Equity Focus

Uncertainties discarded by the|ir

Summary

1. The risk of a recession is now decreasing after
sharply increasing in April. The US
administration has toned down its vocal calls for
large tariffs on some key trading partners after
realising the potential damage to its own
economy.

2. However, historically high tariffs are going to be
implemented (Chart 1), which will lead to lower
growth and pressure on profit margins. This has
been disregarded by the market during the recent
equity recovery.

3. US equities have become expensive once again.
The recent recovery was driven primarily by retail
investors who probably did not fully understand
the long-term consequences of tariffs. US P/E
levels are now back above 20, which is a level at
which most institutional investors are reluctant to
buy, particularly given the fairly optimistic
earnings forecasts in the US.

4. Therefore, we recommend diversification in
terms of both asset classes and geography. In
Europe, we favour select themes such as
electrification, infrastructure and EU strategic
autonomy. Furthermore, supported by sizeable
fiscal stimuli, a market segment worth
revisiting is European SMID caps.

5. Sector view: we downgrade EU Insurance from
Positive to Neutral as it is no longer cheap after a
strong rally this year. We also downgrade EU
Media sector from Neutral to Negative as it is
expensive and there are still questions relating to
growth and the impact of Al.

No sector change in the US.
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CHART 1: HISTORICALLY HIGH TARIFFS ARE
GOING TO BE IMPLEMENTED BY THE US
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We use 2024 trade data (assumed unchanged) to calculate the trade-weighted average US tariff increase
relative to the near 2.5% rate that prevailed before Trump imposed the first tariff of his second term. We

assume implementation of additional tariffs on sectors that are currently exempt (see page 16) in Q3.
Sources: US Census Bureau, Macrobond, BNP Paribas
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Focus on policies, not politics

“I, however, place economy among the first and most important republican virtues, and public debt as the
greatest of the dangers to be feared.” (Thomas Jefferson, 1816)

When we make decisions, we don’t make them
completely independent. There are always certain
constraints which will influence those decisions. Think
about the weather's impact on your plans to go to the
beach. The same concept is true for business leaders
and politicians. Thus, it is key to understand what the
current constraints of a certain person are, if we want
to make more realistic assumptions about their
behavior. For politicians, one of the biggest constraints
is the median voter’s perception (MVP) of the impact
of the politicians’ actions on the MVPs daily life. Those
can arise via taxes, asset prices or other things -
economical and non-economical.

Even Donald Trump has some major constraints

The fiscal path of the USA has been a major issue for
debate recently. While the huge stimulus programs
certainly helped the USA to recover from the COVID-
inflicted recession, there are little signs for a return to
a more sustainable path of debt. As a result, the USA
lost their last AAA credit rating when Moody s
lowered their rating this May.

The USA are heavily in debt as their Debt / GDP ratio
stands at 120.8% (Chart 2). Since current forecasts
expects the US to continue to entertain budget deficits
north of 6% p.a. until at least 2027, this number is
likely to grow further. Such a development itself is not
a strong constraint as long as the market doesn’t
question the sustainability of that debt. However,
looking at the USA, things could start to become more
complicated. The US Government is currently spending
18% of its tax income as interest payment. According

to the CBO, this number is expected to reach 22%
within the next decade (Chart 3). With the average
rate on outstanding debt standing at 3.3% (Charts 8 &
9), it becomes quite clear why Trump is so sensitive to
the level of rates (and why he pushes the FED so hard
to lower rates). Even more as ~ USD 11.6tn of US debt
is maturing by the end of next year. Should rates keep
climbing, which is not our central scenario as our 12-
month target for 10Yr US yields stands at 4,25%, bond
vigilantes could cause severe pain. Simultaneously,
every increase in interest spendings lowers the fiscal
room to conduct tax cuts without employing fiscal
austerity. Thus, Trump needs economic growth, low
inflation and growing revenues.

Trade hostility is nothing new

“I have made rigorous trade enforcement a central
pillar of U.S. trade policy, and we have moved
aggressively to protect American workers and to
improve labor laws and working conditions with
trading partners across the globe."

This sentence isn’t from Donald Trump as readers
might have guessed but from a 2015 speech delivered
by Barrack Obama. It serves as an example that
foreign trade has been the US politicians' favorite
scapegoat when it came down to explain the descent
of the American middle class. It was an easy to go
excuse as if prevented politicians from engaging in
potentially painful reforms. This trend, despite the
polarization between parties, seems to have reached a
climax which helped Trump to get re-elected.

