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Investment summary 

This time last year, in our European Equity Strategy 2018 Outlook report, we presented a bearish 

view for equity markets in 2018. Since then, the MSCI World has lost 9% from its January high, 

and, while we have identified a handful of factors that could provide some relief to equities in 

1H19, longer term, the bear is still here. In our view, the challenge will be to balance the risks of 

a prolonged economic cycle (resulting from continued central bank liquidity injections) against 

the opportunities offered by solid companies and undervalued (sometimes oversold) segments. 

2019: another challenging year for global equities.
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Eurozone equities: limited upside potential in 1H19
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Our preferred index in Europe is the CAC 40; and our least preferred, the FTSE MIB.ï � � Ð � 
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SG global equity indices outlook (2) 

Quarterly and yearly index trends 

Index  *1Q19e 2Q19e 3Q19e 4Q19e 
End-

2019e 
End-

2020e 
End-

2021e 
End-

2022e 1 2 3 4 5 5 5 ~ R 6 ~ R ; ~ R 8 ~ R D D ~ 5 ~ D < ~ D D ~1 = > ? ? 8 5 5 D ~ D ~ R : ~ R D 6 ~ R D 8 ~ R < ~ D ; ~ D 6 ~@ A B C 1 = > ? ? 4 5 D ~ < ~ R 8 ~ R D 5 ~ R D D ~ R 6 ~ D 8 ~ 9 ~F = 1 @ D 5 5 5 ~ < ~ R E ~ R 9 ~ R D ; ~ R < ~ D ; ~ 9 ~G H G ; 5 6 ~ 6 ~ R ; ~ R D 5 ~ R D 5 ~ R 6 ~ D ; ~ D 5 ~I H ? < 5 6 ~ 6 ~ R ; ~ R D D ~ R D D ~ R 6 ~ D 6 ~ 9 ~F = 1 @ J K L R 6 ~ R < ~ R < ~ R 9 ~ R D 4 ~ R < ~ D 8 ~ D D ~K L @ ? < 4 5 ~ 5 ~ R < ~ R E ~ R D D ~ R < ~ D 4 ~ D D ~1 J K 6 ~ 6 ~ R ; ~ R 9 ~ R 9 ~ 5 ~ D 5 ~ E ~J 1 G K H M N O P Q R S O T O � 6 ~ 4 ~ R : ~ R : ~ R : ~ D 5 ~ 4 ~ 9 ~U K V V @ K 6 6 4 4 ~ ; ~ R 6 ~ R 9 ~ R 6 ~ D 6 ~ E ~ D 6 ~= > 3 K ? 4 ~ ; ~ R 6 ~ R 9 ~ R 6 ~ D 6 ~ E ~ D 6 ~W 1 G @ K < ~ 8 ~ R < ~ R : ~ R < ~ : ~ 4 ~ : ~J 1 G K G W K U H < ~ 4 ~ R < ~ R 9 ~ R < ~ E ~ 4 ~ : ~V > 1 3 K 6 5 5 R D ~ 5 ~ R ; ~ R ; ~ R E ~ ; ~ ; ~ : ~U K F = X 4 5 ; ~ 5 ~ 6 ~ R 6 ~ ; ~ 9 ~ : ~ D ; ~
Source: SG Cross Asset Research/Equity Strategy. *1Q19e: difference between current level and end-1Q19e target  

Changes in indices from current levels 

Index  *1Q19e 2Q19e 3Q19e 4Q19e 
End-

2019e 

End-

2020e 

End-

2021e 

End-

2022e 1 2 3 4 5 5 5 ~ R D ~ R 4 ~ R D D ~ R D D ~ R D D ~ 5 ~ D 6 ~1 = > ? ? 8 5 5 D ~ < ~ R ; ~ R D 8 ~ R D 8 ~ R D E ~ R : ~ ; ~@ A B C 1 = > ? ? 4 5 D ~ ; ~ R 6 ~ R D D ~ R D D ~ R D < ~ D ~ D D ~F = 1 @ D 5 5 5 ~ < ~ R 8 ~ R D ; ~ R D ; ~ R D : ~ R 8 ~ < ~G H G ; 5 6 ~ ; ~ 5 ~ R D 5 ~ R D 5 ~ R D 6 ~ 5 ~ D 5 ~I H ? < 5 6 ~ ; ~ 5 ~ R D D ~ R D D ~ R D < ~ R 6 ~ : ~F = 1 @ J K L R 6 ~ R ; ~ R : ~ R D 4 ~ R D 4 ~ R D E ~ R ; ~ 8 ~K L @ ? < 4 5 ~ 5 ~ R < ~ R D D ~ R D D ~ R D < ~ 5 ~ D D ~1 J K 6 ~ ; ~ 5 ~ R 9 ~ R 9 ~ R 9 ~ 5 ~ E ~J 1 G K H M N O P Q R S O T O � 6 ~ : ~ 5 ~ R : ~ R : ~ 6 ~ : ~ D : ~U K V V @ K 6 6 4 4 ~ D 5 ~ E ~ R 6 ~ R 6 ~ D 5 ~ D 9 ~ < < ~= > 3 K ? 4 ~ 9 ~ : ~ R 6 ~ R 6 ~ 9 ~ D E ~ < < ~W 1 G @ K < ~ E ~ 4 ~ R < ~ R < ~ ; ~ D 5 ~ D E ~J 1 G K G W K U H < ~ 9 ~ 8 ~ R < ~ R < ~ 4 ~ D 5 ~ D E ~V > 1 3 K 6 5 5 R D ~ R D ~ R 4 ~ R E ~ R E ~ R 4 ~ R D ~ 8 ~U K F = X 4 5 ; ~ ; ~ 8 ~ ; ~ ; ~ D < ~ 6 D ~ < E ~
Source: SG Cross Asset Research/Equity Strategy. *1Q19e: difference between current level and end-1Q19e target  
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Our key calls on MSCI sectors 

 Most preferred Neutral Least preferred 

Financials � \ ] j f c \ n ` Y ^ � ` f ] ^ e ^ ` _ � ^ \ c \ n ^ c d ] � � � ]
(�)

 � c \ { ]
Basic Industries  

m b ` ` d u � ` b c d ] � � ^ \ ^ \ g � p ` v ^ n c d ]
 

� Z \ ] b f j n b ^ Z \ � c b ` f ^ c d ]
(�)

 � c a ` f u � c n { c g ^ \ g
Healthcare � p c f v c n ` j b ^ n c d ] w ` c d b p n c f ` � i j ^ a v ` \ b
Oil & Gas � \ b ` g f c b ` _ � ^ d n Z v a c \ ^ ` ] � ^ d m ` f � ^ n ` ]
Consumer Staples  

w Z j ] ` p Z d _ � � ` f ] Z \ c d � c f `
(�)

� Z Z _ � ` � ` f c g ` ]
 

z Z h c n n Z
 

� Z Z _ � m b c a d ` ] � ` b c ^ d ^ \ g
(�)

Information Technology  
m ` v ^ n Z \ _ j n b Z f ] m Z e b [ c f ` � � z m ` f � ^ n ` ]

(�)
z ` n p \ Z d Z g o w c f _ [ c f ` � � i j ^ a k

(�)

Industry 
| ` f Z ] a c n ` � Y ` e ` \ n ` � Z \ ] b f j n b ^ Z \ � c a ^ b c d � Z Z _ ]

 
z f c \ ] a Z f b c b ^ Z \ � � b p ` f m ` f � ^ n ` ]

Real Estate 
� ` c d � ] b c b `

Utilities 
l b ^ d ^ b ^ ` ]

Consumer Discretionary 
| j b Z v Z h ^ d ` ] � � Z v a Z \ ` \ b ] � ` _ ^ c w Z b ` d ] u � ` ] b c j f c \ b ] � x ` ^ ] j f `

 
� ` b c ^ d ^ \ g � ] a ` n ^ c d ^ ] ` _ �

 
Y j f c h d ` ] u | a a c f ` d � x j � j f o

(�)

Telecoms 
z ` d ` n Z v ]

Note: Only sector recommendation changes are highlighted; not weight changes which do not trigger a recommendation change. Source: SG Cross Asset Research/Equity Strategy 

Our key calls on STOXX sectors 

Top 5 longs  Top 5 shorts  � \ ] j f c \ n ` m � � � z ` d ` n Z v v j \ ^ n c b ^ Z \ ] m � � �� c ] ^ n � ` ] Z j f n ` ] m � � � � ` c d � ] b c b ` m � � � �w ` c d b p n c f ` m � Y � l b ^ d ^ b ^ ` ] m � � �� c \ { ] m � � � � Z Z _ � � ` � ` f c g ` m � � �� ^ d � � c ] m � � � � ` b c ^ d m � � �
Source: SG Cross Asset Research/Equity Strategy 

What’s new in our sector allocation 
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Our current largest positions 

Ø Overweights:
ñ � � � � Ö � � � Ð â � � � � � Ú å Ô Ñ � Ð � Ö í � Ò Ù Ð � � � � Ð â � � é � � Ú å Ô ß � � � � Ï Ö � � � â � � é � � Ú å

Ø Underweights:
ï � � � Ö 
  Ð â ä � é � � Ú å Ô î 
 � Ð Ù  � � ð � Ð Ö � � � � 
 � � � � â ä � é � � Ú åz Z a b p f ` ` � � ` f [ ` ^ g p b ]� � r r h a Z � ` f h ` \ n p v c f { kz Z a b [ Z l \ _ ` f [ ` ^ g p b ]� � r r h a j \ _ ` f h ` \ n p v c f { k
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European equity sector allocation

 MSCI SG  Weighting Comments 

Oil & Gas 8.3% 9.3%  Overweight Prefer IOCs on profitability K � � P � B O � P � > N � G C � T O � N P M � E � � � E � � > � P B   P N � ¡ � = 8 1 6 : ; . 2 . 6 A 0 - 9 0 0 3 - . 6 : / 0 A 8 7 0 / 5 6 G D / 8 B 5 3 . ; 5 2 5 3 @ E = 8 2 5 : : 5 7 5 : 0 6 : -> N � 1 P B � N ¢ P M � E � � � E � � U P A � B O � £ 8 8 / D / 8 B 5 3 . ; 5 2 5 3 @ - 3 5 2 2 4 . 6 : ? 8 / 0 G 0 . / 0 : 3 9 . 6 F ¤ ¥ - 3 8 8 5 2 D / 5 A 0 7 8 2 . 3 5 2 5 3 @
Basic Industries 7.7% 9.2%  Overweight A mixed bag – Steel, Metals & Mining a clear favourite  G ¡ P � N ¢ O � M � E � � � E � � U P A � B O � ¦ . 3 0 § A @ A 2 0 ; 1 3 0 ¨ D 0 6 - 5 7 0G C � M � B A ¢ � N C � J O � P B N O � M � E } � � E } �

