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NVIDIA’s leadership change tests a company,
not the broader market

Key takeaways
e NVIDIA leadership change: The transition raises succession, talent retention and execution risks, but the company
enters it with a strong product roadmap and competitive position.
e Artificial intelligence (Al) investment: Results across the Al industry continue to support demand ahead of NVIDIA’s
November 17 earnings release.
e Stock market outlook: Broad market gains and solid economic activity support a constructive outlook despite
heightened company-specific uncertainty.

NVIDIA’s sudden leadership change has focused investors on one of the market’s largest and most influential companies.
The news raises questions about succession, talent retention and execution. It also raises a broader concern: Could
uncertainty at NVIDIA disrupt the artificial intelligence investment cycle or trigger a wider stock market correction?

NVIDIA carries substantial weight in capitalization-weighted indexes, which give the largest companies the greatest
influence. Its business and financing relationships connect semiconductor suppliers, cloud providers, Al developers and data
center operators. The market response so far suggests investors are distinguishing risks at NVIDIA and its closest partners
from the outlook for Al, the economy and the broader market.

NVIDIA leadership change raises succession and execution risks

Jensen Huang resigned November 12 as NVIDIA’s chief executive officer, president and a director. Chief financial officer
Colette Kress became interim CEO while continuing as CFO, and the board began considering internal and external
candidates for the permanent role. NVIDIA shares closed 4.3% lower on the day after falling as much as 14% earlier in the
session.

The transition turns a longstanding key person concern into an immediate test. Jensen Huang played an unusually broad role
in strategy, product development, capital allocation and relationships with customers, policymakers and other participants in
the Al ecosystem. He also helped emerging companies secure customers and attract capital.

NVIDIA must now preserve its product cadence, software platform and customer relationships while retaining senior and
technical talent. The next CEO will inherit dominant Al accelerator market share, an established product roadmap and
substantial earnings power. Investors will look for evidence that the organization can sustain those advantages through the
leadership transition.

Artificial intelligence demand extends beyond NVIDIA

NVIDIA’s leadership change does not alter demand for Al applications or the infrastructure required to support them. Strong
results across the technology stack continue to point to demand for computing, cloud services, networking, software and
power capacity. Our U.S. Bank CFO Survey also shows that companies continue to invest in technology and future
productive capacity.

CoreWeave added another positive milepost this week, reinforcing strong Al results reported by other companies. Those
results received less attention amid the NVIDIA headlines but provide additional evidence that customers continue to
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commit capital to Al computing. NVIDIA’s November 17 earnings release and call will provide the next important update on
demand, earnings and the wider Al market.

Al financing adds another test for the investment cycle

NVIDIA’s leadership transition also increases scrutiny of its financial relationships with customers and other participants in
the Al buildout — the so-called “circular financing” model. Suppliers like NVIDIA sometimes invest in customers that use the
capital to purchase their products or services. These arrangements can support expansion, but they also tie the financial
results of chip suppliers, Al developers, infrastructure providers and lenders more closely together.

Investors will watch whether the next leadership team changes NVIDIA’s approach to financing and whether customer
revenue supports the capital committed. Greater financial discipline could reduce investor concerns about circular financing
and lower the risk of building capacity ahead of sustainable demand. It could also put the Al investment cycle on a steadier
long-term path.

NVIDIA stock moves from reaction to digestion

Markets typically process unexpected events through three phases: Reaction, digestion and absorption. Investors first
adjust prices quickly as they reassess risk and reduce concentrated positions. They then study the evidence before deciding
whether the event changes an established trend.

The reaction began Thursday as investors repriced leadership, governance and execution risks at NVIDIA. Companies with
close financial and operating relationships also came under pressure, while some competitors gained as investors
considered whether customers might diversify their suppliers. Those moves reflected the market’s initial effort to identify
potential risks and beneficiaries.

The digestion phase is now underway. Investors will assess management stability, employee retention, customer
relationships, financing commitments and any changes to product development or capital allocation. NVIDIA’s November
17 earnings release and call will add important information about demand and earnings, although the company may need
more time to answer the larger succession and governance questions.

Absorption will take longer. Investors must determine whether NVIDIA’s people, product roadmap and competitive
advantages can endure under new leadership. A successful transition could show that the franchise extends beyond one
executive, while talent departures or weaker customer relationships could keep pressure on the company and its closest
partners.

Broader stock market gains provide perspective

The broader market response provides useful context. Stocks outside NVIDIA and its closest connections proved more
resilient after digesting the news. Year-to-date returns through November 12 also show that market gains extend across
industries, company sizes and global regions.

Ten of the 11 S&P 500 sectors have produced positive returns this year. U.S. large-, mid- and small-cap stocks have each
gained more than 10%, as have foreign developed and emerging market equities. This year’s performance has not depended
on one company, technology, sector, company size or geography.