CHART 2: US DEBT TO GDP RATIO IS CLOSE TO
PANDEMIC HIGHS

CHART 3: MORE THAN 20% OF REVENUES
WILL BE PAID AS INTEREST IN 2035

145

125

105

85

65

45

25

1970
1975
1980
1985
1990
1995
2000
2005
2010
2015
2020
2025

e {JS Debt to GDP ratio (%)
Source: BNP Paribas, FRED

~ = BNP PARIBAS

A WEALTH MANAGEMENT

25
20
15
10
5

N [ep}) © (a2} o [ < — (e0) LN

[ o~ o] (<2} o o — (s} (s} a2}

(o)) (e} (o} (o} o o o o o o

— — — — o o3 o N N (o]

=S Interest payments (% of revenue)

CBO projections

Source: BNP Paribas, CBO, Worldbank

The bank
for a changing
world


https://ustr.gov/about-us/policy-offices/press-office/fact-sheets/2015/january/fact-sheet-obama-administration%E2%80%99s
https://ustr.gov/about-us/policy-offices/press-office/fact-sheets/2015/january/fact-sheet-obama-administration%E2%80%99s

EQUITY FOCUS: JUNE 2025

Tariffs don 't solve the major problems

Nevertheless, the US is running a trade deficit with
most countries and Trump is promoting the idea to fix
the issues of the MVP via increasing protectionism
while simultaneously reducing trade balances and
collecting income to fund his fiscal policies. None of
this is possible, though. Tariffs are not improving the
job security for 90% of MVPs who work in services.
They only make the live of those people more
expensive. Neither are tariffs able to reduce the trade
deficit. The trade deficit, in simple terms, exists
because the US are spending too much and producing
too little. This means that there are basically only two
ways to reduce the deficit: spending less or producing
more. Tariffs are not impacting the overall amount
households are able to spend and with the economy
being close to full employment, it"s hard to see how it
should help to increase production. The major
achievement remains increasing prices which goes
against the interest of the MVP.

One big beautiful TACO

Taking those major constraints into account helps to
understand why Trump Always Chickens Out (TACO).
Despite his fierce rhetoric, he can implement anti trade
policies only to a certain extend as the consequences
would not bode well with the MVP. We would expect
Trump continue to play verbal hardball but to act in
accordance with his constraints. He must avoid a
recession and keep inflation at bay to see rates coming
down. This should be good news for investors as the
resulting volatility may create possibilities. At the
same time, the economic impact of the created
uncertainty should become increasingly visible in hard
data. We thus remain selective within US equities and
would prefer quality companies.

A tactical de-escalation, not a strategic reset

Those constraints are also the main reason why
Trump agreed on a trade truce with China. He (and his
party) can’t afford to become the grinch that stole
Christmas. After stark warnings that the China tariffs
would put Christmas at risk, Trump had little choice
but to agree on something quickly. Placing orders and
having factories manufacture the products takes three
months and then shipping them from China to the US
takes another two. This means there is little time left
for order if goods should arrive in US warehouses by
mid September.

As soon as the holiday goods ordering season is over,
Trump's pain point moves, and rhetoric might flare up
again. However, as recently demonstrated when it
delayed shipping of rare earth magnets, China is
holding strong cards and plays them well. It looks
much stronger and better prepared compared to the
first trade war during Trump's first term.

When looking into the details of the Geneva truce, the
US side was much more focused on rare earths while
Chinese communication looked more for a broader
reset that includes lifting export restrictions for all
kind of (technological) goods. Given the importance of
those materials and the global dependence on them,
China looks to have the upper hand. While having
access to the latest US chips would be a “nice to have”
for China (remember DeepSeek as an example what
China can do with “Tier 2" technology). The US and its
allies on the other hand don’t have that luxury as the
alternatives to rare earths are - pun intended - “rare”.
We should thus expect the story to continue. But in
the end, we think, the outcome may be much more
beneficial to China as the market seems to be currently
believing.

CHART 4: MIDDLE CLASS GOOD INFLATION
OUTPERFORMED THE CPI BASKET

CHART 5: TRADE IS OF LITTLE IMPORTANCE
FOR THE MVP
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Americans’ top policy priorities
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US equities: still expensive

US equities managed to recover all their losses the
tariff tantrum created. The S&P 500 is back above
6000, trading only a whisker below its all time high.
As the price increased, so did valuations. The P/E ratio
is back at 22 (Chart 6) which represents the 90t
percentile score when looking back until 1995. Such
valuations seem to be detached from a reality in which
the effective US tariff rate is at least six times as high
as 12 months ago (Chart 1) and trade uncertainties
remain elevated. We continue to expect the valuation
to compress from the current blue-sky scenario. At the
same time, the recent relief on the tariff side reduced
the tail risk of a severe recession. This allows us to
increase our target valuation range and the 2026 yoy
EPS estimates. With 9%, we remain below consensus
which currently expects 13.7% growth. For 2025, we
stick to a 4% EPS growth forecast (lower than the
market's expectations). The updated forecasts are
shifting our S&P 500 target range slightly higher to
5.600 - 5.850 (Chart 10). We thus remain underweight
US equities and prefer quality compounding, foreign
focused companies within the US.

