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US Equity Market Analysis
Investor shift toward broader large caps as MAG 7 rose on valuations despite earnings degrowth

US Fund Flows (USD Mn)
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Mag 7 vs. Rest of US Large Cap Total Return Breakup Analysis - Mag 7 stocks outperformed
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110 marginal EPS decline of 8
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Source: Bloomberg, Aranca Research. Bloomberg Mag 7 Index NR and Bloomberg Large Cap Ex. Mag 7 Index NR
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US Equity Market Analysis
US equities diverged, with tech strength offset by cyclical weakness

US 1-Year (LTM) Sectoral Returns US 3Q25 Sectoral Returns
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Information Technology and Communication Services (Comm. Services) outperformed in 3Q25, supported by sustained artificial intelligence (Al)-
related spending and P/E expansion, while Consumer Staples (Cons. Staples) declined as rising costs and softer consumer demand compressed
margins.

Source: Bloomberg. S&P 500 Sector indices are used for sectoral returns
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US Equity Market Analysis
Dual Momentum Indicator positive on utilities and healthcare

S&P 500 3-months Dual Momentum Analysis (Earnings and Price Momentum)

Our 3-Month “Dual Momentum” analysis of S&P 500 companies gave interesting insights:

« Earnings vs. Price Divergence: In 3Q25, median earnings revisions across S&P 500 constituents turned marginally positive, while price
momentum (PM) remained robust, consistent with trends in previous quarters. This divergence indicates that the price performance is primarily
driven by liquidity and multiple expansion rather than by broad-based fundamental earnings upgrades.

* Top-Quartile Companies: Among the top 25% ranked by dual momentum, median PM was 14.0%, while median earnings momentum (EM) was
only 4.6%.

* High-Momentum Sectors: The Comm. Services sector, identified as one of the highest EM sectors in our Q1 momentum analysis, was among
the top-performing sectors in Q3.

» Sectors Performance: Among the top quartile S&P 500 companies ranked by Dual Momentum, median PM is 14.0% vs 4.6% median EM.
Although this difference has narrowed compared to the previous quarter (PM 18.8% vs. 2.2% EM), PM remains the dominant factor for S&P 500
performance.

+ Stock-Level Opportunities: Screening for high EM, low relative valuation, and high potential upside vs. consensus TP highlights Monolithic
Power Systems (MPWR) and Wynn Resorts (WYNN) are positively positioned to record PM going forward.

Source: Aranca Research
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US Equity Market Analysis
Utilities positioned for potential price catch-up, with supportive earning momentum

S&P 500 - Sector Median Price and Earnings Momentum Rank
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Notes: Earnings Momentum is median of 3-months change in the consensus EPS estimate of companies in each sector. Price Momentum is median of 3-months Source: Aranca Research

change in price return of companies in each sector. ** Excluding Financials and Real Estate
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US Equity Market Analysis
Hasbro Inc. (HAS) and GE HealthCare (GEHC) witnessed a significant earnings revision

.
1
. MU
100  Has : . APH ' NEM ¢
GEHC ® :
CcE ® © Mmas o ' o (MFgy == PTC &ev WsT APA APP
Yo y . P e : s DAL - EME KLAC --ANET
AKAM DDOG PODD ' Ly RL {i;IVDA GE, | y
@ pa Rl CRL BIIB _ INCY TEL STX
s 80 SWK ;gﬁ it ] FFIV DASH o APTV -
v G e © .pmD _ ULTA ' ML, GLw
@ © osT F o0 WS vs aue TMe g
o) RG RW
5 MMM o © MNST © PFE o PO VTRS 7 IDXX o
s Expp  MSFT CDNS X ol
A Ut e ONVR ... "-‘“’B----aa.:r---r'-" ......... m,----p{g ..............
b3 60 ZBH | GD egay FSLR
i ]
0 MSI DD AVGO
E : FASTO i_AT(:I' DELL TPR
E . BDX GM UAL
m 1
- : MLM  © ORLY UM A
. NOC
. CEG AMD
40 : > ORCL
: EXPE
; IQv  PSKY
[ ]
. ALB WBD
O 20 '
40 50 60 70 80 90 100
© o

Price Momentum Rank

Notes: Earnings Momentum is 3-months change in the consensus EPS estimate. Price Momentum is 3-months change in price returns. ** Excluding Financials and Real Estate Source: Aranca Research
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US Equity Market Analysis

META and GNRG are attractive from consensus upside and forward multiples perspectives

Top Quartile S&P 500 Companies by Low Price Momentum and High Earnings Momentum Rank -
Valuation Vs Consensus Potential Upside
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Notes: X Axis NTM P/Ex Rank (Current Vs 10 Yr Historical) — Ranking of individual Stock NTM P/Ex Vs, its 10 year historical
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above the current NTM PEx. This also means the valuation is elevated vs historical average
Y Axis % upside to Consensus TP — (CMP/Consensus TP -1) ** Excluding Financials and Real Estate

Source: Aranca Research
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US vs. Non-US Equities
US equities sustain incremental lead against global counterparts

US vs. Non-US Equity Performance
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US equities outperformed non-US markets in 3Q25, driven by strength in technology and communication services, while cyclical sectors and energy
lagged amid weaker commodity prices and elevated valuations. Non-US equities outperformed in Q1 and Q2, but the trend reversed in Q3.

