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SUMMARY  OF  LAST  WEEK

The  Magnificent  Seven  collectively  lost  more  than  $1  trillion  in  
market  value  during  the  week,  with  Nvidia  alone  losing  more  than  

$500  billion  as  its  shares  plunged  8%.  The  sell-off  intensified  after  

news  broke  that  prominent  short  seller  Michael  Burry  had  taken  

bearish  positions  against  the  AI  darlings,  while  a  Trump  

administration  official  declared  that  “there  will  be  no  federal  bailout  

for  AI”  and  Nvidia’s  CEO,

Furthermore,  the  ongoing  shutdown  continues  to  deprive  markets  of  

fundamental  economic  data,  such  as  employment  reports  and  GDP  

figures,  forcing  investors  to  navigate  without  traditional  economic  

signals.  Any  future  confirmation  of  a  slowing  labor  market  could  

increase  risk  aversion.  Corporate  news  was  dominated  by  Tesla,  
whose  shareholders  on  November  6  approved,  with  75%  support,  CEO  

Elon  Musk's  unprecedented  $1  trillion  compensation  package,  

structured  in  12  performance-linked  tranches.

Jensen  Huang  warned  that  the  United  States  risked  losing  the  AI  arms  

race  to  China.  The  prolonged  government  shutdown  is  also  contributing  

to  the  risk-averse  climate,  as  the  United  States  is  currently  experiencing  

the  longest  government  shutdown  in  its  history,  which  has  already  

entered  its  37th  day  as  of  November  7,  2025.  The  economic  

ramifications  of  this  political  standoff  are  becoming  increasingly  severe  

and  pose  a  significant  risk  to  market  stability  and  investor  confidence.  
According  to  the  Congressional  Budget  Office,  the  shutdown  will  

permanently  cost  the  US  economy  between  $7  billion  and  $14  billion  

through  the  end  of  2026,  depending  on  its  duration.

Ambitious  goals,  such  as  reaching  a  market  capitalization  of  

$8.5  trillion  and  delivering  1  million  humanoid  robots.  Despite  

the  vote  of  confidence,  Tesla  shares  fell  on  Friday  as  investor  

skepticism  persisted  regarding  the  lofty  valuation  targets.  

Measures  from  central  banks  provided  little  support,  as  the  Bank  

of  England  voted  by  a  narrow  5-4  margin  to  keep  its  benchmark  
interest  rate  at  4%  on  November  7,  ahead  of  the  UK's  autumn  

budget  presentation  on  November  26.  The  surprising  outcome  

of  the  vote  highlighted  the  deep  divisions  among  policymakers  

in  balancing  persistent  inflation,  which  stands  at  3.8%,  almost  

double  the  2%  target,  with  weakening  economic  growth.
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Last  week  dealt  a  severe  blow  to  financial  markets  as  the  AI-driven  

rally  that  had  propelled  stocks  to  record  highs  came  under  intense  

scrutiny,  triggering  the  tech  sector's  worst  decline  since  April.  The  
Nasdaq  Composite  plummeted  3.04  %  last  week ,  while  the  S&P  

500  and  Dow  Jones  Industrial  Average  fell  1.63  %  and  1.21  %,  

respectively.  The  catalyst  for  this  dramatic  trend  reversal  centered  

on  growing  concerns  about  the  "exorbitant  valuations"  of  AI  stocks.  

Meta's  announcement  of  increased  capital  expenditures  on  GenAI  

has  caused  a  stir  among  investors,  raising  questions  about  whether  

this  marks  the  beginning  of  a  broader  pullback  from  artificial  
intelligence  investments.
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Actual  54.8  vs.  survey  55.2

Survey:  -$102.5  billion

Actual  52.50  versus  the  poll  52.2

Actual  48.7  vs.  the  poll  49.5

from  the  survey

NO  DATA  compared  to  7,178,000
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Actual  54.6  vs.  poll  54.9

Actual  50.3  vs.  poll  53.0

Actual  52.8  vs.  the  poll  50.8
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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.
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The  market  is  ready  for  a  correction.