Tensions on the oil & gas markets

Israel's attack on Iranian nuclear facilities and on
some key figures of the Iranian regime provoked a
spike of the oil and gas prices. So far, Iranian oil & gas
facilities have not been significantly damaged. The key
risk would be a Strait of Hormuz blockade and/ or a
transporters’ fear that would dramatically reduce the
traffic over there. Such event probability looks low as
the US wants low(er) energy prices. Furthermore,
China is a big importer of Iranian oil. Therefore, we do
not change our negative view on the energy sector,
related to an oversupply on the oil market.
Obviously, we follow closely this crisis’ evolution.

European Equities: wait for it

European equities continue to outperform most of their
global peers, let by the German DAX which continues
to benefit form an expected increase in fiscal spending.
Beneath the surface, we can observe an interesting
trend though. Domestic stocks are beating exporters in
the Eurozone and in the UK (the same is true for Japan
as we expected) with the upmove starting in early
April, as trade uncertainty spiked (Chart 7). We
believe that further USD weakness (note that we
recently increased our EUR/USD target to 1.20) and a
continued stream of mixed trade headlines should
keep benefitting domestic names. We thus expect this
trend to continue with valuations of domestic stocks
vs exporters looking particularly attractive in Europe.
Another angle of this view may be the ongoing
outperformance of SMIDs vs Large caps, a trade which
is also geared to domestic vs foreign exposure. While
UK small caps screen record cheap, Germanys MDAX
offers the most direct exposure to increasing fiscal
spending.

While the growth trajectory for European equities
remains more favorable than for their US
counterparts, valuations, at least compared to their
own history, are no longer cheap. The P/E ratio trades
a 14.6 which represents the 74™ percentile score when
looking back until 2007 (Chart 11). Given our view of
a likely correction in the US market we maintain our
overall neutral stance and continue to look to increase
our allocation on dips.

CHART 6: US EQUITIES ARE PRICED FOR

CHART 7: DOMESTIC EXPOSURE STARTED TO
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CHART 8: THE INTEREST ON US DEBT IS CHART 9: MOST LIKELY TO TAKE PLACE AT
EXPECTED TO RISE DUE TO REFINANCINGS... ABOVE AVERAGE RATES
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CHART 10: A SLIGHTLY INCREASED TARGET RANGE FOR THE S&P 500
2025 yoy EPS growth
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CHART 11: EUROPEAN EQUITIES ARE NO LONGER CHEAP WHEN MEASURED AGAINST THEIR OWN
HISTORY

20
18

i AL OV B W
o e o

6
2007 2010 2013 2016 2019 2022 2025

e St0XXE 600 NTM P/E Ratio average +/- 1 STDV +/- 2 STDV

Source: BNP Paribas, Bloomberg

=l BNP PARIBAS The bank

. for a changing
. WEALTH MANAGEMENT world



EQUITY FOCUS: JUNE 2025

US Sector allocation & review

No change to our US sector allocation this month.

Great recovery in May

After an extremely volatile month of April, the US
authorities decided to bring back a certain calm onto
the equity markets. Mr. Bessent now seems to draft
economic policies and willing to conclude more
reasonable trade agreements. It has reassured the
financial markets as well as some data showing the US
economy is still doing well. Of course, a key question is
how much support has been brought by front loading
before tariffs enactment. One should know very soon.

In this context, an almost perfect return reversal
took place on the equity markets whereas sectors
that dropped the most beginning of the year, i.e.
mainly the expensive tech related sectors,
outperformed the most during the April-May equity
market recovery. It is true that Al business still looks
fine whereas trade and supply chain difficulties related
to tariffs have been disregarded. They are likely to
reappear soon, leading to a new burst of volatility.

Besides, Mr. Musk is unhappy about policy decisions
going against his and Tesla's interests (cf. repelling of
some parts of the IRA Act, such as a possible EV tax
credit elimination). His quarrelling with Mr. Trump
has put Tesla stock under heavy pressure beginning of
June. Other ‘Mag-7’ stocks also face various risks,
quite ignored by the market, such as antitrust probes,
supply chain issues, uncertain ROI on their heavy
investments in Al, stiff(er) competition, etc.

In general, we stay careful with US equities.

The market is not pricing the likely economic
slowdown, the loss in confidence, the disruptions and
inflationary pressures that are coming. Therefore, we
stay defensive, and we underweight big tech, US
consumption related stocks as well as energy.

Note that despite high valuations, we do not
completely reject technology. Whereas hyperscalers
are expensive, some software, cloud, network,
storage and cybersecurity companies are gaining a
lot with AL

We also suggest to play Al via its indirect winners,
i.e. companies that should profit from productivity
gains, but also those firms profiting from bottlenecks
such as power or electrification related companies.
Therefore, Utilities remain a favourite sector.

