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Disclaimer

This report is provided for educational and informational purposes only. It is not financial advice, not a
recommendation to buy or sell any security, and not a substitute for independent research or
professional advice. The Capital Cycle Institution provides framework-driven analysis designed to

improve understanding of assets, cycles, liquidity, valuation, and capital allocation. All investment
decisions remain the sole responsibility of the reader.
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Executive Synthesis

Nvidia is the defining equity of the Al cycle because it sits at the point where liquidity, infrastructure
spending, and market expectation converge into one of the most powerful growth narratives in the
market.

Nvidia is not just another semiconductor company, nor merely a beneficiary of broad technology
optimism. It has become the clearest public-market expression of the Al infrastructure buildout, the
company most directly associated with the monetisation of hyperscaler and enterprise Al capital
expenditure, and the stock against which the rest of the Al equity complex is increasingly judged. In
practical terms, that means Nvidia no longer trades only on earnings or product leadership. It trades on
its role as the market’s chosen vehicle for Al exposure.

The strength is obvious. Nvidia paired one of the market’s most powerful narratives with genuine
business delivery. Revenue surged, margins expanded, and the company validated what might
otherwise have been dismissed as another speculative technology story. That is why the re-rating was
so powerful: the market was not just buying hope, it was buying visible confirmation that Nvidia had
become the central toll road of the Al infrastructure cycle.

But that same success changes the nature of the risk. Once a company proves the narrative, the
market stops asking whether the story is real and starts asking how much of that success is already
embedded in price. From here, the key risk is less about whether Nvidia is a great company and more
about whether valuation, positioning, and expectation have moved too far ahead of what even a great
company can reasonably sustain.

The core conclusion up front is this: Nvidia is the defining equity of the Al cycle because it combines
category leadership, real business delivery, and capital-magnet status better than any other listed
company in the sector — but the market is now increasingly pricing continuation, which raises the
importance of valuation discipline, benchmark testing, and expectation control.

This report therefore needs to answer five hard questions: what Nvidia is today, what actually gives it
value beyond the narrative, how dependent the thesis is on continued Al capex and macro valuation
tolerance, whether Nvidia still deserves capital over the Nasdaq and the broader semiconductor
complex, and where the stock currently sits within its structural, valuation, and expectation cycle.

Nvidia vs Global Liquidity

Nvidia vs Global Liquidity - Primary Driver Liquidity Sets The Backdrop
Liquidity Sets The Backdrop
Liquidity drives long duration growth assets

When liquidity expands
Nvidia benefits from higher valuation tolerance

When liquidity tightens
The multiple becoems harder to defend
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But divergence increases repricing risk

Liquidity remains the macro foundation
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Nvidia’s trend remains heavily influenced by the global liquidity backdrop, as its valuation depends on
future growth being discounted generously. When liquidity expands, valuation tolerance increases and
supports upside; when liquidity tightens, the market becomes less willing to sustain extreme multiples.

Nvidia: Long-Term Log Regression Channel
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Price is approaching the upper bounds of its long-term growth channel. Historical behaviour suggests
this zone aligns with late-cycle overextension.
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What Nvidia Is Today

Nvidia is no longer well described by the label semiconductor company alone. That description is
technically true, but strategically incomplete. The market no longer values Nvidia as a typical
chipmaker. It increasingly treats Nvidia as the core infrastructure provider of the Al buildout — the
company through which hyperscaler capex, Al model expansion, and computational intensity are most
directly expressed in equity-market form.

At its core, Nvidia is best understood as an Al infrastructure toll road. It sits at the centre of one of the
market’s most important build cycles: the expansion of Al-related compute demand. That demand flows
through data centres, model training, inference workloads, enterprise deployment, and the wider race to
build and maintain computational advantage. Nvidia’s role is not merely to participate in that system. Its
role is to supply the picks, shovels, and core processing architecture that allow much of the system to
function at scale.