ê
U P A � B O � © . 2 2 5 6 G 0 . / 6 5 6 G - 4 2 8 < A / 0 : 5 3 / . 3 5 6 G - 4 ; 1 3 / 0 2 . 3 5 7 0 £ ª « . 3 � � § @ 0 . / 2 8 < E1 � P P � 7 J P � O � M 2 J N � N � � � E } � Ü E � � > � P B   P N � ¡ � = 9 8 1 2 : A 8 6 3 5 6 1 0 3 8 / 0 A 8 7 0 / B / 8 ? 8 7 0 / - 8 2 : 2 0 7 0 2 - E ¬ 5 - 5 6 G ¬ 8 « E ¥ 9 0 . D3 O T P B 7 3 O ¢  O � N � � � E � � � E � � U P A � B O � §

Industry 12.7% 11.7%  Underweight Outside Aerospace & Defence, an unattractive group H P B C M T O ¢ P 2 I P ® P � ¢ P � E � � � E } � > � P B   P N � ¡ � « ¨ D 0 6 - 5 7 0 4 ; 1 3 6 8 < 2 . 3 0 A @ A 2 5 A . 2 4 < 5 3 9 G 8 8 : 0 . / 6 5 6 G - . 6 : A . - 9G C � M � B A ¢ � N C � � E } � � E } � U P A � B O � ¯ � � � � � ' � � ) " ° ) � � � ) ' � � ± ' % � � " + ² ³ ' � � ) ´ � � µ ¶ · ° � ¸ ) � � " � * � � � µ ¶ ¹ ºG O T N � O � » C C � M � E Ü � Ü E � � ¼ � � P B   P N � ¡ � , / . / 0 A . - 0 8 B . 6 0 ¨ D 0 6 - 5 7 0 A @ A 2 5 A . 2 - 0 A 3 8 /= B O � M T C B � O � N C � 2 > � ¡ P B 1 P B � N ¢ P M � E Ü � � E Ü � ¼ � � P B   P N � ¡ � « . / 6 5 6 G - B . 2 2 5 6 G ; 1 3 - 3 5 2 2 9 5 G 9 4 < 5 3 9 ½ / 0 ¨ 5 3 2 8 8 ? 5 6 G 8 6 3 8 D
Consumer Discretionary 10.0% 8.5%  Underweight Switching from long-held overweight to underweight H A � C � C ¾ N � P M 2 G C � T C � P � � M � E � � � E � � > � P B   P N � ¡ � ¿ 8 / / 5 0 - . ; 8 1 6 : 4 ; 1 3 7 . 2 1 . 3 5 8 6 - . / 0 0 ¨ 3 / 0 ? 0 2 @ 2 8 < À + E � ¨ £ ª « ÁI A B O ¾ � P M 7 H T T O B P � 2 Â A Q A B Ã � E + � � E � �

ê
¼ � � P B   P N � ¡ � Ä 5 G 9 2 @ A @ A 2 5 A . 2 < 5 3 9 . B . : 5 6 G ? 8 ? 0 6 3 1 ? 8 6 . / 0 A 8 / : § 9 5 G 9 £ ª ½ ÅW C � P � M 7 Æ P M � O A B O � � M 2 Â P N M A B P � E � � � E � � ¼ � � P B   P N � ¡ � Ä 0 . 7 @ 0 ¨ D 8 - 1 / 0 3 8 3 9 0 Ç È . 6 : : 5 - / 1 D 3 5 7 0 D 2 . @ 0 / - E « ¨ D 0 6 - 5 7 0 8 6 3 8 D 8 B 3 9 . 3J P � N O � E � � � E � � U P A � B O � � � � � � � É ² � ' � � ) � � ´ $ % � ! � É � � � � � � � � � � % � " � � ' % � � +Æ P � O N � N � � Ê M T P ¢ N O � N M P � Ë � E � � � E Ü � ¼ � � P B   P N � ¡ � ¤ 6 2 5 6 0 / 0 3 . 5 2 A 8 ? D 0 3 5 3 5 8 6 . 6 : - 3 / 8 6 G Ç È 0 ¨ D 8 - 1 / 0 E £ 8 8 / « £ = ? 8 ? 0 6 3 1 ?

Consumer Staples 14.0% 14.0%  Neutral Long HPC/Short Beverages F C C � 2 1 � O T � P M Æ P � O N � N � � � E � � � E � �
é

U P A � B O � Ä . - D / 8 ; . ; 2 @ / 0 . A 9 0 : . 6 0 . / 6 5 6 G - B 2 8 8 / E � 0 1 3 / . 2 8 6 8 1 / - A 8 / 0 A . / :L P � P B O � P M � E � � � E � � ¼ � � P B   P N � ¡ � Ä 5 G 9 2 @ G 0 . / 0 : 4 0 . / 6 5 6 G - : 0 A 2 5 6 0 . A A 0 2 0 / . 3 5 6 G E « ¨ D 0 6 - 5 7 0 3 8 8F C C � Ü E � � Ü E � � U P A � B O � > 8 8 : 0 . / 6 5 6 G - D / 8 B 5 2 0 4 ; 1 3 7 0 / @ 0 ¨ D 0 6 - 5 7 0 8 6 � � E � ¨ 0 . / 6 5 6 G -= C ¾ O ¢ ¢ C � E Ü � � E Ü � U P A � B O � £ 8 3 0 6 3 5 . 2 / 0 G 1 2 . 3 8 / @ 3 / 8 1 ; 2 0 4 ; 1 3 . 3 3 / . A 3 5 7 0 2 @ 7 . 2 1 0 :W C A M P ¡ C � � 2 3 P B M C � O � G O B P � E � � Ü E � �
é

> � P B   P N � ¡ � Å 0 / @ / 0 - 5 2 5 0 6 3 0 . / 6 5 6 G - 5 6 : 8 < 6 3 1 / 6 - 4 . 6 : . 3 3 / . A 3 5 7 0 7 . 2 1 . 3 5 8 6 -
Health Care 14.0% 15.5%  Overweight Our favourite defensive sector 3 ¡ O B � O 7 L N C � P ¢ ¡ 2 1 P B � N ¢ P M � � E � � � Ü E Ü � > � P B   P N � ¡ � = 3 / 8 6 G ; . 2 . 6 A 0 - 9 0 0 3 - 4 : 0 B 0 6 - 5 7 0 Ì 1 . 2 5 3 5 0 - 4 . 3 3 / . A 3 5 7 0 7 . 2 1 . 3 5 8 6 -W P O � � ¡ G O B P @ Í A N T Î 2 1 P B � N ¢ P M � E � � � E � � ¼ � � P B   P N � ¡ � « ¨ D 0 6 - 5 7 0 8 6 � � ¨ B . 2 2 5 6 G 0 . / 6 5 6 G -
Financials 19.1% 22.1%  Overweight Insurance is our clear favourite in Financials L O �  M � � E � � � � E � � > � P B   P N � ¡ � ¬ . 6 H � 6 : 8 6 8 1 / - A 8 / 0 A . / : 4 ; 1 3 6 0 0 : « ¥ ½ 9 5 H 0 8 / ; 0 3 3 0 / D 8 2 5 3 5 A . 2 ; . A H : / 8 DI N � Î F N � O � ¢ N O � M 2 K � � P M � Î L O �  M � E � � � E � �

ê
U P A � B O � Å 8 2 . 3 5 2 0 0 . / 6 5 6 G - 5 6 . - 2 8 < : 8 < 6 E � 8 3 D . / 3 5 A 1 2 . / 2 @ A 9 0 . DK � M A B O � ¢ P � E � � } E � � > � P B   P N � ¡ � = 1 D 0 / ; 0 . / 6 5 6 G - ? 8 ? 0 6 3 1 ? 4 . 6 : : 0 0 D 7 . 2 1 0 8 6 � E � ¨ £ ª «

Real Estate 1.4% 0.4%  Underweight At risk from rising bond yields and Brexit 

Information Technology 5.3% 5.3%  Neutral Long Semiconductors / Short Technology hardware 1 C ® �   O B P 2 K = 1 P B � N ¢ P M � E � � � E � �
ê

U P A � B O � = 1 D D 8 / 3 5 6 G ¥ ¬ Ï 4 A 2 8 1 : . 6 : A @ ; 0 / - 0 A 1 / 5 3 @ 4 ; 1 3 8 6 � � ¨ £ ª «= P ¢ ¡ � C � C � Ã W O B �   O B P 2 @ Í T � Î � E � � � E Ü �
ê

¼ � � P B   P N � ¡ � Ð . H 0 D / 8 B 5 3 8 6 3 9 0 Ñ Ð Ò ; 0 - 3 D 0 / B 8 / ? 0 / À Ó � � � 7 - ? . / H 0 3 Á1 P � N R ¢ C � � A ¢ � C B M � E � � � E � � > � P B   P N � ¡ � Ð / . : 0 3 0 6 - 5 8 6 - 9 . 7 0 D 1 - 9 0 : 7 . 2 1 . 3 5 8 6 - 7 0 / @ 2 8 < 4 : 0 - D 5 3 0 - 3 / 8 6 G « £ =
Telecom Services 3.6% 1.1%  Underweight Earnings continue to fall, putting dividends at risk 

Utilities 3.9% 2.9%  Underweight The decade long underperformance should slowly come to an end 

Source: SG Cross Asset Research/Equity Strategy 

 



 � � � � � � � � � � � � �

� � � � � 8 7 0 ? ; 0 / � � � �

SG European Premium List � � ´ " µ � � ( � % ( Ô � " � � " ! � � � * � ! Õ � � ( � ' � � � " � � � � ' � Õ � % � Ö × Ø � Ù % � � ± � � � � ± " � " + Ú � " ' � & � � " � " " ' � � � " � ' � � & � � ¸ ) � � � � � � ) ) � � � � � � � � 6 . ; - 8 2 1 3 0 3 0 / ? - EÐ 9 0 - 3 / . 3 0 G @ 3 0 . ? 0 6 - 1 / 0 - A 8 6 - 5 - 3 0 6 A @ < 5 3 9 5 6 3 9 0 2 5 - 3 . 6 : . ; . 2 . 6 A 0 ; 0 3 < 0 0 6 3 9 0 ? 0 - 4 - 0 A 3 8 / - . 6 : A 8 1 6 3 / 5 0 - EÛ Ü
 

