward-
looking statements that are based on Maverick’s beliefs as well as assumptions made by, and information currently available to, 
Maverick. These opinions and forward-looking statements are, by their nature, subject to significant risks and uncertainties. These 
opinions and forward-looking statements include, without limitation, statements relating to market and industry trends as well as 
various companies’ current businesses, business prospects, future developments, trends as well as strategies, plans, objectives, 
goals, and ability to control costs. These opinions and forward-looking statements reflect Maverick’s current views and are not a 
guarantee of future performance or developments. You are strongly cautioned that reliance on any opinions or forward-looking 
statements involves known and unknown risks and uncertainties. Nothing herein should be considered investment advice.
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Guest Speaker: AI | Private Markets
Lucas Swisher| Coatue Management

Lucas Swisher is a General Partner and Growth Co-Lead at 
Coatue, focused on the Firm’s private investing business. Prior to 
joining Coatue in 2018, Lucas was an investor at Kleiner Perkins 
Caufield & Byers, and an analyst at Insight Venture Partners. 
Before that, he worked in business development at Delivery 
Hero. Lucas graduated cum laude from Harvard College with an 
A.B. in Economics.
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Private Markets & AI

Confidential – Prepared solely for the Virginia Retirement System (“VRS”) Board Retreat.

This presentation is provided at the specific request of VRS for discussion purposes only.

This material may contain confidential information and may not be copied, reproduced, redistributed, quoted or disclosed (in whole or in part) without the prior written consent of Coatue Management, L.L.C.

Notwithstanding the foregoing, VRS is subject to public records laws, and this material may be subject to disclosure in accordance with applicable law.

March 18, 2026 | Virginia Retirement System Board Retreat



THIS PRESENTATION HAS BEEN PREPARED FOR THE VIRGINIA RETIREMENT SYSTEM (“VRS”), A PUBLIC PENSION PLAN AND GOVERNMENTAL ENTITY. VRS MAY BE SUBJECT TO 

PUBLIC RECORDS, OPEN MEETING, OR FREEDOM OF INFORMATION LAWS, AND THIS MATERIAL MAY BE DISCLOSED IN ACCORDANCE WITH APPLICABLE LAW.COATUE HAS NOT 

INDEPENDENTLY VERIFIED HOW VRS WILL TREAT THIS MATERIAL FOR PUBLIC RECORDS PURPOSES AND ASSUMES NO RESPONSIBILITY FOR ANY SUCH DISCLOSURE.THIS 

PRESENTATION IS FOR INFORMATIONAL PURPOSES ONLY AND DOES NOT CONSTITUTE INVESTMENT ADVICE TO VRS OR ANY OTHER PERSON. VRS IS RESPONSIBLE FOR MAKING 

ITS OWN INDEPENDENT INVESTMENT DECISIONS.

THIS PRESENTATION DOES NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF ANY OFFER TO BUY AN INTEREST IN A FUND OR VEHICLE MANAGED BY COATUE 

MANAGEMENT, L.L.C. (“COATUE”).

ANY SUCH OFFER OR SOLICITATION WILL BE MADE ONLY AT THE TIME A QUALIFIED OFFEREE RECEIVES A CONFIDENTIAL PRIVATE OFFERING MEMORANDUM OR OTHER 

OFFERING DOCUMENT (“CPOM”) DESCRIBING THE OFFERING AND RELATED SUBSCRIPTION AGREEMENT.

IN THE CASE OF ANY INCONSISTENCY BETWEEN THE DESCRIPTIONS OR TERMS IN THIS PRESENTATION AND THE CPOM, THE CPOM SHALL CONTROL.

NO SECURITIES OR SERVICES SHALL BE OFFERED OR SOLD IN ANY JURISDICTION IN WHICH SUCH OFFER, SOLICITATION OR SALE WOULD BE UNLAWFUL UNTIL THE 

REQUIREMENTS OF THE LAWS OF SUCH JURISDICTION HAVE BEEN SATISFIED. WHILE ALL THE INFORMATION PREPARED IN THIS PRESENTATION IS BELIEVED TO BE ACCURATE 

AS OF THE DATE OF THIS PRESENTATION (UNLESS OTHERWISE INDICATED), COATUE MAKES NO EXPRESS WARRANTY AS TO THE COMPLETENESS OR ACCURACY NOR CAN IT 

ACCEPT RESPONSIBILITY FOR ERRORS, APPEARING IN THE PRESENTATION.  NEITHER COATUE NOR ITS AFFILIATES ASSUME ANY DUTY TO UPDATE THE INFORMATION 

CONTAINED HEREIN FOR SUBSEQUENT CHANGES OF ANY KIND AND THERE IS NO ASSURANCE THAT THE POLICIES, STRATEGIES OR APPROACHES DISCUSSED HEREIN WILL NOT 

CHANGE.  

ANY PROJECTIONS, MARKET OUTLOOKS OR ESTIMATES IN THIS PRESENTATION ARE FORWARD-LOOKING STATEMENTS AND ARE BASED UPON CERTAIN ASSUMPTIONS. OTHER 

EVENTS WHICH WERE NOT TAKEN INTO ACCOUNT MAY OCCUR AND MAY SIGNIFICANTLY AFFECT INVESTMENT RETURNS OR PERFORMANCE.

ANY PROJECTIONS, OUTLOOKS OR ASSUMPTIONS SHOULD NOT BE CONSTRUED TO BE INDICATIVE OF THE ACTUAL EVENTS WHICH WILL OCCUR. HISTORICAL RETURNS ARE NOT 

PREDICTIVE OF FUTURE RESULTS.

THE INFORMATION PROVIDED HEREIN, INCLUDING, WITHOUT LIMITATION, INVESTMENT STRATEGIES, INVESTMENT RESTRICTIONS AND PARAMETERS, PROCEDURES, POLICIES, 

AND INVESTMENT AND OTHER PERSONNEL MAY BE CHANGED, MODIFIED, TERMINATED OR SUPPLEMENTED AT ANY TIME, WITHOUT NOTICE.

THIS PRESENTATION IS CONFIDENTIAL AND NOT INTENDED FOR PUBLIC USE OR DISTRIBUTION. THIS PRESENTATION HAS NOT BEEN APPROVED BY THE U.S. SECURITIES AND 

EXCHANGE COMMISSION OR ANY OTHER FEDERAL OR STATE REGULATOR.

YOU SHOULD CAREFULLY READ THE IMPORTANT DISCLOSURES IN THE APPENDIX.
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Coatue is a full Lifecycle Investing Platform

Source: Coatue opinion and analysis as of Q4 2025. AUM as of September 30, 2025. For illustrative purposes. Please see Appendix – Disclosures for important additional disclosures, including regarding forward-looking 
statements.

Global Reach

California

Hong Kong

London

New York

Differentiated Capabilities at Scale

Scaled & patient capital: ability to lead rounds & 

partner with companies through inflection points

AI-Native DNA: deep internal data science and AI 

expertise embedded in how we invest and operate

Deep network: trusted access to founders, 

C-suite executives, and operators

182 global employees

Integrated Lifecycle 

Investing Platform

Public Markets

Flexible Capital 

(Tactical Opportunities)

$67+ Billion AUM

2026

1999

25+ Years

Growth & Venture

Wide aperture across markets: visibility into tech 

from seed to public informs better investment decisions



174
Coatue opinion and analysis as of February 2026. For illustrative purposes only. There is no indication or guarantee that any Coatue investment or fund will be successful or avoid losses. See Appendix – Disclosures for 
important disclosures, including regarding projections and forward-looking statements and regarding value adds. 

Public
1999

Investing in public 

equities with 

decades of 

experience, 

company and 

market knowledge, 

and strong risk 

management

Hybrid
2020

Investing across 

public and private 

markets in key tech 

trends and markets

Tactical
2022

Structuring creative 

debt and equity 

capital solutions to 

meet companies’ 

specific needs

Growth
2013

Investing in late-

stage companies, 

focused on 

identifying potential 

disruptors and 

next-gen platform 

companies

Venture
2018

Investing in early-

stage startups, 

leveraging our 

network to identify 

major trends early

CTEK
2025

Investing in 

innovation through 

public and private 

markets with 

responsible risk 

management

We invest across asset classes and tech company stages
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We have a proven Growth Strategy

As of December 31, 2025, unless otherwise noted. AUM as of September 30, 2025. DPI as of February 2026. For illustrative purposes only; . For illustrative purposes only to generally describe Coatue’s characterization of 
the Growth investment universe. Not to be construed as a comprehensive list; Coatue may invest outside of these categories in the future. See Appendix – Disclosures for important disclosures.

13+ years

Experience

Growth investing 

across 6 vintages

$23B

Scale

Growth Strategy 

AUM

S
e

le
c
t 
In

ve
s
tm

e
n

ts

Focus

Tech 

Platforms & 

Breakouts
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Our Growth Strategy is focused on capturing big winners at 
inflection

Coatue opinion and analysis as of February 2026. “Focus” percentages are not representative of portfolio composition, but ref lective of a general objective for identifying potential growth investments. Categories above are 
not intended to be a comprehensive list; Coatue has invested, and expects to invest, outside of these categories in the future. Companies above are listed as examples of each applicable statement or trend and are not 
representative of all investments in the portfolio. The descriptions of each category are intended to describe Coatue's general objectives; there is no guarantee that any particular investment will exhibit all or any of the 
characteristics described herein. The strategy contemplated above should not be construed as imposing any investment restrictions on any fund. In the case of any inconsistency between the descriptions above and the 
offering documents, the offering documents shall control. There is no assurance that Coatue will be able to capitalize on these opportunities or that any Coatue fund or investment will be successful or avoid losses. See 
Appendix – Disclosures for important disclosures, including regarding forward-looking statements. For a full list of current and exited Coatue portfolio companies, see Coatue.com. 