THE  TOPIC  OF  THE  WEEK

defensive,  which  in  some  way  describes  the  confidence  that  investors  have  in  the  economy  (Chart  3).

It  literally  shot  up  40%  from  its  low  to  its  high,  with  seven  consecutive  months  of  gains  (Chart  1).  The  technology  sector  has  once  again  taken  the  lead,  with  a
To  say  that  markets  have  performed  well  since  the  lows  of  April  this  year  is  certainly  an  understatement.  Looking  back,  the  MSCI  World

+66%  during  the  same  period,  significantly  outperforming  the  market.  As  for  the  MAG  7,  despite  some  outliers  like  Nvidia  (+108%),  Alphabet  (+92%),  and  Tesla

That  said,  despite  the  strong  rally  of  the  last  seven  months,  the  market  is  now  significantly  overvalued.  This  situation  does  not  change  our  long-term  outlook.
not  a  long-term  plan,  but  rather  a  brief  period  of  correction  after  which  opportunities  will  arise.  Therefore,  we  will  remain  dynamic  and  flexible  to  adapt  our  approach  again.
perspective  at  the  moment  when  we  consider  that  opportunities  arise.

7

Chart  2:  MAG  7  performance  from  April  7  to  October  30,  2025Chart  1:  MSCI  World  (4323.70) /  Monthly  Chart
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(+89%),  the  rest  have  lost  relative  momentum  (Chart  2).  Looking  at  sector  performance,  it  is  quite  constructive  to  see  that  the  lagging  sectors  are  the
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Chart  4:  MAG  7  performance  in  OctoberChart  3:  Sector  performance  between  April  7  and  October  30,  2025
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However,  Meta's  situation  stands  in  stark  contrast  to  these  demand-driven  investments.  The  company  does  not  operate  a  cloud  services  business,  meaning  its  investments  in  GenAI  are  
primarily  for  internal  use,  supporting  model  development  and  training.  Meta  has  invested  $19.3  billion  in  general  AI-related  capital  expenditures  to  meet  internal  computing  needs  as  it  pursues  
general  artificial  intelligence  and  develops  its  LLAMA  models.  This  represents  a  speculative  bet  on  future  capabilities  rather  than  a  response  to  current  customer  demand.

Meta's  results  and  announcements  shifted  investor  confidence  during  October.  Recent  market  volatility  surrounding  Meta's  
announcement  of  increased  capital  expenditures  on  GenAI  triggered  a  ripple  effect  in  investor  confidence,  raising  concerns  about  whether  we  are  witnessing  the  beginning  of  a  broader  
pullback  in  artificial  intelligence  investments.  However,  a  closer  examination  of  the  underlying  fundamentals  reveals  a  more  nuanced  story,  suggesting  that  investor  reaction  to  Meta's  spending  
plans  represents  a  cautionary  signal  against  overspending,  rather  than  evidence  of  an  impending  decline  in  GenAI  capital  expenditures  across  the  tech  sector.  Within  the  Magnificent  Seven,  
performance  dispersion  widened  significantly  during  October.  While  the  group  as  a  whole  gained  4.9%,  outperforming  the  S&P  493  by  4.7%,  individual  performance  varied  dramatically.  
Google  led  the  pack  with  an  impressive  gain  of  15.7%,  followed  by  Amazon  at  11.2%  and  Nvidia  at  8.5%.  In  stark  contrast,  Meta  suffered  an  11.7%  decline,  as  its  announcement  
of  a  significant  increase  in  capital  spending  raised  investor  concerns  about  rising  costs  and  pressure  on  margins.  Tesla,  which  had  been  the  best-performing  company  in  the  
third  quarter,  underperformed  the  group,  gaining  2.7%  after  its  strong  summer  rally  (Chart  4).  The  divergent  reactions  to  Meta  and  its  fellow  tech  giants  reveal  an  important  distinction.  
Microsoft,  Alphabet,  and  Amazon  are  aggressively  expanding  their  cloud  infrastructure  to  meet  the  growing  demand  from  enterprises  adopting  GenAI.
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Microsoft  and  Amazon  are  increasing  their  cloud  capacity  to  address  significant  order  backlogs,  reflecting  continued  strength  in  enterprise  and  AI-related  demand.  Alphabet  is  
enjoying  strong  momentum  in  Google  Cloud  services,  with  cloud  operating  profits  nearly  doubling.  Despite  high  capital  expenditures,  all  hyperscalers  remain  highly  profitable,  
with  high  and  rising  margins.  However,  Meta's  return  on  invested  capital  has  declined  markedly,  providing  tangible  evidence  to  support  investor  concerns  about  capital  
misallocation.