Integrated Oil Companies 
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Chemicals 

 õ ö ß Þ ÷ ø ö å â ù ù ú ÷
Steel, Metals & Mining û ü ý þ ÿ � � � � � � � � � � � þ � ÿ � � ý 	 
 ý � �  � þ � � � þ � � � ÿ � �� þ � � ÿ � � � � � � 	 � � � � ý þ � � � � � ý � � � � � � � 	 þ � ÿ � � � � � û ü� � � ý � � � � � þ � � � 	 � � � ÿ � � � ÿ � � � � þ ý 	 � � � � � � ý � �� � � � � ÿ � � � ÿ � � ý 	 � � � � � � � ý � �  ! � ý � � þ ý " 	 � �þ � � � � # � � þ � � � ý 	 � � � $ � � ý � � % � � � � ÿ � � � � � � � ý � �  !� � � ý � � � � � � � � ÿ � � � � ÿ � ý � ý 	 � � � � � � � � & � � � � � ÿ � � ý � � �' � ý þ þ � � � ÿ � � þ ÿ � � � ÿ 	 � ý � � 	 � � ý 	 � �  ý � þ � � � � � � � �� � ÿ � � � � ý ÿ 	 � � ÿ � � � ÿ � � ( � � � � ý 	 � � � ) # � � ! ý � � � � � � �� � ÿ � � ÿ ý � & � � þ � � � � 	 � � � ÿ � � � ! � 	 � � � � � � � � ý � � � �� ÿ � � � � 	 ý � � � ÿ � � � � ý ÿ 	 � ÿ þ � þ � 	 � * � ( � ý � � � � � � þ �� � � � ý 	 þ � � � 	 � � � � � � � � ÿ � � � � ý ÿ 	 � 	 � � � � � � � � ÿ ý �� � ý � � � ÿ � + � � & � � �  , �  � � � � � � � � � � � � � � � þ � � � � �� � � � � � þ � � � ÿ � ÿ � + � * # � - � 	 � � � � � � � � # � � "  � � �+ � � & � � � � � � � û � � 	 � � � ý � � ! ý � � � � ÿ � � � � � � � � � � � � �� � � � . � ü � � � � � � þ � � � ÿ � � ÿ � + ) � % � 	 / 0
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2019: a year of risk for US equities 
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A decade of Fed funds below US core inflation  When the Fed hikes, US equities derate 

Sources: Datastream, Bloomberg, Fed, SG Cross Asset Research/Equity Strategy  Source: IBES, Datastream, SG Cross Asset Research/Equity Strategy 
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US recession in early/mid-2020 ¤ ¥ ¦ ® ¯ ¦ ³ ¬ ´ ¬ ° ¿ ª ¬ ¬ È ¨ ¨ ¦ « « ¬ ¦ ´ ¾ ¬ ¿ ± « ¨ ª µ ¨ « ª ¦ · ¬  ¦ Ê ¸ µ ´ ¨ ± ¬ ´ ± ´ Ñ Ò Ó Ô Á ° µ È ± ´ · « ¥ ± ¨ ³ ¿ ³ ª ¦ « ¥ ¦ª ¬ ´ · ¦ ¨ « ± ´ ¥ ± ¨ « ¬ § ¿ » ± ´ Ð © ´ ¦ Ñ Ò Ó Ô Ã Ä ¤ ¥ ¦  ± ¨ ³ µ ª ¨ « ± ° © ª © ¨ ¥ µ ¨ ¸ ¬ ¨ « ¸ ¬ ´ ¦ ² « ¥ ¦ ² µ « ¦ ¬  « ¥ ¦ ´ ¦ Ê « ® ¯§ ¦ ³ ¦ ¨ ¨ ± ¬ ´ Á º ¥ ± ³ ¥ ± ¨ ¦ Ê ¸ ¦ ³ « ¦ ² ´ ¬ º ± ´ ¦ µ § ª ¿ ? ° ± ² Ë Ñ Ò Ñ Ò ± ´ ¬ © § ¨ ³ ¦ ´ µ § ± ¬ Ä Å ¨ µ ³ ¬ ´ ¨ ¦ É © ¦ ´ ³ ¦ Á ° µ § È ¦ « ¨¨ ¥ ¬ © ª ² ¸ § ± ³ ¦ ± ´ « ¥ ¦ § ¦ ³ ¦ ¨ ¨ ± ¬ ´ µ  ¦ º ° ¬ ´ « ¥ ¨ µ ¥ ¦ µ ² ¬  « ± ° ¦ Ä ¤ ¥ ± ¨ ¨ © · · ¦ ¨ « ¨ « ¥ µ « ³ ¿ ³ ª ± ³ µ ª ³ ¬ ´ ³ ¦ § ´ ¨³ ¬ © ª ² Â ¦ µ ° µ ¾ ¬ § ° µ § È ¦ « ² § ± ¶ ¦ § ± ´ « ¥ ¦ Ñ ¼ Ó Ô Á º ¥ ¦ ´ @ À A · § ¬ º « ¥ ± ¨ µ ª § ¦ µ ² ¿ ¦ Ê ¸ ¦ ³ « ¦ ² « ¬ ² ¦ ³ ¦ ª ¦ § µ « ¦» Ó Ä B Ï ± ´ Î C Ó Ô µ ´ ² Ó Ä Ó Ï ± ´ D C Ó Ô Ã Ä ¤ ¥ ¦ ¾ © ° ¸ ± ´ ¸ § ¬ ² © ³ « ± ¶ ± « ¿ ± ´ ° ± ² Ë Ñ Ò Ó E ³ ¬ ´ « µ ± ´ ¦ ² © ´ ± « ª µ Â ¬ © §³ ¬ ¨ « ¨ µ ´ ² § µ ± ¨ ¦ ² ° µ § · ± ´ ¨ Á Â © « ª ¬ ¬ È ± ´ ·  ¬ § º µ § ² Á « ± · ¥ « ª µ Â ¬ © § Á § ± ¨ ± ´ · º µ · ¦ ³ ¬ ¨ « ¨ µ ´ ² « ¥ ¦ ² ±   ± ³ © ª « ¿¬  ¸ µ ¨ ¨ ± ´ · ¬ ´ « ¥ ¦ ¨ ¦ ³ ¬ ¨ « ¨ « ¬ ³ ¬ ´ ¨ © ° ¦ § ¨ ¨ ¥ ¬ © ª ² ´ µ § § ¬ º ° µ § · ± ´ ¨ µ ´ ² § ¦ ² © ³ ¦ ± ´ ³ ¦ ´ « ± ¶ ¦ ¨  ¬ §± ´ ¶ ¦ ¨ « ° ¦ ´ « µ ´ ² ¥ ± § ± ´ · Ä
Toppish US EBIT margin (S&P 500 excluding financials)  US profit margin through a cycle 

Based on historical constituents excluding financials. 

Source: Worldscope, Datastream, SG Cross Asset Research/Equity Strategy 

 Source: SG Cross Asset Research/Economics 
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US small caps: valuation still high …  …and leverage very high  

MSCI US size indices, Source: MSCI SG Cross Asset Research/Equity Strategy  MSCI US size indices, based on historical components excluding financials, Source: MSCI, SG 

Cross Asset Research/Equity Quant & Strategy 
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SGe S&P 500 forecasts 

 Variable End-2018e End-2019e End-2020e End-2021e 1 » P 3 B C ® N � � O B � N � Ñ D 6 Î 5 ~ D D Î 4 ~ D 5 Î 5 ~ D 5 Î : ~1 » P 1 O � P M � B C   � ¡ Ê Ã C Ã Ë E Î : ~ ; Î 5 ~ R 4 Î 5 ~ < Î 5 ~1 » P 1 O � P M D 7 < < 9 D 7 < 9 < D 7 < 6 < D 7 < 8 <1 » P @ 3 1 Ñ D 8 D D 8 5 D < 6 D ; 81 » P @ 3 1 � B C   � ¡ Ê Ã C Ã Ë Ñ 6 ; ~ R D ~ R D : ~ D D ~1 » P K L @ 1 Ñ Ñ @ 3 1 � B C   � ¡ Ê Ã C Ã Ë Ñ 6 ; ~ 9 ~ D 5 ~ D 4 ~1 » P K L @ 1 Ñ Ñ D 6 � F   � 3 Ò @ D 4 Î 4 D ; Î 5 D 4 Î 4 D 8 Î 4
SGe S&P 500 2,715 2,440 2,365 2,663 
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Sales growth (yoy)  Profit margin * 

12-month trailing sales, Source: IBES, Datastream, SG Cross Asset 

Research/Equity Strategy 

 * Profit margin based on IBES data (excluding companies with negative 

EPS), Source: IBES, SG Cross Asset Research/Equity Strategy 

EPS growth (yoy) *  12-month forward P/E 

12-month trailing EPS growth (excluding companies with negative 

EPS), Source: IBES, SG Cross Asset Research/Equity Strategy 

 Source: IBES, Datastream, SG Cross Asset Research/Equity Strategy 
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Keep your shorts on US tech 

Increase focus on the medium-term outlook for asset allocation investing: US tech as an 

indirect victim.
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Earnings momentum of US tech clouded by economic and regulatory worries 
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Capex has not been rewarding in share performance terms 

Source: Datastream, SG Cross Asset Research/US Equity Strategy 

9 : ;< = >>= >? >
9 @ A< = B< = >< C< ? :C= >= B

D D D E D F D G D H D I D J D K
L M N O P O Q R S T S U O V W S Q M X Y U V Z U U O [ \V U ] ^ M O _ \ ` a b c c d e f g h i j k

[ \ V U ] ^ l U N R W R \ ` a b c c N U m M V P l UX U N n T N S M O ] U d o p q r h i j k
ss

 

 

Sophie Huynh t u u v w x y x y x u x z{ | } ~ � � � ~ � � � ~ � { � � � � � � | �



 À Á Â Ã Ä Å Æ Ä Ç È É Ê Â

� � � � � � � � �   � ¡ � ¢ � £

Eurozone equities limited by negative earnings 

momentum 
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SGe: no GDP growth acceleration in the pipeline  ECB largely behind the curve according to the Taylor rule 

Source:  SG Cross Asset Research / Economics  Post-crisis Taylor rule estimated policy rate. Source: Datastream, ECB, SG Cross Asset 

Research/Economics 
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Earnings downgrades: same pattern every year for the past ten years – 2017 was an exception 

Note: Grey line is the evolution each year of the consensus EPS growth estimate for that year. Red line is what that estimate was 12 months earlier, 

for that same year. Index = MSCI EMU. Source: Datastream, MSCI, SG Cross Asset Research/Equity Research 
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Note: monthly average (resp. median) of 

current year’s consensus EPS growth 

estimate, since 2008, for MSCI EMU index.  