Platforms Breakouts
Scaled category leaders Potential next generation of 

Platforms

• Market leaders with scaled 

revenue

• Growth well above public 

markets

• Very strong unit economics

• Companies in big markets / trends

• Strong unit economics & hypergrowth 

(no pre-revenue companies)

• Opportunity to double down as 

success proof points emerge with clear 

paths to multi-product business models

Select 2025 investments Select 2025 investments

• Proven management

• Multi-year Coatue relationship

• Track record of creating multiple 

products

~80% Focus ~20% Focus
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Coatue opinion and analysis as of March 2026 and subject to change. This slide contains forward-looking statements and assumptions and is for informational purposes only. Certain information is based on third-party 

sources believed to be reliable but has not been independently verified. References to “waves” are illustrative and do not predict future outcomes. Company logos are shown for illustrative purposes only and do not 

constitute investment recommendations or indicate that any investment was profitable. Not all investments were profitable. See Appendix – Disclosures for important disclosures.
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Coatue 

View

17

8

We are in the early innings of the largest tech wave in history



Sources: METR and GitHub, as available as of February 2026, and Coatue analysis. Task-length chart reflects select benchmarked software/engineering tasks; results vary by model, prompting, tool use and evaluation 
methodology and should not be extrapolated. GitHub commit share reflects Coatue analysis of public repositories only and may not represent total usage (including private codebases) or commercial activity. Certain 
information is based on third-party sources believed to be reliable; however, such information has not been independently verified and its accuracy cannot be guaranteed. For informational purposes only. See Appendix – 
Disclosures.

The rate of innovation is faster than anything we’ve seen before

0

50

100

150

2019 2020 2021 2022 2023 2024 2025

Length of engineering tasks select models complete without human intervention (minutes)

Will AI become 

self-reinforcing?

ChatGPT inflection AI agent era The Singularity?

GPT-2 GPT-3 GPT-3.5
GPT-4

Sonnet 

3.7

Sonnet 

4.5

o1

2026 Future

The length of tasks AI can 

do is doubling every 7 

months200

17
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180Source: The Information Reporting, as available as of March 2026. Revenue figures are based on publicly available reporting and may reflect estimates and/or annualized revenue run-rate; such figures may be incomplete, unaudited, and subject to change. Coatue has not independently verified 
the information. For informational purposes only and not investment advice. See Appendix – Disclosures.

AI leaders are scaling at unprecedented rates

OpenAI and Anthropic Revenue from publicly available data, $B

Jul Jan Jul Jan Feb
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The world is retooling for a new era

181
Coatue opinion and analysis as of March 2026 and subject to change. Sources: sell-side estimates and Coatue analysis (as of March 2026). Estimates are subject to change and may differ materially from reported results. 
This slide contains forward-looking statements and assumptions and is for informational purposes only. Certain information is based on third-party sources believed to be reliable but has not been independently verified. 
See Appendix – Disclosures for important disclosures.

$16B $0.3B

CPUs GPUs

$26B

$201B

CPUs GPUs

2015 Revenue 2025 Revenue

8x

GPU revenue is now 

8x that of CPUs!

GPU revenue was a 

tiny fraction of CPUs

0.02x

A decade ago, GPUs were a rounding error vs. CPUs… …Today, they are the engine of the token economy



182
Coatue opinion and analysis as of March 2026 and subject to change. Sources: sell-side estimates and Coatue analysis (as of March 2026). Estimates are subject to change and may differ materially from reported results. 
This slide contains forward-looking statements and assumptions and is for informational purposes only. Certain information is based on third-party sources believed to be reliable but has not been independently verified. 
See Appendix – Disclosures for important disclosures.

Intelligence is now manufactured, becoming the next great utility

Intelligence is now measured in tokens, manufactured at scale

Electricity
415 TWh → 945 TWh by 2030

Land
Data center sites, permitting, 

cooling

Semiconductors

GPUs, ASICs, HBM memory

Model
Anthropic, OpenAI - intelligence 

layer

→

→

→ TOKEN

FACTORY

TOKENS
The unit of 

intelligence

→
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Coatue opinion and analysis as of March 2026 and subject to change. This slide contains forward-looking statements and assumptions and is for informational purposes only. Actual outcomes may differ materially. See 
Appendix – Disclosures for important disclosures.

Intelligence will eventually touch everything

Intelligence is increasingly being deployed across every digital and physical surface

Intelligence

Autonomous 

Vehicles
Healthcare &

Diagnostics

Drug Discovery

Physical 

Infrastructure

Robotics

Industrial 

Machines

Agriculture
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Coatue opinion and analysis as of March 2026 and subject to change. Sources: Goldman Sachs indices/tickers referenced on the slide and Coatue analysis (as of March 2026). Indices are provided for informational 
purposes only; they are not investable and do not reflect fees, expenses or taxes. “Factor Basket” is an internal, non-investable basket constructed by Coatue for illustrative purposes; constituents and methodology are 
subjective and may change. This slide contains forward-looking statements and assumptions and is for informational purposes only. Certain information is based on third-party sources believed to be reliable but has not 
been independently verified. See Appendix – Disclosures for important disclosures.

Public markets once offered straightforward AI exposure; now 
they reflect divergence & uncertainty

Factor Basket and Mag 7 Returns (Indexed)

Jan-23 Jul-23 Jan-24 Jul-24 Jan-25 Jul-25 Jan-26
0%

100%

200%

300%

400%

-20%
Apr-23 Oct-23 Apr-24 Oct-24 Apr-25 Oct-25 Apr-26

GS US Data Center

GS AI Software

Mag 7

Gaining AI exposure 

through public 

markets is becoming 

harder to navigate
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Source: Pitchbook and Bloomberg (as of the dates marked) and Coatue analysis as of February 2026. Publicly reported private company valuations reflect the latest reported post-money valuations and may be stale, 
unaudited, and not comparable to public market capitalization or realizable value (including due to liquidation preferences, senior securities, transfer restrictions and the absence of a public market).

… While leading private companies are accruing share

% Growth in Valuation (Private Companies) or Market Cap (Mag 7): 2023 to 2026 YTD

72% 80%

180%

218%

740%

812%

2,304%

Mag 7 /



186
Coatue opinion and analysis as of February 2026 and subject to change. Source: PitchBook, Jay Ritter (University of Florida IPO data), and Coatue analysis. For illustrative purposes only. Past performance is not a 
guarantee of future results. Extended private market timelines may delay liquidity events and increase valuation uncertainty. See Appendix – Disclosures for important disclosures.

Tech IPO activity remains below pre-2021 levels …

Average annual aggregate tech company market caps at IPO ($B)

2016-2020 2022-2025

$137B 
2016-2020 annual 

average

$77B 
2022-2025 annual 

average



187
Coatue opinion and analysis as of February 2026 and subject to change. Source: PitchBook, Jay Ritter (University of Florida IPO data), and Coatue analysis. For illustrative purposes only. Past performance is not a 
guarantee of future results. Extended private market timelines may delay liquidity events and increase valuation uncertainty. See Appendix – Disclosures for important disclosures.

… And is dwarfed by private fundraising, which continues to 
scale

New Unicorn Capital Raised ($B)

2016-2020 2022-2025

$59B 
2016-2020 annual average

$105B 
2022-2025 annual average



188
Coatue opinion and analysis as of January 2026. Source: PitchBook and Coatue analysis. Dataset determined by selecting all Decacorn companies from PitchBook data; data inclusion determined at Coatue’s discretion 
and includes elements of subjectivity. Extended private market timelines may delay liquidity events and increase valuation uncertainty.  Subject to change at any time. For illustrative purposes only. Past performance is 
not a guarantee of future results. See Appendix-Disclosures for important disclosures.

Many of the best tech companies are staying private for longer 
…

Median Years as Private Decacorn ($10B+ Valuation)

0.7
0.6

1.3

2.3

3.3 3.4

2020 2021 2022 2023 2024 2025

n = 26 43 55 53 5552
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Source: Pitchbook (as of February 2026) and Coatue analysis. Publicly reported private company valuations reflect the latest reported post-money valuations and may be stale, unaudited, and not comparable to public 
market capitalization or realizable value (including due to liquidation preferences, senior securities, transfer restrictions and the absence of a public market). “Magnificent 7” market caps shown at the close of the first 
trading day following each company’s IPO. Company references are for informational/illustrative purposes only and do not imply a recommendation or that Coatue invested. Extended private market timelines may delay 
liquidity events and increase valuation uncertainty.  There is no guarantee that Coatue’s views and projections regarding the future potential of AI are accurate or that any particular Coatue investment or fund will benefit 
from the AI trends. For a full list of current and exited Coatue portfolio companies, see Coatue.com. 

… And are reaching unprecedented scale before going public

Tech company valuations (Mag7 and Private Companies), $B

1.8 1.70.8 0.4 0.6 27
104

Magnificent 7 

(Market cap at IPO)

Largest Private Tech 

Companies 

134

330 380

840

1,250

1980 1986 1997 1999 2004 2010 2014 /



Source: Morgan Stanley (PC); World Bank (Internet); Coatue analysis as of October 2025 (AI = US MAU ChatGPT estimate as determined by Coatue). For illustrative purposes only. There is no guarantee that Coatue’s 
views and projections regarding the future potential of AI are accurate or that any particular Coatue investment or fund will benefit from the AI trend. See Appendix-Disclosures for important disclosures, including 
regarding projections and forward-looking statements and trends, and regarding AI.

