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Dear Partners,

Our fund’s performance during the second quarter was largely unchanged from where
your first-quarter statements ended, with Rowan Street declining approximately 1%

during the quarter. That brings our net return for the first half of 2026 to -21%.

While the stock prices of many of our holdings have remained under pressure in 2026,
the businesses themselves have continued to execute well. We've seen periods like this
several times throughout Rowan Street’s 11-year history, where stock prices
temporarily diverged from underlying business performance. They are a natural part of
long-term investing, and we believe that, over time, business performance ultimately

drives investment returns.

With that, let’s set the stock market aside for a moment.


https://substack.com/@alexkopel

Imagine you had been away for the past six months—with no internet, no financial
news, and no way to check stock prices. If you owned these businesses privately, the

only question worth asking upon your return would be:
How are the businesses we own actually performing?

Let’s answer that question. The following is the report we would want to receive as

business owners.

Business Owner’s Report

Meta Platforms (META)

Business Update:

Meta delivered another exceptional first half of 2026. Revenue grew 33% year over year
to $56.3 billion in the first quarter, followed by another 28% increase to $60.8 billion in
the second quarter. First-half revenue reached approximately $117 billion, while
trailing twelve-month revenue surpassed $228 billion, up 26% year over year. Meta’s

Family of Apps now serves approximately 3.6 billion people each day.

Perhaps most encouraging, the company’s Al investments are already producing
measurable results across engagement and advertising. Instagram time spent grew at a

double-digit rate, while Facebook video time increased 9%, driven largely by



improvements in Al-powered recommendations. At the same time, ad impressions
increased 14% and the average price per ad rose 12%, helping Family of Apps

advertising revenue grow 27% during the second quarter.

Meta’s Al-powered advertising products are also scaling rapidly. Advantage+, its suite
of automated campaign tools, has reached a $75 billion annual revenue run rate, while
more than nine million small businesses now use at least one of Meta’s generative Al

creative tools. Recent improvements to the company’s advertising models increased ad

clicks by 8.3% and conversions by 15.7% on Facebook.
Market Narrative:

Despite another quarter of exceptional revenue growth, investor attention remained
firmly fixed on the cost of Meta’s expanding AI ambitions. Capital expenditures
reached $31 billion during the quarter, reducing free cash flow to less than $1 billion,

while management raised the lower end of its expected 2026 capital expenditures to
$130 billion.

The market’s concern is whether Meta’s Al infrastructure investments will ultimately
earn attractive returns on the enormous amounts of capital being deployed. While Al
is already producing measurable benefits across advertising and user engagement,

investors remain uncertain about how large those benefits can ultimately become and



how quickly emerging opportunities in Al agents, subscriptions, model APIs, and

enterprise services will translate into meaningful earnings and cash flow.
Our Perspective:
Now let’s zoom out and evaluate the business as owners.

While investors continue to debate the long-term returns Meta will earn on its
unprecedented Al infrastructure investments, we find it useful to step back and
evaluate the business over a longer time horizon. Since we first invested in Meta back

in 2018, the company’s annual revenue has increased from approximately $48 billion to
more than $228 billion.
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More remarkable than the increase in size is the durability of the business. After
navigating Apple’s privacy changes, intensifying competition, the metaverse
investment cycle, and now an unprecedented buildout of Al infrastructure, Meta
managed to return to roughly the same rate of growth it achieved in 2019 despite now
generating nearly 5x as much annual revenue. Think about it — a business serving
approximately 3.6 billion people and generating more than $228 billion in annual

revenue is still growing at nearly 30% per year.
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No one can know today what return Meta will ultimately earn on its current Al
infrastructure investments. However, the evidence so far is encouraging. Many of the
improvements driving today’s business—higher engagement, better advertising
performance, and new Al-powered products—are the direct result of Meta’s

investments in artificial intelligence.

When outcomes are uncertain and the investment horizon stretches many years into
the future, we believe it is often more important to evaluate these decisions in the
context of management’s long-term capital allocation record. Mark Zuckerberg has
repeatedly demonstrated a willingness to make large, unpopular investments years
before their economic benefits became widely recognized. That history does not
guarantee success this time, and some investments—most notably Reality Labs—have
yet to demonstrate attractive economic returns. Nevertheless, his record as a founder,
business builder, and capital allocator gives us confidence that these decisions reflect a
thoughtful capital allocation process informed by far deeper insights into the business

than we, or the market, can reasonably have.

Overall, our conviction in Meta has only increased since we first invested in 2018.
Although Meta’s share price has appreciated substantially over that time, the
underlying business has improved even more. In our view, Meta is a stronger business
today, with wider competitive advantages and greater long-term earnings power than

when we first became owners.



