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Thank you for the
trust and  support
you’ve shown to
TAGStone. Your in-
troductions are the
foundation of our
growth.

If you have friends or
family who are feel-
ing uneasy about their
finances or simply
want a steadier hand
to help guide their
long-term plan, please
feel free to share this
letter ~ with  them.
Sometimes a little
perspective can make
a big difference.

The Newsletter is mailed
quarterly to clients and
friends to share interest-
ing insights. Material in
this work is provided by
TAGStone Capital. Re-
production or distribution
of this material is prohib-
ited, and all rights are re-
served.

Third Quarter

When the Crowd Rushes In: Al, Gold, and the
Enduring Rules of Investing

Technology evolves, headlines shift, and markets transform, but the forces that drive
investor behavior—fear, greed, impatience, and hope—remain constant. Human nature
doesn’t change.

This quarter, the conversation around artificial intelligence dominated the financial
world. A handful of highly profitable firms have transformed how the world works,
creating real value and cash flow. But surrounding them is a mix of speculative
enterprises and questions about how quickly some have built out their data centers. In
that way, Al isn’t just a technology story—it’s a behavioral one.

THE LONG-TERM POWER OF STOCKS IN A WORLD OBSESSED WITH Al

Every market cycle needs a story, and Al has become the story of this one. History
suggests we’ve been here before. Railroads, radio, the internet—each revolutionized
the world, but investors didn’t profit equally. Few doubt that Al will be a game
changer, but no one knows for sure which companies will benefit more in the long run.

When enthusiasm runs high, patience and discipline can start to feel outdated. The
excitement of innovation often invites speculation. As Warren Buffett observed, “What
the wise man does in the beginning, the fool does in the end.”

Sep. 25 37 Qtr. YTD
S&P 500 Total Return (Large-Cap Stocks) 3.65% 8.12% 14.83%
Russell 2000 Total Return (Small-Cap Stocks) 3.11% 12.39% 10.39%
MSCI EAFE (Developed International Stocks) 1.91% 4.77% 25.14%
MSCI Emerging Markets (International Emerging Stocks) 7.15% 10.64% 27.53%

Sep. 25 31 Qtr. YTD
Bloomberg U.S. Aggregate (Broad Domestic Bonds) 1.09% 2.03% 6.13%
Bloomberg 1-5 Yr. Credit (Short-Term Domestic Bonds) 0.41% 1.57% 5.43%
Bloomberg 5-10 Yr. Credit (Intermediate-Term Domestic 1.10% 2.60% R.14%
Bonds)
Bloomberg U.S. TIPS (Treasury Inflation Protected Securities)  0.43% 2.10% 6.87%

FTSE World Gov’t 1-5 Yr. Hedg’d (Short-Term Global Bonds)  0.26% 1.01% 4.01%



We forget that companies—not stories—compound wealth. Some of the greatest long-term performers of the
last century were unglamorous businesses quietly earning profits year after year while the world’s attention
drifted elsewhere.

WHY DIVERSIFICATION—AND DISCIPLINE—STILL DRIVE REAL WEALTH

pERCENT OF THE markeT nero sy The Tor s WHile the world debates how to invest in Al, the truth is simpler—and far more
i N reassuring: you already own it.

Through a well-diversified portfolio of global businesses, you indirectly own hun-
dreds of companies applying Al to become faster, smarter, and more efficient.
From NVIDIA to Honeywell to Caterpillar, innovation isn’t a sidecar—it’s em-
bedded in the very fabric of modern enterprise. And for long-term investors, the
surest way to benefit from AI’s growth isn’t speculation—it’s ownership.
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Al Companies

The rise of Al has inspired new funds and flashy tickers, but according to Dimen-
sional’s research, the five biggest Al-focused ETFs (AIQ, BOTZ, QTUM, ARKQ,
and ROBT) already include more than 40% of the entire U.S. stock market.
Owning a broad, diversified portfolio already gives you exposure to hundreds of
companies using or developing Al—you don’t need to chase new “Al-only” funds
to benefit from the trend.

Global Equities |

32.7%
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Al Companies

This underscores a comforting truth: investors don’t have to predict which compa-
ny becomes the next great innovator. A globally diversified portfolio naturally cap-
tures the growth of Al and other technologies as they spread across industries. The
winners of tomorrow are often found in places few expect today, from industrials
Holdings are subject to change and logiStiCS to healthcare and finance.

GOLD: THE ETERNAL MIRAGE OF SAFETY

This year, gold joined Al in the headlines, breaking record highs and rekindling old fascinations. Like Al, it
stirs emotion. But unlike Al, gold doesn’t innovate, hire, or compound. It simply sits there.

