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Last week’s correction showed how index composition shapes both returns
and risk. The S&P 500 offers more direct exposure to structural growth, but
also greater benchmark concentration and volatility. The STOXX Europe 600’s
broader earnings base provided relative stability, while its strengths in
electrification, industrial automation and engineering may help the region
benefit as Al investment broadens beyond computing capacity towards real-
world deployment.
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THE CONTEXT

Last week’s reassessment of the Al trade spread quickly across global markets. Concerns about redulation, investment
returns and financing costs fell most heavily on US technology and semiconductor stocks. The Nasdaq declined 3.4%,
entering correction territory and recording a fourth consecutive weekly fall, while the S&P 500 lost 2.7% in its worst
week for more than a year. Europe was not immune to the retreat from risk, but the STOXX Europe 600 still ended
the week slightly higher.
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THE DATA

Our chart illustrates the difference in sector composition between the two indices. Technology
accounts for a much larder share of the S&P 500, while the STOXX Europe 600 has dreater
exposure to financials, industrials and health care. These differences were visible in last week’s
performance and chanded the year-to-date ranking. The S&P 500 had led for much of 2026,
supported by technology and Al-related companies. When those came under pressure, the
index fell maore sharply and surrendered its advantage. The STOXX Europe 600, broadly stable
last week owing in part to its lower technology weight and wider sector mix, moved slightly
ahead of the S&P 500 year to date. The reversal reflected the extent to which each index is
exposed to the sectors at the centre of the correction. This is a feature of index construction
rather than a lack of breadth in the US corporate market. The US has a deeper and more diverse
listed-company universe, but the market-capitalisation weighting of the S&P 500 means that
a relatively small number of meda-cap companies exert an unusually large influence on its
overall returns.

OUR VIEW

Index composition is not merely a matter of diversification. It determines which economic
variables investors are implicitly buying. The S&P 500 offers greater exposure to innovation,
productivity and future earnings growth, but also to the discount rate applied to those earnings.
Its benchmark concentration has amplified returns as expectations have risen but can equally
magnify setbacks when assumptions about capital expenditure, monetisation or interest rates
are challenged. The STOXX Europe 600 offers a different set of exposures. Its greater emphasis
on financials, industrials and other value-oriented sectors links returns more closely to credit
creation, nominal activity, infrastructure investment and dividends. This can make the index
less sensitive to a correction in long-duration growth assets, although that does not necessarily
make it more defensive or better diversified.

The relative outlook will partly depend on what drives the next phase of market returns. Clearer
evidence that Al investment is translating into durable revenues, free cash flow and attractive
returns on capital should continue to support the US market. Progress is unlikely to be uniform,
however, and periods of uncertainty over the timing or scale of those returns could produce
larger benchmark swings, given the S&P 500’s concentration and valuation sensitivity. The US
also remains the dominant force in the physical Al build-out. Its hyperscalers, semiconductor
companies and infrastructure providers are driving investment across computing capacity, data
centres, networking, power and cooling. Europe nevertheless has important global leaders in
selected parts of the value chain, including semiconductor equipment, electrification, industrial
automation and engineering. It could therefore benefit increasingly as Al investment moves
from foundational computing capacity towards power infrastructure and adoption across
manufacturing and other industries.

For investors, the two regions are best viewed as complementary exposures, but for more
precise reasons than diversification alone. The US provides the most direct exposure to Al
development, commercialisation and infrastructure spending, supported by the depth of its
corporate and capital-market ecosystem. Europe offers a different sector mix, lower benchmark
dependence on meda-cap technology and targeted exposure to the industrial deployment of
Al. Combining the two can preserve exposure to structural growth while reducing dependence
on a narrow group of index heavyweights.
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OTHER THINGS TO NOTE

USTs under pressure following strong CPI data

Stronger-than-expected US CPI data led to a significant increase in UST vyields, especially at
the short end of the curve, where the 2Y yield rose by almost 20bp to 4.75%. The 10Y UST
yield rose by 10bp to nearly 5%. Notably, the move was entirely due to an increase in the
real-yield component, while market-based inflation expectations barely changed, indicating
market confidence in the Fed’s ability to counter inflationary pressure. EGBs also came under
pressure, but outperformed Treasuries, with the 10Y transatlantic spread widening by 5bp
to 167bp. The 10Y BTP-Bund spread widened by 2bp. Yesterday’s release pushed EUR-USD
to around 1.1150, with the US dollar strengthening across the board.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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