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THE VALUE OF INDEPENDENCE

The Return of Equitization: How Al's Capital Needs Are Reshaping Equity Markets

The last two decades of US equity investing have unfolded under a quiet but powerful structural tailwind:
scarcity. Net share count in the public market steadily declined as buybacks, LBOs, and an expanding private
ecosystem absorbed supply. Now, that regime is shifting. A new era of “equitization” is emerging, driven by the
capital intensity of Al and the willingness of investors to fund it at historically high valuations. For allocators, this
is less about a single blockbuster IPO and more about a fundamental change in how capital is being raised,
deployed, and rewarded.

From Equity Scarcity to New Issuance
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equity to fund growth.

Re equitization is the reversal of the long de equitization trend in public markets, where instead of shrinking
share counts through buybacks and take privates, companies are once again issuing more equity than they
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retire. It typically emerges during large investment booms—Ilike today’s Al and infrastructure build out—when
firms tap public investors to fund sizable capex rather than relying primarily on debt or internal cash flow.

SpaceX and the New Capital Regime

The SpaceX IPO is a vivid case study in this transition. The company raised roughly $75 billion in the largest IPO
on record, with the stock opening materially above the offering price and closing the first day with a near 20%
gain. That debut propelled SpaceX into the upper echelon of global market capitalizations and materially
increased its founder’s net worth.

More interesting than the first-day pop is the structure. Only a small fraction of the company’s total equity was
initially floated, leaving a very limited tradable supply relative to the scale of demand from global institutions,
sovereign wealth funds, retail investors, and passive vehicles. This combination of a tiny float and pent-up
demand was always likely to produce an impressive opening print. The real test will come over time: as lockups
expire, additional tranches are floated, and the company returns to the market for follow-on capital to fund its
ambitions.

Those ambitions are, by design, enormous. The strategic plan ties together launch services, global connectivity,
and Al infrastructure, including orbital and terrestrial data centers renting capacity to leading Al developers and
cloud providers. Aspirational revenue targets are framed in the trillions over the coming decade, implying
extremely high compound growth from current levels. Whether those targets are ultimately realized is less
important today than the signal embedded in the capital structure: to pursue these projects at scale, SpaceX is
willing to lean hard on public equity markets as a core funding source.

In that sense, SpaceX is less a one-off anomaly and more a flagship for a broader pattern: capital-hungry Al and
infrastructure platforms beginning to tap the public markets in size.

Al’s Capital Needs and Market Implications

The Al boom is not just a story of software and algorithms; it is, at least as much, a story of physical investment.
Data centers, advanced chips, power generation and transmission, cooling, and connectivity all require
substantial upfront capital. For the “hyperscaler” platforms and their ecosystem, the financing sequence has
been clear: first internal cash flow, then debt, and now equity.

This progression matters because each step changes the return profile for existing shareholders. As net share
repurchases slow or reverse, one of the most reliable supports for per-share earnings growth is diminished. At
the same time, issuance at high multiples can make sense from a corporate finance perspective: if the market
is willing to pay a premium price for equity, raising capital via stock can be less costly than layering on additional
debt at current yields. The trade-off is dilution risk and a higher bar for future returns.

The surge in issuance is not limited to new listings. Large, established technology companies that were once
among the most aggressive repurchasers of their own shares are now announcing substantial equity sales to
help finance Al-related investment pipelines. In parallel, late-stage private Al companies are preparing to float
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with valuations in the hundreds of billions, often offering only a narrow initial float that leaves significant
incremental supply waiting just beyond the lock-up horizon.

Taken together, these developments imply that investors will need to re-engage with questions that had faded
into the background: who is the marginal buyer, at what price, and with what time horizon?

How the Market Absorbs New Supply

Individually, even mega-IPO deals are digestible for global capital markets. Collectively, however, a sustained
period of large IPOs and secondaries can become a meaningful headwind if they arrive in close succession. The
modern US equity market is anchored by passive vehicles, buyback programs, and a vibrant retail segment, but
none of these sources of demand are truly infinite.

Passive funds are governed by flows and index weights, not narrative; they will buy whatever is included in the
benchmark, but their capacity is proportionate to new capital. Corporate buybacks are already under pressure
from the need to finance capex and preserve balance-sheet flexibility. Retail investors have become a larger
share of trading volume and are often enthusiastic participants in high-profile offerings, but their behavior can
be volatile and momentum-driven.

