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As markets reach new highs and artificial intelligence stocks continue to rally, some investors are
asking "are we in a bubble?" This is as much about investor psychology as it is about market
conditions. While it's normal to worry about bubbles, focusing too much on them can lead to
counterproductive portfolio decisions that prioritize timing and short-term trading rather than long-
term financial goals.

The concept of a “bubble” is often taken for granted when we talk about financial markets, but it's
actually quite hard to define what the term means. Markets naturally experience cycles, and how
investors perceive risk changes over time. For every example of a bubble - including the late 1990s
dot-com era and the mid-2000s housing boom - there are countless other situations when investor
concerns never materialized. For example, investors constantly worried about additional bubbles
after the 2008 financial crisis, only for this period to become the longest bull market on record.

So, the question of whether there is a bubble should be distinguished from "will the stock market
experience a setback?" As investors know from the past several years, short-term stock market
declines are normal and can occur without notice. Just earlier this year, the S&P 500 declined 19%
but bounced back in less than three months. Many who tried to time the market during this period
likely found themselves on the sidelines as the market recovered.

While the past is no guarantee of the future, the stock market has made significant gains over
history despite periodic challenges. In this uncertain environment, how can investors stay focused
on building portfolios aligned to their financial plans?
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Valuations are high but there are important factors to keep in mind
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. concept of value. As with everything in life,

what matters in investing isn't just what
price you pay but what you get for your
money. After all, the reason investors buy
stocks is to own a part of a business and its
cash flows. Valuation metrics such as price-
to-sales or price-to-earnings tell us not just
the price of a share, but what we're getting

for that price.
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The accompanying chart shows the Shiller
price-to-earnings ratio which provides
perspective on long-term valuation trends
by using inflation-adjusted earnings over
the past ten years. The current level of 38x, which means that investors are paying $38 for each
dollar of historical earnings today, is well above the average of 27x. This has fluctuated over the
past few years as markets have navigated inflation, policy uncertainty, and volatility in technology
stocks.
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With many measures showing that the stock market is expensive by historical standards, there are
a few key points for investors to keep in mind. First, it's important to emphasize that valuations do
not reliably predict stock market returns in the near term. Instead, they tell us how much investors
are willing to pay based on their expectations about the future. Even when stocks appear
expensive, markets can continue rising for months or years if business fundamentals remain
strong. This is why trying to time the market can often be counterproductive.

Second, while there are parallels to the 1990s tech boom since both periods feature high
valuations and excitement around new technologies, there are some key differences. Unlike the
unprofitable dot-com companies of the past, current market leaders are well established, have
strong profitability, and healthy balance sheets. Just as the information technology revolution
ultimately benefited all types of companies over the past few decades, so too could developments
in artificial intelligence.

Third, not all bubbles “pop.” While valuations can come back to Earth if prices fall, they can also
improve if earnings and other fundamentals remain strong. Some of the enthusiasm experienced
by the market today is in anticipation of higher future earnings. Corporate performance has
justified some of these expectations in recent quarters with earnings growth coming in stronger
than many had anticipated.
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Opportunities exist across a range of styles and sizes

, While valuations for the broad market are
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highest at 28x. Other stock market sizes
and styles, including Large Value and Small

. X I Caps, have more attractive valuations,
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This is true across stock market sectors as
well. Artificial intelligence-related
companies are primarily concentrated in
the Information Technology,
Communication Services, and Consumer

Discretionary sectors. In recent quarters,
positive trends have broadened to other sectors with more attractive valuations too, including
Financials, Industrials, and more.

Sources: Clearnomics,
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For investors, including a range of sizes, styles, and sectors in a portfolio not only helps reduce
“concentration risk,” but can improve the overall valuations of holdings to better manage risk. It’s
difficult to predict exactly which areas of the market will outperform over any given period, so
holding an appropriate mix can help to improve portfolio balance.

Time remains one of the most powerful investment tools
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the chart above shows, some of the most
impactful market events appear less
dramatic when zooming out over years and
s decades - time horizons that are
appropriate for many investors’ financial
goals. For instance, the tech and housing
bubbles, while challenging at the time,
: both experienced recoveries as the market
rose to new all-time highs.
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This emphasizes the importance of not only
portfolio positioning, but investment
concepts that take advantage of longer
timeframes such as dollar cost averaging. Even those who invested at the worst points in history,
such as the 1929 market peak before the Great Depression, achieved positive returns over time.

Starting during lower valuations generally produces better returns, but this advantage diminishes
over extended time horizons.
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Concerns over a “bubble” have grown as the market continues to reach new all-time highs, and
technology stocks continue to grow in importance. Rather than focusing on what this means for the
market in the short run, investors should consider historical lessons and how they impact long-term
portfolios.

The bottom line? Today's market valuations are high due to strong earnings and
business fundamentals. The key is maintaining a diversified portfolio that can benefit
from growth while managing risk, something best done with professional guidance.
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Aspen Wealth Strategies, LLC (“Aspen”) is a registered investment advisor. Advisory services are
only offered to clients or prospective clients where Aspen and its representatives are properly
licensed or exempt from licensure.

The information provided is for educational and informational purposes only and does not
constitute investment advice and it should not be relied on as such. It should not be considered a
solicitation to buy or an offer to sell a security. It does not take into account any investor's
particular investment objectives, strategies, tax status or investment horizon. You should consult
your attorney or tax advisor.

The views expressed in this commentary are subject to change based on market and other
conditions. These documents may contain certain statements that may be deemed forward?
looking statements. Please note that any such statements are not guarantees of any future
performance and actual results or developments may differ materially from those projected. Any
projections, market outlooks, or estimates are based upon certain assumptions and should not be
construed as indicative of actual events that will occur.

All information has been obtained from sources believed to be reliable, but its accuracy is not
guaranteed. There is no representation or warranty as to the current accuracy, reliability or
completeness of, nor liability for, decisions based on such information and it should not be relied
on as such.

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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