For readers interested in a more detailed discussion of how our Meta thesis has evolved, we
recently published a separate essay: Why We Like Meta More Today Than When We First
Bought It.

Tesla (TSLA)

Business Update:

Tesla continued to make progress on what we believe are the initiatives that matter
most over the long term. The company achieved record Q2 deliveries, exited the
quarter with its largest order backlog since 2023, and management noted that

production is increasingly constrained by supply rather than demand.

Perhaps most notably, Full Self-Driving (FSD) is becoming a primary driver of
customer demand. As Musk remarked, many customers are now “buying Full Self-
Driving with a car attached” rather than simply purchasing a vehicle. Robotaxi
operations also continued to scale during the quarter. Tesla expanded service to seven
U.S. markets, including Texas, Florida, and the San Francisco Bay Area, with
autonomous miles driven increasing by more than 10% each week. Management
emphasized that the pace of expansion is being dictated not by demand, but by safety.
Optimus also remains on track to begin production, although management

emphasized that manufacturing will likely scale gradually given the unprecedented
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complexity of building what Elon Musk believes could ultimately become the largest

product in history.

Tesla also continued investing aggressively in the infrastructure supporting its long-
term roadmap. Management expects capital expenditures to exceed $25 billion this
year and continue increasing over the next several years as the company expands
Robotaxi, Optimus, AI compute, semiconductor manufacturing, energy storage, and

vehicle production capacity.
Market Narrative:

The market remains focused on the length of Tesla’s investment cycle. Management
now expects capital expenditures to continue increasing over the next several years as
the company builds out Robotaxi, Optimus, Al infrastructure, and semiconductor
manufacturing. Investors are questioning how long profitability and free cash flow will

remain under pressure before these investments begin generating meaningful returns.
Our Perspective:

Our investment thesis remains unchanged since we first became owners a little over a
year ago. We continue to believe the market is largely focused on the visible costs of
Tesla’s current investment cycle, while placing less value on the interconnected

ecosystem the company is building beneath the surface. Tesla’s advantage is not one



isolated technology or product, but a collection of reinforcing capabilities—including
manufacturing, real-world data, artificial intelligence, software, energy, and vertical
integration—that we believe continuously reinforce one another, making the overall

system increasingly difficult to replicate.

For readers interested in a deeper discussion of our investment thesis, we recently published

Tesla’s Invisible Moat: The Most Elegant Physical Al Training Program Ever Built, where we

explore why Tesla’s moat is deeper than the market may appreciate—and why we believe

competitors will find it exceptionally difficult to replicate.

Shopify (SHOP)

Business Update:

Shopify reports its Q2 results on August 5, so this update reflects the company’s Q1
performance. Shopify delivered another outstanding quarter. Revenue grew 34% year
over year to $3.2 billion—its strongest quarterly growth in four years—while Gross
Merchandise Volume (GMV) increased 35% to $101 billion, marking the second

consecutive quarter above the $100 billion threshold.

Growth remained broad-based across the platform. B2B revenue increased 80%, Shop
Pay revenue grew 59%, free cash flow margin remained a healthy 15%, and core

operating income more than doubled to $382 million.
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Market Narrative:

The market remains focused on the potential impact of Al-powered shopping agents.
As consumers increasingly use conversational Al to search for products and make
purchases, some investors question whether traditional e-commerce platforms will

remain as important in facilitating online commerce.
Our Perspective:

We came away from the quarter with the opposite conclusion. Rather than being
disintermediated by AI, Shopify appears to be positioning itself as one of the
foundational infrastructure providers for agentic commerce. Through initiatives such
as the Universal Commerce Protocol, the company is helping establish an open
standard that allows AI shopping agents to discover products, interact with

merchants, and complete purchases using Shopify’s commerce infrastructure.

If Al increasingly becomes the interface through which consumers shop, we believe
Shopify is working to ensure those transactions still flow through its platform rather

than around it.

For us, the broader investment thesis remains unchanged. Shopify continues to evolve
from an e-commerce platform into an increasingly comprehensive commerce

operating system, providing merchants with more tools, more services, and deeper



integration across their businesses. We believe Al will accelerate that evolution rather

than disrupt it, making Shopify even more valuable to merchants over time.

Topicus (CVE:TOI)

Business Update:

Topicus reports its Q2 results on August 5, so this update reflects the company’s Q1
performance. Topicus delivered another solid quarter. Revenue grew 23% year over
year to €435.7 million, while organic growth remained positive at 5%. Although
reported net income declined 24%, the comparison is distorted by a one-time gain
recognized in the prior year. Adjusting for that item, underlying earnings increased by

approximately 42%.

