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Incoming data and guidance from firms suggest that earnings growth should start to become more uniform throughout the market in the coming
quarters. (UBS)

Is the broadening rally just
starting?
06 June 2024, 3:40 pm CEST, written by UBS Editorial Team

As the soft-landing scenario unfolds, we believe risk appetite is likely to improve for equities beyond the
Magnificent-7. This potentially will be fueled by a more constructive earnings growth outlook across sectors.

The S&P 500 posted a 26% total return in 2023, yet the performance was largely concentrated in a select few companies.
Our analyses suggest that about 60% of last year’s gains were due to the incredible performance of the Magnificent-7,
for which total returns were a massive 107%.

At this point, elevated valuations from mega-cap companies, coupled with an improving earnings growth picture from ex.
Mag-7 firms, suggests to CIO that the equity rally is likely to broaden in 2024. In fact, this is already somewhat noticeable.

As a reference, of the 11 main equity sectors in the S&P 500, 10 are up year to date, with eight of them at least 6.5%
higher, narrowing the gap behind the overall market rally of 12%. This provides evidence that the S&P 500’s performance
is becoming more balanced.

We believe this broadening market rally is likely to continue to unfold, and may even become more pronounced as the Fed
looks to cut rates later this year. Hence, as risk appetite spreads across equities in the coming months, we see numerous
opportunities, including in small-cap US companies, European best-in-class companies, Chinese equities within emerging
markets, and long-term disruption beneficiaries.

Please see our message in focus: Opportunities in a broadening rally
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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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