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1. EDITORIAL

FINANCIAL MARKETS, SUPER BOWL

OR DAMP SQUIB?

As always, the answer to this question de-
pends on where you find yourself. A French
investor who sees successive governments’
survival times shrinking and discussions on
the pension system dragging on indefinite-
ly will find it hard to be optimistic. A spec-
tacular jewellery theft at the Louvre (albeit
unrelated to the markets and with no effect
on French interest rates) is likely to seal

their judgement: quite a terrible period...

On the other side of the Atlantic, investors are ex-
periencing a very different atmosphere. As the earn-
ings season progresses, it is very likely that results
will be good: 80% of US companies that have re-

ported their results have beaten estimates in terms

of revenue and profit. However, this month has
not been without its hiccups: on the 10th of Octo-
ber, the S&P500 bullish run of recent months was
interrupted by a sharp decline of around 3%. The
woes of two mid-sized banks, Zions Bancorp and
Western Alliance, brought back bad memories, and
Jamie Dimon, the iconic CEO of JP Morgan, at-
tempted to dampen the more optimistic souls by
making an anxiety-inducing comparison: when
you see one cockroach, there are usually several

more out of sight...

However enthusiasm quickly returned and the bulls
regained control. The most insatiable among them
will soon have access to a 5x leveraged ETF. The
fact that the SEC (the US market regulator) has au-

T1: VALUATION & MARKET CAP OF LARGEST TMT STOCKS TODAY VS. TECH BUBLLE

| MarketCap { NTMP/E

MICROSOFT CORP

CISCO SYSTEMS INC

{INTEL CORP

'LUCENT TECHNOLOGIES INC. | 2357 49

{IBM CORP

TIME WARNER INC.

| AT&T INC.

| AT&T CORP. Co1624 24

{ ORACLE CORP.

 WORLDCOM INC.

Median

Source: Bloomberg, BES, december 1999 — october 2025
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Market Cap

NTMP/E
NVIDIA CORP 4921,0 30
MICROSOFT CORP 3849,0 31
APPLE INC 3995,0 32
ALPHABET INC. 3397,0 25
AMAZON.COM INC. 2611,0 32
META PLATFORMS INC. 1635,0 21
BROADCOM INC 1746,0 38
TESLA INC 1518,0 197
VISAINC 671,1 26
NETFLIX INC 474,1 33
Median 2178,5 31




thorised such a risky tool for all types of investors
may come as a surprise and adds fuel to the fire
for the Cassandras, who see many similarities be-
tween the current period and the internet bubble
of the 2000s. And certainly, these periods in which

the desire to win is too strong often end painfully.

The Cassandras, predicting the imminent arrival
of a black swan base their conclusion on two key
arguments. The first is that the hundreds of bil-
lions invested in Al are producing and will contin-
ue to produce very little financial return. To put it
simply, Open Al raises huge amounts of capital for
every dollar of revenue, which is then invested in
a chain of other players. Among them, Oracle and
Nvidia will reap profits, but at the same time, most

players in the chain will incur much greater losses.

The second argument put forward by the “bears”
is simply one of valuation, of market overpricing.
It is also worth considering. The above table com-
pares the multiples of the largest technology and
telecoms stocks in the S&P500 index in dec. 1999

with the current multiples.
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First observation: the companies have a much larg-
er scale now and the US market is now much more
concentrated than at the end of 1999, meaning that
the top stocks will be even more decisive. If we focus
on the top five, their valuations are very high but
do not reflect some of the excesses of the past. We
must go down to seventh place with Tesla to find a
forward P/E* in double digits. It is curious to note
that, despite the strong rise in US markets, the val-
uations of the index’s top stocks are now close to or
lower than those of five years ago (five years ago,
NVIDIA’s forward P/E ratio was 75 times, Ama-
zon’s was 70 times, while Microsoft’s and Apple’s

were close to their current levels, etc.).