Next to Utilities, we like Health Care (HC) as it is
pricing a very pessimistic outcome from the ongoing
debates relating to the high price of medical
treatments in the US. Some price reductions can be
expected where abuses have been identified but we do
not think that the result will globally be that bad. A
big reshuffle of the US HC system would necessitate a
deep reform as well as the US Congress’ approval. It
could take years. At present, HC earnings growth is as
good as it has ever been (above 10% y/y). Besides, due
to cheap valuations, we expect more M&A's this year.

Ideally, for HC equities to strongly recover, there
should be some sector rotation with as possible
catalyst an economic slowdown or some clarifications/
decisions reducing the current uncertainties.

CHART 12 : US SECTOR PERFORMANCE YTD:
INDUSTRIALS LEADING ; CONS. DISCR,
ENERGY AND HEALTH CARE IN THE RED.

CHART 13 : US EQUITIES ARE EXPENSIVE,
PARTICULARLY IT AND CONSUMPTION
RELATED SECTORS
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Sector allocation & review - Europe

After the recent recovery and great performance, we suggest profit taking in expensive sectors.

After a volatile month of April, May was better.
European equities gained more than 4% (even 5%
when dividends are included) whereas US equities
recorded +6%. Discussions are ongoing between Europe
and the US on new trade agreements. The UK has
already reached one (note however that imbalances
between the US and the UK are small compared with
other countries).

Thanks to US tariffs now expected to be lower than
first announced, and thanks to extra European
spending in infrastructure and defence, cyclical
sectors outperformed defensives in May. We like
those companies profiting from European defence
and infrastructure plans. These are mainly
Industrials, Construction Materials, Software and
Utilities. We are positive on these sectors. Of course,
Germany having much more fiscal leeway than other
European countries, it has been a big equity market
winner so far this year: DAX and MDAX index have
both registered +21% in EUR against +12% for the
European Stoxx600 (incl. dividends) and -3% for the
MSCI World in EUR as of 9 June 2025.

In particular, the relatively tariffs insulated German
mid caps have outperformed the rest of the market
since the April trough (cf. MDAX index) . We like this
market segment. In general, European small caps
represent an interesting diversification, but we
would prefer to make sure the global economy does
not slow down too much this Summer before turning
positive on European ‘smid’ caps in general.

Year to date, the most exposed sectors to tariffs and
to the global economic slowdown - i.e. consumer
discretionary, automobiles, energy and basic
resources - keep underperforming. China, the World
biggest consumer of basic resources, is still under
pressure. At contrary, some European domestic and
defensive sectors have become quite expensive after a
great performance beginning of the year.

In June, we downgrade the Insurance sector from
Positive to Neutral and the Media sector from
Neutral to Negative.

European Insurance, at a P/E close to 12, is trading
at the high end of its historical P/E range (see next
page). For comparison purpose, note that banks are
trading at a P/E ratio of 8,5 only (see below chart),
despite their stellar performance of the last 2 years.

European Media is trading at an expensive P/E ratio
above 17 (see next page), whereas Al full impact on
the sector is still uncertain. New questions have
appeared, for instance how much market share Meta
Platforms is going to grab from traditional media in its
attempt to automatise ad creation via Al.

Finally, regarding Health care, the news flow is not
great although (expected) corporate earnings are solid.
The weakening USD is a new concern for European
exporters and must be watched. But we estimate that
the pessimism related to tariffs and to possibly
lower drug prices in the US is exaggerated. Rarely
has the Health Care sector been so cheap.

CHART 14: EUROPEAN SECTOR PERFORMANCE YTD:
FINANCIALS AHEAD ; MAINLY CYCLICAL SECTORS

CHART 15: AFTER A GREAT OUTPERFORMANCE
OVER THE LAST 2 YEARS, EUROPEAN BANKS ARE
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-10% 0% 10% 20% 30% 40% Forward P/E
Banks —— 20-
Insurance ]
Utilities — 18-
Construction & Mtls |
Indust Gds & Serv | 16 -
Telecoms |
Food Bev Tob I 14 - 14.21
Chemicals .
Financial Srvecs . 12-
Real Estate ]
Technology ] 10-
Energy ]
Retail - 8 1852/
Pers.Care & Grocery H
Media 6 -
Healthcare
Travel & Leis. 4-

Autos
Basic Res.
Cons. Prod & Srves

Source: Stoxx600, 2025 performances as at 09 June 2025.

