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since  July  2020,  following  CEO  Tim  Cook's  meeting  at  the  White  

House,  where  the  company  pledged  to  invest  $600  billion  in  the  United  

States  over  four  years.

US  markets  had  a  relatively  stable  week,  with  moderate  volatility.  The  

S&P  500  closed  the  week  on  a  positive  note,  up  +0.94%,  ahead  of  the  
Nasdaq,  which  rose  +0.81  %,  but  behind  the  Dow  Jones  Industrial  

Average  and  the  Russell  2000,  which  rose  +1.74%  and  +3.07  %,  

respectively.

stock  market

The  dominant  

narrative  of  the  week  focused  on  inflation  developments  and  their  

implications  for  Federal  Reserve  policy.  Tuesday's  better-than-expected  
inflation  data  sparked  a  significant  rally,  with  both  the  S&P  500  and  

Nasdaq  closing  at  record  highs.  The  consumer  price  index  rose  2.7%  

year-over-year  in  July,  unchanged  from  June  and  below  the  2.8%  

estimate,  marking  the  lowest  annual  inflation  rate  since  February  2021.  

This  data  intensified  expectations  for  a  September  rate  cut,  with  futures  

markets  pricing  in  a  96.2%  probability.  Optimism  continued  on  

Wednesday,  as  markets  reached  new  record  highs,  driven  by  near-100%  
expectations  for  a  September  interest  rate  cut.  However ,  stronger-than-

expected  producer  price  index  data  tempered  enthusiasm  for  aggressive  

easing  and  reminded  investors  that  the  inflation  trajectory  remains  

uneven.  The  Federal  Reserve  maintained  its  data-driven  stance,  leaving  

rates  at  4.25%-4.50%  since  July.  Apple  stood  out  for  its  excellent  

performance,  recording  its  best  week.

Shares  rose  13.2%  for  the  week.

Friday's  session  highlighted  sector  rotation,  with  UnitedHealth  Group  

soaring  after  Warren  Buffett's  Berkshire  Hathaway  revealed  the  

purchase  of  nearly  5  million  shares,  contributing  more  than  167  points  

to  the  Dow's  rally.  Uncertainties  related  to  tariffs  continued  to  influence  

market  dynamics,  albeit  with  a  muted  impact  compared  to  previous  
weeks.  Companies  such  as  Deere  &  Company  and  Tapestry  pointed  

to  tensions  stemming  from  US  tariffs ,  while  semiconductor  stocks  

were  pressured  by  China-related  trade  concerns.

I  demonstrate  the  sensitivity  of  the  markets  to  data

LAST  WEEK  SUMMARY

Applied  Materials  tumbled  on  concerns  about  China,  contributing  

to  the  Nasdaq's  slide  on  Friday.  Economic  indicators  painted  a  
complex  picture.  July  retail  sales  rose  0.5%  monthly  and  3.9%  

annually,  demonstrating  consumer  resilience.  However,  the  Empire  

State  Manufacturing  Survey  came  in  below  expectations,  at  11.9%  
versus  the  16.0%  forecast.  Wholesale  inflation  showed  a  continued  

slowing  trend,  falling  to  -0.58%  versus  -0.13%  in  June.  The  week  
ended

inflation  and  Federal  Reserve  expectations,  with  investors  

positioning  for  a  possible  easing  in  September,  but  remaining  

cautious  in  the  face  of  persistent  price  pressures  and  geopolitical  
uncertainties.
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We  recommend  adopting  a  more  defensive  stance  at  these  levels.  For  more  defensive  investors,  a  solution  could  be  to  take  profits  and  reduce  exposure.  For  those  wishing  to  maintain  
their  investments,  a  rotation  from  growth  sectors  to  cheap  value  ones  would  make  sense.