A standard semiconductor company is often cyclical in the old sense — inventory, product cycles, and
end-market demand. Nvidia still contains some of those characteristics, but the market is not primarily
looking at it through that old lens anymore. It is looking at Nvidia as the category leader in a structural
growth system where the demand driver is not consumer electronics or general chip volume, but the
expansion of Al infrastructure itself.

Just as importantly, Nvidia is increasingly being perceived as something closer to a platform-like asset.
That does not mean it is a software platform in the traditional sense. It means its products are being
viewed as central, embedded, and hard to displace within a larger ecosystem. Once the market
believes a company owns a critical layer of the next wave of digital infrastructure, the valuation
framework changes.

The cleanest answer is this: Nvidia is best understood as the dominant Al infrastructure provider, the
category leader within the semiconductor complex, and a market-perceived platform-like asset whose
valuation reflects both genuine execution and strategic centrality within the Al buildout.

Nvidia vs SOX: Sector Leadership Test
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Relative performance versus the semiconductor index determines whether Nvidia is truly leading its
sector or benefiting from broader industry strength. Sustained outperformance confirms category
dominance and supports premium valuation, while a rollover in relative strength suggests leadership is
weakening and capital may be rotating within the sector.

Nvidia vs Nasdaq: Relative Leadership

Nvidia vs Nasdaq - Relative Leadership Leadership Determines Capital Allocation
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Relative performance versus the Nasdaq determines whether Nvidia is attracting active capital or
simply benefiting from broad market exposure. Sustained outperformance signals true leadership and
capital concentration, while flattening or underperformance suggests capital may rotate toward the
broader index.
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What Gives Nvidia Value

Nvidia’s value today comes from a combination of category leadership, real business delivery, pricing
power, ecosystem strength, and capital preference.

Category leadership is the foundation. Investors do not usually pay the highest premium for one of
several good companies. They pay it for the asset they believe owns the most important layer of the
system. Nvidia has become that company for the Al infrastructure cycle.

The narrative was then validated by the business. Revenue surged, and the market was given hard
evidence that Nvidia had become the clearest listed beneficiary of the Al infrastructure spending wave.
The premium was not built on story alone.

Margins proved the quality of growth. Nvidia’s growth was not low-quality volume growth; it was
accompanied by strong profitability and operating leverage, which signalled both pricing power and
product scarcity at the right time in the cycle.

The broader Al infrastructure cycle gives the story duration. Nvidia’s value is tied not only to its own
execution, but to the willingness of hyperscalers, enterprises, and system builders to keep spending on
Al infrastructure. As long as that cycle remains healthy, the premium is easier to defend. If it slows
materially, the market may begin questioning how much of Nvidia’s earnings power is cyclical versus
durable.

If we strip it all back, Nvidia’s value comes from five reinforcing layers: category leadership in Al
infrastructure, revenue growth that validated the narrative, margins that confirmed the quality of that
growth, a supportive Al capex cycle, and capital preference driven by strategic centrality and
leadership.

Nvidia Revenue Growth vs Price

Narrative Must be Confirmed by Delivery
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The Al narrative was validated by a genuine surge in revenue, driving Nvidia’s re-rating in 2023. With
growth now normalising and price still elevated, the risk is no longer execution — it is expectation.
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Margins / Profitability
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Nvidia’s growth has been supported by a sharp expansion in margins, confirming strong pricing power
and operating leverage during the Al cycle. As margins stabilise at elevated levels, the key question
shifts from growth to sustainability.

Al Capex / Infrastructure Cycle

Nvidia vs Capex Cycle - Infrastructure Demand
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Nvidia’s growth is driven by the Al infrastructure spending cycle, led by hyperscaler capital expenditure.
The 2023 surge marked a step change in investment, and the recent stabilisation in growth suggests
the market is now pricing continuation rather than further acceleration.
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Nvidia’s Role in the Financial System

Nvidia’s value and Nvidia’s role are not the same thing. The more important question now is not simply
whether Nvidia is a great business. It is what function Nvidia now performs in the financial system.