US % penetration
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Years since first major launch

Internet
Users of broadband 

internet

PCs
Users of Personal 

Computers

AI
MAUs of ChatGPT

Today
ChatGPT reaches 

800M weekly active 

users

The S-curve now plays out before the IPO
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$4T Unicorn market cap by bucket

Coatue analysis and opinion as of January 2026. Past performance is not indicative of future results. For illustrative purposes only to generally describe Coatue’s characterization of the Growth investment universe. Not to 
be construed as a comprehensive list; Coatue may invest outside of these categories in the future. "Unicorn" means a private company valued at over $1 billion. “Underperforming” refers to unicorns for which Coatue 
believes value is impaired due to current valuation being too high or lack of recent up round. “Platforms” refer to unicorns Coatue views as the next wave of “IPO ready” software companies, that are scaled businesses and 
that are large in terms of revenue with at least $300M ARR. “Massive Middle” refers to companies Coatue considers to be exist ing or potential leaders, generally with, in Coatue’s opinion, strong teams, strong unit 
economics and rapid scaling. Categorization of a particular company is subject to change at any time. There is no assurance that Coatue will be able to capitalize on these opportunities or that any Coatue fund or investment 
will be successful or avoid losses. See Appendix – Disclosures for important disclosures.

Platform Market Cap

78%

17%

5%Underperforming
452 companies

“Massive Middle”
306 companies

Concentrated market 

cap within Platforms

Platforms
17 companies

All are Coatue portfolio companies

A few Platforms capture most of the value
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193
Coatue opinion and analysis as of February 2026. Past performance is not indicative of future results. There is no guarantee that Growth VI will invest in companies similar to those identified herein. See Appendix – 
Disclosures.

Capability Inflection

Business Model Revolution

Agents = new workforce

Vertical Breakouts

Physical AI

Models are improving at an unprecedented rate — step-change 

improvements enabling new use cases overnight across industries

Era of tokens — AI monetizes labor, not just software, unlocking a 

TAM 25x larger than SaaS

Agents are the new employees — AI is shifting from copilot to 

autonomous worker

AI-native apps are reaching scale in new vertical — legal, coding, 

healthcare

AI is escaping the screen — physical AI has reached a critical 

inflection point

Big ideas we’re excited about



New AI models are unlocking step-change growth in usage

Cumulative NPM downloads

Coatue opinion and analysis as of March 2026. Source: NPM and VS code marketplace data as of March 2026. For illustrative purposes only. Companies above included to highlight of the applicable statements or trends; 
not necessarily representative of Coatue investments. Company metrics, including financial metrics and market caps, are not a proxy for any fund investment performance, and should not be understood as such. Metrics 
are presented to illustrate macroeconomic trends only and are not intended to indicate the returns of any Coatue investment or fund. See Appendix-Disclosures for important disclosures, including regarding AI.

Cumulative VS code extension installations

Mar-25 May-25 Jul-25 Sep-25 Nov-25 Jan-26
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200M

GPT-5 Codex 

launch

7x growth in 6 

months post GPT-5 

Codex launch

70x growth in under 

a year post Sonnet & 

Opus 4 launch

Sonnet & Opus 4

launch

Sonnet 4.5

launch
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The next business model revolution: tokens

Coatue opinion and analysis as of February 2026 and subject to change. “Token” refers to a unit of AI usage/work for usage-based pricing (not a cryptocurrency or digital asset). Any market size, labor spend or adoption 
references are illustrative estimates based on assumptions and definitions that may differ from third-party sources; actual adoption and economics may be materially different. For informational purposes only and not 
investment advice. See Appendix – Disclosures.

Pay recurring fee

Tokens

Pay per unit of work

Users Software Every knowledge worker

$0.2T

$5.5T

Market Size

Examples

Labor spend is 

~25x+ larger!



AI agents are starting to go mainstream
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AI agents are entering the enterprise

Source: Bernstein, “Agentic AI - Billion AI agents & the New Tech stack” (report cited by Coatue), as available as of February 2026. Forecasts and third-party estimates are forward-looking, inherently uncertain and subject 
to change; definitions of “AI agent” and measurement approaches vary. Figures shown are illustrative and not a guarantee that adoption rates or agent counts will be achieved. For informational purposes only and not 
investment advice. See Appendix – Disclosures.

The number of agents is expected to >45x over the 
next decade 

54%

54%

48%

47%

43%

41%

41%

31%

Financial services

Tech

Manufacturing

Energy

Telecom

Consumer

Healthcare

Public 
sector

0.4

2.4

18

2025 2030 2035

18B AI agents are 

expected to be in the 

workforce by 2035

Number of AI agents, estimated (B)

>45x

We are 

here!

AI adoption across industries



Source: PitchBook and Coatue opinion and analysis as of December 2025. Logos listed above as examples of the applicable statements or trends; do not necessarily represent Coatue investments. Company metrics, 
including financial metrics, are not a proxy for any fund investment performance, and should not be understood as such. Any returns or figures are presented to illustrate macroeconomic trends only and are not intended 
to indicate the returns of any Coatue investment or fund. There is no guarantee that Coatue’s views and projections regarding the future potential of AI are accurate or that any particular Coatue investment or fund will 
benefit from the AI trend. There is no guarantee that any investments made by Coatue will have similar valuations to the companies set forth above.  See Appendix – Disclosures for important disclosures.

AI apps are reaching breakout scale

$10B+

$6B+

$5B+

AI apps represent 

~50% of value for new 

$5B+ companies

Colored Logo = AI App

Private companies that crossed $5B+ valuations in 2025
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Fixed Task Automation
No Sensors

Pre-Programmed 
Navigation / Motion

Early Visual-Language-Action 
Models Reinforcement Learning

2010s

198
Coatue opinion and analysis as of February 2026 and subject to change. Conceptual framework only; statements regarding physical AI, autonomy and timelines are forward-looking and inherently uncertain and are not 
guarantees or predictions. There is no assurance that the developments described will occur or that Coatue will invest in, or benefit from, any such trends. For informational purposes only. See Appendix – Disclosures.

Before 2010 2010 – 2020 2020 – 2025 2026+

High human input requirement and Linear 

Adoption

End-To-End Autonomy

Exponential Adoption

AGI 

 High Autonomy Generalization

Mobility

Consumer

Industrial

Defense

AI is escaping the screen

We have reached a critical inflection point in physical AI



Q&A
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Appendix – Disclosures

Purpose of Materials

• This presentation has been prepared at the specific request of the Virginia Retirement System (“VRS”) in connection with a discussion regarding Coatue’s Growth strategy and related private market trends.  Information 

herein reflects Coatue’s views as of the date of this presentation and is subject to change without notice. This presentation does not constitute investment advice, a recommendation to buy or sell any security, or an 

offer to buy or solicitation to sell an interest in any Coatue product. Recipient is a governmental/public pension entity; this material may be subject to public records laws and disclosed in accordance with applicable law.

• Although Coatue believes that the data expressed in this presentation is accurate and reasonable, actual results could differ materially from those projected or assumed, and such projections are subject to change, and  

inherent risks and uncertainties. Neither Coatue nor its affiliates or advisors guarantees the accuracy or completeness of the information herein. Accordingly, neither Coatue nor any of its affiliates, advisors or employees 

shall be liable to you or anyone else for any loss or damages from use of the information contained in this presentation.

Investment Strategy

• Coatue’s Growth Fund VI has not launched and may never launch. Coatue makes no guarantees regarding the terms of the strategy; please see offering documents which will determine the final fund terms.

• The performance information referenced herein reflects the returns and metrics from previous Coatue Growth Funds, separate investment vehicles managed by Coatue, which employ investment strategies that are 

substantially similar to the strategy that is expected to be pursued by Growth Fund VI. Growth Fund VI will not necessarily participate in the same investments made by Growth Funds I through V-B, and the performance 

information herein is not indicative of the future results of Growth Fund VI. Differences between the funds, which may include, but are not limited to, portfolio composition, construction, investment size, liquidity profile, 

fee structure, expenses, market conditions, and timing of investment decisions may result in materially different performance outcomes.

• The performance information herein shown is provided solely for illustrative purposes to demonstrate Coatue's experience managing a substantially similar investment strategy. Investors should not assume that they will 

experience returns, if any, comparable to those presented.  See below for additional information regarding return calculations for Growth Funds I through V-B. 

• This presentation includes a description of certain investment objectives and guidelines employed by Coatue. There can be no assurance that investment objectives will be achieved

• Investment guidelines may change at the discretion of Coatue.

Forward-Looking Statements

• This presentation contains forecasts, projections and other forward-looking statements, including (but not limited to) the occurrence or outcome of anticipated events, estimates, price targets, exposure limits and 

performance returns.  Due to various risks and uncertainties, actual events, results or performance of Coatue and/or its portfolio companies may differ materially from those reflected or contemplated in such forward-

looking statements. There is no guarantee that such forecasts, projections or forward-looking statements will be realized and therefore investors should not rely on such statements in making an investment decision.

• Projections are forward-looking statements and actual results may differ materially from those presented herein. Projections are inherently unreliable as they are based on estimates and assumptions about events and 

conditions that have not yet occurred and any of which may prove to be incorrect. No assurance, representation or warranty is made that any of the projections will occur. Coatue makes no assurance, representation or 

warranty as to the accuracy or reasonableness of the projections or estimates.

• Forward-looking statements are inherently uncertain, particularly in emerging areas such as artificial intelligence and private market valuations. Public market conditions, liquidity cycles, regulatory developments and 

geopolitical events may materially impact outcomes.