The  company's  capital  expenditure  as  a  percentage  of  sales  is  increasing  at  the  expense  of  free  cash  flow,  which  has  plummeted  into  negative  territory.  Since  the  end  of  last  
year,  Meta's  cash  balance  has  fallen  by  43%,  and  the  company  plans  to  increase  spending  even  further  in  2026.  Return  on  invested  capital  metrics  tell  a  compelling  story.  All  
the  major  technology  companies,  except  Meta,  are  experiencing  stable  or  increasing  returns  on  invested  capital.

The  growth  gap  between  the  MAG  7  and  the  market  is  expected  to  narrow.  Looking  at  
earnings  growth  trajectories,  the  Magnificent  Seven's  advantage  over  the  broader  market  is  diminishing.  At  the  start  of  the  third-quarter  earnings  season,  Mag7  earnings  were  
expected  to  increase  by  16.3%  in  the  third  quarter,  a  clear  slowdown  from  previous  quarters.  With  six  of  the  seven  companies  reporting,  actual  third-quarter  growth  for  
the  group  was  25.2%,  roughly  9%  better  than  expected  (Chart  5).  However,  analysts  expect  this  growth  gap  to  narrow  over  time.  While  Mag7  earnings  are  projected  to  
grow  by  19.7%  over  the  next  twelve  months,  compared  to  11.6%  for  the  S&P  493,  this  gap  is  expected  to  shrink  in  subsequent  quarters.  Whether  true  or  not,  the  MAG  7s  
are  the  ones  that  have  been  correcting  the  most  since  the  end  of  October  (chart  6).

THE  TOPIC  OF  THE  WEEK

Chart  5:  MAG  7.  Forecast  and  actual  results  of  earnings  growth  in  the  third  quarter.  Chart  6:  Performance  since  April  7,  2025:  MAG  7  (+59%);  S&P  493  (+24.4%);  difference
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Chart  7:  MAG  7  third  quarter  figures
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The  government  shutdown  poses  an  additional  risk.  The  
United  States  is  currently  experiencing  the  longest  government  shutdown  in  its  history,  which  has  already  entered  its  37th  day  as  of  November  7,  2025.  This  unprecedented  fiscal  impasse  
began  on  October  1,  when  Senate  Republicans  and  Democrats  failed  to  reach  a  short-term  funding  agreement,  as  Democrats  insisted  on  extending  the  enhanced  grants  of  the  Affordable  
Care  Act  before  voting  on  reopening  the  government.

Despite  market  expectations  of  weak  earnings  growth,  five  of  the  seven  superstar  companies  (excluding  Tesla)  significantly  surprised  to  the  upside,  with  earnings  growth  
exceeding  20%  year-over-year  (Chart  7).  However,  Nvidia  will  announce  its  results  on  November  19,  while  Meta's  underlying  operational  strength  showed  27%  EBIT  growth,  despite  an  
83%  drop  in  gross  profit  due  to  a  one-off  tax  expense.  Tesla  was  the  only  underperformer,  with  a  37%  earnings  contraction  that  fell  short  of  expectations,  although  it  still  achieved  double-
digit  revenue  growth  of  11.6%,  demonstrating  that  strong  demand  continues  to  support  revenue  expansion  for  all  these  companies.  For  these  reasons,  we  remain  bullish  on  the  IT  and  AI  
sector  overall,  but  believe  a  market  rebalancing  is  necessary  following  the  strong  rally  since  April.