The more important development over the past year has been capital allocation rather
than quarterly earnings. Topicus built a ~25% ownership stake in Asseco Poland, its
largest investment to date, investing approximately €413 million at an estimated
valuation of roughly 8x EV/EBITA. Since then, Asseco’s shares have appreciated
significantly and now trade closer to 20x EV/EBITA, suggesting Topicus acquired a
well-run acquirer of vertical market software businesses at a substantial discount to

today’s market value.

Market Narrative:



Despite continued business progress, Topicus shares remain well below their 2025
highs. The decline has been driven primarily by a broader de-rating across vertical
market software, as investors weigh the potential impact of artificial intelligence on
legacy software businesses. This pressure has been more acute for Topicus than for its
parent, Constellation Software, reflecting its smaller scale, higher visibility to the
Asseco Poland transaction, and greater sensitivity to sentiment in European software

markets specifically.

Our Perspective:

We believe the market is placing greater emphasis on near-term uncertainty than on

the qualities that have made businesses like Topicus successful for decades.

The company’s software is deeply embedded within mission-critical workflows across
government, healthcare, financial services, and other specialized industries where
switching costs remain exceptionally high. While artificial intelligence will
undoubtedly reshape software over time, we believe these businesses are better
positioned than the market currently assumes. Management has openly acknowledged
Al as an important technological development to monitor, which we view as a sign of

disciplined leadership rather than complacency.

Perhaps more importantly, the Asseco investment illustrates exactly why we own

Topicus. This was a large, patient allocation of capital into a high-quality business



trading at a depressed valuation—an investment that has already created meaningful
value. In our view, capital allocation of this quality remains one of Topicus’ greatest

competitive advantages.

Constellation Software (TSE:CSU)

Business Update:

We initiated our Constellation Software position during the first quarter of 2026,
building on the experience we’ve gained over the past four years as shareholders of

Topicus, a Constellation spin-off we have owned since 2021.

Constellation is one of the most remarkable businesses we have ever studied. Since
going public in 2006, it has compounded shareholder capital at approximately 28%
annually while growing revenue at roughly 23% per year and operating profit at nearly

29% per year.

Operationally, the business continues to execute well. First-quarter revenue increased
20%, while free cash flow available to shareholders grew 44%. During the quarter,
Constellation deployed a record $766 million into acquisitions and has committed
another $786 million since quarter-end, continuing the disciplined capital allocation

that has defined the business for decades.

Market Narrative:



The market’s concerns appear centered on two issues. First, the same questions
surrounding artificial intelligence that have weighed on Topicus and the broader
vertical market software sector. Second, founder Mark Leonard’s decision to step
down as President for health reasons in late 2025, creating understandable uncertainty

around the future leadership of one of the world’s most respected capital allocators.
Our Perspective:
Our view differs from the market on both issues.

On artificial intelligence, we believe the market is underestimating the durability of
Constellation’s businesses. Much of its software sits at the center of mission-critical
operations within governments, healthcare systems, utilities, education, financial
services, and other specialized industries. These are not applications that can simply
be replaced by a better AI model. The switching costs are operational, organizational,

and deeply embedded within customers’ daily workflows.

On leadership, we believe one of Mark Leonard’s greatest accomplishments was
designing Constellation so that it would not depend on him. The company’s
decentralized operating model, capital allocation framework, and culture have been
built deliberately over decades. Mark Miller, who has been with the company since its
first acquisition in 1995, has stated that neither the strategy nor the operating
philosophy is changing.



We wish Mark Leonard the very best in his recovery. We also believe the enduring
value of Constellation lies not in one individual, but in the decentralized system he
spent decades building. In many ways, creating a business capable of thriving beyond

its founder may be one of his greatest achievements.

For readers interested in a more detailed discussion of these issues, we recently published a

separate essay: Qur Investment in Constellation Software Amid Elevated Uncertainty.

Why Haven’t the Stocks Followed?

After reviewing each of our businesses, a natural question remains. If these companies

continue to execute so well, why haven’t many of their stock prices followed?

We believe the answer has less to do with how our businesses have performed over the
past six months than with where the market’s attention has been concentrated during
that same period. While our companies continued to strengthen their competitive

positions, investors directed much of their enthusiasm elsewhere.

Much of this year’s market leadership has come from companies supplying the
physical infrastructure behind artificial intelligence. Memory manufacturers,
semiconductor companies, and other businesses enabling the AI buildout have
produced extraordinary returns as investors have poured capital into the sector. At the

same time, many companies actually deploying Al into products used by customers
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every day—including several we own—have seen far less recognition despite

continued operational progress.