Due Diligence

• Before making investments, Coatue intends to conduct due diligence that it deems reasonable and appropriate based on the facts and circumstances applicable to each investment. When conducting due diligence and 

making an assessment regarding an investment, Coatue will rely on resources available to it, including information provided by the target of the investment and, in some circumstances, third party investigations and 

other investors in the target company. The due diligence process may at times be subjective with respect to newly organized companies for which only limited information is available. Accordingly, there can be no 

assurance that the due diligence investigation that Coatue will carry out with respect to any investment opportunity, or any diligence materials that Coatue may share will reveal or highlight all relevant facts that may be 

necessary or helpful in evaluating such investment opportunity. Further, there can be no assurance that such an investigation will result in an investment being successful. Coatue may be required to undertake its 

investment analyses and decisions on an expedited basis in order to take advantage of investment opportunities. Therefore, no assurance can be given that Coatue will have knowledge of all circumstances that may 

adversely affect an investment.  Investors are responsible for conducting, and encouraged to conduct, their own diligence regarding any potential investment in a Coatue fund.
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General Disclosures Regarding Funds and Return Information

• Past performance is not indicative or a guarantee of future results. No representation is made that any Coatue portfolio will or is likely to achieve profits or losses similar to those shown herein. The investment return and 

principal value of an investment will fluctuate and, as a result, at the time of redemption or final distribution may be worth more or less than the original principal invested.

• The return information presented herein is based in part on valuations of unrealized investments, including unrealized private investments. Underlying private company metrics and other portfolio company information is 

generally derived from Coatue portfolio companies and have not been independently verified or audited by Coatue.  Coatue makes no representation as to (i) the accuracy or reliability of any estimates or projections, (ii) 

the reasonableness of applicable assumptions and comprehensiveness of available inputs or (iii) the effectiveness or reliability of calculation methodologies.  Numerous factors affect the performance of any investment.

• Valuations of Coatue’s private investments  change based on additional information about which Coatue may become aware and should not be relied upon in making any investment decisions. Please contact Coatue for 

additional or updated information.

• Certain private investments have yet to be realized and may never be realized.

Calculations

• Unless otherwise noted, all figures and calculations are estimated and rounded for ease of reference.  All figures and calculations provided herein are for informational purposes only and are computed by Coatue.  The 

figures and calculations have not been audited by any independent third party.  Any data discussed herein is not intended to predict, target or guarantee a return, investment or trading decisions that has been or will be 

made by Coatue in the future.  There is no guarantee that investment objectives will be met.

Portfolio Company Metrics

• Individual portfolio company metrics are provided as of the dates indicated. Portfolio company metrics and other portfolio company information is generally derived from Coatue portfolio companies and not been 

independently verified or audited by Coatue.  Company information herein, including but not limited to information related to sales, revenue, costs, margins, cash positions, burn rates, usage rates or other performance 

indicators, has been computed and provided by portfolio company management, has not been independently verified by Coatue or any third party, and is provided for informational purposes only.

• Company metrics, including financial metrics, are not a proxy for the fund’s investment performance, and should not be understood as such.  There is no guarantee that achievement of certain financial metrics, 

including changes in revenue, will result in positive investment performance.  Estimates, projections and/or financial models cannot always factor in all potential factors relevant to a company’s  performance.  

Unforeseen or unaccounted for events could materially impact a company’s performance and/or valuation—in such an event, projections could be materially altered. Prospective investors should not rely upon models 

and estimates in making an investment decision.  Certain estimates or projections have been provided by the company or are primarily sourced from the Company.  Coatue makes no representation as to (i) the 

accuracy or reliability of any estimates or projections, (ii) the reasonableness of applicable assumptions and comprehensiveness of available inputs or (iii) the effectiveness or reliability of calculation methodologies.  

Numerous factors affect the performance of any investment.

Other Third-Party Information

• This presentation also includes information and data derived from other third parties, which has not been independently verified or audited by Coatue.  While we believe the sources providing information are generally 

reliable, Coatue cannot guarantee the accuracy or completeness of this information.

• Market data and industry information used throughout this presentation is based on market and industry data and forecasts that Coatue has derived from publicly available information, various industry publications, 

other published industry sources and Coatue's knowledge of the industry and the good faith estimates of Coatue management. Coatue also relied, to the extent available, upon our review of independent industry 

surveys and publications, and other publicly available information prepared by a number of sources. All of the market data and industry information used herein involves a number of assumptions and limitations, and you 

are cautioned not to give undue weight to such estimates.

Valuation Information

• Valuations of Coatue’s private investments are provided for informational purposes only and computed by Coatue. Valuations are calculated in accordance with Coatue’s internal valuations policy and may change 

based on additional information about which Coatue may become aware. The returns have not been audited by any independent third party. 

• Coatue’s internal valuations should not be relied upon in making any investment decisions. 

• Many of Coatue’s private investments have yet to be realized and may never be realized. 

• Please contact Coatue for additional or updated information.

Appendix – Disclosures
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Growth Fund Returns 
Fund-Level Performance Information 

o Fund-level IRR / MOIC figures are calculated as of December 31, 2025 unless otherwise noted. Performance information is unaudited and provided for informational purposes only:
o Growth Fund I figures reflect the deduction of actual management fees, incentive allocation, and expenses. Growth I had a hybrid structure; i.e., capital was invested in public assets and subsequently drawn as 

needed for Growth I's investments in private companies. Estimates presented herein do not include performance of Growth I’s investments in public assets. Returns of an actual investor in Growth I will be 
different from the private investment performance information contained herein.

o For Growth Funds II–V, gross IRR/MOIC figures do not reflect the deduction of any management fees, incentive allocation/carried interest or expenses. Net IRR/MOIC figures reflect deductions for management
fees, incentive allocation/carried interest and expenses based on a representative investor subject to a 2% management fee and 20% incentive allocation that invested as of the initial closing (highest fee-
paying share class). Unless otherwise noted, gross and net IRR/MOIC figures are calculated using fund-level cash flows (capital calls and distributions) and therefore reflect the impact of the funds’ subscription
credit facility/line of credit (to the extent utilized). Representative investor returns reflect the impact of the subscription credit facility, which shortens the period between capital calls and investments. As a result,
representative investor net IRR may be higher, and may be materially higher, than asset-level net IRR calculated using the dates of portfolio investments and realizations (which is not shown unless otherwise
indicated). Returns of an actual investor in the funds may be different from the information contained herein.

o For Growth Fund V-B, Gross IRR/MOIC figures do not reflect the deduction of any management fees, incentive allocation or expenses. Net “asset" IRR/MOIC figures are calculated on a cumulative basis at the 
fund-level, which reflects only deductions for the actual management fee and carried interest of the Fund. Fund-level “asset” IRR figures are calculated based on the dates of portfolio investments and 
realizations and do not reflect the impact of the Fund’s line of credit. As Growth Fund V-B was an annex fund to Growth Fund V, and Growth V investors contributed almost all of the capital commitments for 
Growth Fund V-B, the LPs who committed capital to both funds received special fee terms, including for many investors, netting for purposes of carried interest calculations and, in many instances, zero 
management fees. As a result, fund-level net “asset" performance after deduction of actual management fees and carried interest is significantly higher than the performance results of a fee-paying investor, 
and does not reflect the experience of any investor in the fund. 

o For completeness, "Growth V-B Only Investor” net “asset" IRR/MOIC figures, which reflect deductions for management fees, carried interest and expenses based on the fees charged to a Growth Fund V-B only 
investor (i.e., a 1.5% management fee and 20% carried interest) that invested as of the initial closing, would be as follows: 48% net IRR and 1.5x net MOIC. "Growth V-B Only Investor” net “asset” IRR figures 
are calculated based on the dates of portfolio investments and realizations and do not reflect the impact of the Fund’s line of credit. Returns of an actual investor in Growth V-B may be different from the 
information contained herein. 

o Investment-Level Performance Information 

o Gross IRR/MOIC figures for individual investments are calculated as of December 31, 2025 and do not reflect the deduction of any management fees, incentive allocation or expenses
o Fund-level and investment-level gross and net IRRs for private equity-oriented strategies are considered not meaningful within the first year from the initial capital call and are marked “N.M.”, as applicable. 
o Gross IRR figures are only shown for fully realized investments, and as such, are calculated based on realization date.

• “Unrealized Value” represents the determination by Coatue of the unrealized value, through the date of this report, of the portfolio company, or of all portfolio company investments made by the Fund based on Coatue’s 
valuation policy. The valuations are unaudited, internal estimates prepared by Coatue determined in accordance with its valuation policies and procedures. 

• “Realized Proceeds” represents the sum of gross proceeds generated through the date of this report from the disposition of investments and other sources (including cash dividends, interest, ordinary income, capital 
gains and return of capital) in aggregate for the portfolio company referenced, or in the aggregate from all investments made in the time period including amounts distributed to Coatue. 

• Distributed to Paid-In Capital (“DPI”):
o Growth Fund I DPI represents the amount of cumulative distributions relative to contributed capital and is calculated utilizing actual fund-level distributions net of incentive fees and the cost basis of the private 

portfolio.
o Growth Funds II, III, and IV DPI represents the amount of cumulative distributions relative to contributed capital and is calculated for a representative investor subject to a 2% management fee and 20% incentive 

allocation that invested as of the initial closing.

Hypothetical Performance

o Combined Growth V & V-B performance included herein does not represent performance achieved by any investor in a fund managed by Coatue.  In general, hypothetical performance results such as those set 

forth herein have certain inherent limitations.  Unlike an actual performance record, simulated results do not represent actual trading and accordingly, the results may have under- or over-compensated for the 

impact, if any, of certain factors.  No hypothetical trading record can completely account for the impact of financial risk in actual trading.  There are frequently sharp differences between the hypothetical performance 

results and the results subsequently achieved by any particular trading or investment program.  No representation is being made that a portfolio managed by Coatue in accordance with the parameters of a 

combined Growth V & V-B portfolio would achieve profits or losses similar to those set forth herein.  Coatue does not represent that the hypothetical performance results are similar to what the performance would 

have been had Coatue actually been managing a fund in this manner.