-5 BNP PARIBAS

A WEALTH MANAGEMENT

06 08 10 12 14 16 18 20 22 24
—— STOXX EUROPE 600 BANKS —— STOXX EUROPE 600
Source: LSEG Datastream, 21/05/2025

The bank
for a changing
world



EQUITY FOCUS: JUNE 2025

EU Insurance downgraded from Positive to Neutral and EU Media from

Neutral to Negative.

EU Insurance from + to =

The European insurance sector is concentrated and
rather multiline (contrary to the US market where
insurers tend to be more specialized). A few big names
make most of the representative index. In Europe,
Germany and Switzerland hold the biggest market
shares and capitalisations. Some deep restructuring
have taken place in the insurance sector and the
solvency ratios now stand at 214% in aggregate. It is
considered as sound and capable to absorb shocks as
big as the Covid. As a matter of fact, insurance is now
characterized by large cash returns to shareholders.

This sector is also a compounder; premiums paid tend
to increase year after year. Catastrophes are typically
no major drag but rather an opportunity to charge
even higher premiums. Only very major catastrophes
can temporarily hit (re)insurers. The sector has
strongly outperformed over the last 2 years. It has re-
rated from a very cheap fwd P/E ratio of 9 in 2023 to a
now relatively expensive P/E ratio close to 12. This
level historically did not hold.

Risks have not disappeared: insurers are somewhat
correlated to the good health of the economy and of
the financial markets. Besides, with climate change,
more major catastrophes could happen, creating
unexpected losses in the P&C segment. Competition for
new business is becoming fiercer whereas potential for
further premium hikes now seems limited. Therefore,
we suggest at minimum to be more selective within
the European insurance sector and to book some
profits in case of a big exposure to it.

EU media from = to -

This sector is quite small and concentrated. As a
matter of fact, there are only 10 constituents in the
Stoxx600 Media index. Wolters Kluwer is the biggest
one, representing 1/3 of the index. This stock is
expensive, currently trading at a P/E ratio around 30.

Historically, the sector has been underperforming in
Europe. It is now getting better thanks to new
business/ growth opportunities relating to their often-
large databases, to the Internet and to Al

A growing economy is a tailwind for the sector as it
leads to increased marketing and advertising
spending, as well as new investments that require
support from the media sector.

We estimate that these positive trends are priced in.
The P/E ratio of the sector is high both historically and
when compared with the rest of the market.

Recently, new risks have emerged. For example, Al
has created new opportunities, but on the other hand,
Meta Platforms is trying to automate ads through Al
This could create fierce new competition for traditional
advertisers. Other companies are exposed to language
courses and exams, such as those required to get into
American and British universities. This activity is
slowing down due to new immigration restrictions in
the US and in the UK, which is putting additional
pressure on some specialized publishers.

The expected growth of the sector is now quite lower
than beginning of the year. Due to these headwinds,
we would avoid the media sector for the time being.

CHART 16 : EUROPEAN INSURANCE IS TRADING AT
THE HIGH END OF ITS VALUATION RANGE

CHART 17 : EUROPEAN MEDIA IS EXPENSIVE AS
COMPETITION AND DOUBTS RISE
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European and US Sectors in a nutshell