Will the vast amounts of money poured into
AI ultimately produce “real” financial re-
sults? The question remains open. If we had
to venture a prediction, it seems likely that
there will be many losses along the way...
These excessive investments are probably
the source of future market fragility, but
the valuations of the tech heavyweights are
“only” very high, and in the United States,
the Super Bowl atmosphere is likely to con-

tinue for some time.

* Forward PE: earnings multiple calculated on earnings
Jor the year ahead (2026) rather than the current year.



2. FIXED INCOME

BETWEEN CONCERN AND RELIEF

Inflation is less frightening

US inflation at 3% is considered a relief, given that
the Fed’s target is 2%. But since the end of August,
the markets have viewed employment figures, a true
barometer of economic health, as the main source
of concern. In this context, the Fed had no alterna-
tive but to proceed with a further 25 basis point rate
cut. Quantitative tightening is set to end on the Ist
December. It began in 2022 and has reduced the
size of the central bank’s balance sheet by $2 tril-
lion. This is an additional accommodative meas-
ure. Jerome Powell stressed that a further rate cut
in December is not a foregone conclusion, leaving
a rather hawkish impression that has slightly dest-

abilised the markets.

Dovish Fed versus neutral ECB

The US central bank’s monetary policy 1s becom-
ing accommodative despite persistently high infla-
tion and mounting concerns. Political and geopo-
litical uncertainties are back, against a backdrop
of trade war over tariffs. Then there is the gov-
ernment shutdown, which while not good in itself,
also deprives us of economic statistics and leads us
to doubt the reliability of those that are published.
When we see the “real employment figures”, once they
have been adjusted for errors due to the shutdown,
they will probably reveal an even worse situation,
and the risk of recession will rise again. Add to this
the fact that Wall Street is treading water and the
return to the forefront of concerns about US re-
gional banks does little to encourage calm. As for
the ECB, it has opted for a status quo, justified by
stable inflation, which nevertheless requires a cer-

tain degree of vigilance. In this uncertain environ-
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ment, which should prompt it to consider a more
accommodative policy, the German 10-year Bund
at 2.6% seems attractive. The more daring will
prefer a French 10-year bond, now rated A+, trad-
ing at 3.4%.

A 10-year bond logically at 4%

US long-term rates are likely to remain at their cur-
rent level, with little risk of sharp increases. Nor are
they likely to ease significantly, as a 10-year rate of
around 4% seems entirely appropriate in the cur-
rent environment. As for credit, if the objective is to
generate short-term capital gains, it is best to refrain
from investing. On the other hand, carry trades, al-
though less attractive given current spread levels,
can still have a place in a portfolio. There is like-
ly to be demand for bonds at the beginning of next
year, as the money market rate will probably rise to
3.5% by the end of the year, compared with 4.5%
ayear ago. Very short-term investments, which we
have dubbed “fleeting pleasures”, will become less and
less attractive. This is especially true with inflation
stable at 3%, as a real rate of 0.5% is hardly any-

thing to write home about!



3. EQUITIES

A TWO-SPEED MARKET...

After a prosperous summer period, glob-
al equity markets ended October up 2.4%,
but with rising sessions against a backdrop
of robust quarterly earnings reports alter-
nating with periods of consolidation, some-

times abrupt.

The major US indices, the S&P 500 and Nasdaq
100, continued to be driven by the theme of artifi-
cial intelligence (AI). The most emblematic exam-
ple remains the chip manufacturer Nvidia, which
became the first company to exceed USD 5 trillion
in market capitalisation. The proliferation of cir-
cular deals between the major players in Al is also
dizzying and remains a source of concern: Nvid-

ia 18 investing in OpenAl, which is signing with

Oracle, who will have to buy Nvidia chips to hon-
our their commitment... October also marks the
start of the earnings secason. With just over 60%
of companies having reported, the initial figures
are encouraging, at least on the surface: 80% of
companies reported above expectations, with re-
sults averaging 4.5% higher than expected. Over-
all, S&P 500 companies posted an 11.1% year-on-
year increase in earnings per share. However, the
detailed results are more mixed and reflect a two-
speed market: Technology EPS, buoyed by the AT
frenzy, rose 23.7%, while Discretionary Consum-
er EPS rose a more modest 8.5% and avoided end-
ing up in the red thanks to Amazon — another Al
champion — which had an excellent quarter thanks

to its cloud business.