References to Companies and Trends

• The companies referenced herein are included for informational purposes only.  The information herein does not constitute investment advice or a recommendation to buy or sell any securities.  The companies do not 

necessarily represent stocks or investments that Coatue owned or owns.  Companies discussed in these slides and throughout are historical or illustrative examples, and there are no guarantees that Coatue will invest 

in similar companies in the future.  In addition, the trends identified and discussed in this presentation reflect the opinions of Coatue.  The trends discussed do not reflect the entire universe and could be impacted by 

market factors, changes in laws and other factors.

• No third-party firm or company names, brands or logos used in this presentation are Coatue’s trademarks or registered trademarks, and they remain the property of their respective holders and not Coatue. The 

inclusion of any third-party firm and/or company names, brands and/or logos does not imply any affiliation with these firms or companies.  None of these firms or companies has endorsed the investment opportunity 

described herein, Coatue, any affiliates of Coatue, or Coatue’s personnel.

Appendix – Disclosures
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Appendix – Disclosures

Artificial Intelligence (AI)

• This presentation contains forward-looking predictions regarding AI and its potential impacts and opportunities, all of which are subject to a number of factors and uncertainties. Any characterization of AI herein is the 

opinion of Coatue and is subject to change. Given that AI is an emerging technology, assessing the future trajectory of the AI industry is inherently challenging, and Coatue’s views on its success or failure can be 

subjective and based on incomplete information, limited perspectives, or speculative assumptions. See also the disclosures regarding forward-looking statements.

• Risks of AI Investments and Coatue’s AI Thesis:

• Coatue may invest in companies that (i) design, create, integrate, or deliver autonomous technology and/or AI in the form of products, software, or systems; (ii) develop underlying technology and components for 

autonomous technology or AI, which may include (without limitation) advanced machinery, semiconductors, databases and software used for machine learning; (iii) provide value-added services on top of autonomous 

technology and/or AI technology; (iv) develop computer, robotics or other technological systems that are able to perform tasks that normally require human intelligence, such as visual perception, speech recognition, 

decision-making, and translation between languages; and/or (v) companies that may directly or indirectly otherwise benefit from AI tailwinds, including, without limitation, data center operators, data center infrastructure 

providers, cloud service providers and power providers (collectively, “AI Companies”).

• AI is an emerging technology and, as a result, is subject to a higher level of risk and uncertainty than more established industries/sectors. The AI Companies, including potential Coatue investments, could be adversely 

affected if AI adoption is slower, more limited or less successful than anticipated. Risks to the extent, pace and success of AI adoption include, but are not limited to the following:

• The legal and regulatory landscape surrounding AI technologies is rapidly evolving and uncertain, including in the areas of intellectual property, cybersecurity, privacy and data protection. For example, there is 

uncertainty around the validity and enforceability of intellectual property rights related to the use, development, and deployment of AI. Compliance with new or changing laws, regulations or industry standards relating to 

AI may impose significant operational costs on AI Companies and may limit the extent, pace and success of AI adoption more generally. Failure to appropriately respond to this evolving landscape also may result in legal 

liability, regulatory action, or brand and reputational harm and have a material adverse effect on particular AI Companies in which Coatue may invest.

• AI is typically resource-intensive, and significant investments are generally required to build, train, incorporate, run, utilize and enhance AI models and other AI technologies. The pace, extent and success of AI adoption 

will depend in part on the availability and cost of the resources necessary to build, train, incorporate, run, utilize and enhance AI models and other AI technologies, including, without limitation, semi-conductors and other 

server components, data center capacity and other data center related resources, including power and cooling. The pace, extent and success of AI adoption, as well as the performance of particular AI Companies in 

which Coatue may invest, may be adversely affected if there are supply shortages, supply chain delays or other supply chain disruptions related to such resources. Conversely, certain AI Companies have in the past 

benefited, and may in the future benefit, from the limited supply of certain AI-related resources, including, without limitation, semi-conductors and other server components, data center capacity and other data center 

related resources, including power and cooling. To the extent that the supply of such resources increases in the future, such supply increases could adversely affect such AI Companies, including by reducing pricing 

power and increasing potential competition.

• The pace, extent and success of AI Adoption is also reliant on the end-user demand of products and services in various industries that may in part utilize AI. The development, adoption, and use of AI technologies are 

still in their early stages and ineffective or inadequate AI development or deployment practices could reduce demand for AI technologies. For example, demand for AI technologies (as well as demand for the products 

and services offered by particular AI Companies) could be adversely affected if AI Companies are perceived to engage in practices or offer products that are controversial because of their purported or real impact on 

human, intellectual property, privacy, employment or other rights; because they cause other types of social or economic harm; or because they have higher than expected error, failure or hallucination rates. Demand for 

AI technologies will also depend on a number of other factors including, without limitation, the ability of AI Companies to produce AI-related products and services that create demonstrable efficiencies and cost-savings 

for their end-users; and the ability of end-users to make substantial investments in AI technologies.
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• Inherent Risk: Investments in companies at various stages in their development involve a high degree of inherent business and financial risk. Investing in these companies can be speculative and may result in investors 

losing all or a substantial amount of their investment due to reasons including, but not limited to, poor performance of underlying assets, change in market, use of leverage, volatility of returns. Additional risk factors 

below. 

• Lack of Control; Reliance on Fund Manager: Coatue has total authority over the portfolio, which may lead to higher risk.  Alternatively, Coatue may not have the ability to exercise adequate control or seek adequate 

protections when taking minority positions in private companies, which may also incur risk.

• Fees and Expenses: An investment in a Fund is subject to substantial fees and expenses, including management fees and performance-based fees. 

• Reliance on Projections: There can be no assurance that the results set forth in the projections will be attained, and actual results may be significantly different from the projections. Projected operating results of a 

company in which Coatue invests will be based primarily on financial projections prepared by such company’s management. In all cases, projections are only estimates of future results that are based upon assumptions 

made at the time the projections are developed Also, general economic factors, which are not predictable, can have a material effect on the reliability of projections.

• Need for Additional Capital: Companies with limited operating history may require substantial additional capital to support expansion or to achieve or maintain a competitive position, may produce substantial variations 

in operating results from period to period or may operate at a loss.

• Shift in Market Share: There can be no assurance that a company which has significant market share will be able to protect that market share as competitors develop technologies or interfaces that are substantially 

equivalent or superior to the technology of a company in which Coatue invests. Additionally, consumer tastes and preferences can change very quickly with the result that a company’s market share may decrease 

rapidly if consumer focus shifts to its competitors.

• Change in Market Conditions: Investments in the securities of high growth companies may be very volatile. In addition, these companies may face undeveloped or limited markets, have limited products, have no 

proven profit-making history, may operate at a loss or with substantial variations in operating results from period to period, have limited access to capital and/or be in the developmental stages of their businesses, have 

limited ability to protect their rights to certain patents, copyrights, trademarks and other trade secrets, or be otherwise adversely affected by the extremely competitive markets in which many of their competitors 

operate.

• Lack of Foreign Regulation: Coatue invests in certain companies based in foreign countries and that may not offer the same regulatory and legal protections as investments in the United States.

• Liquidity Limitations: Fund interests  significant limitations on liquidity since withdrawals are permitted only as set forth in the Fund documents and investors may be required to bear the risk of an investment for an 

indefinite period of time.  There may be no secondary market for fund interests. Transfers of interests  significant limitations. 

• TMT Sector Risks: Technology investments entail particular risks that investors should be aware of including, without limitation, higher than typical research and development costs, above-average price and valuation 

movement, the risk that new products will not be commercially accepted, and the risk that existing products will be disrupted by technological change.  Additionally, risk arises from the fact that certain funds’ 

investments are concentrated in the TMT sector.

• Limited Operating History: The success of investments will depend on a variety of factors, including the performance of company management, the performance of competitors (both public and private); the availability 

of the IPO and M&A markets, macroeconomic conditions and the strength of the relevant market/customer base. 

• Concentrated Exposure: The Fund will have significant exposure to and invest in private companies across a variety of industry sectors but focuses primarily on technology companies, which may include micro- and/or 

smaller-capitalization companies. These early-stage companies represent highly speculative investments. Concentration in a specific area can inherently lead to increased volatility. 

• Past Performance: Past performance is not indicative or a guarantee of future results. No representation is made that the portfolio or any investment will or is likely to achieve profits or losses similar to those shown 

herein. The investment return and principal value of an investment will fluctuate and, as a result, at the time of redemption may be worth more or less than the original principal invested.

• Please see the applicable PPMs / CPOMs for a more comprehensive list of specific risks.

Appendix – General Risks
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Guest Speaker: Power Markets
Darpan Kapadia | LS Power

Darpan Kapadia joined LS Power in 2004 and serves as its Chief Operating 
Officer and a member of the Firm’s Management and Investment Committee, 
overseeing one of the largest power generation, transmission, and energy 
infrastructure companies in the United States. Previously, Darpan was a Vice 
President in the Investment Management Division at Goldman, Sachs & Co. and 
a Senior Consultant with PricewaterhouseCoopers LLP.

Darpan received a B.A. in Economics with Phi Beta Kappa honors from the 
College of William and Mary and an M.B.A. with highest distinction from the 
Kellogg Graduate School of Management at Northwestern University.