NTM PE of Key Geographies NTM PE Comparison with Median
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US equity valuations moved higher in 3Q25, staying ahead of other US stock valuations moved up in 3Q25 and stayed the highest among
developed markets as big tech and comm gains lifted the overall market. = major developed markets, with S&P 500 slightly below its quarterly
median. A similar trend was observed across other developed markets
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Asset Class Performance
Growth stocks lead equities; Non-US equities outperform

Asset Class Performance — 3Q25 and 1-Year (LTM)
30% 27% m3Q25 m1-Year

25%
20% 18%
15%
15% 12% 119 11% o
0, (o]
10% 5o 8% 6% 6% 7% 7%
0% e il
Small Cap Mid Cap Large Cap Growth Value Treasuries IG HY Non-US

Equities outperformed fixed-income assets in 3Q25, driven by strong returns in growth stocks and small caps. US equities marginally outperformed
non-US equities, specially driven by Al-related tech stocks and resilient economic data despite global uncertainties.

Yield Analysis Spread Analysis
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Yields across Treasuries and corporate bonds remained broadly stable, In Q3 2025, IG spreads narrowed by 9 bps and HY spreads tightened by
with a slight easing in short-term rates. While high-yield (HY) spreads 22 bps, indicating sustained credit market strength and improving risk
narrowed modestly as investors selectively added risk, reflecting sentiment. Supportive macro conditions and contained volatility
cautious optimism toward lower-rated issuer. reinforced investor confidence across corporate segments.

Source: Bloomberg, Aranca Research. Small Cap: Russell 2000 NR; Mid Cap: Russell Mid Cap NR; Large Cap: S&P 500 NR; Growth: S&P 500 Growth NR; Value: S&P 500 Value
NR; Treasuries, IG and HY: Bloomberg US Aggregate Indices for Treasuries, Corporate and High Yield, TR Value Unhedged USD. ﬁ aranca



US Macroeconomic Performance

US economy outlook stays firm for 2025 despite initial headwinds

US Real GDP Growth
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US GDP grew by 3.8% in the 2Q25, marking a steady rebound after the contraction earlier in the year. Growth was supported by resilient consumer
spending and easing import drags, though business investment remained cautious amid persistent policy and trade uncertainties.”
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Inflation remained range bound in 3Q25 but hovered above the Fed’s 2%
target. Easing supply-chain and softer demand helped, but persistent
shelter and service-price pressures kept inflation from falling to target.
Source: Bloomberg, FOMC September 2025 Projections, LSEG Workspace
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US Fed in its September meeting lowered its target range by 25 bps from
4.25 %—4.50 % to 4.00 %—4.25 % and signaled two further cuts of about
50 bps by year-end.
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US Macroeconomic Performance
US PMI mildly improved; jobs market stayed resilient amid signs of gradual cooling

Composite PMI
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In 3Q25, PMI stayed in expansionary territory, with services being steady and manufacturing showing mild improvement. New orders picked up
slightly, though sentiment remained cautious amid cost pressures.

US Unemployment US Non-Farm Payrolls (in ‘000s)
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In 3Q25, the US unemployment rate rose to 4.3%, signaling a gradual In 3Q25, hiring momentum slowed sharply, with job gains easing to just
softening in labor market conditions, although factory jobs softened and 22,000 in August after steady growth earlier in the year.

services hiring remained steady.

Source: Bloomberg, LSEG Workspace
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US Macroeconomic Performance
Modest retail growth; consumer confidence and housing prices ease

US Retail Sales Growth US Conference Board Consumer Confidence
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In 3Q25, retail sales showed modest improvement, supported by resilient demand for essential goods. However, consumer confidence weakened,
reflecting caution amid inflationary pressures and tariff-related uncertainty, indicating the spending was driven more by necessity than optimism.

US Housing Starts (in ‘000s) US House Prices YoY Change
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In 3Q25, the US housing market lost some momentum after mid-year
gain. This indicates builder sentiment remained cautious,
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affordability constraints and limited demand recovery.

Source: Bloomberg, LSEG Workspace
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House price growth slowed further as elevated long-term yields kept
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reflecting mortgage rates high despite Fed rate cuts, weighing on affordability and

buyer sentiment.
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Global clients Strong, professional team across
multi-disciplinary domains

ABOUT ARANCA

G\ Growth Advisory & Procurement
CXOs in Strategy, SBUs, Sales, Marketing, CI/MI, Innovation

n Technology | IP Research & Advisory

R&D, Tech Scouting, Open Innovation, IP Teams, Product Development

Sectors and sub-sectors Countries where we have
researched by our analysis delivered projects

Valuation & Financial Advisory

CFOs in Start-ups, PE/VC Firms, Corporate M&A Teams, Mid-market
Companies

Investment Research & Analytics
Brokerage, Hedge Funds, IRPs, I-Banks, AMCs, Investor Relations
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Decide Fearlessly

From startups to the Fortune 500, private equity and global financial firms, Aranca is the
trusted research and advisory partner for over 2500 companies

This material is exclusive property of Aranca. No part of this presentation may be used,
aral |Ca shared, modified and/or disseminated without permission.

All rights reserved.
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https://www.aranca.com/
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