Nvidia’s first and most important market role is as the preferred Al proxy. For a large portion of capital,
Nvidia is the stock investors buy when they want concentrated exposure to the Al infrastructure theme
itself. That makes it more than a company-specific investment; it is also a thematic vehicle.

Nvidia’s second role is as a capital concentration asset. Once a company becomes the clearest public-
market expression of the market’s strongest narrative, capital tends to cluster around it. Strong
performance attracts more attention, more attention attracts more capital, and leadership itself becomes
part of the reason the stock is owned.

Nvidia’s third role is as a macro-sensitive long-duration growth expression. It is now large and important
enough that it is increasingly being priced through broader capital conditions — liquidity, rates, long-
duration valuation tolerance, and macro risk appetite — not only through bottom-up company analysis.

Nvidia’s fourth role is as a benchmark within Al equities. Other Al-related names increasingly have to
answer the question: why own this instead of Nvidia? That benchmark function raises the standard for
everything around it.

Nvidia’s fifth role is as a crowded institutional favourite. Institutions own Nvidia not only because it is a
strong company, but because they need Al exposure, benchmark-aware portfolios need the leader, and
underweighting the stock can become uncomfortable. That role is supportive while leadership is intact,
but it also introduces fragility if leadership begins to stall.

The cleanest answer is this: Nvidia now functions as the market’s preferred Al proxy, a capital
concentration asset, a macro-sensitive long-duration growth expression, a benchmark within Al
equities, and an increasingly crowded institutional favourite.

Nvidia vs Nasdaq: Relative Leadership

Nvidia vs Nasdaq - Relative Leadership Leadership Determines Capital Allocation
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Relative performance versus the Nasdaq determines whether Nvidia is attracting active capital or
simply benefiting from broad market exposure. Sustained outperformance signals true leadership and
capital concentration, while flattening or underperformance suggests capital may rotate toward the
broader index.

Nvidia vs SOX: Sector Leadership Test
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Relative performance versus the semiconductor index determines whether Nvidia is truly leading its
sector or benefiting from broader industry strength. Sustained outperformance confirms category
dominance and supports premium valuation, while a rollover in relative strength suggests leadership is
weakening and capital may be rotating within the sector.

Nvidia vs Global Liquidity

Nvidia vs Global Liquidity - Primary Driver Liquidity Sets The Backdrop
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Nvidia’s trend remains heavily influenced by the global liquidity backdrop, as its valuation depends on
future growth being discounted generously. When liquidity expands, valuation tolerance increases and
supports upside; when liquidity tightens, the market becomes less willing to sustain extreme multiples.

Nvidia vs US 10Y Yield (Cost of Capital)
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Nvidia’s valuation is highly sensitive to interest rates because its value is derived from future earnings
discounted back to the present. Rising yields increase the cost of capital and compress valuation
multiples, while falling yields support expansion and extend upside potential.
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Demand Drivers and Capital Flows

Nvidia’s share price is not being driven by one factor alone. It sits at the intersection of macro liquidity,
Al infrastructure spending, benchmark and sector leadership, valuation tolerance, and concentrated
capital preference. That means Nvidia demand is layered.

The first layer is macro liquidity. When liquidity expands, market tolerance for long-duration growth
improves and Nvidia benefits. When liquidity tightens, the market becomes less willing to sustain
extreme multiples, even if the underlying company remains strong.

The second and most company-specific demand bucket is the Al infrastructure cycle. Nvidia’s growth is
being driven by hyperscaler and enterprise capex. Earlier in the cycle the market needed proof that Al
spending was real. Now the market increasingly assumes it is real and asks whether it can remain
strong enough, broad enough, and long enough to justify the premium already embedded in the stock.

The third bucket is leadership demand. Capital buys Nvidia not only because it likes Al, but because it
increasingly treats Nvidia as the highest-quality leadership expression of that theme. Relative
leadership versus the Nasdaq and versus SOX therefore becomes a demand driver in its own right.

