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Stock  markets  extended  the  previous  week's  technology  sell-off,  

with  the  Nasdaq  recovering  modestly  on  Friday  after  suffering  three  

straight  days  of  declines.  The  sharp  drop  in  the  technology  sector  
continued  to  put  pressure  on  AI-related  valuations  established  the  

previous  week,  with  growing  concerns  about  whether  the  high  

capital  expenditure  would  translate  into  significant  returns.  The  

week's  volatility  intensified  as  a  number  of  Federal  Reserve  officials  

adopted  increasingly  hawkish  tones,  with  Kansas  City  Fed  President  

Jeffrey  Schmid,  Boston  Fed  President  Susan  Collins,  Cleveland  Fed  

President  Beth  Hammack,  and  others  expressing  skepticism  about  
the  need  for  a  December  rate  cut,  causing  market  implied  

probabilities  to  plummet  from  95%  the  previous  month  to  about  50%  

by  week's  end.  This  shift  from  a  dovish  to  an  aggressive  stance  

reflected  concerns  that  inflation,  at  3%,  had  stubbornly  remained  

above  the  Fed's  2%  target  for  more  than  four  years,  with  Fed  

officials  indicating  that  they  were  essentially  "driving  on."

The  fog  was  thick  without  complete  government  economic  

data.  Gold  briefly  recovered  to  $4,200  as  investors  sought  

safe  havens,  while  Bitcoin  slipped  below  the  psychologically  

significant  $100,000  level,  trading  below  $95,000  on  Friday.  

The  convergence  of  the  lockdown  resolution,  abysmal  

consumer  confidence,  and  the  Fed's  hawkish  tone  created  a  

toxic  mix  that  shattered  the  year-end  rally  narrative.

Stocks  reached  a  critical  turning  point  as  prices  grappled  with  

the  resolution  of  the  longest  government  shutdown  in  U.S.  

history,  deteriorating  consumer  confidence,  and  an  increasingly  
hawkish  Federal  Reserve  that  threatened  to  derail  year-end  

expectations.  President  Trump  signed  a  law  late  on  November  

12  ending  the  record  43-day  government  shutdown,  which  had  

furloughed  900,000  federal  workers  and  suspended  the  release  

of  critical  economic  data,  though  the  Council  of  Economic  

Advisers  estimated  the  shutdown  cost  the  economy  roughly  $15  

billion  per  week,  totaling  $92  billion,  and  would  reduce  fourth-

quarter  GDP  by  1.5  percentage  points.  The  most  alarming  news  

came  from  the  University  of  Michigan's  consumer  confidence  

index,  which  plummeted  to  50.3  in  November,  down  6.2%  from  

October  and  nearly  30%  from  a  year  earlier,  marking  its  lowest  

reading  since  June  2022.  Consumers  expressed  deep  concern  

about  personal  finances  and  the  business  situation  amid  the  

prolonged  shutdown.  Overall,  despite  the  volatility,  markets  

closed  the  week  positively.

between  flat  and  negative,  with  the  S&P  500  at  +0.08%,  the  Dow  

Jones  at  +0.34%,  the  Nasdaq  Composite  at  -0.67%  and  the  Russell  

2000  at  -1.83%.
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After  seven  consecutive  months  of  gains,  the  market  is  losing  momentum  and  entering  a  short-term  correction.  The  combination  of  
overvaluations,  narrowing  growth  differentials  between  the  MAG  7  and  the  broader  market,  and  economic  uncertainty  stemming  from  the  
current  government  shutdown  is  shifting  investor  confidence,  moving  them  from  risk-taking  to  risk-averse.  We  have  downgraded  our  global  
equity  rating  to  "underweight,"  as  we  believe  the  market  is  entering  a  one-  to  three-month  correction  period.

That  said,  this  is  more  of  a  tactical  than  a  strategic  move,  as  we  see  opportunities  in  some  regions  and  sectors  where  valuations  and  future  
growth  remain  attractive.  Precious  metals  have  also  entered  a  short-term  consolidation  phase  following  one  of  the  best  annual  results  on  
record.  We  also  expect  this  to  be  temporary  and  advise  investors  to  take  advantage  of  this  window  of  opportunity  to  buy  in.

VISION  OF  IN  ON  CAPITAL  SA
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As  we  explained  in  our  report  last  week,  not  many  companies  saw  their  share  prices  soar  between  April  and  October  2025.  The  main  contributor  to  the  rally  was  the  MAG  7  (Chart  1).  Without  Alphabet,  Tesla,  
Apple,  Amazon,  Nvidia,  Microsoft,  and  Meta,  the  S&P  500  index  would  have  risen  much  less  (Chart  2).  During  the  bull  market  rally,  a  significant  stake  required  a  substantial  allocation  to  these  seven  tech  giants.  

Investors  accessed  this  exposure  through  direct  holdings  or  passive  investment  vehicles  in  which  these  companies  have  significant  representation  in  the  indices.