The  market  has  recovered  from  the  negative  performance  of  two  weeks  ago  and  is  showing  some  resilience  in  the  face  of  the  global  geopolitical  and  trade  situation.  We  have  decided  
to  adopt  a  more  cyclical  strategy  during  the  month  of  July,  upgrading  the  materials  and  industrials  sectors  and  downgrading  the  consumer  staples  and  utilities  sectors.

Although  we  believe  the  market's  current  resilience  confirms  that  the  trend  will  remain  positive  over  the  next  6  to  12  months,  we  believe  a  short-term  correction  is  now  in  order.  After  a  

rise  of  more  than  30%  in  four  months,  the  market  is  trading  at  perfect  levels,  with  some  key  cyclical  sectors,  such  as  semiconductors,  remaining  overbought.

VISION  OF  IN  ON  CAPITAL  SA
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Chart  1:  Past  12-month  performance:  Top  50  stocks  (Europe,  US)
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Within  the  MAG  7,  only  Tesla  has  flirted  with  the  winners,  with  a  63%  return  over  the  past  12  months  (Chart  4).  Meanwhile,  energy,  real  estate,  and  consumer  
staples  remain  conspicuous  by  their  absence.

THE  TOPIC  OF  THE  WEEK

The  50  winners  of  the  last  12  months

Interestingly,  US  and  European  stocks  maintain  equal  representation  in  this  top  50  (Chart  1),  which  goes  some  way  to  explaining  the  European  market's  strong  
performance  compared  to  the  US  Equal  Weighted  Index  over  the  past  12  months  (Chart  2)  and  does  not  truly  reflect  the  3:1  country  ratio  of  the  MSCI  World  Index.  The  
sector  distribution  shows  an  interesting  evolution,  with  the  industrial  and  financial  sectors  together  accounting  for  half  of  the  results  (Chart  3).  No  MAG  7  company  
entered  the  top  50,  which  explains  why  the  IT  and  communication  services  sectors  do  not  lead  the  pack.

Rather  than  forecasting  the  sector's  future  performance  over  the  next  year,  analyzing  the  50  best-performing  stocks  over  the  past  12  months  allows  us  to  draw  meaningful  
conclusions  about  emerging  patterns  and  potential  new  long-term  trends  that  will  remain  opportunities  in  the  years  ahead.  Absent  significant  macroeconomic  shocks  or  external  
market  disruptions,  the  factors  that  have  driven  the  market's  recent  highs  have  solid  foundations  for  continued  outperformance.  The  50  best-performing  stocks  have  delivered  
annual  returns  of  over  65%.
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Chart  4:  MAG  7  performance  over  the  past  12  months
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THE  TOPIC  OF  THE  WEEK

Chart  2:  Index  performance  over  the  past  12  months Chart  3:  Top  50  Companies  by  Sector
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This  is  not  a  temporary  phenomenon  or  a  marketing  strategy,  but  rather  a  market  recognition  of  a  sustainable  momentum.

performance  primarily  reflects  the  European  industrial  focus.  Defense  and  aerospace  values,  which  had  been  ignored  for  almost  thirty  years,  have

1.  European  military:  need  for  greater  independence  and  power

This  stock  classification  offers  valuable  insight  into  underlying  trends  that  have  occurred  recently.  It  represents  an  economy  focused  on

while  the  wealthy  population  seeks  premium  service  offerings.

experienced  a  significant  revaluation.  Following  the  Russian  invasion  of  Ukraine,  along  with  the  announcements  of  reduced  US  involvement  in  certain  conflicts  and  the

Production  reduction  reduces  fixed  costs  and  maximizes  operating  leverage,  while  increasing  technological  complexity.  The  trajectory  of  the  results  of
Supply  chain  has  once  again  become  important  as  key  financial  considerations.  Companies  in  the  sector  now  have  order  books  for  several  years,

6

THE  TOPIC  OF  THE  WEEK

Trends  and  economic  outlook  for  the  top  50

Chart  5:  Military  spending  within  NATO Chart  6:  Power  consumption  of  data  centers
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specific  industrial  rearmament  strategies,  as  it  has  relied  too  heavily  on  the  United  States  (Figure  5).  European  security  and  the  independence  of  the  supply  chain