The fourth bucket is institutional concentration. Nvidia has become the type of stock large pools of
capital feel compelled to own because of exceptional execution, thematic relevance, index importance,
and fear of missing the cycle. That makes demand partly structural.

The fifth bucket is speculative momentum demand. It appears when price is already strong, leadership
is obvious, the story is widely accepted, and momentum capital begins chasing what is already working.
This form of demand is powerful, but the least stable.

The right way to read Nvidia demand is therefore as the interaction of liquidity, Al capex, leadership,
concentration, and speculative participation, all resting on a foundation of unusually strong business
execution.

Al Capex / Infrastructure Cycle

Nvidia vs Capex Cycle - Infrastructure Demand
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Nvidia’s growth is driven by the Al infrastructure spending cycle, led by hyperscaler capital expenditure.
The 2023 surge marked a step change in investment, and the recent stabilisation in growth suggests
the market is now pricing continuation rather than further acceleration.

Chart — Nvidia Revenue Growth vs Price
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The Al narrative was validated by a genuine surge in revenue, driving Nvidia’s re-rating in 2023. With
growth now normalising and price still elevated, the risk is no longer execution — it is expectation.

Chart — Nvidia vs Global Liquidity
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Nvidia’s trend remains heavily influenced by the global liquidity backdrop, as its valuation depends on
future growth being discounted generously. When liquidity expands, valuation tolerance increases and
supports upside; when liquidity tightens, the market becomes less willing to sustain extreme multiples.
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Crowding Risk (Positioning & Saturation)
Nvidia Crowding Risk . . . . . . r :|@
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Nvidia’s sustained outperformance versus the Nasdaq reflects increasing capital concentration and
positioning crowding. With relative strength now stabilising at elevated levels, the risk shifts toward
positioning unwind if leadership begins to stall.
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Benchmark and Relative Capital Test

For Nvidia, the benchmark test is two-layered. First, Nvidia must justify itself against the Nasdagq,
because it is now a major long-duration growth asset competing directly with broad technology
exposure. Second, Nvidia must justify itself against the semiconductor complex, because if it is not
clearly leading its own sector, the premium may be less deserved than the narrative suggests.

Against the Nasdaq, the core question is simple: why own Nvidia instead of just owning the index?
Nvidia deserves capital over the Nasdaq only when it is showing sustained leadership strong enough to
justify the extra concentration, valuation sensitivity, and expectation risk.

Against SOX, the question is whether Nvidia is merely benefiting from a strong semiconductor
environment or whether it remains the clear category leader inside the most important part of the cycle.
Nvidia deserves capital over the semiconductor complex when it is visibly leading the sector, not merely
participating in it.

Cash is the third benchmark. Nvidia does not deserve capital over cash by default. It earns that capital
only when leadership, business delivery, and macro conditions are aligned strongly enough to justify
moving out of dry powder and into concentrated risk.

Nvidia’s benchmark problem is not that it lacks quality. lts benchmark problem is that it has so much
quality already recognised in the price. That means Nvidia does not have to prove it is a winner; it has
to prove it is still a better capital allocation than the Nasdaq, the semiconductor complex, cash, and
sometimes other Al names further down the curve.

The benchmark conclusion is this: Nvidia deserves capital when it is clearly leading both the Nasdaq
and the semiconductor complex, while the business continues validating the premium and the macro
environment remains supportive of long-duration, high-multiple growth.

Nvidia vs Nasdaq: Relative Leadership
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Relative performance versus the Nasdaq determines whether Nvidia is attracting active capital or
simply benefiting from broad market exposure. Sustained outperformance signals true leadership and
capital concentration, while flattening or underperformance suggests capital may rotate toward the
broader index.

