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Beyond the Al trade: markets broaden as fundamentals meet uncertainty
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increasingly complex, with persistent inflation
pressures, higher bond yields and ongoing
geopolitical tensions — particularly in relation to the

Global equity markets
remained broadly resilient in
May, building on the strong
rebound seen in April, with
many major indices still near
record highs despite bouts of
volatility. At the same time, the

macro backdrop has grown
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1 Al infrastructure

Al infrastructure is shifting from
training to deployment and
inference, with a growing role for
CPUs, memory, and networking.
This is broadening demand
beyond GPUs, creating a more
diversified opportunity set across
semiconductors, data centre
equipment, and other enabling
technologies.

2 Value as diversifier

Value stocks are showing promise,
providing diversification in an
Al-driven market. After “Growth”
and mega-cap stocks have enjoyed
a period of dominance, a different
macro landscape - including greater
volatility and the spectre of “higher
for longer” —is driving a rotation

towards fundamentals.

Middle East and energy markets. Under the surface,
markets are showing signs of a gradual broadening;
while technology and Al-linked sectors continue

to dominate earnings growth, there is increasing
dispersion and a tentative rotation towards other
regions and sectors, including those more value-
oriented. Overall, the May environment could be
characterised as one of resilience under pressure:
fundamentals remain supportive, but elevated
valuations and macro uncertainties are leading to a

more selective and volatile market backdrop.

3 Strategic autonomy

In Europe and beyond, strategic
autonomy continues to grow in
importance. Growing government
spending on defence, energy, and
key infrastructure is supporting
increased corporate activity across a
range of sectors. And while defence
remains key, the drive for autonomy
is also being felt across areas such as
energy transition, digital and financial
infrastructure, and manufacturing.
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m Equity market data Market review - style lens
Market indices 3M 12M YTD 12M fw. PE « Resilient, higher quality stocks (“Quality”) have been
MSCI World 7.64% 2570%  10.12% 19.407 broadly resilient in May, supported by continued
MSCI EM 12.82% 55.07% 27.40% 11.907 investor preference for companies with strong
MSCl World SC 4.09% 31.56%  13.80% ) earnings and balance sheets amid ongoing macro and
MSCl World LC 8.63% 2691%  10.29% geopolitical uncertainty. That said, they have not been
B e o o clear market leaders, as the ongoing rotation beyond
defensive growth has limited relative outperformance.
MSCI World Value 2.75% 22.68% 9.68%
Stocks that have shown strong performance
recently (“Momentum”) remained reasonably well
S&P 500 10.58% 28.20%  11.16% 21.085 - . . .
supported, benefiting from persistent dispersion and
et ere) A0 ER (EESE 2R 20 the continuation of established market leadership
patterns, particularly around Al and earnings
MSCI Europe -0.01% 16.14% 4.79% 14.845 revisions. However, early signs of rotation and market
Dax 40 197% 4.99% 2.59% 14.118 broadening in Q2 mean they look less dominant than
CAC 40 -2.21% 6.10% 0.73% 14.093 earlier in the year.
SMI 3.82% 9.08% 0.29% 17.564 « Attractively valued stocks (“Value”) have continued
FTSE 100 3.77% 18.23% 4.45% 12583 to improve in May, extending the rotation seen earlier
in 2026 as investors become more price-sensitive
i and look beyond concentrated growth winners. The
Topix 0.66% 41.30%  15.12% 16.731 i ) o
broadening of the equity rally and sector rotation into
CSI300 3.93% 27.98% 6.15% 14.971 . o
cyclical areas have been key tailwinds for these stocks.
Nifty 50 -5.56% -499%  -10.13% 19.427

Source: Allianz Global Investors E&S team, 31. May 2026.

UHUD Chart of the month: Value outperformance in inflationary environments

Value outperformance

China demand boom (09/2007 - 07/2008)
Reagan’s boom (02/1987 — 11/1990)
Iranian revolution (02/1977 — 03/1980)
OPEC oil embargo (07/1972 - 12/1974)
End of Bretton Woods (02/1966 — 01/1970)
Korean war (08/1950 — 02/1951)

End of WW2 (03/1946 — 03/1947)

US enters WW2 (04/1941 - 05/1942)
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Source: AllianzGl, as of May 2026.

