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1. EDITORIAL

THE IRRATIONAL EXUBERANCE OF FINANCIAL

MARKETS

The long-awaited IPO finally took place:
SpaceX is now a listed company. The buzz
surrounding the listing was well orches-
trated, the ‘storytelling’ euphoric. Dur-
ing the first two days of trading, SpaceX’s
market capitalisation soared, rising by as
much as 50%, a figure to be put into con-
text of an already quite generous IPO mul-
tiple (SpaceXis valued at circa 80 times its
revenues!). Were statistical studies on the
historical performances of IPOs to be cor-
rect, the euphoria is unlikely to last (and by
the way the first cracks are already start-
ing to appear). Firstly, there is the statisti-
cal evidence: An investor who participated
in every IPO and held them for three years
consistently underperformed compared to

a simple index tracking investment.

But even if we focus solely on major tech IPOs, one
can see that the first few months of trading are rare-
ly an easy ride and sharp price swings tend to be
the norm. UBER lost 40% in the first six months
of trading, and META — despite having become
one of the ‘Magnificent Seven’ — lost just over 50%
in the subsequent months to its IPO (without any
doubt, it has largely recovered since then though!).

Given the wide range of SpaceX’s existing and emerg-
ing business lines, the valuation exercise i3 particu-
larly complex. SpaceX’s value reflects not only Star-
link, the satellite broadband service; the space launch
services business; and the Al division; but also busi-
ness lines that are only just emerging — in short, the
next strokes of genius from its founder, the dreams
of the Future which Elon Musk knows so well how

to capitalise on. Such uncertainty is likely to cause

Gl: UBER (RED) & META (DARK GRAY) PERFORMANCE - 6 MONTHS POST IPO
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SpaceX’s share price to experience periods of more

modest performance than in its first trading days.

The volatility of recently IPOed companies and like-
ly valuation excesses are an integral part of how the
US market operates; what gives us cause for concern
are the technical considerations surrounding index
adjustments that have accompanied the stock’s list-
ing. Without going into all the details, two points
stand out: the timeframe for adding the share in in-
dices has been shortened, and SpaceX’s weighting
in the Nasdaq will not be proportional to its actual
free float but three times that figure. In short, the
conditions are being created to flood a market al-

ready won over by Musk’s cause.

‘Ilooding’ is also the word that springs to mind
when we see the tech giants capitalising on inves-
tors’ appetite raise additional capital. (Google did
an USD 84bln equity offering in early June, follow-
ing an USD 20bln by Oracle a few months ago).

Alan Greenspan has passed away. For investors over
60, he will be remembered as the man who steered
the economy through the 1987 crisis; for those over
50, as the man who managed the fallout from the
collapse of the LT'CM fund; and for all, as an ex-
ceptional Fed chairman who knew how to alternate
between reassuring comments and cryptic remarks:
‘If you’ve understood me, then I haven’t expressed

myself clearly’
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Another famous quote from Alan Green-
span springs to mind. In 1996, as technol-
ogy shares soared, Alan Greenspan spoke
of ‘irrational exuberance’. He cried wolf far
too early, and it was not until 2000 that the
tech bubble burst. Today’s investors would
be well advised not to forget Alan Green-
span’s warning: with shorter cycles, the
exuberance of recent weeks could last a lit-

tle less long!



2. FIXED INCOME

A BAPTISM OF FIRE FOR KEVIN WARSH

Trump is probably right
on inflation

The CPI and PPI inflation figures were more or less
in line with market expectations. The CPI was per-
fectly in line with forecasts, whilst the PPI came in
slightly higher than expected, though this was off-
set by a downward revision to April’s figure. Even
more so than usual since the closure of the Strait
of Hormuz, it was the core figures that were closely
scrutinized, and these showed that underlying in-
flation remains under control. We might be tempt-
ed, like President Trump to say, that we like these
figures because they suggest that if a viable deal is
reached and the Strait of Hormuz is reopened, we
could return to pre-March levels quite quickly. His
remarks on inflation were deliberately provocative,
but we understand his reasoning and broadly agree
with it. However, this must be put into perspective,
because whilst energy prices fell significantly — giv-
en that an agreement or more realistically a mem-
orandum of understanding was reached the week-
end before the G7 summit — they already had time
to feed through in the real economy. As a former
head of the Bundesbank, Karl-Otto Péhl, put it in
1980, bringing inflation down is like trying to put
the toothpaste back in the tube after it has been
squeezed out. So, we mustn’t squeeze the tube too

hard. Not an easy task...

