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With a high bar set by the market, the second-quarter reporting season hasn’t been a smooth ride for the global tech sector. (UBS)

Tech earnings underline intact AI
fundamentals
02 August 2024, 5:11 pm CEST, written by UBS Editorial Team

The second-quarter earnings season for big tech companies came to an end overnight with mixed results.

Apple reported stabilizing iPhone trends, strong services growth, and solid free cash flow generation, while Amazon’s
projected profit missed analyst estimates. However, the revenue growth for Amazon’s cloud business accelerated to 19%
year over year in the second quarter. Nasdaq futures are down 1.6% at the time of writing after a 2.3% decline on
Thursday.

Our view: With a high bar set by the market, the second-quarter reporting season hasn’t been a smooth ride for the global
tech sector. However, fundamentals remain solid, and global tech is on track to report earnings growth of 24% year over
year for the quarter. We see a 43% year-over-year growth in big tech’s overall capex for 2024 after the cohort guided
for another USD 9bn increase, and there has been more anecdotal evidence that AI monetization is picking up. The latest
results and our recent supply-chain checks also indicate strong demand for AI chips in the coming year.

We maintain our positive view on the AI growth story, and think that the recent share price correction offers a good
opportunity to add exposure to leading AI beneficiaries in the semiconductor, software, and internet space at more
reasonable valuations. Investors can also consider structured strategies for more defensive exposure to navigate future
volatility ahead of potential export control renewals in October and the US election in November.

Main contributors - Solita Marcelli, Mark Haefele, Brian Rose, Shawn Awan, Christopher Swann, David Lefkowitz, Daisy
Tseng

Original report - Stocks fall on US growth fears, 2 August 2024.
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Important information
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and
Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage
services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different
laws and separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about
the products or services offered. For more information, please visit our website at www.ubs.com/workingwithus.
© UBS 2024. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The
two sources operate independently and may therefore have different recommendations. The various research content provided
does not take into account the unique investment objectives, financial situation or particular needs of any specific individual
investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG
and an affiliate of UBS International Inc.
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