T2: SUMMARY OF S&P 500 RESULTS — Q3 2025

Sector (BICS)

Earnings Surprise

Earnings Growth

S&P500 319 499 263 12 43 4,96% 240 8 71 11,15%

Materials 15 26 11 1 3 3,30% 11 1 3 13,99%

Industrials 58 73 50 1 7 1,43% 46 0 12 10,45%

Consumer Staples 21 37 19 2 0 4,06% 12 1 8 0,57%

Energy 12 23 10 1 1 4,93% 8 0 4 1,76%

Technology 29 63 24 1 4 8,20% 24 2 3 23,70%

Consumer Discretionary 31 49 22 1 8 16,12% 15 0 16 8,67%

Communications 14 27 9 1 4 10,25% 8 1 5 6,90%

Financials 63 79 53 1 8 7,58% 60 1 2 22,77%

Health Care 36 60 33 1 2 10,16% 25 1 10 8,57%

Utilities 15 31 12 0 3 6,71% 11 0 4 13,35%

Real Estate 25 31 20 2 3 4,34% 20 1 4 7,88%

Source: Bloomberg, Banque Eric Sturdza, 05/11/25
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European markets are not to be outdone and are
following the global uptrend, with the STOXX 600
up 2.5%, slightly outperforming the United States.
On this side of the Atlantic, it is less the Al theme
than the stabilisation of the EUR/USD exchange
rate and quarterly results that are driving this re-
bound. Even in Europe, earnings reports show some
heterogeneity. An “old sector” such as automotive
remains under pressure, while luxury stocks, which
were under pressure at the beginning of the year,
are showing signs of stabilisation. Financials and a
few tech stocks on the Old Continent continue to

play a major role.

Once again, the equity markets
are showing that macro is one thing,

but micro is altogether another.

The strong performance of the US and Europe-
an markets is striking given the political context in
which it is taking place. In the United States, the
shutdown has now lasted just over 30 days and is es-
timated to cost 0.1% of GDP per week. In Europe,
the situation is similar and hardly more enviable,
with political instability taking hold in France and
budget negotiations looking set to be turbulent...
Once again, the equity markets are showing that

macro is one thing, but micro is altogether another.
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To try to infer a link between politics and equity
markets, we need to look to Japan. The overthrow-
ing of the Ishida government had ushered in a peri-
od of instability that ended with the appointment of
Sanae Takaichi, the first woman to become Prime
Minister. Here too, the relation between her ap-
pointment and the rebound in the Japanese mar-
ket (Topix +6.2%) is not as clear-cut as it seems.
The explanation is more likely to be found in the
weakening of the JPY in connection with certain
highly populist fiscal measures and a platform in
the spirit of Shinzo Abe’s “three arrows” that ad-
vocate for the continued weakening of the JPY in
a country where the Bank of Japan remains under

political influence.

With a significant dichotomy between the
macro/political environment and the equi-
ty markets, we are maintaining our invest-
ment choices: we are maintaining our in-
vestments in the US, which remains a key
player in the field of artificial intelligence,
but we are also being more selective given
the high valuations, concentration risk and
bubble risk associated with the Al CAPEX
theme. At the same time, we continue to
favour the wider Asian region, which also
has no shortage of leaders in the technolo-
gy sector, but with more reasonable valua-

tions and attractive macro dynamics.



