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With equity markets hitting fresh peaks and technology stocks maintaining their upward trajectory,
many investors wonder whether current conditions represent a market bubble. This question
involves both market fundamentals and behavioral finance considerations. Although bubble
concerns are understandable, excessive focus on them may result in portfolio decisions that
emphasize market timing and short-term speculation over sustainable wealth-building strategies.

Defining what constitutes a market "bubble" proves surprisingly challenging despite the term's
frequent use in financial discussions. Markets naturally go through expansionary and
contractionary phases, with investor risk perception shifting throughout these cycles. While history
provides clear bubble examples - such as the dot-com surge of the late 1990s and the housing
market expansion of the mid-2000s - there are numerous instances where investor apprehensions
proved unfounded. Consider how bubble fears persisted following the 2008 financial crisis, yet this
period ultimately became the most extended bull market in recorded history.

Therefore, distinguishing between bubble conditions and typical market volatility becomes crucial.
Recent market behavior demonstrates this principle well - earlier this year, the S&P 500 dropped
19% before recovering within three months. Investors who attempted to time this decline often
missed the subsequent rebound. Short-term market corrections remain a normal part of investing
and can occur without warning.

Historical data shows significant market appreciation over time despite periodic challenges, though
past performance doesn't guarantee future results. Given this context of uncertainty, how should

investors construct portfolios that align with their long-term financial objectives?

Current market pricing reflects elevated levels with several considerations
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et oot Chrock | Sptember 2202 Understanding valuation principles helps
The Shiller P/E Ratio T2 Fnancia differentiate between temporary market
Valuation using ten years of inflation-adjusted earnings pullbacks and genuine bubble concerns.
s Investment success depends not only on
purchase price but also on the underlying
value received. Stocks represent
ownership stakes in operating businesses
and their cash-generating capabilities.
Metrics like price-to-sales and price-to-
earnings ratios reveal both share prices
and the economic value those prices
represent.
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The chart displays the Shiller price-to-
. earnings ratio, which offers perspective on
extended valuation trends using inflation-
adjusted earnings from the previous
decade. Today's reading of 38x indicates investors currently pay $38 for each dollar of historical
earnings, significantly above the 27x historical average. This metric has varied considerably as
markets have processed inflation dynamics, policy changes, and technology sector volatility.

Several important considerations emerge from current elevated valuation metrics. Primarily,
valuations rarely provide reliable short-term market direction signals. Rather, they reflect investor
willingness to pay based on future expectations. Markets can continue advancing for extended
periods despite appearing expensive, provided underlying business conditions remain solid. This
dynamic explains why market timing strategies often prove ineffective.

Additionally, while similarities exist between today's environment and the 1990s technology boom
- both featuring high valuations and technological innovation excitement - meaningful differences
exist. Unlike the unprofitable dot-com enterprises of that era, today's market leaders demonstrate
established operations, robust profitability, and solid financial positions. Just as information
technology transformation ultimately enhanced companies across all sectors over recent decades,
artificial intelligence developments may produce similar broad-based benefits.

Furthermore, not every bubble necessarily "bursts." While valuations may normalize through price
declines, they can also improve through sustained earnings growth and fundamental strength.
Current market optimism partly reflects expectations of enhanced future earnings, and recent
corporate performance has supported many of these projections with earnings exceeding
forecasts.

Investment opportunities span various market segments and approaches
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' Although broad market valuations appear
Size and Style Earnings and Valuations it stretched, more attractive opportunities
Earnings Growth and P/E Ratios, Next Twelve Month Estimates exist in other segments. The chart
illustrates how Large Cap Growth stocks
carry the highest price-to-earnings ratio at
28x, while other categories including Large
Value and Small Cap stocks offer more
reasonable valuations alongside healthy
earnings expansion.
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50 This pattern extends across market sectors
as well. Artificial intelligence-focused
companies concentrate primarily within
Information Technology, Communication
Services, and Consumer Discretionary
sectors. Recent quarters have shown
positive momentum spreading to other
sectors with more attractive pricing, including Financials, Industrials, and additional areas.
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Sources: Clearnomics,
LSEG, Standard & Poor's

Portfolio diversification across different sizes, styles, and sectors helps reduce concentration risk
while potentially improving overall portfolio valuations for enhanced risk management. Predicting
which market segments will outperform during specific periods remains challenging, making
balanced allocation strategies valuable for portfolio stability.