View Out/
Sector (STOXX Europe 600) YTD underperf. Our view at a glance

UW N oW :
vs index

il X 3114% 2215% withstand the current uncertainties. European infrastructures/ defense plans create new funding
opportunities.
Construction Materials X 1517%  618% (G.erman) |r?frastructure ;pendllng Is a key catalyst. Rebuilding Ukraine another one. Heavy side names
might benefit from US-China tariffs as they produce locally.
Financial Services X 613%  -286% Im.provmg capital markets .act|V|ty and expected deregulation offer support, espemlally to exc.hange.s and
private markets. Stay selective among asset managers due to challenges from the active to passive shift.
Attractive valuations. It Is a defensive compounder. Besides, this sector should be a key Al beneficiary:
Health Care X -1,36% -10,35% expect efficiency gains in a structually growing market (e.g. demographics, obesity etc). Key risks: weakening
USD, tariffs & new US political risks/ some willingness to reduce treatments prices in the US.
The sector is being hit by tariff uncertainties but (German) infrastructure spending and 'rebuilding
Industrial Goods & Services X 1490% 591% Ukraine' are big counterweights. Also beneficiary of defence spending, re-/nearshoring, investments in data
centers and renewable energy projects.
Utilities X 1523%  624% European infrastructure spending arlld energy independence IW|ll|ngness are new supportg whereas
(Green) Power demand should continue to grow. A more dovish ECB would also help valuations.
- - — - —ro -
Basic Resources X 549%  -14,48% The sector has the highest correlation t? .Chma in Eu.rope due to the high revenue exposure (~ 36%). We still
prefer names exposed to energy transition & precious metals.
Chemicals X 676%  -2.23% The sector shou.u.i profit fromlthe infrastructure plelin in Germany .as .vveLL as from the rebuilding of Ukraine.
Strong competition from China however and tariffs (+ uncertainties related) could hurt.
Cons. Products and Services X 637%  -2.62% Despite hlghgr consumptlon in Europe, the sector suffgrs from tariffs. Chinese consumption still sluggish.
US consumption now being questioned as well. Be selective.
Insurance 1855%  9,56% Solid ar?d rather defensw? sector that has strongly outp.erformed the last 2 years. Cash returns still ‘
attractive but European insurance now looks fully priced at an average P/E of around 12. Be selective.
Real Estate X 597%  -302% Defensive sector potentliatvty hit by new Europeag expz?mslionary budgets but relatively insulated from the
current trade war. Logistics and data center enjoy tailwinds from e-commerce/ Al. Be selective.
Retail X 349%  -5,50% The sector has noyv foun.d some capital discipline a.llovving for cash .distribution. However, tariffs now putting
pressure on margins as imported goods are becoming more expensive.
Technology X 565%  -334% Tariff risks in the serm space, after having felt the pinch frqm weak autp & cellphone demgnd. Prefer
software names which should continue to benefit from B2B investments in Al supported efficiency upgrades.
Telecommunications X 1479%  5.80% Improving cor.porate results, Fhe industry's falling capital intensity driven by the fibre cycle & the sector's
free M&A option are supporting performance.
AUto & Parts X 431%  -1330% Automgtvives still weak (Iiue to rising co.m petition with Chi.na, high EV investment costs, excess inventories, and
bad pricing. Trade tensions are creating further complications.
Ry X 559%  -3.40% Oversupply &.new us ad.mlnlstratlon policies are capping the upside in oil related. Saudi now flooding
the market with more oil.
Food, Bev and Tobacco X 998%  099% Valuations are rich compared with the rest of t.he markgt and cpnmderlng the sluggish e.arnlngs growth
of the sector. Lack of upside catalysts except for its defensive profile. Favour 'self help' stories.
Media Price EUR X 060%  -9,59% Expeqswe sector with Al full mjpact FJn business moder still unclear. Meta Platfo.rms another threat as
entering many (European) media businesses and grabbing more and more ads business/ market share.
Personal Care X 257%  -642% The sector ‘stm faces headwinds from rising Input costs while consumers are increasingly price sensitive.
Lack of upside catalysts.
Travel & Leisure X -4,15% -13,14% Lower oil prices a support but high competition in a context of geopolitical tensions, discouraging travelling.
View e
Sector (S&P 500 Level 1) YTD underperf Our view at a glance
uw N ow . vs Index
Solid earnings in a structually growing market (e.g. demographics, obesity etc). It is a defensive
Health Care X -2,76% -4,87% compounder. Al to bring more efficiency gains. Further deregulation could bring extra support. However,

political risks/ some willingness to reduce treatments prices in the US.

Growth in power demand should remain solid due to Al tailwinds & electrification. EPS growth

Utilities X 589%  3,78% ) )
expectations accelerating. Accumulate.
Communication Services X 664%  453% The sector is dominated by 2 mega tech companies trading at lower P/Es than other 'Mag-7' but
! ! now facing antitrust and other issues. The rest of the sector is not cheap either. Be selective.
Financials X 5 96% 315% Profits and balance sheets quite solid but the economy is likely to significantly slow down in the
! ’ US. Deregulation and possible tax cuts should provide backwinds in a near future.
Industrials X 9.60% 7.49% Re-shoring and US reindustrialization are supposed to be major backwinds. However, in the short term,

tariffs uncertainties are very much hurting confidence, business and investments.

In the short term, this sector will be impacted by the US economic slowdown but medium term, it
Materials X 493%  2,82% should benefit from reshoring/ reindustrialization/ lower energy prices. Better to focus at the
moment on stocks with exposure to precious metals/ energy transition metals mining.
Despite a recent recovery due to a switch to defensives on the US equity markets, activity is still

Real Estate X 240%  0.29% sluggish in residential RE. New construction activity is muted. Commercial RE also looks stressed.
After the recent (defensive) recovery, the sector looks fully priced. Costs are rising due to tariffs.
Consumer Staples X 5,52% 3,41% ft‘ (def ) . ry o Jully p ; ) g. I
Besides, consumers may continue to "trade down" due to current economic uncertainties.
@ - i . =g . The sector is dominated by 2 mega tech companies currently de-rating and likely to keep suffering
onsumer Discretionary =0 7 from trade/ political tensions. Be selective and diversify away from the '‘Mag-7".
Oversupply now pushing down oil related. We prefer energy infrastructure names as they benefit from
Energy X -3,15%  -526% . . ) , ) ) o
rising transportation and storage needs while paying attractive dividends.
. Trading at heavy premium vs the market. Growth expectations are slowing, making it harder to justify
Information Technology X 1,35% -0,76%

the valuation premium. Rising worries of Al-related overinvestments & of disappoiting ROIs to come.
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Valuations