5. PERFORMANCE

EQUITIES | 31.10.25 {CURRENT! 1M | 3M | 6M | YTD | 2024 | 2023 | 2022 | 2021 | 2020

DOW JONES 47563 | 2,5% | 7,8% | 17,0% | 11,8% | 12,9% | 16,2% | -6,9% | 20,9% | 9,7%

6840 | 2,3% | 7,9% | 22.8% | 16,3% | 23,3% @ 26,3% . -18,1% & 28,7% & 18,4%

Us

7613 -1,0% | 24% © 11,0% | 7,2% | 10,9% | 13,8% | -11,5% : 29.6% & 12,8%

2479 | 1,8% | 12,1% | 26,2% | 11,2% | 10,0% | 16,9% | -20,5% | 14,8% & 19,9%

572 0 25% | 47% © 84% | 12,7% | 6,0% | 16,6% | -9,9% | 25,8% | -1,4%

9717 | 3,9% | 64% | 144% | 18,9% | 57% | 7,7% | 4,6% | 184% | -11,4%

EUROPE

8121 | 2,9% | 45% | 6,9% | 10,0% | -2,2% | 20,1%  -6,7% | 31,9% | -50%

23958 | 0% | -04% | 6,5% @ 20,3% | 18,8% | 20,3% | -12,3% | 158% | 3,5%

16982 14%  2,8% © 3,1% © 9.8% @ 62% @ 61% | -165% @ 234% @ 3,8%

1402 © 40% © 12,7% © 25,9% | 30,3%  50% © 102% @ -19,8% : -2,3%  18,8%

3332 6.2%  13,2% © 24,9% . 19.6% | 177% © 28,3% © -2,5%  12,8% @ 7.4%

B5%  4,6% | 17,1% | 291% | 17,7% | -10,5% : -12,6% | -11,8% | -0,2%

CSI300 0,0% | 13,9% © 23,1% | 17,9% | 14,7% : -91% : -19,8% i -3,5% i 29,9%

FX &
COMMODITIES |

31.10.25

EUR-USD 1,154 -1,7% 1,1% 1,8% 11,4% -6,2% 3,1% -5,9% -6,9% 8,9%

0,928 | -07% i 01% © -0,8% | -1,3% | 12%  -6,1% | -4,6% : -4,0% : -0,4%

CURRENCIES 0,805 | 10% i -0,9% : -2,6% @ -1L,3% : 78%  -9,0% : 1,3% : 3% : -84%

1540  © 41% | 21% | 7,6% | -2,0% | 11,5% | 10,5% : 13,9% | 11,5% | -4,9%

99,80 | 2,1% i -02%  0,3% | -8,0% : 7,1% | -21% | 82% : 7.0% @ -73%

4002,92 ¢ 3,7% G 217% | 21,7% | 52,5% | 27,2% | 13,1% | -0,3% @ -4,2% | 25,0%

48,69 | 4,4% | 32,6% | 49,3% | 68,5% | 21,5% | -07% | 2,8%  -13,6% | 48,7%

{ COMMODITIES ' 60,98 | -2,2% | -12,0% | 4,8% | -15,0% | 0,1% | -10,7% | 6,7% @ 591% | -21,5%

Natural Gas 412 G 24,9% | 32,8% | 24,0% | 13,5% | 44,5% | -43,8% | 20,0% @ 46,9% @ 16,0%

Copper 10873,06 6,3% 13,7% 19,2% 25,7% 2,2% 0,9% -14,1% 25,7% 26,0%

FIXED INCOME | 31.10.25 | CURRENT |

US 10 year gvt ©408 1 (007) | (0,30) | (0,08) | (0,49) i 69bps | Obps : 237bps | 60bps : -100bps

2,63 (0,08) . (0,06 i 019 | 0,27 | 34bps  -54bps | 275bps | 39bps | -38bps |

608,5 : 0,8%  2,1% i 2,6% | 4,9% 34% i 7,1% G -11,2% | -14% i 5,6%

US Treasuries | 2427,9 © 0,6% © 25% | 24%  6,0% . 0,6% | 4,1%  -12,5% @ -2,3% | 80%