Time horizon represents a fundamental investment advantage
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' Market history's most significant lesson
Stocks Since the Great Depression {182 Y ot demonstrates how extended time periods
S&P 500 Index since 1928 (log scale) benefit patient investors, including those
sz who invest during high valuation
environments. The accompanying chart
shows how major market events appear
less severe when viewed across years and
(. decades - timeframes appropriate for most
investors' financial planning horizons. Both
technology and housing market
disruptions, while difficult during
occurrence, eventually led to recoveries
and new market peaks.
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This principle underscores the value of
both strategic portfolio construction and
investment approaches that leverage
extended timeframes, such as dollar-cost averaging. Even investors who entered markets at
historically poor timing, including the 1929 peak preceding the Great Depression, eventually
achieved positive returns. While lower starting valuations typically generate superior returns, this
advantage becomes less significant over longer investment periods.

Bubble concerns have intensified as markets continue establishing new records and technology
stocks gain prominence. Instead of focusing on short-term market implications, investors should
consider historical precedents and their impact on long-term portfolio strategies.
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The bottom line? Current market valuations reflect elevated levels driven by solid
earnings and strong business fundamentals. Success requires maintaining diversified

portfolios that capture growth opportunities while managing risk - an approach best
implemented with professional investment guidance.
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Information is provided “AS I1S” and without warranties of any kind either express or implied. To the
fullest extent permissible pursuant to applicable laws, Next Play Financial Solutions, LLC (referred
to as “Next Play Financial”) disclaims all warranties, express or implied, including, but not limited
to, implied warranties of merchantability, non-infringement and suitability for a particular purpose.
Next Play Financial does not warrant that the information will be free from error.

None of the information provided is intended as investment, tax, accounting or legal advice, as an
offer or solicitation of an offer to buy or sell, or as an endorsement of any company, security, fund,
or other securities or non-securities offering. The information should not be relied upon for
purposes of transacting securities or other investments.

Your use of the information is at your sole risk. Under no circumstances shall Next Play Financial be
liable for any direct, indirect, special or consequential damages that result from the use of, or the
inability to use, the materials in this site, even if Next Play Financial or a Next Play Financial
authorized representative has been advised of the possibility of such damages.

In no event shall Next Play Financial Solutions, LLC have any liability to you for damages, losses
and causes of action for accessing this site. Information on this website should not be considered a
solicitation to buy, an offer to sell, or a recommendation of any security in any jurisdiction where
such offer, solicitation, or recommendation would be unlawful or unauthorized.

Copyright (c) 2025 Clearnomics, Inc. All rights reserved. The information contained herein has
been obtained from sources believed to be reliable, but is not necessarily complete and its
accuracy cannot be guaranteed. No representation or warranty, express or implied, is made as to
the fairness, accuracy, completeness, or correctness of the information and opinions contained
herein. The views and the other information provided are subject to change without notice. All
reports posted on or via www.clearnomics.com or any affiliated websites, applications, or services
are issued without regard to the specific investment objectives, financial situation, or particular
needs of any specific recipient and are not to be construed as a solicitation or an offer to buy or sell
any securities or related financial instruments. Past performance is not necessarily a guide to
future results. Company fundamentals and earnings may be mentioned occasionally, but should
not be construed as a recommendation to buy, sell, or hold the company's stock. Predictions,
forecasts, and estimates for any and all markets should not be construed as recommendations to
buy, sell, or hold any security--including mutual funds, futures contracts, and exchange traded
funds, or any similar instruments. The text, images, and other materials contained or displayed in
this report are proprietary to Clearnomics, Inc. and constitute valuable intellectual property. All
unauthorized reproduction or other use of material from Clearnomics, Inc. shall be deemed willful
infringement(s) of this copyright and other proprietary and intellectual property rights, including
but not limited to, rights of privacy. Clearnomics, Inc. expressly reserves all rights in connection
with its intellectual property, including without limitation the right to block the transfer of its
products and services and/or to track usage thereof, through electronic tracking technology, and
all other lawful means, now known or hereafter devised. Clearnomics, Inc. reserves the right,
without further notice, to pursue to the fullest extent allowed by the law any and all criminal and
civil remedies for the violation of its rights.
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