Nvidia vs SOX: Sector Leadership Test
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Relative performance versus the semiconductor index determines whether Nvidia is truly leading its
sector or benefiting from broader industry strength. Sustained outperformance confirms category
dominance and supports premium valuation, while a rollover in relative strength suggests leadership is
weakening and capital may be rotating within the sector.

Market Expectations vs Reality (Positioning Risk)
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Nvidia’s rally has been driven by both earnings growth and elevated market expectations, reflected in
historically high valuation multiples. As expectations become embedded in price, the risk shifts toward
multiple compression if growth fails to exceed already high expectations.

Crowding Risk (Positioning & Saturation)
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Nvidia’s sustained outperformance versus the Nasdagq reflects increasing capital concentration and
positioning crowding. With relative strength now stabilising at elevated levels, the risk shifts toward
positioning unwind if leadership begins to stall.
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Trend Structure

Nvidia is now a stock where business strength, macro conditions, and crowd psychology all interact at
once. The question is not merely whether Nvidia is in an uptrend. The better question is what kind of
uptrend it is in.

The long-term log regression channel provides the broad structural map. It helps separate great
business quality from great entry quality by showing whether price is sitting in a balanced zone, an
extended zone, or an outright excess zone.

The 200W valuation framework gives a longer-term extension anchor. The further price stretches from
long-term anchors, the more the burden shifts onto flawless continuation. That is where Nvidia becomes
more vulnerable.

Important caveat: the current Nvidia 200W valuation-band framework is derived from the Nasdaq
growth benchmark and is being applied to Nvidia directionally rather than as a fully custom Nvidia-
specific model. It should therefore be read as regional valuation context and extension analysis, not as
a precise Nvidia valuation formula. The Nasdag 200W chart is included as the benchmark anchor for
that reason.

Trend quality depends not only on whether the stock is rising, but on whether it is still leading. A stock
can remain strong in absolute terms while losing leadership beneath the surface. Late in mature trends,
that often matters more than people realise.

For Nvidia, a sustained break below key long-term trend structure would matter not just technically, but
psychologically and institutionally. Likewise, blow-off conditions can make the strongest phase of upside
the same phase where reversal risk begins rising most quickly.

The proper CCl read is this: Nvidia’s trend is best understood as the cyclical expression of an
exceptionally strong business inside a premium market role, where opportunity and risk depend not
only on direction, but on position within the long-term channel, distance from valuation anchors,
ongoing relative leadership, and whether crowding is reinforcing or destabilising the move.

Nvidia: Long-Term Log Regression Channel
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Price is approaching the upper bounds of its long-term growth channel. Historical behaviour suggests
this zone aligns with late-cycle overextension.

Nvidia 200W Valuation Bands
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Important caveat: this 200W valuation-band framework is calibrated using the Nasdaq as the anchor
growth benchmark and is being applied to Nvidia directionally rather than as a fully custom Nvidia-
specific model. It should therefore be read as regional valuation context rather than as a precise Nvidia-
specific valuation model.

Trend Fragility (When Leadership Fails)
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Nvidia’s uptrend has been defined by persistent strength above key moving averages, reflecting a
structurally strong trend. A sustained break below the 40-week trend would signal a regime shift,
marking the transition from trend continuation to potential distribution.

Overextension Signals Cycle Risk

Eiiklia - When Cycle Tops are Imminent
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Extreme distance from the 20-week trend signals late-cycle euphoria and rising reversal risk. The
2023-2024 rally showed repeated overextension phases, highlighting how momentum peaks often
precede sharp corrections.
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Valuation and Market Expectations

Nvidia is being valued not just as a successful semiconductor company, but as the market’s preferred Al
infrastructure leader. That means price now reflects both exceptional present execution and a large
amount of future continuation.

The two most useful valuation anchors in this report are the long-term structural channel and the 200W
valuation framework. The log regression channel gives the broad structural valuation map. The 200W
framework gives the extension anchor, with the explicit caveat that the current Nvidia version is a
directional proxy derived from the Nasdaq benchmark rather than a fully bespoke model.

