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We remain tactically NEUTRAL, although we see increasing upside COSIMO RECCHIA
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risks. We expect trade tensions to continue easing, US fiscal policy to cosimo.recchia@animasgr.it
potentially surprise on the side of further easing, and the US economy

to remain resilient, likely avoiding a recession even into 2025.
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While these tailwinds have already been partially priced in during the o

recent rally, we believe there is still room for stock prices to rise, given
the currently light positioning.

Against this backdrop, we maintain a NEUTRAL stance due to
the highly fluid geopolitical and macroeconomic environment,
especially as we approach a seasonally unfavourable period.
Nevertheless, we continue to recommend a buy-the-dip approach.

From a regional perspective, we are upgrading the US to LONG
(previously NEUTRAL) due to still-light positioning, likely improvements
in earnings revisions, which have declined sharply in recent weeks amid
tariff concerns, and improved corporate guidance following a year of
overly cautious messaging. We remain NEUTRAL on Europe and EM;
while downgrading the UK and Japan to SHORT (from NEUTRAL).

From a sector perspective, we are becoming more constructive on
Cyclicals (previously barbelled), with a mild preference for Growth
sectors (previously agnostic on style). We continue to selectively favour
the Magnificent 7, along with Banks and Diversified Financials on both
sides of the Atlantic. We downgrade tariff-insulated sectors such as
Utilities and Telecom to NEUTRAL (from LONG), as we expect trade
tensions to continue easing.

Strategically, we reiterate our OVERWEIGHT stance on equities.
At this stage, downside risks (such as a recession) and upside risks
(including supportive fiscal policy and a potential peak in tariffs) appear
balanced. In this context, we prefer Cyclicals over Defensives, with a
tilt towards Growth names (previously agnostic). Regionally, we favour
the US, which has been among the hardest hit so far, expecting its IT and
financial mega-caps to lead the performance, at least during the early
stages of the rally.
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Tactical View

We remain tactically NEUTRAL. However, there is a noticeable shift in the news
flow, which appears more positive across several fronts: de-escalation of the
trade war, potential direct talks between Russia and Ukraine, better than expect-
ed macroeconomic and corporate fundamentals, and the possibility of fiscal eas-
ing. Figure 1 illustrate that positive news (in green) now outweighs negative news
(in red). Although these tailwinds have been partially priced in during the recent
rally, we believe stock prices still have room to rise, given the current positioning.

Against this backdrop, we maintain a NEUTRAL stance due to the highly flu-
id geopolitical and macroeconomic environment, particularly as we enter
a seasonally unfavourable period. Historically, June tends to be a weak month
for equity markets, especially outside the US. However, in recent years, we have
observed positive equity performance even at the beginning of the summer (Fig-
ure 2 and Figure 3). That said, we continue to recommend a buy-the-dip ap-
proach.
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FIGURE 2

Seasonality across the main regions
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Seasonality in June only
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a. Regional Allocation

Against this backdrop, we now upgrade the US to LONG (previously
NEUTRAL); we remain NEUTRAL on Europe and EM; whilst downgrading
the UK and Japan to SHORT (from NEUTRAL) (Figure 4).

FIGURE 4
Tactical Regional Recommendations
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Source: MSCI, ANIMA Research

The US is now our top pick, owing to:

> Light positioning: investor positioning in the US market is currently
one standard deviation below the historical average, similar to levels
seen at market bottoms of late 2018, during COVID, and in the 2022
bear market (Figure 5). The lightest positioning is among systemat-
ic investors (Figure 6). From a flow perspective, we note that despite
the S&P 500's 14% rally from the April lows, ETF flows into US equities
remain negative, while flows into European equities are accelerating
(Figure 7). That said, any positive catalyst could trigger a sharp
rebound.

> Subdued EPS estimates and corporate guidance: Earnings-per-
share (EPS) downgrades accelerated rapidly following Liberation Day,
with weak forward guidance across the entirety of 2025 (Figure 8),
largely due to uncertainty surrounding the trade war. As the rhetoric
eases, we expect both EPS revisions and corporate guidance to
improve in the coming weeks.

The downgrades of Japan and the UK are not absolute; we simply see
more attractive opportunities elsewhere. From a fundamental per-
spective, Japan remains best in class, recording the strongest Earnings
Momentum and second-strongest Margin Momentum globally.
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Within EM, we upgrade Mexico to LONG (previously SHORT), expecting it to
continue outperforming as the tariff-related concerns ease. We downgrade Brazil
to SHORT (from NEUTRAL), anticipating continued weakness in commodity prices
and citing poor Earnings and Dividend Momentum.

FIGURE 5 FIGURE 6
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b. Sector Allocation

From a sector standpoint, we are turning more constructive on Cycli-
cals (previously barbelled), with a mild preference for Growth sectors
(previously agnostic on style) (Figure 9).

FIGURE 9
Tactical Sector Recommendations
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Source: MSCIl, ANIMA Research

Within the Growth universe, we continue to favour the Magnificent 7,
as they are pivotal to any potential market rebound. Over the past decade,
US equities have consistently outperformed global markets, coinciding with
the sustained dominance of these stocks within major US indices (Figure
10). The recent correction, driven by tariff uncertainty, affected this group,
which had previously been trading at higher valuation levels. As a result,
most of these names now trade at or below their 10-year average forward
P/E, presenting a potentially more attractive entry point and limiting further
downside risk (Figure 11).