Source: Datastream, MSCI, SG Cross Asset 

Research/Equity Strategy 
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WACC already higher – cs earnings expectations soon lower
2000-2003  2008-2010  Since 2016 

WACC = Equity Internal Rate of Return. Source: Datastream, IBES, SG Cross Asset Research /Equity Strategy 

Dividend expectations tend to track earnings expectations
Dividends and earnings expectations 

100 = 01/01/04. Source: Datastream, IBES, SG Cross Asset Research/Equity Strategy 
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Eurozone equities: not yet at a valuation floor U % & & 3 * . Ø . ' & & 2 3 , 4 5 < ) * > & 4 , ( 4 * ) 6 , ' 0 ) 4 R Q H < . ' 4 % 8 . * C ) * 6 N Ù J . 8 R Q @ Q I @ U % , ( , ( R K P 9 & / . C , 4 (Ú L H 5 & ) * ) B & * ) 0 & = R Û @ Ú I ? ) ' 6 Q K P 9 & / . C 4 % & Ü D & 2 3 , 4 5 * ) 4 , . = R O @ Ú I ? @ U % & + . / , 4 , - ) / 3 ' - & * 4 ) , ' 4 , & ( , 'J 3 * . + & = & @ 0 @ Ý * & I , 4 ) ' 6 A 4 ) / 5 ? - . < 9 , ' & 6 C , 4 % 4 % & / ) - > . 8 0 * . C 4 % ) - - & / & * ) 4 , . ' ) ' 6 & ( - ) / ) 4 , ' 0 4 * ) 6 &4 & ' ( , . ' ( 9 & 4 C & & ' 4 % & Ü D ) ' 6 ; % , ' ) % ) B & 9 & & ' ) < . ' 0 4 % & < ) , ' 6 * , B & * ( . 8 4 % , ( 6 & * ) 4 , ' 0 @ : ( )- . ' ( & 2 3 & ' - & 1 8 . * 4 % & * & 4 . 9 & ) * & * ) 4 , ' 0 . 8 & 3 * . Ø . ' & & 2 3 , 4 , & ( 1 4 % & * & C . 3 / 6 ' & & 6 4 . 9 & ( . < & - % ) ' 0 &. ' 4 % & ( & 8 * . ' 4 ( @ : Ý * & I , 4 6 & ) / 1 ) ' & ) ( , ' 0 , ' Ü D H ; % , ' ) 4 * ) 6 & 4 & ' ( , . ' ( ) ' 6 ) ' & - . ' . < , - - ) 4 - % H 3 + , '4 % & - . < , ' 0 < . ' 4 % ( - . 3 / 6 ) / / 9 & + . 4 & ' 4 , ) / ( 3 + + . * 4 , B & 8 ) - 4 . * ( 8 . * ) ( % . * 4 H / , B & 6 * & * ) 4 , ' 0 , ' R G R S 1& I - & + 4 , ' 4 % & & B & ' 4 . 8 < ) * > & 4 ( 4 * & ( ( ) % & ) 6 . 8 J 3 * . + & ) ' N ) * / , ) < & ' 4 & / & - 4 , . ' ( = ( & & % & * & ? @
Eurozone equities – 12-month forward P/E ratio  Eurozone vs US equities – 12-month forward P/E ratio 

Source: IBES, SG Cross Asset Research/Equity Strategy  Source: IBES, SG Cross Asset Research/Equity Strategy 

A more challenging environment for eurozone small caps J 3 * . Ø . ' & ( < ) / / - ) + ( ) * & ( 4 , / / 9 & ' & 8 , 4 , ' 0 8 * . < ( 4 * . ' 0 8 3 ' 6 ) < & ' 4 ) / ( 1 9 3 4 4 % & & ' B , * . ' < & ' 4 , ( 0 * . C , ' 0< . * & - % ) / / & ' 0 , ' 0 @ Þ , 2 3 , 6 , 4 5 ) + + & ) * ( < . * & - . ' ( 4 * ) , ' & 6 , ' 4 % & & 3 * . Ø . ' & ) ( 4 % & J ; Ý ( % . 3 / 6 & ' 6 , 4 (ß J 9 5 4 % & & ' 6 . 8 Q L R T @ à & ) ' C % , / & / , 2 3 , 6 , 4 5 ( 3 + + / 5 = à R , ' 6 , - ) 4 . * ? 0 * . C 4 % 1 C % , - % , ( % , ( 4 . * , - ) / / 5 )/ & ) 6 , ' 0 , ' 6 , - ) 4 . * . 8 ( < ) / / * & / ) 4 , B & 4 . / ) * 0 & + & * 8 . * < ) ' - & ? , ( ( % . C , ' 0 ( . < & C & ) > ' & ( ( = ( & & / & 8 4 H % ) ' 6- % ) * 4 9 & / . C ? @ á ' 4 % & . 4 % & * % ) ' 6 1 + * . 8 , 4 ) 9 , / , 4 5 * & < ) , ' ( ( 4 * . ' 0 ) ' 6 / & B & * ) 0 & , ( ) - 4 3 ) / / 5 / . C & * 8 . *& 3 * . Ø . ' & ( < ) / / - ) + ( 4 % ) ' 8 . * / ) * 0 & - ) + ( = R @ S I B ( Q @ Û I ? @ â . * 4 % & ( & * & ) ( . ' ( 1 C & ( C , 4 - % & 6 4 . ã & 3 4 * ) /= 8 * . < . B & * C & , 0 % 4 ? . ' & 3 * . Ø . ' & ( < ) / / B ( / ) * 0 & - ) + ( , ' . 3 * * & + . * 4 A ' B & ( 4 C , 4 % D , Ø & V à ) ' ) 0 , ' 0& I + . ( 3 * & 4 . ( < ) / / - ) + ( , ' ) - % ) / / & ' 0 , ' 0 & ' B , * . ' < & ' 4 @
Lower liquidity could soon represent a headwind for small caps  Eurozone small caps have a lower net debt to EBITDA 

Eurozone small cap performance (yoy) minus eurozone large-cap performance (yoy) in EUR, total 

return. *Liquidity measured by eurozone money supply (M1) growth rate (yoy) minus eurozone nominal 

GDP growth rate (yoy). Source: ECB, Eurostat, MSCI, Datastream, SG Cross Asset Research/Equity 

Strategy. Past performance is not indicative of future performance. 

 Excluding financials, Source: MSCI, SG Cross Asset Research/Equity Quant & Strategy 
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Eurozone: maintain preference for core over peripherals 

Stay away from the FTSE MIB: beyond political uncertainties, balance sheets 
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Italian equities and bonds have been correlated this year  Italian market has the weakest balance sheet 

BY= Bond yield, Source: SG Cross Asset Research/Equity Strategy  Interest Cover = EBIT/Interests expense, excluding financials, Source: MSCI, SG Cross Asset 

Research/Equity Quant & Strategy 
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German – 12-month forward relative P/E ratio  German sector – Eurozone sector performance, YTD 

Source: Datastream, IBES, SG Cross Asset Research/Equity Strategy   Source: Datastream, SG Cross Asset Research /Equity Strategy 
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Rising trade tensions have supported our Most versus Least preferred selections 

Base 100: 01/01/2018, performance in total return in euro, equi-weighted on 12/07/18. Past performance is not indicative of future results. Basket 

presented assumes no transaction costs. Source: Datastream, SG Cross Asset Research/Equity Strategy A ' 6 & & 6 , ' � 3 / 5 Q L R T C & ) ( > & 6 . 3 * & 2 3 , 4 5 ( & - 4 . * ) ' ) / 5 ( 4 ( % . C 4 % & , * ( & - 4 . * ( C & * & / , > & / 5 4 . 9 &, < + ) - 4 & 6 9 5 4 % & ( ) ' - 4 , . ' ( ) / * & ) 6 5 , ' + / ) - & ) ' 6 , ' 4 % & & B & ' 4 . 8 8 3 * 4 % & * & ( - ) / ) 4 , . ' ( @ $ & ) / ( . ) ( > & 64 % & < 4 . / . . > C , 4 % , ' & ) - % ( & - 4 . * 8 . * , 6 & ) ( . ' % . C 4 . % & 6 0 & 4 % & 4 * ) 6 & H C ) * ( - & ' ) * , . @ â * . < 4 % & , *, ' + 3 4 ( 1 C & & ( 4 ) 9 / , ( % & 6 / , ( 4 ( . 8 < . ( 4 = ) ' 6 / & ) ( 4 ? + * & 8 & * * & 6 ( 4 . - > ( 4 . . C ' , ' 4 % & & B & ' 4 . 8 , ' - * & ) ( , ' 0= ) ' 6 6 & - * & ) ( , ' 0 ? 4 * ) 6 & 4 & ' ( , . ' ( @ E . , ' 0 , ' 4 . Q L R S 1 4 % & ( , 4 3 ) 4 , . ' , ( / & ( ( . 9 B , . 3 ( , ' . 3 * < , ' 6 1 ) ( C &- . 3 / 6 ( & & ) 4 * 3 - & 9 & 4 C & & ' 4 % & Ü D ) ' 6 ; % , ' ) ) ' 6 + . ( ( , 9 / 5 ) 6 & ) / 9 & , ' 0 ( , 0 ' & 6 ) 8 4 & * 4 % & Q L R T4 ) ' 4 * 3 < @ á 3 * / . ' 0 ) ' 6 ( % . * 4 9 ) ( > & 4 ( 1 % . C & B & * 1 * & < ) , ' & 8 8 & - 4 , B & 4 . . / ( 4 . & I + * & ( ( ) B , & C @
Least / Most preferred stocks in the event of rising trade tensions 