The re-rating was initially deserved. Revenue validated the Al narrative, and margins confirmed the
quality of that growth. But once the business proves the story, price starts discounting the next phase —
continued growth, sustained margins, durable demand, and strategic centrality. That is where valuation
becomes more difficult.

A large part of the stock’s premium still depends on the external Al capex engine. As long as the Al
buildout remains healthy, Nvidia’s valuation can look demanding but still defensible. If the market begins
to believe that spending is normalising faster than expected, the debate changes quickly.

Expectations are now a core risk. Once expectations become embedded in price, multiple compression
becomes a live risk even if the company remains very strong. Nvidia does not need to disappoint badly
for valuation to matter; it may simply need to stop exceeding already-high expectations by enough.

The valuation reality is this: Nvidia appears to be trading at a premium relative to the benchmark growth
framework, and sustaining that premium requires continued outperformance.

Nvidia vs Nasdaq Valuation Bands
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Nvidia is trading at a premium relative to Nasdaq valuation bands. Sustaining this requires continued
outperformance; otherwise reversion risk rises.

Capital Cycle Intelligence 23 of 35 Nvidia Deep Dive Report



Chart — Nasdaq 200W Valuation Bands

NASDAQ - 200W Valuation Bands - Market Benchmark 30,000.00

"NASDAQ - 200W Valuation Bands?"

4,000.00

1

Jul 2019 Jul 2020 Jul 2021 Jul 2022 Jul 2023 Jul 2024 Jul 2025 Jul 2026 ®

The Nasdaq provides the valuation anchor for growth assets. Extreme positioning here typically
precedes periods of mean reversion.

Market Expectations vs Reality (Positioning Risk)
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Nvidia’s rally has been driven by both earnings growth and elevated market expectations, reflected in
historically high valuation multiples. As expectations become embedded in price, the risk shifts toward
multiple compression if growth fails to exceed already high expectations.
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Crowding Risk (Positioning & Saturation)
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Nvidia’s sustained outperformance versus the Nasdagq reflects increasing capital concentration and
positioning crowding. With relative strength now stabilising at elevated levels, the risk shifts toward
positioning unwind if leadership begins to stall.
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The Al narrative was validated by a genuine surge in revenue, driving Nvidia’s re-rating in 2023. With
growth now normalising and price still elevated, the risk is no longer execution — it is expectation.
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Margins / Profitability

Not All Growth is Equal =y
—

Revenue growth alone is not enough

Margins determine the quality of that growth 145.00

Nvidia's Al driven expansion has been supported by strong margin improvement 95.00

Reflecting pricing power and operating leverage .

Sustained high margins justify premium valuation 65.00

If margins stabilise or compress 45.00

The narrative becomes harder to defend

Quality of growth determines durability of the trend 29.00
19.00
13.00
9.00
6.00
4.00

2.80

Gross Margin - Green T 0 X T 2000%

Operating Margin Blue
Net Margin - Orange
10.00%

0.00%
=10.00%
~20.00%

-30.00%

2019 Jul 2020 Jul 2021 Jul 2022 Jul 2023 Jul 2024 Jul 2025 Jul 2026 Jul 2027 A

Nvidia’s growth has been supported by a sharp expansion in margins, confirming strong pricing power
and operating leverage during the Al cycle. As margins stabilise at elevated levels, the key question
shifts from growth to sustainability.
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Expectation vs Reality

Nvidia is now one of those rare stocks where the business can remain excellent and the stock can still
become vulnerable if expectations have moved too far ahead of what even excellent execution can
support.

Earlier in the cycle, the market needed proof that the Al story was real. Nvidia provided that proof.
Revenue surged, margins expanded, and the company validated the idea that it sat at the centre of the
Al infrastructure buildout. But once a company proves the narrative, the market starts asking something
harder: can the company keep exceeding the increasingly demanding expectations now embedded in
the stock?

