
INVESTMENT STRATEGY











EQUITY FOCUS

A STOCKPICKER´S MARKET: CORRELATION IS 
EXPECTED TO STAY LOW

EARNINGS SEASON SNAPSHOT
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THE MAGNIFICENT 7 SHOWED SIGNIFICANT OUTPERFORMANCE OF 
GROWTH DURING THE LAST 5 YEARS

HISTORY SUGGESTS THAT SUCH STRONG OUTPERFORMANCE IS HARD TO 
MAINTAIN IN THE LONG RUN
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EARNINGS GROWTH IS EXPECTED TO SLOW SUBSTANTIALLY WITH THE 
REST OF THE MARKET CATCHING UP

A SLOWDOWN IN EARNINGS GROWTH IN CONJUNCTION WITH A DELAYED 
CUTTING CYCLE BY THE FED COULD JUSTIFY A VALUATION RERATING



VALUATIONS FOR SMALL CAPS ARE LOOKING MUCH MORE BENIGN ALBEIT 
THEIR IMPACT ON FUTURE RETURNS IS LESS  STRICT 

THE P/E RATIO LOOKS HIGH BY HISTORIC STANDARDS WHICH HAD 
NEGATIVE IMPACTS ON RETURNS IN THE PAST
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MANUFACTURING PMIS ARE SUGGESTING THAT ACTIVITIES ARE 
RECOVERING AND THAT WE PASSED THE THROUGH
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THE RECOVERY POTENTIAL IS USUALLY HIGHER FOR MORE CYCLICAL PARTS
OF THE MARKETS, SUPPORTING OUR RELATIVE REGIONAL CALLS
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THE CURRENT USD/JPY LEVEL IS POINTING TO A MATERIAL UPSIDE FOR 
EPS GROWTH

THE MARKET BENEFITTED FROM THE ONGOING WEAKNESS IN THE JPY, 
WHICH RECENTLY ACCELERATED FURTHER



12 MONTH TOPIX PRICE TARGET MATRIX
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USD/JPY
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13 2262 2301 2340 2379 2431 2444 2470 2496

13,5 2349 2390 2430 2471 2525 2538 2565 2592

14 2436 2478 2520 2562 2618 2632 2660 2688

14,5 2523 2567 2610 2654 2712 2726 2755 2784

15 2610 2655 2700 2745 2805 2820 2850 2880

15,2 2645 2690 2736 2782 2842 2858 2888 2918

15,3* 2662 2708 2754 2800 2861 2876 2907 2938

15,5 2697 2744 2790 2837 2899 2914 2945 2976

16 2784 2832 2880 2928 2992 3008 3040 3072

16,3** 2836 2885 2934 2983 3048 3064 3097 3130
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ON AGGREGATE, RUSSEL 1000 COMPANIES ARE SITTING ON ~ $2.0 
TRILLION OF CASH

BUYBACKS, DIVIDENDS, AND LOW CAPEX-TO-SALES ARE GENERALLY 
PERCEIVED WELL ALBEIT SOME SECTOR DISPERSION EXISTS



FINANCIALS AND ENERGY ACCOUNT FOR 50% OF ALL EUROPEAN 
BUYBACKS 

THE SPREAD IN SHAREHOLDER YIELD BETWEEN EUROPE AND THE US IS 
CLOSE TO A RECORD HIGH
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BASED ON 2023 ESTIMATES, AN ADDITIONAL $72BN IN DEFENCE SPENDING 
WOULD BE REQUIRED TO MEET NATO´S 2% TARGET

DEFENSE STOCKS ARE ALREADY TRADING AT RECORD VALUATION PREMIUMS,
POTENTIALLY CAPPING FURTHER ROOM TO OUTPERFORM
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BASED ON 2023 ESTIMATES, AN ADDITIONAL $72BN IN DEFENCE SPENDING 
WOULD BE REQUIRED TO MEET NATO´S 2% TARGET
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THE SECTOR STILL OFFERS A DOUBLE-DIGIT DISTRIBUTION YIELD WHICH MAY 
SCREEN ATTRACTIVE FOR INCOME FOCUSED INVESTORS



BANKS ARE STILL TRADING WITH A 44% P/E DISCOUNT VS THE BROADER 
MARKETS WHILE THE P/E RATIO REMAINS BENIGN
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WE EXPECT NO SUBSTANTIAL HEADWIND FROM FALLING RATES TO THE NII



LOW EXPLORATION BUDGETS (IN $M) ARE CONTRIBUTING – ALONG SIDE 
GEOPOLITICAL FACTORS – TO A RATHER UNELASTIC SUPPLY
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A LONG TERM SUPPLY DEFICIT SHOULD SUPPORT COPPER PRICES AND THUS
MINERS EARNINGS

https://cdn.ihsmarkit.com/www/pdf/1022/The-Future-of-Copper_Full-Report_SPGlobal.pdf
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