Sector Least Preferred Most Preferred Sector view 

Aerospace & 

Defence 
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Brexit: a deal still looks likely Þ ß à á â ã ä à å æ ç ã á è à å å é å ê ã ë á ì í å å ê ì ã à î ï ð í å ã ñ å å ê ã ë å ò ó á ê ß ã ë å ô ò õ ö ÷ ø ë ç ì ë á ì ã à ç è è å à å ß á êù î ã ú ù î à ç ê è ù â ß ç ì ì á ã ç ì â á ï ã ç ù ê ç ê ã ë å ò ó ÷ ø ë å ß å á û ñ ç û û í å ü å à ý ë á à ß ã ù ì å û û ã ù ã ë å ò ó þ á à û ç á é å ê ã ÷ø ë å à å ç ì á ü å à ý ë ç è ë à ç ì ð ù â ç ã í å ç ê è ü ù ã å ß ß ù ñ ê ÿ á ã û å á ì ã ç ê ç ã ì ç ê ç ã ç á û â ù à é ÿ í î ã î û ã ç é á ã å û ý ÿ ñ å ã ë ç ê ðþ à ç é å � ç ê ç ì ã å à � á ý ñ ç û û ì î ï ï å å ß ÷ � � ì å å ì ã ë å ú à ù í á í ç û ç ã ý ù â á ß å á û á ì ö � � ÿ ê ù ß å á û õ � � á ê ß áì å ï ù ê ß à å â å à å ê ß î é á ì � � � é ù à å ß å ã á ç û ì ë å à å � ÷ Þ ß å á û ñ ù î û ß ê ù ã ê å ï å ì ì á à ç û ý í å è ù ù ß ê å ñ ì â ù àã ë å � ø � ô 	 � � ÿ ñ ë ç ï ë ç ì â î û û ù â å æ ú ù à ã å à ì ÿ á ì ç ã ñ ù î û ß ì ã à å ê è ã ë å ê ì ã å à û ç ê è ÷
Decision tree, numbers of each branch are probabilities  The FTSE 100 tends to underperform when the GBP strengthens 

Source: SG Cross Asset Research/Economics  Performance in local currency in total return (including dividends), Source: SG Cross Asset 

Research/Equity Strategy 

Deal, no deal or new referendum: how to position? 

In the event of a deal (75%) 
 ñ å ñ ù î û ß à å ï ù é é å ê ß í î ý ç ê è ï ù é ú á ê ç å ì ã ë á ã ñ ù î û ß í å ê å â ç ã â à ù éá ì ã à å ê è ã ë å ê ç ê è ù â ì ã å à û ç ê è ÿ û ç ð å ã ë å õ � ï ù é ú á ê ç å ì ñ å ì å û å ï ã å ß ç ê ù î à � � � ã à ù ê è å à � ä þ í á ì ð å ã� � � � ä þ ò þ � ê ß å æ  � ì å å ï ù é ú ù ì ç ã ç ù ê ç ê � ë á ã ï ù î û ß á ä à å æ ç ã ß å á û é å á ê â ù à å � î ç ã ý é á à ð å ã ì � � ÷
In the event of no deal (20%):

ñ å ñ ù î û ß à å ï ù é é å ê ß è ù ç ê è û ù ê è ä à å æ ç ã � � � � ä � � ø � � � ê ß å æ  �ì ë ù à ã ä à å æ ç ã � � � � ä � � ø � � � ê ß å æ  � ì å å ï ù é ú ù ì ç ã ç ù ê ù ê ú ÷ � � ù â ù î à � � � ï ã ù í å à � ê ü å ì ã ñ ç ã ëä á ì ð å ã ì � ÷ � ç ê ï å ã ë å à å â å à å ê ß î é � � î ê å õ � 	 � � ÿ ù î à û ù ê è � ì ë ù à ã ë á ì ß å û ç ü å à å ß � õ � � ÷
In the event of a new referendum (5%) � � � �  �  � � ! " # $ % & � ' # & ! " ( ' ) # " * + ! , � � - ' # . � � /  � � !ù ê û ý ì ï å ê á à ç ù ñ ë å à å í ý ã ë å ò ó å ï ù ê ù é ý ñ ù î û ß ê ù ã ì î â â å à � ë á à ß ù à ì ù â ã ÿ ä à å æ ç ã ñ ç û û ï ù é å á ã áï ù ì ã � ÷ � ê ã ë ç ì ì ï å ê á à ç ù ÿ ù î à � � � ã à ù ê è å à � ä þ í á ì ð å ã ñ ù î û ß í å ê å â ç ã á ì � ä þ ì ë ù î û ß à å ï ù ü å à á ê ßñ å ñ ù î û ß á û ì ù à å ï ù é é å ê ß è å ã ã ç ê è å æ ú ù ì î à å ã ù ï ý ï û ç ï á û ï ù ê ì î é å à ì ã ù ï ð ì ñ ç ã ë ì ã à ù ê è ì á û å ìå æ ú ù ì î à å ã ù ã ë å ò ó ì î ï ë á ì ã ë ù ì å ç ê ù î à ò ó 0 ù é å ì ã ç ï ú û á ý å à ì í á ì ð å ã � � � ò ó 0 � � � ê ß å æ  � ì å åï ù é ú ù ì ç ã ç ù ê ù ê ú ÷ � � ù â � ê ü å ì ã ñ ç ã ë ä á ì ð å ã ì � ÷ � ç ê ï å ã ë å à å â å à å ê ß î é ÿ ç ã ë á ì î ê ß å à ú å à â ù à é å ß ã ë å� ø � ô 	 � � í ý õ � � ÷

SG Stronger GBP basket is tightly 
correlated with the currency 

 Long Brexit+ / short Brexit- is sensitive 
to the Brexit outcome 

 UK domestic players have 
underperformed since the referendum 

Basket in EUR, FTSE 100 in GBP, performance in total return, 

Source: Datastream, SG Cross Asset Research/Equity Strategy 

 Performance in GBP in net return via Bloomberg tickers, 

Source: Bloomberg, SG Cross Asset Research/Equity Strategy 

 Performance in GBP in net return via Bloomberg tickers, 

Source: Bloomberg, SG Cross Asset Research/Equity Strategy 
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Sector allocation – Resilience matters 
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What this means for our sector allocation:  
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Seven sector recommendation changes 

Consumer Staples upgraded from 450bp underweight to neutral 

Utilities underweight trimmed to 100bp � ç ü å ê ã ë å á í ù ü å ÿ ñ å á û ì ù å æ ú å ï ã ê ù à å á û ì ã à å ê è ã ë ç ê ã ë å å î à ù ç ê 	 � 	 " ÿ á ê ß ë á ü å ï î ã ã ë å ì å ê ì ç ã ç ü ç ã ýñ å ç è ë ã ã ù á ë ç è ë å à å î à ù ç ê ù î à ì å ï ã ù à ì ï ù à å ï á à ß á ï ï ù à ß ç ê è û ý � 	 � � ê ù ñ ü ì õ � � ú à å ü ç ù î ì û ý � ÷ ø ë ç ìè ù å ì ë á ê ß ç ê ë á ê ß ñ ç ã ë à å ß î ï ç ê è ã ë å ñ å ç è ë ã ù â ã ë å à á ã å ì â á ï ã ù à ç ê ã ë å ì ï ù à å ï á à ß ÿ è ç ü å ê ã ë á ã ñ åì å å ù ê û ý û ç é ç ã å ß è á ç ê ì ç ê í î ê ß ý ç å û ß ì â à ù é ï î à à å ê ã û å ü å û ì ã ù ã ë å � î ê å ã á à è å ã ÿ ï ù é ú á à å ß ã ù ã ë åî ú ì ç ß å ñ å å æ ú å ï ã å ß ì ç æ é ù ê ã ë ì á è ù ÷ ø ë ç ì ã ý ú ç ï á û û ý ú î ì ë å ì î ú í ù ê ß ú à ù æ ç å ì ç ê ù î à ì ï ù à ç ê è ÿ ì î ï ëá ì � þ 9 á ê ß ò ã ç û ç ã ç å ì : ã ñ ù ì å ï ã ù à ì ñ ë ç ï ë ñ å à å ñ å ç è ë ã ç ê ã ù � � þ 9 î ú è à á ß å ß ã ù 	 � � í ú ù ü å à ñ å ç è ë ãâ à ù é õ � � í ú î ê ß å à ñ å ç è ë ã ÿ ò ã ç û ç ã ç å ì î ú � 	 � � í ú ã ù á ì é á û û å à � 	 � � í ú î ê ß å à ñ å ç è ë ã � ÷ � ù ù ß = � ã á ú û å ì� å ã á ç û ç ê è ç ì á û ì ù î ú è à á ß å ß ã ù ê å î ã à á û â à ù é � � í ú î ê ß å à ñ å ç è ë ã ù ê ì ç é ç û á à è à ù î ê ß ì ÷ ä å ü å à á è å ìì ï ù à å ì ù ê û ý õ � ã ë ù ê ù î à é å ã à ç ï ì ÿ ì ù ñ å ù ê û ý ã à ç é ù î à î ê ß å à ñ å ç è ë ã â à ù é � õ � � í ú ã ù � 	 � � í ú ÷ � ü å à á û ûã ë ç ì é ù ü å ì î ì â à ù é � � � í ú î ê ß å à ñ å ç è ë ã 9 ù ê ì î é å à � ã á ú û å ì ã ù ê å î ã à á û ÷ � å à å é á ç ê ÿ ë ù ñ å ü å à ÿ â ç à éì å û û å à ì ù â ø å û å ï ù é ì � õ � � í ú î ê ß å à ñ å ç è ë ã � ÿ ñ ë ç ï ë ï ù ê ã ç ê î å ì ã ù ì ï ù à å ú ù ù à û ý ù ê ù î à é å ã à ç ï ì ÷
Food & Staples Retailing: P/B  Tobacco: 12m fwd P/E  HPC: 12m fwd P/E 

absolute (red) & relative (grey, rhs) 

Source: IBES, SG Cross Asset Research/Equity Strategy 

 absolute (red) & relative (grey, rhs) 

Source: IBES, SG Cross Asset Research/Equity Strategy 

 absolute (red) & relative (grey, rhs) 