Value has historically shown a strong tendency to outperform  long-duration growth equities while supporting more cyclical,

during periods of inflation and reflation, when macro value-oriented segments. The chart illustrates this pattern
conditions favour tangible assets, pricing power and across multiple historical episodes, with outperformance in six
near-term cash flows. These environments are typically of the eight, underlining Value's role not just as a return driver,

characterised by rising interest rates, steeper yield curvesand  but as a strategic hedge in portfolios exposed to growth and
higher commodity prices — factors that tend to weigh on duration risk.
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Investing involves risk. The value of an investment and the income from it may fall as well as rise and investors might not get back the full
amount invested.

Past performance does not predict future returns. If the currency in which the past performance is displayed differs from the currency of the
country in which the investor resides, then the investor should be aware that due to the exchange rate fluctuations the performance shown may
be higher or lower if converted into the investor’s local currency.

This is for information only and not to be construed as a solicitation or an invitation to make an offer to buy or sell any securities. The views
and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at the time of
publication. The data used is derived from various sources and assumed to be accurate and reliable at the time of publication. but it has not
been independently verified; its accuracy or completeness is not guaranteed and no liability is assumed for any direct or consequential losses
arising from its use, unless caused by gross negligence or willful misconduct. The duplication, publication, extraction or transmission of the
contents, irrespective of the form, is not permitted, except for the case of explicit permission by Allianz Global Investors.

This material has not been reviewed by any regulatory authorities.

This document is being distributed by the following Allianz Global Investors companies: In Australia, this material is presented by Allianz Global
Investors Asia Pacific Limited (“AllianzGl AP”) and is intended for the use of investment consultants and other institutional/professional investors
only, and is not directed to the public or individual retail investors. AllianzGl AP is not licensed to provide financial services to retail clients in
Australia. AllianzGl AP is exempt from the requirement to hold an Australian Foreign Financial Service License under the Corporations Act 2001

(Cth) pursuant to ASIC Class Order (CO 03/1103) with respect to the provision of financial services to wholesale clients only. AllianzGl AP is licensed
and regulated by Hong Kong Securities and Futures Commission under Hong Kong laws, which differ from Australian laws; in the European Union,
by Allianz Global Investors GmbH, an investment company in Germany, authorized by the German Bundesanstalt fir Finanzdienstleistungsaufsicht
(BaFin) and is authorized and regulated in South Africa by the Financial Sector Conduct Authority; in the UK, by Allianz Global Investors (UK)

Ltd. company number 11516839, authorised and regulated by the Financial Conduct Authority (FCA); in Switzerland, by Allianz Global Investors
(Schweiz) AG, authorised by the Swiss financial markets regulator (FINMA); in HK, by Allianz Global Investors Asia Pacific Ltd., licensed by the Hong
Kong Securities and Futures Commission; in Singapore, by Allianz Global Investors Singapore Ltd., regulated by the Monetary Authority of Singapore
[Company Registration No. 199907169Z]; in Japan, by Allianz Global Investors Japan Co., Ltd., registered in Japan as a Financial Instruments
Business Operator [Registered No. The Director of Kanto Local Finance Bureau (Financial Instruments Business Operator), No. 424], Member of
Japan Investment Advisers Association, the Investment Trust Association, Japan and Type Il Financial Instruments Firms Association; In mainland
China, it is for Qualified Domestic Institutional Investors scheme pursuant to applicable rules and regulations and is for information purpose only; in
Taiwan, by Allianz Global Investors Taiwan Ltd., licensed by Financial Supervisory Commission in Taiwan; in Indonesia, by PT. Allianz Global Investors
Asset Management Indonesia licensed by Indonesia Financial Services Authority (OJK); and in the Abu Dhabi Global Market by Allianz Global
Investors Middle East Limited, which is authorised and regulated by the ADGM Financial Services Regulatory Authority.
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