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Market Outlook 2026

Up, Up and Away

As we enter 2026, most Wall Street strategists are optimistic about a fourth
consecutive up year for the market. A big reason is the continued excitement over the future
of Al. Also, analysts feel the economy is in good shape and they expect earnings to be positive.
In addition, not a small factor, we have a president who is extremely focused on the stock market.

On the other hand, some investors are concerned the market is now selling at the
most expensive valuation levels in its 100-year history. To show this, below we present a
composite valuation chart, including the indicator Warren Buffet has used to evaluate the market.

US Stock Valuations Have Never Been Higher
Stock market has never been richer over more than 100 years
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Stock market momentum has been powerful for the last few years, making new highs 66
times last year, 75 times the year before, and already reaching a new high on the second day of
this year. Also, much has been written about how the present market is made up of traders and
younger investors who seem to have less fear than usual of market risk. How is the long-term
investor best able to deal with this challenging environment? We believe it is most
important for investors not to try to time the market. History has provided many examples
of how market timing tends to be the ruination of long-term performance. We will give you
one of our experiences.
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The Experience of Two Investors

Two knowledgeable high-profile clients started investing with us on the same day in
1985. One of them, Client A, came to New York once a year and hardly ever discussed the
market, leaving their account untouched. Meanwhile, Client B, equally knowledgeable but
more risk averse, went partially into cash a few times during the course of 20 years. At the
time it would have been hard to argue with their actions. For instance, in 1987 the market
dropped 25% in one day, which is the largest single drop in market history. In 1990, there was a
serious real estate collapse with more real estate bankruptcies during that year than in the Great
Depression in the 1930s. Then there was the Tech Bubble in 2000, which led to the worst
recession since the market crash in 1929. And that was quickly followed by the 9/11 World
Trade Center attacks, the most catastrophic event in stock market history.

Twenty years after these clients started investing, and because of the extreme market
swings over that twenty-year period, I was curious about the relative performance of the two
accounts. It was shocking to learn how just a few strategic moves out of the market could
make such a dramatic difference in performance. Client A’s performance was 1000%
better than Client B’s.

Their 20-year (1985-2005) returns were as follows™

Account A: +1,501%

Account B: +519%

Long-term Value Investing in a Horrible Market

I started on Wall Street in 1964, and in 1968 the market was trying to make a new high
of 1000 for the first time. In light of how many new highs we’ve had over the past few years,
it is hard to believe that we would go another 15 years back then without ever sustaining a
new high. The below chart shows the volatility of those next 15 years.
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What we didn’t realize at the time was that the Value stocks (i.e. bottom 20% of
stocks on a P/E basis) over the same 15-year period were not flat, but up approximately
1000%. It shows the advantage of investing with a price discipline (P/E, P/Book, and dividend
yield).

Conclusion

The message is to be invested. Invest with a discipline and invest for the long term.
Also, ignore the market noise because the companies themselves tend to adjust to new
technology and changing environments whether it be going from candlelight to electricity,
newspapers to radio, or adding machines to computers.

Jim Cullen
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*For illustrative purposes only.
**For illustrative purposes only. Go to https:// www.cullenfunds.com/US/P/Managed-Accounts-
High-Dividend/ for the complete performance track record of the Schafer High Dividend Value

strategy and important disclosures.

All charts included are for illustrative and educational purposes only and not any recommendation to buy or sell a
security. There is no assurance any market trends will continue.

Past performance does not guarantee future results. Investing in the stock market involves gains and losses and may
not be suitable for all investors. Investing in equity securities is speculative and involves risk. Dividends are subject
to change and are not guaranteed. Dividend income is just one component of performance and should not be the only
consideration for investing.

Cullen Capital Management, LLC. (CCM) is an independent investment advisor registered under the Investment Advisers
Act of 1940 and is doing business as Schafer Cullen Capital Management, Inc. (SCCM). The Cullen Funds Trust (CFT),
SCCM and CCM are affiliates. This information should not be used as the primary basis for any investment decision nor
should it be considered as advice to meet your particular investment needs. The portfolio securities and sector weights may
change at any time at the discretion of the Adviser. It should not be assumed that any security transactions, holdings or sectors
discussed were or will be profitable, or that future recommendations or decisions will be profitable or equal the investment
performance discussed herein. A list of all recommendations made by SCCM within the immediately preceding period of
not less than one year is available upon request. Holdings are subject to change at any time.

The S&P 500 Index is a market capitalization-weighted index of 500 companies in leading industries of the US economy.
The Russell 1000 Value Index measures the performance of the large-cap value segment of the US equity universe. The Dow
Jones Industrial Average (DJIA) is a stock market index of 30 prominent companies listed on stock exchanges in the United States.
Investors cannot invest directly in an index.

The views and opinions expressed are for informational and educational purposes only as of the time of the writing/production
and may change at any time. The material may contain “forward-looking” information that is not purely historical in nature.
Such information may include, among other things, projections, forecasts, estimates of market returns, and proposed or
expected portfolio composition. All information has been obtained from sources believed to be reliable, but its accuracy is
not guaranteed. There is no representation or warranty as to the current accuracy, reliability, or completeness of, nor liability
for, decisions based on such information, and it should not be relied on as such. 20260113.00060
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