TABLE 1: GLOBAL INDICES

—oempoche
Index level 1) _Earnings Yield SyrZ-Score  ws. ACWI 2.5core
MSCI ACWI B34 - e 45,99 - L} - - e 5,26 [T |
MECI Weeld | = ®*| 153 EE [ - m - 450 @ - 106 N -
MSCI Emarging Markets 1188 & ad 0112 - | b - [ | 763 EE 1 0,67 [
S&P 500 6006 | ;50 EE L - - -0 446 LR | 1,23 - -;
SEPSODEqual Weighted 7226  *——+%| 50050 g [ - [T | 553 EEN e+ @ 095 mEM - W
Russall 2000 e 76,58 - [T - - [ | 359 (L | 132 [l "
MASDAG 100 nME | g0 N [ - - om 366 -, 157 - - o;
MSCI US Growth 27517 | 453 [ [ - (8 [T | 159 W -m
MSCI USA Value 14562 S| 550 EHE | & [ B [ LI IR | 032 B |
STOXK Europe 600 52 | 3o EE [ [ B - [ | 665 W - W 078 EEN <
STOXK Europe Mid 200 592 —| am - | & [ B - LB | 705 072 [ |
STOMEurope Smali 200 358 | . @ 1 w - - - 681 o7 mmee W
Dax 2004 S *| jas05s  EN | & [ B [ =8 R | 6.08 08 EE eE
FTSE 100 8859 | os N [ 8 " = | | 731 071 N oW
ChC s e sy N - [} w 8 - 6,67 0% W -
FTSEMIB 40426 * 700 EE ¢ L » B | 061 WM
Mikkel 225 /UL | sy EW [ w - em 5,26 055 WM -
Hang Seng 24163 | g N - | & [ B - 055 - -,
Forward Composit
Inden Level TyHange  EPS Sy Z-Score 4 weeks
SO Europe A — T [ 2 L 1| e = - ges W W 1 S,
STCOOE B00 Consume PAS 2 . | g H- A [ [ = Tl gy wme w " 151 = ]
STOHE BO0Energy m . . 04 [T | w [ = 1 g =m- m a7 | 07 EEER R |
STOOE 600Food, Bevand Tobacca W7 = ool pgg EE-W [T - ] | e g3 -, 108 mm oW
STOHOE BO0Pesonsl Care w . “ yz WA [ L el |1 i gos N W 1
STO0GHE BO0 Chemacals wET . s ey BN I'N | & ] g5 W wm sm {__CCEE | 122 B W
STOMOE 600 Lidtes W eeee| e omoa@ w L B e W 75 W -m 0s7 - W
STCROE 600 Banks m e e g, oA - w TR 0s0 mE W
STCHOE 600 Fieal Extae 1 . wl o EoW [ - u - 624 - 053 W =
STCHOE 500 Tecknology Bz e oves| g, HN O " o - - . 13 e om
STCOOE 600 Autom & Parts e e L. EEOA " [ . - L 053 W m
STCHOE BOOHeskh Cace e . | gy WA = L - - T e | o Eme W
STONE 600 Financial Sersces Bz v ocoee| o BN W [ m W . - G — i B W
STOOE 60 Insusarce W e ] oy W [ 20 @ a S— T i— of  mm -
STOHOE 500 Tekons s e oo EE A . 0 @ " p— g TS WS EE R
STONOE GO0 Media T ol . W OB [T 26 | - a 12 e
STONOEE00Id GoodstSenices W09 & & so|  o0o  EE M w a9 ¥ 1 150 mm- W
STOOOE B0 Constin & Materials B4 . | e WA " 232 L ] 1M N -
STCHOE 00 Biasic Feazances 4 . | g EE A [} m - a 073 EW -m
STO0CE EO0Petad a5z - . wn WA [ [ 8 nm 120 EW B |
ST B00 Teavel & Lisure o “| e WA o L - : ! omy mm om
“BBG consensus, NOT an official BNP
target price
Index level  lytRange  EFS
6750 o e L
SKP 500 Consumer Discretienary st *| mw [
&P 590 Cansumnes Scaples | e T L
&P 500 Eneiry B oy -
5GP 500 Firmncials W el an L
&P 500 Healh Cave e T L
SKP 500 Industrials o S T -
$EP 500 Infarmatien Technaiogy “n e b
SEP 500 Materials L BT "
8P 500 Rea Estate L e o BT n
S4P 500 Communication Senices W] [
S5P 50 Ut ities W g [ L B

Source: BNP Paribas, Bloomberg

Z-Score: Defines the number of standard deviations a value is from the mean of a given distribution. Negative z-scores indicate the value lies
below the mean. Positive z-scores indicate the value lies above the mean.
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Our key convictions at a glance