Broad participation cannot prevent a market correction, and NVIDIA’s size means a sharp decline can still weigh heavily on
major indexes. Yet an index dominated by its largest companies does not always capture the experience of the average
stock. Wider participation provides a stronger foundation than a market whose gains depend entirely on a few technology
leaders.

Economic activity supports a constructive investment outlook

The issues faced by NVIDIA this week reinforce the importance of owning the broader Al ecosystem rather than relying on
one perceived winner. Opportunities extend across semiconductors, software, cybersecurity and other parts of the
technology stack, as well as the power and infrastructure needed to support them. Strong demand does not eliminate
valuation, financing or execution risks, so financial strength and a credible path from investment to cash flow remain
important.
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NVIDIA’s issues also demonstrate the value of diversification across asset classes. Our investment outlook rests on more
than Al or one company’s performance. Consumer spending continues to benefit from a healthy labor market and
approximately $65 billion more in tax refunds than last year. Banks continue to lend, while businesses continue to borrow
and invest in future capacity.

Al forms part of that broader investment cycle as an evolutionary productivity tool. Companies can apply it to improve
decisions, automate routine work and create new products and services. The pace of adoption will vary, but the opportunity
extends well beyond NVIDIA and the initial buildout of computing capacity.

We continue to emphasize quality and broader equity exposure while maintaining a constructive view of stocks. We find
opportunities across the Al ecosystem, global infrastructure and select areas of structured credit, which includes loans and
other income-producing assets packaged into securities. These areas offer different sources of return and reduce
dependence on one company, financing arrangement or market theme.

We will closely follow NVIDIA’s leadership transition, employee retention, financing commitments and November 17
earnings call. We will also watch market participation, credit conditions, consumer activity and business investment for signs
that the uncertainty is spreading. So far, the evidence points to a significant challenge for one company and closer scrutiny
of Al financing, not a change in the broader economic or investment outlook.

We appreciate the confidence you place in our team, particularly when unexpected events create new questions. We will
continue to examine the evidence, put market developments into perspective and share what they mean for investors as the
outlook takes shape.
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This information represents the opinion of U.S. Bank. The views are subject to change at any time based on market or other conditions and are
current as of the date indicated on the materials. This is not intended to be a forecast of future events or guarantee of future results. It is not
intended to provide specific advice or to be construed as an offering of securities or recommendation to invest. Not for use as a primary basis
of investment decisions. Not to be construed to meet the needs of any particular investor. Not a representation or solicitation or an offer to
sell/buy any security. Investors should consult with their investment professional for advice concerning their particular situation. The factual
information provided has been obtained from sources believed to be reliable but is not guaranteed as to accuracy or completeness. U.S. Bank is
not affiliated or associated with any organizations mentioned.

Based on our strategic approach to creating diversified portfolios, guidelines are in place concerning the construction of portfolios and how
investments should be allocated to specific asset classes based on client goals, objectives and tolerance for risk. Not all recommended asset
classes will be suitable for every portfolio. Diversification and asset allocation do not guarantee returns or protect against losses.

Past performance is no guarantee of future results. All performance data, while obtained from sources deemed to be reliable, are not
guaranteed for accuracy. Indexes shown are unmanaged and are not available for direct investment. The S&P 500 Index consists of 500 widely
traded stocks that are considered to represent the performance of the U.S. stock market in general.

Equity securities are subject to stock market fluctuations that occur in response to economic and business developments. International
investing involves special risks, including foreign taxation, currency risks, risks associated with possible differences in financial standards and
other risks associated with future political and economic developments. Investing in emerging markets may involve greater risks than investing
in more developed countries. In addition, concentration of investments in a single region may result in greater volatility. Investing in fixed
income securities are subject to various risks, including changes in interest rates, credit quality, market valuations, liquidity, prepayments, early
redemption, corporate events, tax ramifications and other factors. Investment in debt securities typically decrease in value when interest rates
rise. This risk is usually greater for longer-term debt securities. Investments in lower-rated and non-rated securities present a greater risk of loss
to principal and interest than higher-rated securities. Investments in high yield bonds offer the potential for high current income and attractive
total return but involve certain risks. Changes in economic conditions or other circumstances may adversely affect a bond issuer's ability to
make principal and interest payments. The municipal bond marketis volatile and can be significantly affected by adverse tax, legislative or
political changes and the financial condition of the issues of municipal securities. Interest rate increases can cause the price of a bond to
decrease. Income on municipal bonds is free from federal taxes but may be subject to the federal alternative minimum tax (AMT), state and local
taxes. There are special risks associated with investments in real assets such as commodities and real estate securities. For commodities, risks
may include market price fluctuations, regulatory changes, interest rate changes, credit risk, economic changes and the impact of adverse
political or financial factors. Investments in real estate securities can be subject to fluctuations in the value of the underlying properties, the
effect of economic conditions on real estate values, changes in interest rates and risks related to renting properties (such as rental defaults).

U.S. Bank and its representatives do not provide tax or legal advice. Your tax and financial situation is unique. You should consult your tax
and/or legal advisor for advice and information concerning your particular situation.
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