The  war  in  Ukraine  and  Russia's  aggression  have  highlighted  the  need  for  Europe  to  strengthen  its  defense  capabilities.  In  fact,  the  50  best-performing  actions

military  buildup,  investment  in  both  physical  and  digital  infrastructure,  accelerated  adoption  of  electrification,  supported  by  strong  banking  institutions,

With  the  reduction  of  NATO's  financial  contributions,  the  geopolitical  balance  has  changed  radically.  Europe  must  inevitably  increase  military  spending  and  implement

Rheinmetall  (+195%),  Hensoldt  (+144%),  Rolls-Royce  (+123%),  Howmet  (+88%),  Leonardo  (+115%)  and  Saab  (+105%)  demonstrate  the  overall  revaluation  of  the  defense  sector.

Source:  Sentosa  &  Co,  Altitude  IS
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In  terms  of  electricity  infrastructure,  GE  Vernova  (+245%)  and  Siemens  Energy  (+240%)  are  benefiting  from  improvements  to  the  electricity  transmission  system  and  their  
grid  maintenance  and  modernization  capabilities.  The  Ten-Year  Grid  Development  Plan  (TYNDP)  validates  the  scale  of  future  investment,  encompassing  the  development  
of  cross-border  connections,  the  upgrade  of  high-voltage  lines,  and  the  deployment  of  storage  capacity.  This  transformation  is  reflected  in  grid  operators'  budgets,  
connection  timelines,  and  the  identification  of  congestion  zones  around  major  consumption  centers  and  data  facilities.  Investors  reward  companies  that  ensure  the  
availability  of  kilowatt-hours  at  optimal  locations  and  times,  while  reducing  supply  intermittency.

2.  Electricity:  Kilowatts  Gain  Strategic  Importance  Over  Barrels  of  Oil  The  second  
performance  driver  focuses  on  electricity.  Recognized  as  strategic  infrastructure,  demand  is  expanding  alongside  the  digitalization  of  the  economy,  the  deployment  of  
heat  pumps,  the  adoption  of  electric  vehicles,  and,  recently,  artificial  intelligence  applications.  The  development  of  AI  is  driving  the  construction  of  numerous  data  
centers  with  significant  energy  needs  (Chart  6).  Vistra  (+157%),  Constellation  (+76%),  and  NRG  (+89%)  have  benefited  from  this  trend.  Thanks  to  their  production  
flexibility,  they  take  advantage  of  favorable  price  differentials.  They  generate  terawatt  hours  (TWh),  purchase  at  discounted  wholesale  prices,  and  then  sell  through  long-
term  contracts  with  premiums.

3.  European  Banks:  Revaluation  through  Cash  Distribution  and  Balance  Sheet  Improvements  
European  financial  institutions  represent  the  third  category  in  the  ranking.  The  sector  initially  benefited  from  central  bank  interest  rate  cuts  and  a  steepening  of  the  yield  
curve.  Banks  extract  interest  spreads  through  long-term  loans  and  short-term  borrowings  (Chart  7).  Overall,  European  banks  had  significantly  underperformed  
since  the  global  financial  crisis,  due  to  stricter  regulation,  followed  by  the  European  sovereign  crisis.  European  banks  benefit  from  strong  balance  sheets  and  low  
valuations  compared  to  their  US  counterparts.  Société  Générale  (+187%),  Commerzbank  (+207%),  Deutsche  Bank  (+138%),  Standard  Chartered  (+97%),  Bawag  (+79%),  
Banco  Comercial  Portugues  (+107%),  and  Swissquote  (+85%)  are  examples  of  this  beneficial  cycle.