A memorandum of understanding was therefore
reached on June 14th (and formally signed a few
days later), just as the Iranian national football team
was landing on American soil. This fine symbol-
ism should not make us forget that this MoU re-
mains fragile to say the least. However, markets are
pleased and no one can blame them. After all, they
had three hurdles to clear in June: inflation figures,

the SpaceX IPO and the likely announcing of an
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Iran-US agreement. We could even have added a
fourth with the ECB meeting. As everything went
well on all these fronts, equity markets appear to be
on track to break new records, and long-term rates
are likely to breathe a little easier. A sort of 2022

sequence in reverse’, so to speak.

Kevin Warsh has only just arrived and

is already facing a dilemma. The Trump
admainistration is asking him to cut rates,
whilst the Beige Book suggests that they

might need to be raised.

A baptism of fire for the Fed's
new chairman

The ECB therefore had no choice but to raise inter-
est rates. It will always be able to justify this move
on the basis of its mandate. But if the MoU led to
an agreement respected by both parties and then
implemented in practice with the Strait of Hormuz
being reopened as a result, history should remem-
ber that it has, once again, acted hastily. Indeed, the
ECB may well have succeeded in breaking its own
record this time, by raising rates just three days be-
fore a positive resolution to the crisis...The Fed, for
its part, has decided to wait patiently. Kevin Warsh
has just arrived and has made quite the impression
with a more hawkish tone. He already finds himself
facing a dilemma. The Trump administration is ask-
ing him to cut rates, whilst the Beige Book suggests
that they might need to be raised. Recent events in
the Middle East show that it is more urgent not to
do anything. We suppose that the FOMC meeting
on September 16th might be the appropriate time
to take stock of the situation, with as much informa-

tion as possible at hand in order to make the right



decision. Our view remains the same. This could
end up badly and rates could fall sooner or later:
long-term rates first, as they would quickly price in
the coming slowdown. The yield curve would there-
fore flatten. The last reading of the consumer sen-
timent index published by the University of Michi-
gan has been released. Last month, these figures hit
arecord low — the lowest figure since the index was
first calculated. In its last release, it rose from 44.8
to 48.9. This is no cause for relief, let alone good
news. It remains below 50, which was the previous
record low before last month’s figure. The US con-
sumer (who accounts for more than two-thirds of
GDP) is quite depressed, and let us recall a few ref-
erence points in this regard: 57.3 at the height of
the 2009 financial crisis and 78.1 in 2020 during
the Covid pandemic.

We were right to extend the durations of
our institutional portfolios. Post FOMC, the
nominal 30-year yield has fallen back be-
low 5 per cent and the 30-year TIPS is trad-
ing at a real rate of 2.7 per cent. Following
the FED’s meeting, nominal rates were be-
ginning to ease, but inflation breakevens
were falling by roughly the same amount,
which meant it was still possible to invest in
long-dated TIPS at 2.75% or slightly higher.
That said, investors should not be put off
by the fact that rates have fallen below the
symbolic thresholds of 5% and 2.75%. Once
we are 1 per cent lower, with durations of
16 to 21, it should not really matter wheth-
er you bought at 5.05%, 5% or 4.95%.
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3. EQUITIES

THE WINNER TAKES IT ALL

The adage has rarely seemed more appro-
priate as we enter the knock-out phase of
the 2026 World Cup, or when looking at the
memorandum of understanding (MoU) be-
tween Iran and the United States (though it
remains to be seen who is the biggest win-
ner). Last but not least, it refers to the Dar-
winian model that prevails in the technology
sector. In that sense, it echoes the hundreds
of billions of dollars spent by a handful of
players on chips, memories and the con-
struction of data centers to develop and

train their Artificial Intelligence models.