Source: IBES, SG Cross Asset Research/Equity Strategy 

Financials overweight trimmed to 300bp from 450bp, and concentrated in 

Insurance Þ ì â á à á ì í ù ê ß ì å ê ì ç ã ç ü ç ã ý ç ì ï ù ê ï å à ê å ß ÿ ñ å ê á ü ç è á ã å ñ ç ã ë ì ù é å ï á î ã ç ù ê ù ê ã ë å ü á û î å ì ã ý û å ÷ � î à� î á ê ã ç ã á ã ç ü å ì ã à á ã å è ý ã å á é ë ç è ë û ç è ë ã ì ç ã ì ï î à à å ê ã û ù ñ ü á û î á ã ç ù ê ì ÿ í î ã ù î à ß ç ì ï î ì ì ç ù ê ì ñ ç ã ë ï û ç å ê ã ìì î è è å ì ã ã ë á ã â ù à ü á û î å ã ù í å î ê û ù ï ð å ß ç ê ô î à ù ú å ÿ ñ å ê å å ß ì ù é å ï ù ê ü ç ê ï ç ê è å á à ê ç ê è ì ê î é í å à ì ÷ø ë å à å á à å ú û å ê ã ý ù â ä á ê ð ì á ê ß ò ó ì ã ù ï ð ì ç ê ã ë å ô î à ù ú å ü á û î å ì ã ý û å ÷ ä á ê ð ì ê å å ß á ê ô 9 ä ë ç ð å ÿá ê ß ò ó ú û ï ì ì ù é å ú ù û ç ã ç ï á û ï û á à ç ã ý ÷ ø ë å à å á à å à å ï ù à ß � û ù ñ ü á û î á ã ç ù ê ì ù ê ì ù é å ù â ã ë å ì å ê á é å ì ÷� å ð å å ú ä á ê ð ì â ù à å æ á é ú û å ù ê á é ù ß å à á ã å ù ü å à ñ å ç è ë ã á ì ã ë å ý ñ ù î û ß ù â â å à á ê á ì ý é é å ã à ç ïî ú ì ç ß å ú à ù â ç û å ì ë ù î û ß ã ë å ô 9 ä ã ù ê å ã î à ê ì î ú ú ù à ã ç ü å ÷ ø ë å ý ì ë ù î û ß á û ì ù í å ê å â ç ã â à ù é á ê ýç é ú à ù ü å é å ê ã ç ê � ã á û ý á ê ß ù ê à ç ì ð ý á ì ì å ã ì ÷ ø ë å ý â ù à é ÿ ç ê å â â å ï ã ÿ ù î à � ì ù â á à ù î ã ù â ã ë å é ù ê å ý �î ú ì ç ß å ï á û û ù ê á é á à ð å ã î ú û ç â ã ÷
Banks: P/BV  Insurance: earnings momentum  Insurance: 12m fwd P/E 

absolute (red) & relative (grey, rhs) 

Source: IBES, SG Cross Asset Research/Equity Strategy 

 3m change in 12m forward EPS.  

Source: IBES, SG Cross Asset Research/Equity Strategy 

 absolute (red) & relative (grey, rhs) 

Source: IBES, SG Cross Asset Research/Equity Strategy 
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� ù ñ å ü å à ÿ ñ å ï î ã 0 ç ü å à ì ç â ç å ß � ç ê á ê ï ç á û ì = � ê ü å ì ã é å ê ã ä á ê ð ì â à ù é � � í ú ù ü å à ñ å ç è ë ã ã ù ê å î ã à á û ÿá ê ß ã á ð å ú à ù â ç ã ù ê � ê ì î à á ê ï å ÿ ñ ë å à å ñ å à å ß î ï å ù î à ù ü å à ñ å ç è ë ã í ý 	 � � í ú ã ù õ � � í ú á í ù ü åí å ê ï ë é á à ð ÷
Consumer Discretionary is switched from 100bp overweight to 150bp 

underweight Þ ã ã ë å ù ã ë å à å ê ß ù â ã ë å ü á û î á ã ç ù ê ì ú å ï ã à î é ÿ ñ å ï ù ê ã ç ê î å ã ù à å ß î ï å ú ù ì ç ã ç ù ê ç ê è ç ê 0 î à á í û å ì ÿÞ ú ú á à å û á ê ß � î æ î à ý ÿ í å è ç ê ê ç ê è û á ì ã � î á à ã å à ñ ç ã ë á é ù ü å ã ù ê å î ã à á û á ê ß ê ù ñ ã ù 	 � � í úî ê ß å à ñ å ç è ë ã ÷ ø ë å ì å ï ã ù à à á ê ð ì õ � ã ë � ù î ã ù â � � � ù ê ü á û î á ã ç ù ê ì ÿ á ê ß õ õ ê ß ù ü å à á û û ù ê ù î à ì ï ù à å ï á à ß ÷� ç ü å ê ù î à û ù ñ å à å ï ù ê ù é ç ï â ù à å ï á ì ã ì ù ê ã ë å å î à ù á à å á ÿ ñ å á û ì ù ë á û ü å ù î à ù ü å à ñ å ç è ë ã ç ê Þ î ã ù ì ÿâ à ù é õ � � í ú ã ù 	 � � í ú ÷ Þ ì ñ ç ã ë ä á ê ð ì ù ê ã ë å ô 9 ä á ê ß � ã á û ý ÿ ñ å ð å å ú Þ î ã ù ì á ã ù ü å à ñ å ç è ë ã á ì ç ãà å ú à å ì å ê ã ì á ê á ì ý é é å ã à ç ï ÿ ü å à ý á ã ã à á ï ã ç ü å û ý ü á û î å ß ï á û û ù ê ç é ú à ù ü ç ê è ã à á ß å ã å ê ì ç ù ê ì ÷ ø ë å Þ î ã ùì å ï ã ù à ã à á ß å ì ù ê á ß å ï á ß å � û ù ñ à å û á ã ç ü å þ � ä Á � 	 ÷ � ü ì ÷ 	 ÷ ö â ù à ã ë å ù ü å à á û û é á à ð å ã � ÿ á ê ß á ü å à ý û ù ñ	 õ é â ù à ñ á à ß þ � ô à å ì ã ç ê è ù ê ì ç ê è û å � ß ç è ç ã å á à ê ç ê è ì � è à ù ñ ã ë å æ ú å ï ã á ã ç ù ê ì ÷ ø ë ç ì ì ñ ç ã ï ë å ì ù î à ù ü å à á û ûú ù ì ç ã ç ù ê ç ê è ù ê 9 ù ê ì î é å à 0 ç ì ï à å ã ç ù ê á à ý â à ù é 	 � � í ú ù ü å à ñ å ç è ë ã ã ù 	 � � í ú î ê ß å à ñ å ç è ë ã ÷
Autos: 12m fwd P/E  Durables, Apparel, Luxury: relative perf.   Durables, Apparel, Luxury: EPS 

absolute (red) & relative (grey, rhs) 

Source: IBES, SG Cross Asset Research/Equity Strategy 

 Relative data= relative to Europe in euro and total return 

Source: IBES, SG Cross Asset Research/Equity Strategy 

 Source: IBES, SG Cross Asset Research/Equity Strategy 

Information Technology is cut from 150bp overweight to neutral � ù â ã ñ á à å = � ø � å à ü ç ï å ì á ê ß ø å ï ë ê ù û ù è ý � á à ß ñ á à å ê ù ñ à á ê ð à å ì ú å ï ã ç ü å û ý õ ö ã ë á ê ß õ " ã ë ù î ã ù â� � ì å ï ã ù à ì ù ê ù î à ì ï ù à å ï á à ß ÷ � å û ç ð å ß ã ë å â ù à é å à ù ê 9 � � é á à ð å ã è à ù ñ ã ë ÿ ï ù ê ì ù û ç ß á ã ç ù ê ç ê ï û ù î ßá ú ú û ç ï á ã ç ù ê ì á ê ß è à ù ñ ç ê è ï ý í å à ì å ï î à ç ã ý ÿ á ê ß ã ë å û á ã ã å à é ù à å ù ê í á û á ê ï å ì ë å å ã ì ã à å ê è ã ë ÿ í î ã í ù ã ëê ù ñ á ú ú å á à à ç ï ë û ý ü á û î å ß ÷ � ê ø å ï ë � á à ß ñ á à å ê ù ã á í û ý ÿ ñ å ã á ð å ú à ù â ç ã 
 ç ã ç ì ã ë å í å ì ã � ú å à â ù à é ç ê èì å ï ã ù à ç ê ô î à ù ú å ý ã ß � � õ ! � ù î ã ú å à â ù à é á ê ï å � ÿ á ê ß ñ å á û ç è ê ù î à ì å ï ã ù à ü ç å ñ ñ ç ã ë ù î à ï ù ê ï å à ê ìù ê ã ë å Â á ì ß á � ÷ Þ ï ï ù à ß ç ê è ã ù ù î à ã å ï ë ê ç ï á û á ê á û ý ì ã ÿ ã ë å ò � ã å ï ë ç ê ß å æ ï ù î û ß ì å å â î à ã ë å àï ù à à å ï ã ç ù ê á ê ß ú ù ì ì ç í û ý â á û û í ý 	 	 � ã ù � 	 ö 	 ú ã ì ÷
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Basic Industries’ overweight is marginally trimmed to 150bp � å ï î ã 9 ù ê ì ã à î ï ã ç ù ê � á ã å à ç á û ì ã ù ê å î ã à á û â à ù é � � í ú ù ü å à ñ å ç è ë ã ÷ ø ë å ì å ï ã ù à ç ì ü å à ý ï ý ï û ç ï á û á ê ßã å ê ß ì ã ù î ê ß å à ú å à â ù à é ç ê ã ë å ß ù ñ ê ï ý ï û å ÿ ì ù é å ã ë ç ê è ï á ú ã î à å ß ç ê ù î à å á à ê ç ê è ì ï ý ï û ç ï á û ç ã ý á ê á û ý ì ç ìß å ã á ç û å ß ç ê ã ë å â ù û û ù ñ ç ê è ú á è å ì ÷ î å ã ì ã ù ï ð ú à ç ï å ì ë á ü å ß å ï û ç ê å ß é î ï ë é ù à å ã ë á ê ã ë å ß ù ñ ê ñ á à ßå á à ê ç ê è à å ü ç ì ç ù ê ì ã ë ç ì ã ç é å à ù î ê ß ì ù â á à ÿ û å á ü ç ê è î ì ê å î ã à á û û ý ú ù ì ç ã ç ù ê å ß ÷� î à ù ü å à ñ å ç è ë ã ç ì ï ù ê ï å ê ã à á ã å ß å ê ã ç à å û ý ç ê � ã å å û ÿ � å ã á û ì = � ç ê ç ê è ÷ ø ë å à å ë á ì í å å ê � î ç ã å á û ù ã ù âê å ñ ì â û ù ñ ù ê ã ë å ì å ï ã ù à ì ç ê ï å ã ë å ç ê ã à ù ß î ï ã ç ù ê ù â ç é ú ù à ã ã á à ç â â ì ù ê ì ã å å û á ê ß á û î é ç ê ç î é í ý ã ë åò � ÷ ø ë å ì å ï ã ù à ë á ì ì ã á à ã å ß ã ù à å ï ù ü å à ì û ç è ë ã û ý ù ê á à å û á ã ç ü å í á ì ç ì ÿ ù î ã ú å à â ù à é ç ê è ã ë å é á à ð å ã í ý� � ù ü å à ã ë å û á ì ã � î á à ã å à ÿ ß å ì ú ç ã å á û ù ñ å à � � ô ç ê ß å æ � � � � ç ê ï ð 6 ñ ! + ! * ' � # ) "  � � � 1 ! 3 � 1 ! # 1 ! + %á ã ã à á ï ã ç ü å ü á û î á ã ç ù ê ì � â ù à ñ á à ß þ � ô á ã � ý û ù ñ ù â " ÷ õ æ ÿ á ê ß á � î ç ã å á ã ã à á ï ã ç ü å 0 î ù â � ÷ ö � � ÿ û ù ñ ô þ �è à ù ñ ã ë å æ ú å ï ã á ã ç ù ê ì � � � � ç ê õ � 	 " å á ê ß � õ � ç ê õ � õ � � ÿ à ç ì ç ê è ú à ù â ç ã á í ç û ç ã ý � � � ô á ã 	 � � � á ê ß ã ë åú ù ã å ê ã ç á û à ç ì ð ù â á ì ã å å û ì ë ù à ã á è å ç ê 9 ë ç ê á � é ù à å ß å ã á ç û ì � ÷
Steel, Metal, Mining: EPS  Steel, Metal, Mining: 12m fwd P/E  Steel, Metal, Mining: DY and payout 