7

Historical  valuation  gaps  with  their  US  counterparts  have  not  closed  in  recent  quarters,  but  have  begun  to  narrow  as  risk-weighted  assets  increased  and  
distributions  became  more  predictable  (Chart  8).  Investors  prefer  models  that  convert  balance  sheets  into  cash  flow  without  compromising  capital  reserves.  Technically  
speaking,  despite  European  banks'  impressive  results,  up  46%  versus  14%  for  US  banks,  they  are  still  far  from  their  2007  peak  and  are  considered  to  be  in  a  
bull  market  situation  (Chart  9).  The  upside  potential  for  European  banks  remains  significant,  as  they  are  still  70%  below  their  pre-financial  crisis  level,  while  US  
banks  are  already  32%  above  it  (Chart  10).
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American  banks

Chart  7:  Euro  yield  curve  (+81  bp);  Stoxx  50  Bank  Index

Chart  9:  STXE  500  Banks  Index
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Chart  8:  Current  PER:  European  banks  (10.3x);  US  banks  (13.7x)

Chart  10:  Distance  from  2007  peak:  European  banks;
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Clearer  cost  structures  have  a  positive  impact  on  share  prices.

profitability  through  refined  pricing  strategies.  In  both  cases,  operators  reinvested  in  service  excellence  and  fleet  optimization,  allowing  them  to

The  fourth  driver  of  performance  is  more  surprising.  In  the  aftermath  of  the  pandemic,  airlines  and  leisure  companies  demonstrated  a  superior  ability  to  meet  the  demand.
demand,  especially  in  premium  consumer  segments.  This  demographic  group  shows  lower  price  sensitivity,  while  benefiting  from  the  increase

In  technology,  we  primarily  identify  infrastructure  companies  that  enable  the  development  of  the  digital  economy  and  AI.  Broadcom  (+100%)  provides  circuits  and

servers  and  mobile  devices.  Finally,  F5  (+66%)  ensures  application  availability  and  security  by  managing  traffic  and  preventing  attacks.

Finally,  contrary  to  expectations,  the  top  fifty  performing  stocks  are  not  dominated  by  the  Magnificent  Seven  companies.  Within  the  sectors
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Network  platforms  critical  to  IT  infrastructure.  Jabil  (+111%)  and  Amphenol  (+72%)  supply  components  and  assembly  services  for  more

Gaining  pricing  authority.  Within  the  adjacent  consumer  discretionary  segment,  Tapestry  (+158%)  confirmed  the  resilience  of  affordable  luxury  through  a  pricing  policy

higher  prices,  especially  with  limited  supply  and  superior  quality.  United  Airlines  (+146%)  and  IAG  (+136%)  (a  combination  of  British  Airways  and  Iberia)  improved  their

4.  Travel  and  Entertainment:  Excellence  in  Customer  Experience  and  Pricing  Authority

Savings  boosted  by  gains  in  financial  markets.  Royal  Caribbean  (+107%)  and  Carnival  (+105%)  took  advantage  of  wealthy  customers'  willingness  to  pay

and  selective  location  strategies  for  points  of  sale.  For  its  part,  DoorDash  (+95%)  demonstrates  that  large-scale  route  optimization  improves  the
profitability.  For  investors,  capital  leverage  remains  decisive.  Every  additional  point  of  margin  gained  through  better  performance  management  or

5.  Technological  infrastructure:  Behind  AI  innovation  are  suppliers  and  security  providers

This  constellation  of  digital  infrastructure  providers  can  implement  contractual  price  increases  while  generating  recurring  revenue  (Figure  11).

9

Compact  and  efficient.  Oracle  (+83%)  monetizes  databases  and  cloud  services  through  multi-year  agreements.  CrowdStrike  (+66%)  protects  workstations,

73%

Oracle
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Chart  11:  Percentage  of  recurring  revenue  in  technology  companies
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It  may  not  be  the  best  time  to  enter,  given  current  levels.  Investors  can  choose  to  wait  for  a  short-term  correction  or  structure  a  solution  with  a  low  strike  barrier  to  enter  at  better  levels  in  
the  event  of  a  correction  and  receive  a  coupon  for  this  risk,  which  would  be  considered  an  opportunity  in  this  case.