US TIPS Cos3a L o04% | 23% L 2,8% - 7,2% L8% | 3,9%  -11,9%  6,0%  11,0%

USIG Corporates = 3529.2 . 04% | 2,9% & 4,9% & 7,3%

2,1%  8,5% | -158% | -1,0% | 9,9%

8,2% © 134% | -112% | 53% | 7,1%

BONDS = USHighYield | 28814 | 02% | 22%  63% | 74%

Euro Government 246,3 © 0,9% i 09% i 0,6% : 1,3% 2,0% i 7,1% i -18,2% | -3.4% | 4,7%

EuroIG Corporates | 2669 | 07% | L1% & 2,5% @ 35% @ 47% | 82% & -13,6% | -10% | 2,8%

Euro High Yield | 4993 | 0,1% & 08% & 3,6% & 4,2% 9,1% | 12,8% | -1L1% | 4,2% | 1,8%

EMUSD Aggregate 13776 © 17% . 4.2% @ 7.9% @ 104% @ 6,6% | 91%  -153% . -17%  6,5%

Source: Bloomber, 31/10/25
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Legal information

This document intends to provide information and opinions on dif-
ferent matters. It is intended only for this purpose. This document
does not constitute an advice, an offer nor a solicitation by Banque
Eric Sturdza S.A. or on behalf of Banque Eric Strudza S.A. to buy
or sell any financial instrument or to subscribe to any financial in-
strument. This document does not contain any recommendation per-
sonal or generic and does not take into account the investment ob-
jectives, financial situation or needs, or knowledge and experience
of any persons. This document does not contain any offer or any
solicitation to purchase or subscribe to any financial services or to
participate in any financial strategy in any jurisdiction. It does not
constitute an advertisement or an investment recommendation or a
research or strategy recommendation. Moreover, it is provided for
informational and illustrative purposes only and does not contain fi-
nancial analysis. This document mentions and presents benchmarks
which may only be used for comparison. The information provided
must not be relied on and must not be the only source to make a de-
cision about financial investments. It is also not a legal or tax advice,
or any recommendation about any kind of financial services and is
not intended to constitute any kind of basis on which to make a de-
cision on a financial investment. Banque Eric Sturdza SA is not re-
sponsible and may not be held responsible for any loss arising from
decision taken on the basis of the information provided in this doc-
ument or for any liabilities arising from such decision. Although all
due diligence has been performed to ensure that this information is
accurate at the time of its publication, no guarantee is given regard-
ing its accuracy, exhaustiveness or reliability. The information pro-
vided may change, even immediately after publication and there is
no obligation to provide an up to date information at any time. Fur-
thermore, the information provided in this document do not intend
to provide all the legal and necessary information on financial in-
struments or on issuers. Other publications from Banque Eric Stur-
dza SA may in the past or in the future reach different conclusions
from the information contained in this document. Furthermore, the
present document and the information provided do not in any way
engage the responsibility of Banque Eric Sturdza S.A., its affiliated

companies, or its employees.
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Information on risks

Investments are subject to a variety of risks. Before taking any deci-
sion of investment or entering in any transaction, any investor should
request detailed information on the risks associated with the decision
of investment and with the financial investment. Some type of prod-
ucts are in general bearing higher risks than others but general rules
cannot be relied on. It is remembered that past performance is not
a reliable indication of future results and that historical returns and
past performance as well as financial market scenarios are not relia-
ble indicator of future performance, significant losses remaining al-
ways possible. The value of any investment depends also on the fact
that the base currency of the portfolio is different from the currency
of the investment subject to the foreign exchange rates. The exchange
rates may fluctuate and adversely affect the value of the investment

when it is realized and converted in the base currency of the portfolio.

Distribution information

This document is not directed towards specified jurisdictions or to-
ward specific person or entity resident in a specific jurisdiction and
doesn’t constitute any act of distribution, in jurisdiction where such
publication or such distribution is contrary to the applicable law or
regulation or would be contrary to any mandatory license require-
ment. This document is provided for the sole use of its recipient and

must not be transferred to a third person or reproduced.
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