Tech fundamentals remain broadly supportive. In the latest earnings
season, major tech firms projected strong long-term growth, with a clear
focus on Al, cloud infrastructure, and platform expansion. Most increased
capital expenditures and emphasised operational efficiency to support
these investments. However, several also acknowledged persisting macro-
economic headwinds, including FX volatility and regulatory developments,
which they appear well-positioned to navigate.

That said, trade-related risks remain a key caveat. Apple is the most
directly exposed to rising US tariffs on Asian imports, citing material risks to
both its cost structure and supply chain. Meta and Microsoft also highlight-
ed potential disruptions tied to global trade tensions, especially concern-
ing hardware and tech sourcing. Amazon and Alphabet noted broader ge-
opolitical risks, while Tesla appears relatively insulated due to its localised
manufacturing strategy. Although NVIDIA has yet to release its quarterly
results, similar commentary from AMD suggests it is also facing headwinds
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from new US export licensing requirements introduced in April for advanced chip
sales to China. These measures remain in force, despite the recent removal of the
broader Biden-era Al Diffusion framework, which had been scheduled to take
effect on 15th May.

FIGURE 10 FIGURE 11
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Within Value, we maintain our LONG stance on Banks and Diversified Finan-
cials. These sectors benefited from heightened market volatility in the first quar-
ter; going forward, we expect them to capitalise on a resurgence in M&A activity
and a new wave of deregulation. Investment banking activity has been relatively
subdued so far this year, primarily due to trade war uncertainty weighting on
CEO confidence (Figure 12) and business sentiment (Figure 13), resulting in many
stalled or cancelled deals.

Completed: 19 May 2025

Marketing document for Professional Clients and Qualified Investors only

ANIMAX)

7/10



Animalnsight

FIGURE 12 FIGURE 13
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Within Defensives, we have tactically downgraded Utilities and Telecoms
to NEUTRAL (from LONG). These sectors outperformed during the height of the
trade war, largely due to their local business models being insulated from tariffs.
However, we now expect their momentum to fade. We also downgrade Pharma
to SHORT (previously LONG) amid rising policy risk and potential margin pressure,
following the recent executive order signed by President Trump on drug pricing.
The order introduces a Most-Favored-Nation (MFN) model for Medicare and Med-
icaid, capping US reimbursement at the lowest price offered in other developed
countries. While private markets remain unaffected for now, US pharmaceutical
companies face downside risk as higher domestic prices come under direct chal-
lenge, reducing profitability from public-sector sales. European companies are
also exposed, as their lower international prices now serve as the benchmark.
With the added risks of implementation, pricing pressure, and heightened regula-
tory uncertainty, we view the sector’s risk-reward profile as less attractive.
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Strategic View

We reiterate our OVERWEIGHT stance on equities. At this stage, downside
risks (e.g., recession) and upside risks (e.g., fiscal stimulus, peaking tariffs) ap-
pear balanced. However, valuations have compressed significantly, and market
positioning is now much clearer. Historically, the S&P 500, which represents 70%
of global equity market capitalisation, has shown strong recovery following deep
drawdowns when recession risks abate.

Against this backdrop, we continue to favour Cyclicals over Defensives, with
a clear preference for Growth names (previously agnostic). Regionally, we fa-
vour the US, which has been among the hardest hit thus far, expecting its IT and
financial mega-caps to lead the early stages of the rebound.
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Marketing material for professional clients or qualified inve-
stors only.

This material does not constitute an advice, an offer to sell, a solici-
tation of an offer to buy, or a recommendation to buy, sell, or hold
any investment or security or to engage in any investment strategy
or transaction.

ANIMA can in no way be held responsible for any decision or in-
vestment made based on information contained in this document.
The data and information contained in this document are deemed
reliable, but ANIMA assumes no liability for their accuracy and
completeness.

ANIMA accepts no liability whatsoever, whether direct or indirect,
that may arise from the use of information contained in this mate-
rial in violation of this disclaimer and the relevant provisions of the
Supervisory Authorities.
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This is a marketing communication.

Please refer to the Prospectus, the KID, the Application Form and
the Governing Rules ("Regolamento di Gestione”) before making
any final investment decisions. These documents, which also
describe the investor rights, can be obtained at any time free of
charge on ANIMA website (www.animasgr.it). Hard copies of the-
se documents can also be obtained from ANIMA upon request.
The KIDs are available in the local official language of the country
of distribution. The Prospectus is available in Italian/English. Past
performances are not an indicator of future returns. The distribu-
tion of the product is subject to the assessment of suitability or
adequacy required by current regulations. ANIMA reserves the
right to amend the provided information at any time. The value
of the investment and the resulting return may increase or
decrease and, upon redemption, the investor may receive an
amount lower than the one originally invested.

In case of collective investment undertakings distributed
cross-border, ANIMA is entitled to terminate the provisions set for
their marketing pursuant to Article 93 Bis of Directive 2009/65/EC.
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