UsA Europe IETED] Emerging Markets
Overall view negative neutral positive positive
SMIDs
. = UK - - China, Indonesia, Singapore.
What we (especially) like Energy Infrastructure European Banks D““‘es"ca:!_?n‘:::'i’;f: SHESHL South Korea

Growth
Mega caps. particularly within
consumer discretionaries

Buybacks & Quality Dividend

What we don’t (really)
like

growth e Chinese tech & Chinese high
Preferred Regional basis E | weighted ital German infrastructure related Governance Heform achievers dividend ol
qual weighted over capital names ividend plays [banks. telecom]
themes & weighted S&P
trades Precious and energy transition metal miners
Global Basis Healthcare
Uhilities

Economic, FX forecast tables

Moderate slowdown expected Despite recent tariff moderation, US inflation to remain high

BNP Paribas Forecasts BNP Paribas Forecasts

2 202%-Eloomberg CA Inflation % 224 A a::lnu A5 Emaﬁlﬂsn
P Gromth % an 2 ;:I‘IEIU e Corssnsus Cosasus Consersis
United States 28 15 1a-|m 15 15 pnited States e 20 00 33 28

Japan 27 33 18 21 13

lapan 01 o7 08 04 08 United Kingdom 25 33 30 26 23
United Kingdom 11 13 10 10 11 swizerland 11 02 04 07 0.7
Switzerland 09 13 11 15 14 Evrozone 24 21 21 19 19
Evrozone 0.8 11 0.8 13 11 Germany 25 23 22 20 2.0
Germany -0.2 0.5 0.0 1.0 12 France 23 [s1:] 11 12 18
France 11 0.6 Q.5 11 0.8 Italy 11 17 18 17 17
Italy 0.5 08 0.5 13 0.8 Emerging
Emerging china 02 00 03 10 10
China 50 48 45 45 10 India* 4 46 a8 41 38
Indla** 82 65 63 63 63 Brazil 44 5.5 52 4.8 43
Brazil 24 24 20 12 18 * Fiscal y=ar

Source : ENP Parlbas, Bloomberg - 27/06/2025
** Fiscal year

Source : BNP Parlbas, Bloomberg - 27/05/2025

FX FORECASTS EUR FX FORECASTS UsSD

Target 3 months Target 12 months Spot Trend Target 3 months Target 12 months
ns.r:g;nzs Trend s gumy | T s Eum) - oy | T sus)
" p—— Eurozone| EUR / USD 115 Neutral 1.15 Positive 1.20
United States) EUR/USD 115 | Newtral LIS [Negauive 120 United Kingdom| GBP/USD 136 | Neutral 135 | Neural 138
United Kingdom | EUR / GBP 0.84 Neutral 0.85 Negative 0.87 .
I Japan| USD/JPY 14348 | Neutral 14500 | Positive 140.00
Japan| EUR/JPY 164.39 | Neutral 167 Negative 168 —
Switzerland|EUR/ CHF 094 | Newtral 0.94 Neutral 0.94 Switzerland| USD/CHF 082 | Neutral 0.82 Positiv 0.78
Australia| EUR/AUD 176 | Neutral 174 Negative 1.88 Australia AUD/USD 065 | Neutral 056 Neutral 0.64
New-Zealand [EUR/NZD 188 | Neutral 192 |Negative 2,00 New-Zealand | NZD/USD 061 | Neutral 080 | Neutral 0.60
Canada| EUR/CAD 156 [Negative 161 Negative 1.68 Canada| USD/CAD 137 |Negative 1.40 Negative 1.40
Sweden | EUR / SEK 10.95 Neutral 11.00 Positive 10.70 m China| USD /CNY 718 Neutral 7.20 Neutral 7.20
Norway | EUR/NOK 1152 | Neutral 11.60 Neutral 11.30 India| USD/INR 8581 |Negative 88.00 Negative 88.00
o China| EUR/CNY 823 | Newtral 828 Negative 864 o Brazil| USD/BRL 560 |Negative 5.80 Negative £.00
S India| EUR/ INR 98.31 _ |Negative 101.20 Negative 105.60 Mexico|USD/MXN  19.17  |Negative 20.00 Negative 20.00
Lat Brazil| EUR/ BRL 641 Negative 6.67 Negative 7.20 [SUIY  South Africa| USD/ ZAR 17.71 Neutral 18.00 Neutral 17.50
pord MexicolEUR/ MXN 2196 [Negative 23.00 Negative 24.00 | | USDIndex| DXY 9874 | Neutral 98.83 Negative 95.33
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DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Controle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates (“BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.
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The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing; they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.

© BNP Paribas (2024). All rights reserved.
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