Source: IBES, SG Cross Asset Research/Equity Strategy  absolute (red) & relative (grey, rhs) 

Source: IBES, SG Cross Asset Research/Equity Strategy 

 payout = shaded area.  

Source: IBES, SG Cross Asset Research/Equity Strategy 

Pharma & Biotech, Oil & Gas, Industry, Real Estate and Telecoms unchanged Þ ã á ã ç é å ñ ë å ê ñ å á à å í å è ç ê ê ç ê è ã ù ì å å ì ù é å ì ã à å ì ì ù ê ã ë å ß ç ü ç ß å ê ß ì ù â ô î à ù ú å á ê � á ê ß ò � �ï ù é ú á ê ç å ì ÿ ñ å ï ù ê ã ç ê î å ã ù â á ü ù î à ì ã à ù ê è í á û á ê ï å ì ë å å ã ì á ã á à å á ì ù ê á í û å ú à ç ï å ÿ á ê ß ñ å û û ï ù ü å à å ßß ç ü ç ß å ê ß ì ÷ ø ë ç ì ç ì ï û å á à û ý ã ë å ï á ì å â ù à í ù ã ë þ ë á à é á = ä ç ù ã å ï ë á ê ß � ç û = � á ì ï ù é ú á ê ç å ì ÿ ù êñ ë ç ï ë ñ å à å é á ç ê 	 � � í ú á ê ß 	 � � í ú ù ü å à ñ å ç è ë ã ÿ à å ì ú å ï ã ç ü å û ý ÷ � ê � ç û = � á ì ÿ ñ å û ç ð å � � 9 ì ç ê) ' + � � & / $ ' + 0 ! 1 ! # � ( 5 ! . " # % � ! , ) ! & � " � $ ) + � & !  � " + �  !  � 3 # � ( � & ' # � $ % ( + " * & / + + ! # � $ ! 1 ! $  � . !  ) � � !ù î ã ú å à â ù à é ç ê è ã ë å é á à ð å ã í ý 	 õ � ý ã ß ÿ ã ë å ü á û î á ã ç ù ê à å é á ç ê ì á ã ã à á ï ã ç ü å ñ ç ã ë á ß ç ü ç ß å ê ß ý ç å û ß ù â� ÷ � � ñ ë ç û å å á à ê ç ê è ì é ù é å ê ã î é à å é á ç ê ì ç ê ú ù ì ç ã ç ü å ã å à à ç ã ù à ý ÿ á û û ù ñ ç ê è ã ë å ú á ý ù î ã à á ã ç ù ã ùê ù à é á û ç ì å � ö � � � ÷� ê � ê ß î ì ã à ý ÿ ñ å á à å î ê ß å à ñ å ç è ë ã ø à á ê ì ú ù à ã á ã ç ù ê = � å à ü ç ï å ì ç ê ú á à ã ç ï î û á à ÷ ø ë å ì å ï ã ù à ë á ì ê ù ãí å ê å â ç ã å ß â à ù é á û ù ñ å à ù ç û ú à ç ï å ï ù ê ã ç ê î ç ê è ç ã ì ß ù ñ ê ñ á à ß ã à å ê ß ÿ � � � ù ü å à ã ë å ú á ì ã ã ë à å å é ù ê ã ë ì ÷� ë ç û å ã ë å þ � ä ë á ì â á û û å ê ã ù õ ÷ � æ ÿ ç ã ì ã ç û û ã à á ß å ì á ã á ú à å é ç î é ã ù ã ë å é á à ð å ã � 	 ÷ ö æ � ÷ ô á à ê ç ê è ìé ù é å ê ã î é ë á ì â á ç û å ß ã ù í ù ã ã ù é ù î ã ÿ ñ ë ç û å õ � 	 " ô þ � è à ù ñ ã ë å æ ú å ï ã á ã ç ù ê ì � õ � � ý ù ý � á à å � î ç ã åë ç è ë á ê ß ï ù î û ß í å á ã à ç ì ð ù â á ß ù ñ ê è à á ß å ÷ 9 á ú ç ã á û � ù ù ß ì á à å á ê å æ ú å ê ì ç ü å ï ý ï û ç ï á û ì å ï ã ù à ÷ � ù ì ãï ý ï û ç ï á û ì å ï ã ù à ì á ê ß ì å ï ã ù à ì ñ ç ã ë ë ç è ë ô � å æ ú ù ì î à å á à å ê ù ñ ã à á ß ç ê è á ã á ì ç è ê ç â ç ï á ê ã ß ç ì ï ù î ê ã ã ùã ë å é á à ð å ã ÷ 9 á ú ç ã á û � ù ù ß ì ÿ á û ì ù ï ý ï û ç ï á û á ê ß ô � å æ ú ù ì å ß ÿ á à å ê ù ã ï ë å á ú 
 ã ë å ì å ï ã ù à ç ì ã à á ß ç ê èá ã 	 � æ 	 õ é â ù à ñ á à ß þ � ô à á ã ç ù ÿ ñ å û û á í ù ü å é á à ð å ã û å ü å û � 	 õ ÷ � æ � ÷
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Pharma & Biotech: P/BV  IOC’s: Earnings per share   Aerospace & Defense: RoE 

absolute (red) & relative (grey, rhs) 

Source: IBES, SG Cross Asset Research/Equity Strategy 

 Source: IBES, SG Cross Asset Research/Equity Strategy  Grey = Europe. RoE = 12m trailing earnings/book value. 