Artificial intelligence continues
to blow hot and cold on financial
markets

Following the rally that took place in April and May,
global equity markets took a breather in June, fall-
ing by just under 2% over the month. The current
sequence reflects quite well the polarization of the
equity market, with a small number of stocks linked
to the theme of Artificial Intelligence that are ei-
ther driving the indices higher or, conversely, caus-
ing them to correct in unison. From this perspective,

June began on a more volatile note, with the Nas-

G2: MAIN CONTRIBUTORS TO THE RISE IN THE US MARKET THIS YEAR (IN %)
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daq recording its sharpest single-session fall (-4.8%
on June 5th) since the crash that followed Libera-
tion Day in April 2025. Unsurprisingly, the pull-
back Al stocks experienced early June also weighed
on the broader US stock market (-2.8% for the S&P
500), similarly their Taiwanese and South Korean
equivalents also weighted on local indices (down
3.4% and 8.3% respectively on the following trad-
ing day). Whilst the hundreds of billions spent by
hyperscalers on data centers’ building up are diz-
zying, investors are beginning to question the fu-

ture profitability of these colossal investments in Al

The semiconductor sector continued to play a cen-
tral role throughout the month, both as as an eco-
nomic growth driver in the US and the driving
force behind the continued equity gains this year
(see Chart 2). It also increasingly became a source
of volatility. At this stage, companies in this sector
are emerging as the main (and perhaps only?) ben-
eficiaries of the USD 700 billion in Al-related in-
vestment projected for 2026: Nvidia and Broad-
com in the US, TSMC in Taiwan, SK Hynix and
Samsung in South Korea, and, to a lesser extent,
ASML in Europe.

However, June also highlighted the fragility of this
sector and the extreme selectivity of the markets.
Indeed, the disappointment over Broadcom’s pros-
pects in the Al sector dragged its share price down
(by nearly 20% over the month) and dragged down
some of the sector’s heavyweights, such as Nvid-
ia. Conversely, Micron’s solid results provided re-
assurance and gave fresh impetus, particularly to
stocks further up the semiconductor supply chain.
It is worth noting that memory is emerging as one
of the bottlenecks of the Al revolution, and that the
almost parabolic rise in Micron’s share price mir-

rors that of DRAM prices.

Price rises and bottlenecks

Another bottleneck and driver of inflation pressures
is in chip manufacturing: TSMC, the world’s lead-
ing chip manufacturer, has announced price hikes
across almost its entire product range. The increas-
es, in the region of 5% to 10%, affect major cli-
ents such as Apple, Nvidia, AMD, Qualcomm and

Broadcom, and could put pressure on their margins.

G3: MICRON’S SHARE PRICE (GREY, LEFT-HAND SCALE) AND THE PRICE
OF DDR) 2GX8 DRAM (RED RIGHT-HAND SCALE)
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Under these circumstances, it is hardly surprising
to see Apple announce a price rise on its flagship
products (iPhone, iMac) in order to pass on the in-
crease in its production costs. The downward share
price move following the announcement is never-
theless surprising, as this is one of the few occasions
in which the company has been penalised following
a price rise announcement. It must be said that at
a time when US consumer confidence is at an all-
time low and rising energy prices are eroding pur-
chasing power, the tolerance for new price rises is

definitely lower.

There is no doubt that the memorandum of un-
derstanding between Iran and the United States —
should it materialise into a full agreement — should
case tensions over commodities and alleviate in-
flationary pressures. The announcement has al-
ready ‘erased’ the risk premium on the spot price
of oil linked to the conflict; medium-term contracts
continue to command a premium compared with
pre-crisis levels, which seems consistent given the
uncertainties surrounding the potential destruction
of production capacity and control of the Strait. An
easing of inflationary pressures would also allow
the Fed and its new chair to adopt a more accom-
modative stance and could be the key to a poten-

tial broadening of the sectoral leadership.
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In this environment, we took advantage of
the sector pullback early June to increase
our investments in Technology. We are do-
ing it through investments that offer expo-
sure to the sector as a whole, rather than
solely focused on semiconductors. With the
view the rally could broaden out to other
markets and investment styles, we remain
committed to our investments in mining
shares, Japanese equities —with a focus on
domestic and financial stocks — and selec-
tively to European equities notably favoring

the theme of European sovereignty there.



5. PERFORMANCES

EQUITIES 30.06.26
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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.

Contributors

Edouard Bouhyer CAIA,

CIO Banque Eric Sturdza

Marc Craquelin, Senior Advisor
Eric Vanraes, CI1IO ESAM &
Head of Fixed Income

Pascal Perrone,

Senior Portfolio Manager

Sent to press

on 29/06/2026
Contact

Banque Eric Sturdza SA
Edouard Bouhyer
invest@hbanque-es.ch

www.banque-es.ch

1