For  several  weeks  now,  we've  been  highlighting  the  fact  that  the  market  was  entering  a  short-term  correction  phase,  and  our  two  most  recent  reports  have  provided  insights  into  why  and  how  investors  might  navigate  this  

situation.  Having  discussed  Switzerland  as  an  investment  opportunity  and  safe  haven  for  European  investments  two  weeks  ago,  this  week  we're  focusing  on  a  sector  that  is  sure  to  outperform  during  this  period  of  turbulence:  

consumer  staples.

Meanwhile,  active  portfolio  managers  employing  diversified  stock  selection  strategies  experienced  relatively  lower  performance  due  to  insufficient  concentration  in  these  market-leading  names.
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Consumer  staples:  the  best  sector  in  a  market  correction

For  recipient  use  only  -  This  presentation  is  not  
for  use  or  distribution  to  the  general  public.

Source:  Sentosa  &  Co.,  Altitude  IS

Chart  2:  Performance  between  April  7,  2025  and  November  13,  2025:  
S&P  500  (+33%);  S&P  493  (+27%)Chart  1:  Performance  07.04.2025-13.11.2025:  MAG  7  (+55%);  S&P  493  (+27%)
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MSCI  Consumer  Staples  (+6.2%)
Chart  4:  Year-to-date  performance:  MSCI  World  (+17.5%);

Chart  3:  Year-to-date  performance  of  sectors

THE  TOPIC  OF  THE  WEEK

During  periods  of  economic  contraction  characterized  by  high  unemployment,  strained  household  balance  sheets,  and  restricted  credit  availability,  consumer  spending  becomes  
increasingly  defensive.  Budget  allocations  favor  non-discretionary  categories,  primarily  food  and  healthcare,  at  the  expense  of  discretionary  purchases.  This  consumption  dynamic  
underpins  the  resilient  earnings  profile  of  companies  in  the  defensive  sector,  whose  revenue  streams  exhibit  less  cyclical  sensitivity.  These  characteristics  translate  into  relative  
outperformance  compared  to  the  overall  stock  market  throughout  the  recessionary  cycle.  It  is  no  coincidence  that,  during  the  last  eleven  stock  market  corrections,  
consumer  staples  stocks  outperformed  the  MSCI  World  Index  in  all  but  one  instance  (Chart  6).  This  resilience  makes  them  an  attractive  option  for  investors  seeking  to  
protect  their  portfolios  during  periods  of  uncertainty  and  shield  them  from  volatility  spikes.

Given  that  these  seven  stocks  belong  to  the  three  most  cyclical  sectors,  it  appears  that  most  of  the  remaining  eight  segments  have  underperformed  this  year,  particularly  
defensive  sectors.  Since  the  beginning  of  the  year,  defensive  sectors  have  underperformed,  especially  consumer  staples,  which  have  risen  by  only  6.2%  compared  to  
the  MSCI  World's  17.5%  gain  (Charts  3  and  4).  As  a  defensive  sector,  only  utilities,  which  include  electricity,  gas,  and  water  providers,  managed  to  perform  well.  These  capital-
intensive  companies  benefited  from  lower  interest  rates,  predictable  dividends,  and,  most  importantly,  the  significant  electrification  needs  of  artificial  intelligence.  On  the  other  
hand,  during  periods  of  economic  slowdown  or  even  market  correction,  the  consumer  staples  sector  typically  performs  very  well,  significantly  outperforming  other  
sectors  (Chart  5).  In  the  current  environment,  investors  may  be  particularly  attracted  to  its  defensive  characteristics  and  low  valuation.
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Historically,  consumer  staples  stocks  have  shown  an  inverse  correlation  with  consumer  confidence  levels;  although  it  may  seem  counterintuitive,  declining  
confidence  typically  catalyzes  outperformance  in  the  sector  relative  to  broader  market  indices.  This  has  not  been  the  case  in  the  last  12  months,  which  we  attribute  
to  the  MAG  7  and  the  IT  euphoria  (Chart  7).  Consumer  confidence  is  currently  at  historic  lows,  so  we  expect  this  negative  relationship  to  resume  soon.  However,  the  current  
cycle  has  deviated  from  this  established  pattern.  Despite  persistent  weakness  in  consumer  confidence  indicators,  commodity  stocks  have  languished  as  equity  market  flows  
have  overwhelmingly  concentrated  on  AI  beneficiaries.  Adding  to  this  underperformance  is  the  evolution  of  consumer  preferences,  which  have  favored  brands  positioned  
around  health  and  wellness.  The  proliferation  of  GLP-1-based  obesity  treatments  has  demonstrably  reduced  demand  for  high-calorie  categories  such  as  snacks,  carbonated  
beverages,  and  processed  food  products,  relegating  the  commodity  sector  to  bottom-quartile  performance.

