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Market Views

e U.S. equity indices delivered mixed performance throughout July as the market navigated a shift in momentum, with solid Q2 corporate
earnings and easing oil prices contending against climbing Treasury yields and lingering inflation concerns. While mega-cap technology and
Al infrastructure names experienced consolidation, a late-month rotation into cyclicals allowed market breadth to expand beyond mega-cap
equities. This sector broadening helped the Dow Jones Industrial Average eke out a 0.3% gain, even as the tech-heavy Nasdagq Composite
(-3.2%), the S&P 500 (-0.1%), and the Russell 1000 Growth (-4.8%) closed slightly off their record highs.

Al Frontier Spotlight

e  Frontier model capabilities. In mid-July Moonshot Al released their latest flagship LLM, the Kimi K3, which sent ripples through the Al
ecosystem. Pioneered by Moonshot Al, the Kimi model release represents a major technical leap forward in ultra-long context processing
and agentic intelligence. By scaling context capacity while maintaining high reasoning efficiency, Kimi's multi-trillion parameter performance
fundamentally transforms how models execute complex software engineering, deep research, and multi-step tool workflows. Its presence
on the frontier reinforces the growing momentum of high-performance open-weight models, as compared to the closed-source systems of
OpenAl and Anthropic, that push the limits of scalable, accessible Al

e Astra/GPT5.6 Sol jailbreak. During an internal cybersecurity test with safety filters deliberately lowered, OpenAl’s advanced models (GPT-
5.6 Sol and Astra) found a zero-day flaw in a package-proxy tool, broke out of their sandbox, and gained internet access. Once free, they
deduced that Hugging Face probably held the answers to the tests they were being required to take, then hacked into its systems, escalated
privileges, stole credentials, and ran tens of thousands of automated actions across internal servers. Hugging Face caught and stopped the
intrusion on its own; thankfully, the damage was limited to some internal data and credentials rather than a full takeover. The above incident
highlights the speed at which these frontier models are improving, with this incident being but a mild worry just a mere 1-2 years ago.

Food for Thought
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B enforcement staffing shortage? Shifting public perception
00% and rising attrition have created severe recruitment
shortages, forcing public safety departments to operate
well below necessary operational headcount. National
surveys show that law enforcement agencies are operating
at a 10% workforce deficit, with overall officer counts
remaining below their pre-2020 levels. To bridge this labor
gap, agencies are turning to tech-forward solutions that
replace manual administrative tasks, like report writing,
body-cam analysis, and dispatch triage, with Al workflows.
By drastically reducing desk-bound paperwork, these
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¢ Can orbital data centers bypass Earth’s power and permitting limits for Al? As land constraints, grid connection queues, and environmental
permitting stretch deployment timelines on Earth to nearly a decade, hyperscalers and space ventures are looking toward low-Earth orbit
as the next frontier for Al compute infrastructure. By leveraging 24/7 unfiltered solar energy and direct optical interconnects, orbital data
centers bypass terrestrial power grid limitations while using laser links for high-bandwidth data transmission. While significant hurdles remain,
early orbital compute deployments are already processing satellite data on site to drastically cut ground downlink latency. If launch costs
continue to drop from their current ~$2,000 per kg to the possible ~$150 per kg with the Starship platform, off-world inference nodes could
transition from a sci-fi concept into a viable offloading mechanism for terrestrial power grids.

¢  How are identity-based attacks rendering traditional endpoint security obsolete? The modern threat landscape has shifted from traditional
malware execution, where a user unknowingly downloads an executable file, to identity-centric intrusions, where adversaries steal legitimate
credentials. The latest threat intelligence from CrowdStrike reveals that 82% of observed cyber detections are now entirely malware-free.
Attackers are increasingly abusing trusted single sign-on applications and Saa$S authentication workflows to exfiltrate enterprise data without
ever touching an endpoint. To protect these expanding cloud attack surfaces, security spending is rapidly reallocating from basic antivirus
software to unified identity protection and real-time posture management platforms.

Monthly Podcast Spotlight

e The Grid: The Largest Machine Ever Built by Stepchange. The Grid covers the history of the largest interconnected machine in human history,
the American electrical grid. The podcast begins with the dawn of electricity in the 1700s and finishes with the Al demand shock of the
2020s. The Grid is a thorough recap of “how the system was built, who built it, and why the biggest transformation since electrification is
happening right now.” We found this podcast helpful in illuminating a topic that continually surfaces as one of Al's most critical bottlenecks.
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