In his 2012 Fortune essay “Why Stocks Beat Gold and
Bonds,” Warren Buffett imagined all the world’s
gold—then about 170,000 metric tons—as a 68-foot
cube that could fit neatly inside Yankee Stadium’s
infield. At that time, the cube was worth about $9.6
trillion. For the same amount, Buffett wrote, one could
buy every acre of U.S. farmland (roughly 400 million
acres producing $200 billion a year in crops), sixteen
ExxonMobils (each earning over $40 billion a year),
and still have $1 trillion in “walking-around money.”
The gold cube, by contrast, would just sit there. Buf-
fett quipped, “You can fondle the cube, but it will not
respond.”

Fast-forward to 2025. At $4,000 per ounce, that same cube—now around 212,000 metric tons—is worth rough-
ly $27 trillion. That’s enough to buy every acre of U.S. farmland plus Apple, Microsoft, and Amazon com-
bined—with change left over. Yet the cube still produces nothing.
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If you own an ounce of gold for 100 years, you will still own one ounce at the end. That is its essence—its ap-
peal and its limitation alike. It’s permanent, inert, and emotionally reassuring but financially unproductive.

History bears this out. In 1980, gold traded at $800 per ounce and has increased about 5x to $4,000 per ounce
today. Contrast that with $800 invested in large-cap US stocks in 1980, which, with dividends reinvested, would
have grown to $141,000, yielding a 176x total return and a 12% annual compound return.

January 1980 Current Increase
Gold $800/0z. $4,000/0z. +5.00x
CPI 78 324 +4.15x
US Large Cap Stocks $800 $141,000 +176.25x

MELT UPS, BEHAVIOR, AND THE “GREATER FOOL”

The desire to own what everyone else is buying runs deep. Whether it’s Al stocks or gold coins, the underlying
impulse is the same—a search for safety, belonging, and certainty.

Behavioral finance has documented this truth repeatedly: investors feel the pain of losses roughly twice as
strongly as the pleasure of gains. That imbalance helps explain why people sell in downturns and buy in melt-
ups.

The risk during melt-up phases is that you feel you’re missing out on gains others seem to be making, and you

buy assets mainly because they have gone up in price without understanding their intrinsic value or fundamen-
tals. Too often, this leads to buying after assets become overpriced—just before a correction or long drawdown.

THE QUIET POWER OF PRODUCTIVE ASSETS

At TAGStone, our philosophy has never changed: own productive assets, maintain balance, and let time work
for you. Stocks represent real businesses creating real goods and services. Bonds represent loans to those busi-
nesses and governments. Both have a purpose. Together, they form a resilient system designed to protect pur-
chasing power and generate growth through compounding.

Your edge as a long-term investor isn’t superior information or faster trades. It’s temperament—the ability to
stay rational when the crowd isn’t. Buffett has often said that “the stock market is designed to transfer money
from the active to the patient.” Every quarter offers fresh evidence that he’s right.

The excitement around Al and gold tells us more about investor psychology than about either asset. If the melt-
up phase turns into a market blow-off, watch out for the urge to buy into truly speculative assets. Just as Mi-
crosoft, Apple, and Amazon rose from the ashes of the dot-com bust, this cycle will produce some truly profita-
ble companies, but mixed in with those gems will be some busts. As mentioned above, your globally diversified
portfolio already owns Al and will continue—quietly and tax-efficiently—to accumulate the winners as they
emerge.

A FINAL WORD

Every cycle arrives with a new rationale for why “this time is different.” Yet history always rhymes. The same
impulses that drove investors toward dot-coms in 1999, or toward gold in 1980, are at work again. Technology
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will continue to reshape our world, and gold will continue to glitter when anxiety rises. But the enduring truths
of investing remain the same: productive assets compound, human nature overreacts, and patience wins.

In a world chasing the next big thing, the real opportunity lies in doing what few others can—staying calm, dis-
ciplined, and focused on what endures. The crowd will always rush in. The patient investor simply lets them
pass.

Past performance does not guarantee future results. All investments include risk and have the potential for loss as well as gain.

Data sources for returns and standard statistical data are provided by the sources referenced and are based on data obtained from recognized statistical services or
other sources we believe to be reliable. However, some or all information has not been verified prior to the analysis, and we do not make any representations as to its
accuracy or completeness. Any analysis nonfactual in nature constitutes only current opinions, which are subject to change. Benchmarks or indices are included for
information purposes only to reflect the current market environment; no index is a directly tradable investment. There may be instances when consultant opinions
regarding any fundamental or quantitative analysis do not agree.

The commentary contained herein has been compiled by W. Reid Culp 1II from sources provided by TAGStone Capital, as well as commentary provided by Mr. Culp,
personally, and information independently obtained by Mr. Culp. The pronoun “we,” as used herein, references collectively the sources noted above.

TAGStone Capital, Inc. provides this update to convey general information about market conditions and not for the purpose of providing investment advice. Investment
in any of the companies or sectors mentioned herein may not be appropriate for you. You should consult your advisor from TAGStone or others for investment advice
regarding your own situation.

[4]