In this environment, the sequencing of issuance becomes almost as important as its absolute scale. A well-timed
mega IPO into a strong tape can perform well and reopen the pipeline for others. A string of deals that perform
poorly in the after-market can quickly sour sentiment, widen IPO discounts, and delay subsequent transactions.
Lock-up expirations introduce a second wave of supply that can weigh on prices months after the initial listing,
particularly when floats start from very low levels.

Historical studies of large issuance waves suggest that broad equity indices tend to deliver lower—but still
positive—returns in the year following clusters of mega IPOs. The key takeaway is not that issuance
automatically derails bull markets, but that it narrows the path for continued multiple expansion and reinforces
the importance of underlying earnings growth.

Broader Participation Beneath the Headlines
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particularly banks and brokers with significant underwriting and trading franchises, stand to gain from higher
volumes of IPOs, secondaries, and related transactions. Basic materials and resource companies are supported
by the prospect of sustained demand for inputs critical to electrification, data center construction, and
infrastructure. Airlines and other cyclicals have participated as the market prices in a more durable expansion
and increased global activity.

This rotation is consistent with prior episodes where the market transitions from a narrow, multiple-driven
advance to a more broad-based, earnings-driven expansion.

It also aligns with the logic of the capital cycle: as certain sectors shift from returning capital to deploying it, the
beneficiaries often include those providing the funding and those supplying the physical inputs.

What This Means for Risk and Returns

From an allocator’s perspective, the rise in equity issuance should be understood as a shift in the distribution of
outcomes rather than a simple on/off switch for the bull market. Higher supply increases the demand on
investor capital and introduces incremental headwinds for broad indices, especially when starting valuations
are elevated. It also raises the stakes for stock selection and timing around primary market events.

At the index level, resilient earnings can still support positive returns, but the margin for error is thinner.
Scenarios that previously might have been absorbed via buybacks and multiple expansion now have to be
financed against a backdrop of more frequent and larger capital raises. Volatility is likely to increase as the
market periodically reassesses the balance between long-term opportunity and near-term dilution.

For individual companies, the key question is no longer just whether they can grow, but whether they can do so
in a way that justifies repeated trips to the equity market. Businesses that can fund their investment needs from
internal cash flow retain more control over their capital structure and are less exposed to shifts in risk appetite.
Those that depend heavily on external equity need to demonstrate compelling, high-return projects to maintain
investor support.

A More Capital-Intensive Market Cycle

Stepping back, the pattern unfolding today has clear historical echoes. Major technological and infrastructure
transitions—the building of railroads, canals, global telecommunications networks, and the early internet—have
often been financed through waves of equity issuance. These periods produced both extraordinary long-term
winners and painful episodes of oversupply and misallocation.

The Al and space build-out appears to be entering a similar phase. The opportunity set is vast, but so are the
capital requirements. The new element in this cycle is the interplay between private and public markets. Many
of the flagship companies are arriving in the public arena with already massive private valuations and complex
capital structures, compressing what used to be a multi-decade process into a far shorter timeframe.
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Conclusion

Our core conviction is that the market is moving from an era defined by equity scarcity to one increasingly shaped by
capital formation. For allocators, that marks an important transition. It does not diminish the long-term opportunity in Al,
digital infrastructure, or innovation-led growth; rather, it changes the lens through which that opportunity should be
assessed.

As new issuance rises, the market is likely to place a greater premium on earnings durability, capital discipline, and the
ability to translate ambitious investment into attractive returns. In that setting, a more selective approach is warranted:
broad market exposure can still participate, but leadership is likely to broaden, returns should become more
differentiated, and valuation alone may prove a less dependable source of upside.

e Treat the pace of equity issuance as an increasingly important variable in setting expectations for index-level
returns.

e Remain selective in large new offerings, particularly where modest initial floats may be followed by meaningful
secondary supply.

e Favor businesses with capital discipline, self-funding capacity, and a credible path from investment to durable
earnings growth.

e Look beyond the headline Al beneficiaries to the financial, industrial, and infrastructure enablers of the cycle.

Contributors

Ignacio Pakciarz

Co-Founder & CEO
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Important Disclosures and Disclaimers

This material is distributed for informational purposes only and intended solely for BigSur Wealth Management, LLC
(“BigSur” or the “Adviser”) clientele and or other parties to whom BigSur chooses to share such information. The
discussions and opinions in this document (or “report”) are intended for general informational purposes only, and are not
intended to provide investment advice and there is no guarantee that the opinions expressed herein will be valid beyond
the date of this document. While taken from sources deemed to be accurate, BigSur makes no representations regarding
the accuracy of the information in this document and certain information is based on third-party sources (e.g. Bloomberg,
Factset, Wall Street Journal) believed to be reliable, but has not been independently verified and its accuracy or
completeness cannot be guaranteed. Any asset allocation proposals described herein are based on proprietary ratings
and categorizations which involve varying levels of subjective analysis and interpretation. The asset allocation breakdown
is intended to be a summary of BigSur’s view on each asset class and its risk components which includes various factors
including, but not limited to: market conditions and trends, correlation of securities, volatility, interest rate and issuer risk.