The first and clearest expectation test is revenue. The issue is no longer whether revenue growth has
been strong. The issue is whether future revenue growth can remain strong enough to satisfy a market
that increasingly assumes continuation.

The second major test is margin sustainability. Nvidia’s premium has been built on high-quality growth,
not just growth alone. If margins soften materially, the market may read that as evidence that pricing
power is normalising, competition is strengthening, or peak economics are already behind the company.

The third major test is Al capex durability. Nvidia is no longer being priced only on what it has delivered.
It is being priced on the assumption that the external Al capex engine remains powerful enough to keep
delivery exceptional.

The fourth major test is leadership. For Nvidia, reality is strongest when the business is delivering and
the stock is still leading. If the stock stops leading, the premium becomes harder to defend even if the
business remains very strong.

The fifth major test is positioning itself. A strong company can still struggle as a stock if expectations are
too elevated, positioning is too crowded, and room for disappointment has become too small.

The discipline this section adds is simple: the story has already been validated. Now the market needs
the next phase of reality to keep exceeding the next phase of expectation.

Market Expectations vs Reality (Positioning Risk)
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Nvidia’s rally has been driven by both earnings growth and elevated market expectations, reflected in
historically high valuation multiples. As expectations become embedded in price, the risk shifts toward
multiple compression if growth fails to exceed already high expectations.

Nvidia Revenue Growth vs Price
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The Al narrative was validated by a genuine surge in revenue, driving Nvidia’s re-rating in 2023. With
growth now normalising and price still elevated, the risk is no longer execution — it is expectation.
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Nvidia’s growth has been supported by a sharp expansion in margins, confirming strong pricing power
and operating leverage during the Al cycle. As margins stabilise at elevated levels, the key question
shifts from growth to sustainability.
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Al Capex / Infrastructure Cycle

Nvidia vs Capex Cycle - Infrastructure Demand
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Nvidia’s growth is driven by the Al infrastructure spending cycle, led by hyperscaler capital expenditure.
The 2023 surge marked a step change in investment, and the recent stabilisation in growth suggests
the market is now pricing continuation rather than further acceleration.

Crowding Risk (Positioning & Saturation)
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Nvidia’s sustained outperformance versus the Nasdagq reflects increasing capital concentration and
positioning crowding. With relative strength now stabilising at elevated levels, the risk shifts toward
positioning unwind if leadership begins to stall.
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If This, Then That

Nvidia is a regime-sensitive leader whose investment case can strengthen or weaken materially
depending on how liquidity, rates, Al capex, leadership, and positioning evolve. The right way to think
about Nvidia is therefore through conditional pathways.

If global liquidity expands, Nvidia’s valuation tailwind strengthens. If liquidity contracts, multiple risk
rises. If US 10Y yields fall, the cost of capital eases. If yields rise, Nvidia’s hurdle rate increases.

If Al capex keeps compounding, the core demand engine remains intact. If Al capex normalises faster
than expected, the premium becomes harder to defend.

If revenue and margins keep beating, Nvidia can continue earning its premium. If growth and margins
stop improving fast enough, expectation risk rises sharply.

If Nvidia keeps outperforming the Nasdagq, it is earning active capital. If it stops outperforming the index,
the benchmark case strengthens. If Nvidia keeps leading SOX, category dominance remains intact. If it
loses leadership versus SOX, capital may be rotating elsewhere in the sector.

If crowding keeps building, the trend can extend — until it cannot. If positioning unwinds, downside can
become reflexive. If trend structure breaks, market function changes. If blow-off conditions appear,
cycle risk rises even if the company remains exceptional.

The operating conclusion is this: Nvidia strengthens when business reality, macro support, valuation
tolerance, and leadership all align. It weakens when those supports start to diverge.