The enthusiasm behind this investment cycle is understandable. OpenAl and
Anthropic have grown at rates with almost no precedent in enterprise software
history, leading Amazon, Microsoft, Alphabet, and Meta to collectively commit an
estimated $700 billion toward Al infrastructure during 2026 alone. Artificial
intelligence is clearly one of the most important technological shifts of our generation
and has the potential to become one of the most consequential technological

transformations in human history.
The investment question, however, is different from the technology question.

Today’s market prices increasingly assume that today’s extraordinary growth rates will
continue for many years. That assumption may ultimately prove correct. It may not.
We simply don’t know. What we do know is that when expectations become

exceptionally high, the margin for error becomes exceptionally small.

We don’t know when—or whether—that concentration unwinds. Making that kind of
prediction isn’t part of our investment process, and it never has been. History reminds
us that periods of extraordinary enthusiasm come and go. Our response has never been

to predict when they will end, but simply to remain disciplined while they unfold.



Instead, we continue to evaluate businesses one at a time. The portfolio that has
emerged from this process looks different from where the market’s enthusiasm has
concentrated this year. Meta and Tesla are participating directly in the Al
transformation, but we own them for the same reasons we own every Rowan Street
investment: exceptional businesses with durable competitive advantages, outstanding
management, and long runways to reinvest capital at attractive rates. Their
participation in Al reinforces our investment thesis—it is not the investment thesis.
Shopify, Topicus, and Constellation currently face near-term uncertainty from the
same narrative, but we believe each is considerably better positioned to benefit from

Al than the market gives them credit for.

Rather than chasing that momentum, we remain comfortable owning businesses we
understand, whose operating performance continues to improve, even if the market

chooses—for now—to reward something else.

Over time, we believe business performance and stock performance tend to converge.
Our job isn’t to predict when that convergence will occur. Our job is simply to

continue owning exceptional businesses that become more valuable over time.

As always, we remain deeply grateful for the trust our partners have placed in us. We
continue to have the substantial majority of our own net worth invested alongside

yours. That reflects our conviction — not just in the businesses we own today, but in



the investment philosophy and decision-making framework we have spent more than a

decade refining.
Best regards,

Alex and Joe

DISCLOSURES

The information contained in this letter is provided for informational purposes only, is not
complete, and does not contain certain material information about our fund, including
important disclosures relating to the risks, fees, expenses, liquidity restrictions and other terms
of investing, and is subject to change without notice. The information contained herein does
not take into account the particular investment objective or financial or other circumstances of
any individual investor. An investment in our fund is suitable only for qualified investors that
fully understand the risks of such an investment. An investor should review thoroughly with his
or her adviser the funds definitive private placement memorandum before making an
investment determination. Rowan Street is not acting as an investment adviser or otherwise
making any recommendation as to an investor’s decision to invest in our funds. This document
does not constitute an offer of investment advisory services by Rowan Street, nor an offering of
limited partnership interests our fund; any such offering will be made solely pursuant to the

fund’s private placement memorandum. An investment in our fund will be subject to a variety



of risks (which are described in the fund’s definitive private placement memorandum), and
there can be no assurance that the fund’s investment objective will be met or that the fund will
achieve results comparable to those described in this letter, or that the fund will make any
profit or will be able to avoid incurring losses. As with any investment vehicle, past
performance cannot ensure any level of future results. IF applicable, fund performance
information gives effect to any investments made by the fund in certain public offerings,
participation in which may be restricted with respect to certain investors. As a result,
performance for the specified periods with respect to any such restricted investors may differ
materially from the performance of the fund. All performance information for the fund is
stated net of all fees and expenses, reinvestment of interest and dividends and include
allocation for incentive interest and have not been audited (except for certain year end
numbers). The methodology used to determine the Top 5 holdings is the largest portfolio
positions by weight. The top 5 do not reflect all fund positions. The Top 5 can and will vary at
any given point and there is no guarantee the fund will meet any specific level of performance.
Net returns presented are net of fund expenses and pro-forma performance fees. Rowan Street

Capital does not charge fixed management fees.

Support Alex Kopel
Launched 2 years ago

Founder-obsessed investor. Investing alongside founders and owner-operators whose personal identity is
inseparable from their mission. When | find them, | try to buy right — and hold on. Managing Partner at



Rowan Street Capital.
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Have been following you for a few years now. I'm sure your conviction will pay off like it did in 2023.
Any thoughts on The Trade Desk?
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