This article is not intended to provide personal investment advice and it does not take into account the specific investment
objectives, financial situation, and the particular needs of any specific investor. Views regarding the economy, securities
markets or other specialized areas, like all predictors of future events, cannot be guaranteed to be accurate and may result
in economic loss to the investor. Any strategies referenced BigSur believes may present opportunities for appreciation
over the subsequent time periods. BigSur closely monitors securities discussed and client portfolios and may make
changes when warranted as a result of evolving market conditions. There can be no assurance that any investment
strategies and/or performance included or referenced in the article will remain the same and investment strategies,
philosophies, and allocation are subject to change without prior notice.

Any specific securities or companies identified and described may or may not be held in portfolios managed by the Adviser
and do not represent all of the securities purchased, sold, or recommended for advisory clients. The reader should not
assume that any investments in securities and/or sectors identified and discussed were or will be profitable. BigSur may
change its views on these securities at any time. There is no guarantee that, should market conditions repeat, these
securities will perform in the same way in the future. Any performance illustrations shown herein have not been audited
and may reflect the reinvestment of dividends, interest and other earnings. Any performance and return illustrations
have not been independently verified or audited by BigSur. Returns may be estimated and may not reflect actual
performance. Further, past performance and returns may be subject to revision. BigSur does not undertake to update
this information, and the results discussed may change without notice.

There are many factors that an investor should be aware of when trading options which can impact their overall
performance such as market volatility, interest rates, and time horizon. Investors should only engage in options trading
that is best suited to their financial condition and option experience. There is the potential to lose your entire investment
in options as well as suffer unlimited downside loss. The options strategy outlined in this commentary only reflects
BigSur’s opinion and is subject to change at any time. Before trading options, you should understand these risks and
carefully review and read the booklet entitled “Characteristics and Risks of Standardized Options” which is available
at www.theocc.com. BigSur can provide you a copy of this booklet as well.

Please also note that this commentary is not investment research or considered a research recommendation for regulatory
purposes as it does not constitute substantive research or analysis. In discussion of any strategy, results and risks are
based solely on assumptions and hypothetical examples. Actual results, performance and risks will vary depending on
specific circumstances. You are urged to consider carefully whether such services in general, as well as the products or
strategies discussed in this material, are suitable to your needs.


http://www.theocc.com/

= The Thinking Man’s Approach www.bigsurpartners.com

7N

e

Certain public offerings of Alternative Investment products (e.g. interests in real estate, private equity and hedge funds)
are generally offered in reliance upon an exemption and do not require registration under the Securities Act of 1933.

Alternative Investments, therefore, pose additional risks which are different from those inherent in traditional
investments. Investments in Alternative Investments may also involve the use of leverage which involves a high degree
of risk factors including substantial loss of initial investment. Alternative Investments are not required to provide periodic
pricing or valuation information to investors. As such, Alternative Investments are highly illiquid and are generally not
transferrable without the consent of the sponsor/issuer.

This report may include forward-looking statements and all statements other than statements of historical fact are to be
considered forward-looking and subjective (including words such as “believe,” “estimate,” “anticipate,” “may,” “will,”
“should,” and “expect”). Although we believe that the expectations reflected in such forward-looking statements are
reasonable, we can provide no assurance that such expectations will prove to be correct. Many factors including changing
market conditions and global political and economic events could cause actual outcomes, results or performance to differ
materially from those discussed in such forward-looking statements. BigSur shall not be responsible for the consequences
of reliance upon any opinion or statements contained herein, and expressly disclaims any liability, including incidental or
consequential damages, arising from any errors, omissions or misuse.

”

This information is highly confidential and intended for review by the recipient only. The information should not be
disseminated or be made available for public use or to any other source without the express written authorization of
BigSur. Distribution of this document is prohibited in any jurisdiction where dissemination of such documents may be
unlawful. Please contact your investment adviser, accountant, and/or attorney for advice appropriate to your specific
situation.

BigSur Wealth Management, LLC
1441 Brickell Avenue, Suite 1450
Miami, FL 33131

Office (Main): 305-740-6777
Fax: 305-350-9998
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