Al Capex / Infrastructure Cycle

Nvidia vs Capex Cycle - Infrastructure Demand

Al Spending Drives Demand
Nvidia sits inside the Al infrastrcuture cycle

Demand is driven by hyperscaler capital expendature
The 2023 surge marked a step change in Al Investment

As long as spending expands
The growth engine remains supported

If capex growth slows
The market may begin to question sustainability

Al Capex Growth YoY - Hyperscaler Proxy *+ 0 X o

2020 Jul 2021 Jul 2022 Jul 2023 Jul 2024 Jul 2025 Jul 2026 Jui ©

Nvidia’s growth is driven by the Al infrastructure spending cycle, led by hyperscaler capital expenditure.
The 2023 surge marked a step change in investment, and the recent stabilisation in growth suggests
the market is now pricing continuation rather than further acceleration.
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Trend Fragility (When Leadership Fails)

Nvidia - When Trend Structure Breaks
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Nvidia’s uptrend has been defined by persistent strength above key moving averages, reflecting a

Jul

structurally strong trend. A sustained break below the 40-week trend would signal a regime shift,

marking the transition from trend continuation to potential distribution.

Nvidia vs Nasdaq: Relative Leadership
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Relative performance versus the Nasdaq determines whether Nvidia is attracting active capital or
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simply benefiting from broad market exposure. Sustained outperformance signals true leadership and

capital concentration, while flattening or underperformance suggests capital may rotate toward the

broader index.
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Nvidia vs SOX: Sector Leadership Test
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Relative performance versus the semiconductor index determines whether Nvidia is truly leading its
sector or benefiting from broader industry strength. Sustained outperformance confirms category
dominance and supports premium valuation, while a rollover in relative strength suggests leadership is
weakening and capital may be rotating within the sector.

Crowding Risk (Positioning & Saturation)
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Nvidia’s sustained outperformance versus the Nasdagq reflects increasing capital concentration and
positioning crowding. With relative strength now stabilising at elevated levels, the risk shifts toward
positioning unwind if leadership begins to stall.
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Chart — Overextension Signals Cycle Risk
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Extreme distance from the 20-week trend signals late-cycle euphoria and rising reversal risk. The
2023-2024 rally showed repeated overextension phases, highlighting how momentum peaks often
precede sharp corrections.
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Final CCl Synthesis

Nvidia is the defining equity of the Al cycle because it combines category leadership, real business
validation, strategic centrality, and capital-magnet status better than any other listed company in the
theme.

The company’s greatest strength is that it combines category leadership, real revenue validation,
unusually strong margins, strategic centrality to the Al infrastructure buildout, and benchmark-level
capital preference in one company. Its greatest limitation is that the market now understands how
strong the business is — and is increasingly pricing that strength as though continuation is the default
outcome.

Nvidia must be treated not only as a company, but as a capital allocation asset. It has to be judged
relative to the Nasdaq, the semiconductor complex, cash, and, at certain points, other Al-linked
equities. Sometimes Nvidia clearly deserves capital. Sometimes it does not. That is simply the
difference between admiring a company and allocating to a stock well.

Within listed Al exposure, Nvidia now plays the role of reference asset. Going forward, other Al-related
equity reports will in one way or another need to answer the question: why not just own Nvidia?

The central tension is this: the company has already validated the Al narrative, but the stock is now
increasingly priced as though exceptional execution, elevated margins, and strong Al capex
continuation will all remain in place with little room for disappointment.

The final verdict is therefore this: Nvidia deserves benchmark status, serious capital attention, and
ongoing strategic priority because no other listed company currently matches its combination of Al
infrastructure leadership, business validation, profitability, and market centrality. But benchmark status
does not mean automatic allocation at every moment. Nvidia should be respected always, owned
selectively, and sized according to macro regime, valuation tolerance, business validation, leadership,
and crowding risk.

Nvidia vs Nasdaq: Relative Leadership
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Relative performance versus the Nasdaq determines whether Nvidia is attracting active capital or
simply benefiting from broad market exposure. Sustained outperformance signals true leadership and
capital concentration, while flattening or underperformance suggests capital may rotate toward the
broader index.
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