Darpan is a member of the investment committees of Edge Principal Advisors, 
Verance Capital, and Marmora Capital, three LS Power affiliated companies that 
invest across real estate, sports, media, and alternative investments. He also 
serves on the board of directors for electric vehicle charging company EVgo Inc., 
renewables and battery storage platform REV Renewables LLC, independent 
power producer Lightning Power LLC, and global risk management advisory firm 
K2 Integrity Inc. Additionally, Darpan is the Vice Chairman of the William and 
Mary Foundation Board of Trustees and a member of the Kellogg Private Equity 
Advisory Council. Furthermore, Darpan serves as a member of the Board of 
Leaders at the University of Southern California’s Marshall School of Business 
and the USC Marshall Business of Energy Initiative Advisory Council.
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Industry-Leading Investor, Developer and Operator
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Operating History

>780 Miles
High voltage 
transmission developed 
and built

7
Transmission 
Projects, 
21 total projects

Nation Leading Energy 
Infrastructure 
Platforms
Operating  History

Professionals

>4008
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Alaska

Hawaii

OTHER

Transmission

POWER GEN & STORAGE

Platform Companies
Renewable Fuels

Hydro
Wind
Coal

Battery Energy Storage
SolarGas 
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1990/2005 2005 2008 2016 2018 2020 2020

One of the first utility- 
scale private 
developers of efficient 
cogeneration facilities 
following US power 
market deregulation

Development of gas 
generation projects 
continued until 2011

LS Power Equity 
Advisors launched in 
2005 to invest in 
existing power 
generation projects

Gas-fired generation 
supports greater 
adoption of renewables 
as well as grid reliability 
and affordability

Twenty-one awards 
and projects, including 
7 transmission utilities, 
across 5 RTO/ISOs and 
9 states:

• CA: 6 projects

• DE/NJ: 2 projects

• IN/KY: 3 projects

• TX: 5 projects

• NY: 1 project

• NV/ID: 4 projects

Leading national 
private transmission 
owner with 780+ miles 
of high-voltage 
transmission 
completed, and 
another 375+ miles and 
multiple substations in 
development

Pioneered private 
investment in utility- 
scale renewables

Began with solar 
projects (438 MWdc) 
developed, financed, 
constructed, and 
operated:

• AVSE II

• Centinela

• Dover SUNPark

Effort continues today 
with utility-scale solar, 
wind, and hydro 
exposure through our 
investment funds

LS Power platforms:

• Clearlight Energy

• REV Renewables

Among the first to 
privately develop and 
invest in standalone 
battery storage at 
utility- scale:

• Vista (2018)

• Gateway (2020)

• Diablo (2022)

• LeConte (2022)

These projects include 
some of the largest 
facilities of  their kind 
in the world

Extensive grid-scale 
storage development 
and operations 
continues through our 
investment funds

Significant fund 
investment in 
distributed energy and 
energy efficiency 
businesses:

• CPower Energy (2018, 
Distributed Energy 
Resource 
management 
platform)

• Craft Work Capital 
Investments (2022, 
Energy Efficiency 
upgrades for 
mechanical & 
electrical systems)

• Opterra Energy 
Services (2025, Energy 
as a Service Company 
serving Municipalities, 
Schools, States and 
Federal Agencies)

Significant fund 
investment in the 
electrification of 
transportation:

• EVgo (2020, Electric 
Vehicle Charging 
Infrastructure)

EVgo operates one of 
the largest public fast 
charging platform in 
the U.S., with 1.5+ 
million customers and 
1,100+ stations in 65+ 
metro markets

Significant fund 
investment in 
renewable fuel 
development and 
operations:

• The Landfill Group 
(2020, Waste-to- 
Renewable energy)

• Clean Hydrogen Fuels 
(2023, JV with 
Monarch Energy)

Pioneer in Power and Energy Infrastructure

Natural Gas 
Generation

Transmission
Utility-Scale 
Renewables

Utility-Scale 
Battery Storage

Distributed Energy 
Resources / Energy 

Efficiency

Electrification 
Infrastructure

Renewable 
Fuels

Track record of investing in new markets, asset classes, and technologies, and commercializing novel financing 
structures and contractual frameworks

Investments and projects listed are generally representative of LS Power throughout its history and are not complete nor available to all investors. Investments or projects that represent less than 1% of LS
Power’s total portfolio since inception such as coal or strategic corporate investments are excluded. A complete list of investments held in LS Power’s flagship investment funds is available upon request.
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Record Increases In Projected Power Demand Driven By Multiple Sources 

Source: S&P Global, EIA, BloombergNEF, WoodMac, FERC, GridStrategies, NREL, Rystad Energy, American Public Power Association.
1. Represents 3-4% CAGR.
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• Projected U.S. load growth rate has reached its highest levels in 
50 years, with long-term growth expected to continue to rise

o Data center demand is a key driver of expected load growth, 
but it is only one of several factors contributing to the overall 
sector trend

• Resource adequacy challenges particularly concentrated in 
leading competitive power markets such as PJM (Mid Atlantic) 
and ERCOT (Texas), which creates unique opportunities for 
independent power producers in these markets

U.S. Load Growth (TWh)

3,500

4,000

4,500

5,000

2010A 2015A 2020A 2025E 2030E

Total Projected Growth: + 1,000 TWh, 
equal to ~26% Total Growth Through 20301

After 20+ years of 

near zero load growth

Historical Broker / Analyst Projections (Avg.)
AI / Data Centers

Manufacturing 
Onshoring

Electrification
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Including Unprecedented Hyperscaler Capital Deployment

Source: Company data, Goldman Sachs Global Investment Research, Q3 2025. 
There is no guarantee these trends will continue or that the Fund will be able to take advantage of any such trends. 
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Capex from Major AI Hyperscalers ($ Billion)
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By 2030, U.S. Data Center Electricity Demand is Anticipated to Increase by 3x

Source: McKinsey & Company, September 2024 & Visual Capitalist/Global X, using IEA Forecasted Data.
There is no guarantee these trends will continue or that the Fund will be able to take advantage of any such trends. 
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Data Centers Share of Total U.S. Power Demand, 2023-2030E

The percentage of Electricity driven by 
Artificial Intelligence is currently~50% and 

projected to increase to >70% of 
data center electric demand by 2030
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Virginia has the Highest Concentration of Data Centers in the U.S.,
With More Underway
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Data Centers Share of State Electricity Usage1

1. Electric Power Research Institute and Visual Capitalist,  November 2024.
2. iData: American Edge Project and Technology Councils of North America; Map: Axios Visuals, October 2025.
There is no guarantee these trends will continue or that the Fund will be able to take advantage of any such trends.

Current and Planned Data Centers2

VA manages ~70% of global internet traffic, 
with data center share of state electricity 

already +5x from 2010 levels

VA already has 663 operational data centers 
and 595 more under construction or planned 

— the most in the U.S. 
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U.S. Generation Capacity Net Annual Additions

Requires Firm Resources, At Odds With Intermittent New Supply

Source: EIA, Velocity Suite. 
There is no guarantee these trends will continue or that the Fund will be able to take advantage of any such trends.  

• U.S. electricity sector has made significant 
progress toward decarbonization in the last 
10-15 years

• Substantial and growing deployment 
of renewables U.S. wide with 
relatively few new fossil additions

• Share of renewables generation has 
more than doubled since 2010

• Transition from coal to gas has 
further reduced emissions intensity 
of generation

• However, the system now requires new firm 
capacity

• Renewables do not meet firm 
capacity needs of a system adding 
substantial 24x7 demand

• Pace of load growth substantially 
exceeds the pace of firm supply 
addition

• Reliability challenges are becoming 
acute in some markets

• Constraints leading to higher market prices
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Tightening Market Driving Higher Energy and Capacity Prices

1. U.S. Energy Information Administration, January 2025
2. PJM 2027/28 Base Residual Report Auction Result, December 2025
There is no guarantee these trends will continue or that the Fund will be able to take advantage of any such trends.
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U.S. Load Annual Average U.S. Wholesale Electricity 
Prices at Select Hubs, 2024-2025 ($/MWh) (TWh)1

PJM Market Base Residual Action,  
2017/18-2027/28 ($/MW-Day)2

Three consecutive record price clears for PJM Market 
(11.5x higher than the 2024/25 delivery year clear, with an associated drop 

in reserve margin to 14.8%, well below their 20% reliability target)

General Trend of Escalating Electricity Prices Across the U.S. 
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Barriers to Entry Constrain New Supply and Create Incumbency Advantage

Today 2030 2035 2040+

Source: NERC, Brattle Group
P. 218

• New gas generation projects started today are unlikely to be online until the early 2030s

• Interconnection queues are severely congested

• Supply chain challenges, permitting processes, and labor availability have all become constraints

• Gas turbine availability is limited, with supply from most major manufacturers highly constrained over the next several years

• Creates a rising price environment attractive for incumbent owners of high-value generation

Interconnection Queue by Region (GW) Expected Deployment Timelines by Generation Type
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Source: PJM, VEPCO, Company materials
1. 2017 capital cost estimates from 2017 VEPCO IRP.  2024 capital costs are RER estimates
2. Handy-Whitman index tracks the cost of electric utility construction
3. NEMA Grid Reliability Study, January 2025
4. IEA Report “Building the Future Transmission Grid, Strategies to navigate supply chain challenges,” February 2025
5. Lazard COE+ 202 & 2025; NREL ATB; EI AEO2025 LCOE Report. 