The  economic  ramifications  of  this  political  standoff  are  becoming  increasingly  severe  and  pose  a  significant  risk  to  market  stability  and  investor  confidence.  According  to  the  Congressional  
Budget  Office,  the  shutdown  will  permanently  cost  the  U.S.  economy  between  $7  billion  and  $14  billion  through  the  end  of  2026,  depending  on  its  duration.  A  more  recent  analysis  by  
Bloomberg  estimates  that  the  shutdown  is  costing  the  economy  approximately  $15  billion  per  week,  while  the  Congressional  Budget  Office  projects  that  the  delay  in  federal  spending  has  
already  reached  $33  billion  in  the  first  month  alone  and  could  climb  to  $74  billion  if  the  shutdown  lasts  for  eight  weeks.  The  shutdown  is  expected  to  reduce  fourth-quarter  2025  GDP  
growth  by  1.0  to  2.0  percentage  points,  posing  a  significant  obstacle  to  economic  expansion.
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Chart  9:  US  Nonfarm  Monthly  Payrolls  (22,000  in  August)
Chart  8:  US  Consumer  Confidence;  Michigan  Consumer  Confidence
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Federal  Reserve  officials  acknowledge  that  the  shutdown  disrupts  the  collection  of  critical  labor  market  data,  making  it  difficult  to  accurately  assess  the  economic  situation  at  a  time  when  consumer  

confidence  is  falling  to  multi-year  lows  (Chart  8).  Let's  not  forget  that  the  private  sector  labor  market  has  slowed  considerably  this  year,  dropping  from  an  average  monthly  creation  of  190,000  jobs  to  just  

100,000  in  2025  (Chart  9).  Even  worse,  average  monthly  job  creation  between  May  and  August  was  only  27,000...  any  confirmation  of  this  trend  once  the  government  reopens  could  accelerate  the  market  correction.

The  labor  market  is  facing  profound  disruption  as  a  result  of  this  crisis.  More  than  one  million  federal  workers  are  currently  furloughed,  with  approximately  750,000  on  day  leave  and  another  730,000  classified  as  essential  

employees  who  are  required  to  work  without  pay.  In  addition,  the  Trump  administration  has  laid  off  some  4,100  federal  workers  from  seven  agencies  during  the  shutdown,  further  exacerbating  job  insecurity.  Furloughed  

workers  are  facing  significant  delays  in  accessing  unemployment  benefits,  as  state  systems  struggle  to  process  the  surge  in  applications.

11

Machine Translated by Google



Source:  Sentosa  &  Co.,  BCA  Research 12

We  anticipate  a  short-term  correction  over  the  next  1-3  months,  rather  than  a  prolonged  bear  market,  which  should  be  viewed  as  a  healthy  readjustment  following  an  unprecedented  rally.  
This  tactical  shift  to  an  underweight  position  in  equities  does  not  reflect  a  change  in  our  long-term  constructive  view  on  technology-  and  AI-driven  growth,  but  rather  acknowledges  the  need  
to  stabilize  the  market.  We  remain  positioned  to  act  dynamically,  ready  to  enhance  our  position  as  attractive  opportunities  arise  during  this  anticipated  correction  phase.
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CONCLUSION  

After  an  exceptional  seven-month  rally  in  which  the  MSCI  World  Index  rose  40%  since  April,  with  the  MAG  7  leading  the  way  with  a  59%  return,  the  market  has  reached  a  
critical  turning  point  that  requires  tactical  caution.  The  combination  of  overvaluations,  worrying  capital  allocation  signals  from  Meta,  the  narrowing  growth  differential  between  
the  MAG  7  and  the  broader  market,  and  the  economic  uncertainty  created  by  the  current  government  shutdown  suggest  that  a  period  of  consolidation  is  now  highly  likely.
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