The  opportunity  is  further  supported  by  attractive  valuations.  The  consumer  staples  sector  traditionally  trades  at  a  20%  P/E  ratio  premium  to  the  broader  market,  
reflecting  the  quality  characteristics  of  its  consistent  earnings  and  defensive  income  profiles.  This  premium  has  eroded  substantially  over  the  past  six  months  and  
disappeared  entirely  in  October  (Chart  8).  Historically,  such  valuation  distortions  foreshadow  a  reversion  to  the  mean.

THE  TOPIC  OF  THE  WEEK

Chart  5:  Performance  of  S&P  sectors  throughout  the  economic  cycle
Chart  6:  Performance  of  consumer  staples  during  corrections

Source:  Sentosa  &  Co.,  Altitude  IS
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CONCLUSION

Chart  8:  MSCI  World  P/E  ratio;  MSCI  Consumer  Staples  P/E  
ratio;  valuation  premium

Chart  7:  US  Consumer  Confidence  (inverted);  Consumer  
Commodities/S&P  500  Ratio
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Swiss  market  and,  indirectly,  for  the  basic  consumer  goods  sector.

They  announced  more  good  news.  The  United  States  and  Switzerland  have  "essentially"  reached  a  trade  agreement  to  reduce  tariffs  on  Swiss  products  from  39%  to
Finally,  returning  to  our  last  report  on  Switzerland  from  two  weeks  ago  and  the  fact  that  current  levels  were  considered  an  opportunity,  last  week  it

15%.  Knowing  that  the  Swiss  market  is  composed  of  20%  basic  consumer  goods  (mainly  Nestlé),  this  represents  an  additional  catalyst  for  the

Institutional  and  retail  capital  allocation  within  the  consumer  staples  sector  is  typically  concentrated  in  established  multinational  leaders,  such  as
Walmart,  Costco,  Nestlé,  Coca-Cola,  PepsiCo,  Procter  &  Gamble,  Unilever,  L'Oréal,  Mondelez,  Colgate-Palmolive,  and  Danone.  These  traditional  companies  in  the  sector  also
These  constitute  the  main  holdings  of  passive  investment  vehicles,  maintaining  dominant  weightings  in  sector-specific  exchange-traded  funds,  such  as

Investors  wishing  to  maintain  a  neutral  strategic  asset  allocation  and  remain  fully  invested  should  ultimately  focus  on  the  sector  of
Basic  consumer  goods.  After  seven  months  of  a  bull  market,  the  market  is  beginning  a  short-term  correction  and  the  economy  is  slowing  down.  In  this  environment,

7

Basic  consumer  goods  should  outperform  all  other  sectors.

the  Consumer  Staples  Select  Sector  SPDR  Fund  (XLP),  the  Vanguard  Consumer  Staples  ETF  (VDC)  and  the  iShares  US  Consumer  Staples  ETF  (IYK).
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This  content.  Ongoing  information,  revisions,  and  evaluations  in  this  document  will  apply  at  the  time  of  publication  and  may  be  revoked  or  modified  without  notice.

to  acquire  or  sell  rights  to  securities  or  investment  products  or  to  be  a  party  to  any  transaction  of  any  kind,  particularly  with  any  recipient  other  than  a

Qualified,  authorized,  eligible,  and/or  professional  investor.  This  content  is  for  the  sole  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  entities  that  are  nationals  of  any  country,  or  is  subject  to  the

In  On  Capital,  its  directors,  representatives,  employees,  agents,  or  shareholders  do  not  assume  any  responsibility  for  this  content  and  offer  no  guarantees.

These  services  may  not  be  available  in  all  jurisdictions  or  to  all  types  of  recipients.  Recipients  must  comply  with  all  applicable  laws  and  regulations.

Applicable  local  regulations.  In  On  Capital,  SA  is  an  entity  regulated  and  supervised  by  the  Superintendency  of  the  Securities  Market  of  Panama  SMV  296/2014.

independently  (with  their  professional  advisors)  the  specific  risks  and  legal,  tax  and  accounting  consequences  and  eligibility  conditions  for  any  purchase,

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

Warranty.  The  data  mentioned  is  not  accurate,  complete,  or  reliable.  Therefore,  In  On  Capital  assumes  no  responsibility  for  any  loss  resulting  from  the  use  of

jurisdiction  of  a  jurisdiction  whose  laws  or  regulations  prohibit  such  distribution  or  use.  While  In  On  Capital  will  make  every  effort  to  obtain  information  from  sources  that

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

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

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

Information,  notices,  or  investment  values  and  products  mentioned.  Historical  performance  data  for  securities  and  investment  products  or  underlying  assets  are  not  a

The  organizational  unit  responsible  for  financial  research.  In  On  Capital  is  subject  to  separate  regulatory  requirements  and  certain  services,  securities,  and/or  investment  products.
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Prior  notice  is  required.  This  content  is  intended  only  for  recipients  who  understand  and  can  assume  the  risks  involved.  Before  making  any  transaction,  recipients

Legal  Notice

For  recipient  use  only  -  This  presentation  is  not  
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