Cost of New-Build Firm Resources is High and Continues to Rise

P. 219

• Cost of new-build CT and CCGT has increased 
significantly in the last 5-10 years

o Supply chain constraints for critical 
equipment such as gas turbines 

o Transmission bottlenecks, as interconnection 
queue volumes exceed existing installed 
capacity by more than 2x in ERCOT and MISO 
and approximately 1.5x in PJM3

o Greater component costs, including power 
transformer prices +75% since 2019 and cable 
costs near double4

o Stricter environmental and regulatory 
requirements

o Rising costs of key commodities, driven in 
part by trade and tariff issues

o Labor shortages and wage inflation

• Cost escalation likely to continue in the mid-term

Overnight Capital Cost, 2017 vs. 20251,2 ($/kW) 

Renewable Generation Capital Cost, 2020 vs 20255 ($/MWh)
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Spurring Substantial Increase in Transaction Activity

Source: Enverus Intelligence utilizing proprietary data and information from CEG and other IPP earnings calls, October 2025.
There is no guarantee these trends will continue or that the Fund will be able to take advantage of any such trends.
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Enverus Intelligence Analysis of Capital Costs of New Gas Plants and Transaction Activity 

Active Gas Generation Buying by Utilities has Nearly Tripled Transaction Activity Since 2023 
(spurred by desire to speed time to market amid substantially increased new build costs and delays)
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Margin Dispersion Necessitates Discerning Approach

Source: Capital IQ and internal analysis based on 26/27 energy margins, class ratings and capacity margins.
P. 221

Significant variation in gross energy margins exists across PJM CCGT assets, with some units earning below $10/kW-month while others 
exceed $20/kW-month, despite operating within the same market given variances in operating profiles, access to gas and transmission 
constraints
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Renewables Challenged by Federal Policy / Supported by States

1. Berkeley Lab. 2025 RPS/CES status update.
Sources: Company disclosures and LS Power projections and analysis.
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• OBBBA shortens runway/increases costs for renewables

• Beyond grappling with Supply Chain Delays and Skilled Labor 
Shortages, Developers are now facing earlier phase out of Solar and 
Wind Investment/Production Tax Credit phase out for projects 
placed in service (PIS) after 12/31/27

• Safe harbor from PIS requirement is possible for projects that start 
construction before 7/4/2026

• Battery storage, nuclear & geothermal retain tax credit

• New FEOC requirements are in place for all projects that start 
construction after 12/31/25 

• Additionally burdened by uncertainty for federal permitting and tariffs

• Dept. of Interior imposed heightened review process for wind and 
solar projects that requires ultimate Secretary approval

• High tariff rates targeting major equipment export countries (China, 
Korea, etc.) impact solar, wind, and storage

• However, State-level Renewable Portfolio Standards commitment 
continues, with aggregate demand anticipated to more than double 
from ~450 TWh in 2024 to ~930 TWh in 20501
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As Hyperscalers Remain Committed to Long-Term Decarbonization

“For the fifth year in a row, we’re the largest corporate purchaser of renewable energy 
globally, according to Bloomberg NEF, and have supported more than 600 wind and solar 
projects to date.” 

–Amazon Sustainability Report, January 2025

“There are now 17.8 gigawatts of renewable electricity online in Apple’s global supply 
chain, thanks to the company’s long-standing collaboration with suppliers to 
transition to 100% renewable energy for their Apple production by 2030.” 

–Apple Earth Day Report, April 2025

“As we continue to progress towards our goal to operate every Google campus on clean 
electricity every hour of every day by 2030, we are always looking for opportunities to 
accelerate the delivery of new clean power to the grid.” 

–Amanda Peterson Corio, Global Head of Data Center Energy, Oct. 2024
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“We remain resolute in our commitment not only to meeting our climate goals but also 
to empowering others with the technology they need to build a more sustainable 
future.” 

–Brad Smith, Vice Chair, May 2025
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Power Demand High, Renewable PPA Prices Rising

Source: LS Power projections and analysis.
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Anticipated 40% Avg. Increase in PPA Pricing for Solar

Current Market Post-OBBB Trend

Market
Capex 

($/WDC)
Capacity 

Factor (DC)
PPA 

($/MWh)
Capex 

($/WDC)
Required PPA 

($/MWh)

ERCOT $1.25 - $1.60 20% - 24% $40 - $55 $1.15 - $1.55 $70 - $85

SPP $1.30 - $1.65 19% - 23% $55 - $65 $1.20 - $1.60 $80 - $95

CAISO $1.50 - $1.85 20% - 24% $55 - $65 $1.40 - $1.80 $85 - $100

MISO $1.35 - $1.70 16% - 20% $60 - $70 $1.25 - $1.65 $90 - $105

PJM $1.45 - $1.80 16% - 20% $75 - $85 $1.35 - $1.75 $100 - $115

ISO-NE $1.55 - $1.90 15% - 19% $105 - $115 $1.45 - $1.85 $125 - $140

NYISO $1.50 - $1.85 14% - 18% $110 - $120 $1.40 - $1.80 $130 - $145

Anticipated 40-50% Avg. Increase in PPA Pricing for Onshore Wind

Current Market Post-OBBB Trend

Market
Capex 
($/W)

Capacity 
Factor

PPA 
($/MWh)

Capex 
($/W)

Required PPA 
($/MWh)

ERCOT $1.50 - $2.50 38% - 48% $45 - $65 $1.40 - $2.40 $65 - $85

SPP $1.50 - $2.50 40% - 50% $35 - $55 $1.40 - $2.40 $55 - $75

CAISO $1.70 - $2.80 28% - 37% $55 - $75 $1.60 - $2.70 $85 - $105

MISO $2.00 - $3.00 35% - 42% $45 - $65 $1.90 - $2.90 $90 - $110

PJM $1.90 - $2.90 30% - 35% $65 - $85 $1.80 - $2.80 $110 - $130

ISO-NE $2.10 - $3.10 28% - 38% $85 - $105 $2.00 - $3.00 $120 - $140

NYISO $2.00 - $3.00 28% - 34% $85 - $105 $1.90 - $2.90 $120 - $140

Solar PPA Pricing Onshore Wind PPA Pricing
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A ‘More of Everything’ Approach is Needed To Meet The Moment
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Require Multiple SolutionsPower Market Challenges…

Reliability

Affordability

Sustainability

• Decreasing resource adequacy 
from fossil retirements

• Delayed transmission expansion 
and upgrades

• Extreme weather events stressing 
grid stability

• Escalating energy generation and 
delivery costs

• Rising energy market volatility

• Capacity market uncertainties

• State and regulatory push for 
deeper decarbonization

• Corporate interest in clean energy 
procurement

• Public and investor pressure for 
emissions reduction

Clean Baseload Thermal

Peakers, Pumped 
Storage, Batteries

Solar and Wind

• Critical for basic system 
reliability as load grows

• Increasingly clean with new 
forms of emissions control

• Critical for responding to 
peak load conditions

• Integrates intermittent 
renewables

• Critical for decarbonizing 
generation

• May also reduce cost to the 
ratepayer
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Notice of Confidentiality and Disclosures
THIS PRIVATE AND CONFIDENTIAL PRESENTATION (THIS “PRESENTATION”) IS BEING FURNISHED TO YOU ON A CONFIDENTIAL BASIS TO PROVIDE INFORMATION REGARDING YOUR POSSIBLE INVESTMENT IN ONE OF MORE PRIVATE FUNDS (EACH A “FUND”) 
TO BE ESTABLISHED AND MANAGED BY LS POWER EQUITY ADVISORS, LLC AND/OR ITS AFFILIATES (COLLECTIVELY, “LS POWER”) AND MAY NOT BE USED FOR ANY OTHER PURPOSE. THIS PRESENTATION IS NOT INTENDED AS AN OFFER TO SELL, OR 
SOLICITATION OF AN OFFER TO BUY, WITH RESPECT TO THE PURCHASE OR SALE OF ANY SECURITY AND SHOULD NOT BE RELIED UPON IN ANY MANNER AS LEGAL, TAX OR INVESTMENT ADVICE BY YOU IN EVALUATING THE MERITS OF INVESTING IN ANY 
SECURITIES. ANY OFFERING OF ANY FUND INTEREST WILL BE MADE SOLELY PURSUANT TO A CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM OR SIMILAR DISCLOSURE DOCUMENT (THE “MEMORANDUM”) AND OTHER GOVERNING AND 
SUBSCRIPTION DOCUMENTS OF THE APPLICABLE FUND, WHICH SHOULD BE READ IN THEIR ENTIRETY. THE INFORMATION CONTAINED HEREIN WILL BE SUPERSEDED BY AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE APPLICABLE MEMORANDUM, 
INCLUDING, WITHOUT LIMITATION, ADDITIONAL INFORMATION ABOUT THE INVESTMENT OBJECTIVES, TERMS AND CONDITIONS OF AN INVESTMENT IN A FUND AND WILL ALSO CONTAIN TAX INFORMATION, INFORMATION REGARDING CONFLICTS OF 
INTEREST AND RISK DISCLOSURES THAT ARE IMPORTANT TO ANY INVESTMENT DECISION REGARDING A FUND. YOU SHOULD ALSO REVIEW THE DESCRIPTION OF THE APPLICABLE FUND’S INVESTMENT STRATEGY CONTAINED IN SUCH FUND’S 
MEMORANDUM, WHICH MAY DIFFER FROM THE INVESTMENT STRATEGY OF OTHER FUNDS (INCLUDING THOSE REFERRED TO IN THIS PRESENTATION) MANAGED BY LS POWER. THE INFORMATION SET FORTH HEREIN DOES NOT PURPORT TO BE COMPLETE 
OR TO CONTAIN ALL OF THE INFORMATION THAT MAY BE REQUIRED TO EVALUATE AN INVESTMENT IN A FUND. THIS PRESENTATION IS NOT INTENDED FOR DISTRIBUTION TO, OR USE BY, ANY PERSON OR ENTITY IN ANY JURISDICTION OR COUNTRY WHERE 
SUCH DISTRIBUTION OR USE IS CONTRARY TO LOCAL LAW OR REGULATION. BY ACCEPTING THIS PRESENTATION AND ALL RELATED INFORMATION FURNISHED TO YOU (“CONFIDENTIAL INFORMATION”), YOU AGREE TO HOLD IT IN STRICT CONFIDENCE AND 
YOU AGREE NOT TO DISCLOSE THE CONFIDENTIAL INFORMATION TO ANY PERSON. ANY REPRODUCTION OR DISTRIBUTION OF THIS PRESENTATION OR ACCOMPANYING MATERIALS, IF ANY, IN WHOLE OR IN PART, OR THE DIVULGENCE OF ANY OF ITS 
CONTENTS IS PROHIBITED. EXCEPT AS OTHERWISE PROVIDED IN A WRITTEN AGREEMENT BETWEEN YOU AND LS POWER, IF YOU RECEIVE A REQUEST UNDER ANY APPLICABLE PUBLIC DISCLOSURE OR OTHER LAW, RULE OR REGULATION TO PROVIDE, COPY 
OR ALLOW INSPECTION OF THESE MATERIALS OR OTHER INFORMATION RELATING TO LS POWER, TO THE EXTENT PERMITTED BY APPLICABLE LAW, YOU AGREE TO (I) PROVIDE PROMPT NOTICE OF THE REQUEST TO LS POWER, (II) ASSERT ALL APPLICABLE 
EXEMPTIONS AVAILABLE UNDER LAW AND (III) COOPERATE WITH LS POWER TO SEEK TO PREVENT DISCLOSURE OR TO OBTAIN A PROTECTIVE ORDER OR OTHER ASSURANCE THAT THE INFORMATION REGARDING LS POWER WILL BE AFFORDED 
CONFIDENTIAL TREATMENT. YOU HEREBY ACKNOWLEDGE THAT THE CONFIDENTIAL INFORMATION MAY CONTAIN MATERIAL NON-PUBLIC INFORMATION RELATING TO PUBLICLY TRADED SECURITIES. YOU FURTHER HEREBY ACKNOWLEDGE THAT YOU ARE 
AWARE THAT THE UNITED STATES SECURITIES LAWS (INCLUDING THE SECURITIES ACT OF 1933, THE SECURITIES EXCHANGE ACT OF 1934 AND THE RULES AND REGULATIONS PROMULGATED THEREUNDER AND THE PROHIBITIONS AND LIMITATIONS 
IMPOSED UPON A RECIPIENT OF MATERIAL NON-PUBLIC INFORMATION BY SUCH ACTS, RULES AND REGULATIONS) PROHIBIT ANY PERSON WHO HAS RECEIVED ANY MATERIAL, NONPUBLIC INFORMATION (SUCH AS THE CONFIDENTIAL INFORMATION) 
FROM PURCHASING OR SELLING SECURITIES OF THE ISSUER DESCRIBED HEREIN OR FROM COMMUNICATING SUCH INFORMATION TO ANY OTHER PERSON UNDER CIRCUMSTANCES IN WHICH IT IS REASONABLY FORESEEABLE THAT SUCH PERSON IS LIKELY 
TO PURCHASE OR SELL SUCH SECURITIES. THE TERM “PERSON” AS USED IN THIS AGREEMENT SHALL BE BROADLY INTERPRETED TO INCLUDE THE MEDIA AND ANY CORPORATION, PARTNERSHIP, GROUP, INDIVIDUAL OR OTHER ENTITY. NO PERSON HAS BEEN 
AUTHORIZED TO MAKE ANY STATEMENT CONCERNING A FUND OTHER THAN AS MAY BE SET FORTH IN SUCH MEMORANDUM AND ANY SUCH STATEMENTS, IF MADE, MAY NOT BE RELIED UPON FOR ANY PURPOSE.