CONCLUSION  As  

we  know,  historical  performance  is  no  guarantee  of  future  success.  In  this  case,  the  top  50  stocks  represent  well  some  strategic  trends  that  could  continue  in  the  coming  years.  Defense,  
electrification,  luxury  travel  and  leisure,  European  banking,  and  technology  infrastructure  providers  maintain  solid  fundamentals  and  should  continue  to  perform  well.  Barring  technical  
corrections,  these  companies  have  favorable  fundamentals  and  momentum  that  will  allow  them  to  maintain  their  leadership.
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Information,  notices,  or  securities  and  investment  products  mentioned.  Historical  performance  data  for  securities  and  investment  products  or  underlying  assets  is  not  an  organizational  

unit  responsible  for  financial  research.  In  On  Capital  is  subject  to  separate  regulatory  requirements,  and  certain  services,  securities,  and/or  investment  products

In  On  Capital,  its  directors,  representatives,  employees,  agents  or  shareholders  do  not  assume  any  responsibility  for  this  content  and  do  not  offer  any

Qualified,  authorized,  eligible,  and/or  professional  investor.  This  content  is  for  the  exclusive  use  of  the  recipient  and  may  not  be  communicated,  printed,  downloaded,  used,  or  reproduced.

for  any  other  purpose.  It  is  not  intended  for  distribution  to,  or  use  by,  individuals  or  legal  entities  that  are  nationals  of  any  country,  or  is  subject  to  the  jurisdiction  of  any  jurisdiction  whose  

laws  or  regulations  prohibit  such  distribution  or  use.  While  In  On  Capital  will  endeavor  to  obtain  information  from  sources  that

may  not  be  available  in  all  jurisdictions  or  to  all  recipients.  Recipients  must  comply  with  all  applicable  laws  and  regulations.  This  document  is  not  intended  to  provide  services,  securities  

and/or  investment  products  in  countries  or  jurisdictions  where  such  an  offer  would  be  unlawful  under  the  laws  and  regulations.

guarantee.  The  data  mentioned  is  accurate,  complete  or  reliable.  Therefore,  In  On  Capital  assumes  no  liability  for  any  loss  resulting  from  the  use  of

Legal  Notice

independently  (with  your  professional  advisors)  the  specific  risks  and  legal,  tax  and  accounting  consequences  and  eligibility  conditions  for  any  purchase,  holding  or  sale  of  securities  

or  investment  products  mentioned  in  the  content.  In  On  Capital,  its  directors,  representatives,  employees,  agents  or  shareholders  may  have

acquire  or  sell  rights  to  securities  or  investment  products  or  be  part  of  any  transaction  of  any  kind,  in  particular  with  any  recipient  other  than  a

In  On  Capital,  SA  makes  this  content  available  for  informational  purposes  only  and  without  the  intention  of  constituting  a  solicitation  or  offer,  recommendation  or  advice  for

This  content.  The  ongoing  information,  reviews,  and  evaluations  in  this  document  apply  at  the  time  of  publication  and  may  be  revoked  or  modified  without  notice.

interests  in  the  investments  described  herein  and/or  be  bound  by  subscription  commitments  to  such  investments.  In  On  Capital  does  not  guarantee  the  suitability  of  the

applicable  local  regulations.  In  On  Capital,  SA  is  an  entity  regulated  and  supervised  by  the  Panamanian  Securities  Market  Superintendency  (SMV  296/2014).

prior  notice.  This  content  is  intended  only  for  recipients  who  understand  the  risks  involved  and  can  assume  them.  Before  entering  into  any  transaction,  recipients  should  determine  

whether  the  product  or  investment  product  mentioned  in  the  content  corresponds  to  their  particular  circumstances  and  should  ensure  they  evaluate
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