THIS DOCUMENT CONTAINS CERTAIN OPINIONS, COMMENTARY AND “FORWARD-LOOKING STATEMENTS” OF LS POWER, WHICH MAY BE IDENTIFIED BY THE USE OF SUCH WORDS AS “BELIEVE,” “EXPECT,” “ANTICIPATE,” “SHOULD,” “PLANNED,” 
“ESTIMATED,” “POTENTIAL,” “OUTLOOK,” “FORECAST,” “PLAN” AND OTHER SIMILAR TERMS. ALL SUCH OPINIONS, COMMENTARY AND FORWARD-LOOKING STATEMENTS ARE CONDITIONAL AND ARE SUBJECT TO VARIOUS FACTORS, INCLUDING, WITHOUT 
LIMITATION, GENERAL AND LOCAL ECONOMIC CONDITIONS, CHANGING LEVELS OF COMPETITION WITHIN CERTAIN INDUSTRIES AND MARKETS, CHANGES IN LEGISLATION OR REGULATION, AND OTHER ECONOMIC, COMPETITIVE, GOVERNMENTAL, 
REGULATORY AND TECHNOLOGICAL FACTORS, ANY OR ALL OF WHICH COULD CAUSE ACTUAL RESULTS TO DIFFER MATERIALLY FROM PROJECTED RESULTS.

IN CONSIDERING ANY PERFORMANCE DATA CONTAINED HEREIN, YOU SHOULD BEAR IN MIND THAT PAST OR TARGETED PERFORMANCE IS NOT INDICATIVE OR A GUARANTEE OF FUTURE RESULTS, AND THERE CAN BE NO ASSURANCE THAT A FUND WILL 
ACHIEVE COMPARABLE RESULTS OR THAT TARGET RETURNS WILL BE MET. YOU SHOULD ALSO BEAR IN MIND THAT PAST OR TARGETED PORTFOLIO CHARACTERISTICS ARE NOT INDICATIVE OF FUTURE PORTFOLIO CHARACTERISTICS AND THERE CAN BE NO 
ASSURANCE THAT A FUND WILL HAVE COMPARABLE PORTFOLIO CHARACTERISTICS OR THAT TARGET PORTFOLIO CHARACTERISTICS WILL BE ACHIEVED. IN ADDITION, THERE CAN BE NO ASSURANCE THAT UNREALIZED INVESTMENTS WILL BE REALIZED AT 
THE VALUATIONS SHOWN AS ACTUAL REALIZED RETURNS WILL DEPEND ON, AMONG OTHER FACTORS, FUTURE OPERATING RESULTS, THE VALUE OF THE ASSETS AND MARKET CONDITIONS AT THE TIME OF DISPOSITION, ANY RELATED TRANSACTION 
COSTS, AND THE TIMING AND MANNER OF SALE, ALL OF WHICH MAY DIFFER FROM THE ASSUMPTIONS ON WHICH THE VALUATIONS CONTAINED HEREIN ARE BASED. THE IRRS PRESENTED ON A “GROSS” BASIS DO NOT REFLECT ANY MANAGEMENT FEES, 
CARRIED INTEREST, TAXES AND ALLOCABLE EXPENSES BORNE BY INVESTORS, WHICH IN THE AGGREGATE MAY BE SUBSTANTIAL. NOTHING CONTAINED HEREIN SHOULD BE DEEMED TO BE A PREDICTION OR PROJECTION OF FUTURE PERFORMANCE OF THE 
FUND(S).

THE INFORMATION PRESENTED IN THIS PRESENTATION IS NOT PROVIDED WITH A VIEW TO PROVIDING INVESTMENT ADVICE WITH RESPECT TO ANY SECURITY, OR MAKING ANY CLAIM AS TO THE PAST, CURRENT OR FUTURE PERFORMANCE THEREOF, AND 
LS POWER EXPRESSLY DISCLAIMS THE USE OF THIS PRESENTATION FOR SUCH PURPOSES. PROSPECTIVE INVESTORS SHOULD MAKE THEIR OWN INVESTIGATIONS AND EVALUATIONS OF THE INFORMATION CONTAINED HEREIN. FURTHER, IT IS ILLEGAL (1) TO 
TRADE SECURITIES WHILE IN POSSESSION OF MATERIAL, NON-PUBLIC INFORMATION ABOUT A COMPANY AND (2) TO PASS ALONG OR SHARE MATERIAL, NON-PUBLIC INFORMATION TO OTHERS WHO MAY TRADE SECURITIES OF SUCH COMPANY.  WHILE LS 
POWER DOES NOT BELIEVE ANY INFORMATION PROVIDED HEREIN CONSTITUTES MATERIAL, NON-PUBLIC INFORMATION REGARDING THE FUNDS’ PORTFOLIO COMPANIES OR ANY OTHER COMPANY, RECIPIENTS ARE REMINDED OF THE CONFIDENTIAL 
NATURE OF THIS PRESENTATION AND RECIPIENTS SHOULD CONSULT WITH THEIR OWN ADVISORS BEFORE TRADING IN THE SECURITIES OF THE FUNDS’ PORTFOLIO COMPANIES OR ANY OTHER COMPANY.

YOU SHALL NOT: (A) USE CONFIDENTIAL INFORMATION IN CONNECTION WITH ANY PUBLIC ARTIFICIAL INTELLIGENCE SYSTEM; OR (B) USE CONFIDENTIAL INFORMATION AS TRAINING DATA FOR ARTIFICIAL INTELLIGENCE OTHER THAN TO TRAIN AND 
MAINTAIN THE YOUR PRIVATE ARTIFICIAL INTELLIGENCE SYSTEM WHERE (A) THERE ARE APPROPRIATE PROTECTIONS, CONTROLS AND RESTRICTIONS IN PLACE TO (I) MAINTAIN THE CONFIDENTIALITY OF SUCH CONFIDENTIAL INFORMATION BEING 
PROCESSED AND/OR STORED BY THE APPLICATION OR TOOL, AND (II) PREVENT SUCH CONFIDENTIAL INFORMATION FROM BEING USED BY OR FOR THE BENEFIT OF ANY THIRD PARTY, INCLUDING THE ARTIFICIAL INTELLIGENCE SYSTEM BEING SO UTILIZED. 
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Closing Remarks
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Andrew Junkin
Chief Investment Officer



Helping members 
plan for tomorrow, 

today
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