Source: IBES, SG Cross Asset Research/Equity Strategy F G H I J G K G L M N O P Q G R S G T G U N G V W X G N G Q M U Y Z [ G N W Z O G L T M L \ I U ] N G Q W M L ^ W Y V _ I W X P O G L T M L \ P U Q G M T` ` a b c ` d a L G H P W I e G W M \ P L J G W f g F X I H G _ G P L G W h L U I U ] \ M L G Q P h W I M h N M U M h L N G Q W M L P H H M Q P W I M U V _ GU M W G W X P W V M e G L W X G O P N W Y G Q P Y G V W X G N G Q W M L b G N O G Q I P H H ^ Q I e I H f X P N [ G Q M \ G \ h Q X H G N N Q ^ Q H I Q P HM _ I U ] W M W X G ] L G P W G L ] G M ] L P O X I Q P H Y I e G L N I W ^ M T W X G Q h N W M \ G L [ P N G P U Y W X G M L Y G L [ P Q J H M ] gi M L G M e G L V Y G T G U Q G N O G U Y I U ] L G \ P I U N M U P U h O _ P L Y W L P j G Q W M L ^ g K H W X M h ] X e P H h P W I M U N T M L [ M W XN h [ Z N G Q W M L N V K G L M P U Y S G T G U Q G P L G P W X I N W M L I Q P H X I ] X N b N M H I \ I W G Y h O N I Y G T L M \ T h L W X G L \ h H W I O H GG k O P U N I M U f V W X G M h W H M M J T M L G P L U I U ] N P U Y Q P N X N X M h H Y N h O O M L W W X G N G Q W M L gK N T M L l G P H m N W P W G V H M _ G L [ M U Y ^ I G H Y N N I U Q G W X G [ G ] I U U I U ] M T W X G ^ G P L X P e G P H H M _ G Y W X G N G Q W M L W MM h W O G L T M L \ W X G \ P L J G W N H I ] X W H ^ ^ W Y b c n a f g o M U G W X G H G N N V _ G J G G O M h L e I G _ M T L I N I U ] [ M U Y ^ I G H Y N V_ X I Q X N X M h H Y O h W W X G N G Q W M L h U Y G L O L G N N h L G g p W N P W W L P Q W I e G q g d a Y I e I Y G U Y ^ I G H Y Q M h H Y [ G P W L I N J] I e G U P U I U Q L G P N I U ] O P ^ M h W L P W I M b r d a f g s L G k I W O h W N W X G t u l G P H m N W P W G N G Q W M L P W L I N J b O P L W I Q h H P L H ^v M U Y M U M T T I Q G N f V X G U Q G _ G Q M h H Y N G G N M \ G Q M U N M H I Y P W I M U I U W X I N \ P L J G W g F G J G G O M h L O L G T G L G U Q GT M L G h L M w M U G U P \ G N b \ M L G Y G W P I H N f V G N O G Q I P H H ^ N W M Q J N H I U J G Y W M x G L \ P U ^ P U Y y O P I U g
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Our sector scorecard now incorporates earnings resilience p U W X G T M H H M _ I U ] N G Q W I M U V _ G Y G W P I H X M _ _ G P O O L M P Q X G P L U I U ] N L G N I H I G U Q G b M L H P Q J W X G L G M T f I U P UG Q M U M \ I Q N H M _ Y M _ U V _ I W X W X G I Y G P W M O L M ] L G N N I e G H ^ W P J G \ M L G Q M U N I Y G L P W I M U M T W X G G k W G U W W M_ X I Q X G P Q X N G Q W M L X P N N G G U I W N G P L U I U ] N I \ O P Q W G Y I U W X G O L G e I M h N Y M _ U W h L U N g p W I N W M M G P L H ^ W M] I e G \ M L G W X P U ` ¯ a W M W X I N T P Q W M L V [ h W _ G H I J G W M I U Q M L O M L P W G N \ P H H N I ] U P H N T L M \ W X I N P U P H ^ N I NP U Y O L M e I Y G ] h I Y P U Q G W M I U e G N W M L N M U _ X P W W M O M W G U W I P H H ^ G k O G Q W T h L W X G L Y M _ U W X G W I \ G H I U G g
Scorecard methodology. ° M L W X G G h L M V _ G P H H M Q P W G d ¯ a W M ± ^ Q M L L G H P W I M U V ± ¯ a W M ` ¯ ^ Q M L L G H P W I M U P U Y ± ¯ a W M O G L T M L \ P U Q G NY h L I U ] G h L M N W L G U ] W X G U I U ] O G L I M Y N g ° M L [ M U Y ^ I G H Y N V _ G H M M J P W N G Q W M L O G L T M L \ P U Q G N M e G L T I e G O G L I M Y N M T L I N I U ] [ M U Y ^ I G H Y N g ° M LQ L G Y I W V _ G T P e M h L N G Q W M L N _ I W X P X I ] X G L O L M O M L W I M U M T p x V I U O P L W I Q h H P L P [ M e G s s s g ° M L e P H h P W I M U P U Y G P L U I U ] N ² ] L M _ W X V _ G W P J G W X G³ ´ µ ¶ · µ ¸ · · ¹ º » ¶ » ´ » ¼ ¶ ³ ½ ³ ¹ · º ¼ ¸ ¼ ½ ¸ ¾ ³ ¿ » · ¹ ¸ À ¹ Á Â Ã ¹ ´ Ä ¼ · ¼ Å ¼ Æ Ç È É ¼ ¸ ¿ ¹ ¸ » ¿ Ä ¹ ¸ µ Å ¹ Ê ¿ ¼ ³ ½ ¸ ¹ Ë · ¹ º » ¶ ¹ · µ ³ ¹ Ê ¿ ¼ ³ ½ ¸ ¹ ´ ¼p W P H ^ c y O P I U c Ì M L W h ] P H c x L G G Q G f V _ G h N G W X G Q M h U W L ^ M T Y M \ I Q I H G T M L G P Q X Q M \ O P U ^ P U Y _ G I ] X W X G Q M \ O P U I G N [ ^ W X P W i y Í p _ G I ] X W» ¶ ´ Ä ¹ ³ ¹ Î ´ ¼ ¸ » ¶ · ¹ Ê È Ï ¹ µ Å Å ¼ Î µ ´ ¹ Ð Ñ Ò ¼ º ¼ ½ ¸ ³ Î ¼ ¸ » ¶ Æ ´ ¼ ¼ ½ ¸ Ó ½ ¸ ¼ ¿ ¹ µ ¶ ³ ¹ Î ´ ¼ ¸ ³ Ô ³ ¹ ¶ ³ » ´ » Õ » ´ Ç ´ ¼ ¹ Ã ¹ ¸ Æ » ¶ Æ Ã µ ¸ Ö ¹ ´ ³ × ½ ³ » ¶ Æ Î ¼ ¸ ¸ ¹ Å µ ´ » M U N[ G W _ G G U N G Q W M L L G H P W I e G O G L T M L \ P U Q G N P U Y W X G i y Í p ] H M [ P H m i I U Y G k e G L N h N W X G i y Í p F M L H Y b ± ² n _ G I ] X W G Y W M H P N W ± ^ Q M L L G H P W I M UP U Y ` ² n _ G I ] X W G Y W M ` ¯ ^ Q M L L G H P W I M U f g K U Y T M L m P L U I U ] N L G N I H I G U Q G V _ G h N G W X G \ G W X M Y M H M ] ^ I U W L M Y h Q G Y W X I N Ø h P L W G L I U W X G T M H H M _ I U ]N G Q W I M U V G T T G Q W I e G H ^ H M M J I U ] P W W X G W ^ O I Q P H O G P J Z W M Z W L M h ] X G P L U I U ] N [ G X P e I M h L M T N G Q W M L N g
European equity sector allocation, ranked by our 8 key drivers 

  SG L3M rel. 10% 10% 15% 10% 25% 10% 10% 10% 

Rank Sector Weight perf. Euro Rates Credit Growth Valuation % Periph. % EM Resilience Ù Ú Û Ü Ý Þ ß Û à á
OW â ã ä å Ù æ ç ç è ç Ù Ù é ç åç ê ß Û ë Ü
OW ì Ù ä Ù í í î î Ù ç å ç ï ç çî Ú Û ð á ñ Þ ß ð á ò ó ô õ ö ÷ ø ù ß Û ô á Ü
OW â î ä Ù Ù Ù í Ù Ù è í ç î ç ç Ù ïè ú ð á á õ û ü á ð ß õ Ü ý ü ô Û ô Û ñ
OW â å ä ã Ù Ù è Ù æ î Ù å î æ ç ãí ö ÷ Û Ü ð Þ Ý à ð ô ÷ Û ü ß ð á Þ ô ß õ Ü þ ì í ä ç è ã ç ç î Ù æ Ù Ù ç ç æã ú á ø ô à ÷ Û ò Ý à ð ÷ Þ Ü
OW ì Ù æ ä Ù ç ã Ù æ ç è Ù ç æ ç ïå ö ÿ á ø ô à ß õ Ü þ ì æ ä í Ù Ù ï ç è Ù ï Ù ç î Ù îé � Ý ð ÷ ø ÷ � ô õ á Ü ý ö ÷ ø ù ÷ Û á Û ð Ü
OW ì í ä Ù æ î Ù í ç é Ù ç í ç è ç íï � ÷ ð á õ Ü û � á Ü ð ß Ý Þ ß Û ð Ü ý � á ô Ü Ý Þ á
UW â Ù ä ç î Ù è Ù ï ã ç ç Ù è Ù æÙ æ ö ÷ Û Ü ð Þ Ý à ð ô ÷ Û þ â æ ä è Ù å Ù ç í Ù è ç é ç ã Ù ÙÙ Ù � á Þ ÷ Ü ù ß à á ý � á � á Û à á
OW ì è ä ï é Ù æ é ç å Ù í Ù æ Ù èÙ ç � ÷ ÷ ò þ â å ä ç æ î æ è ï ç é Ù å èÙ î � ÿ ß Þ ø ß û ê ô ÷ ð á à ÿ ý ú à Ü
OW â ã ä ç é ç è í ç ç ç æ Ù î î çÙ è ö ß ù ô ð ß õ 	 ÷ ÷ ò Ü
UW ì í ä Ù ç ï Ù å ã Ù å Ù ï ç Ù Ù ãÙ í � ô 
 � � ô Û ß Û à ô ß õ Ü ý Ú Û 
 á Ü ð � ê ß Û ë Ü þ ì í ä Ù ã Ù ç é ç ç å Ù ã ç é ç éÙ ã � á ß õ � Ü ð ß ð á
UW ì ç ä Ù é ç å Ù ã Ù å Ù í Ù ï Ù éÙ å � ÷ ÷ ò ý ú ð ß ù õ á Ü � á ð ß ô õ ô Û ñ þ â í ä ç ç ç Ù ç ï Ù Ù ç Ù é Ù è íÙ é ó ô õ ú á Þ 
 ô à á Ü þ ì î ä î æ è î Ù Ù í é Ù Ù í ç îÙ ï  ÷ � ß à à ÷ þ ì ç î ä ç ã ç é ç ã ç ã Ù Ù Ù ã ãç æ � ÷ Ý Ü á ÿ ÷ õ ò ý � á Þ Ü ÷ Û ß õ ö ß Þ á
OW â è ä Ù å ç ã å ç í ç ï Ù é Ùç Ù � ð ô õ ô ð ô á Ü
UW â ã ä Ù è ç í ç æ Ù æ é ç ï ç í ïç ç � Ý Þ ß � õ á Ü û � ù ù ß Þ á õ ý � Ý � Ý Þ �
UW ì å ä ç Ù î Ù Ù Ù æ ç ã ç æ Ù ï Ù åç î  á õ á à ÷ ø ú á Þ 
 ô à á Ü
UW â å ä ç Ù ç ç ç è Ù ã í ç ã Ù ã Ù íç è ü á ò ô ß þ â Ù ä ç ï Ù é ç å ç ã Ù î Ù Ù ç Ùç í � á ß õ ð ÿ ö ß Þ á � � ð � ý ú á Þ 
 ô à á
UW ì å ä ç í ç î ç Ù ç æ ç è Ù ç åç ã ê á 
 á Þ ß ñ á Ü
UW ì Ù ä Ù î ç ï Ù é ç æ ç î Ù è Ù î îç å ú ÷ � ð � ß Þ á ý Ú  ú á Þ 
 ô à á Ü þ ì ï ä é Ù ã Ù î Ù ï î æ ç è Ù Ù Ù çç é  Þ ß Û Ü ù ÷ Þ ð ß ð ô ÷ Û ý ó ð ÿ á Þ Ü á Þ 
 ô à á Ü
UW ì è ä î Ù ï ç î Ù å Ù ã ç ç ç å ç èç ï  á à ÿ Û ÷ õ ÷ ñ � � ß Þ ò � ß Þ á ý � � ù ð �
UW â é ä Ù ï å ç í ç ï ç Ù Ù Ù å î æî æ � á ð ß ô õ ô Û ñ � Ü ù á à ô ß õ ô Ü á ò �
UW â î ä ç å ç æ î æ Ù è Ù é î æ í é

Note: Ranks are shown for each sector - the higher the rank, the better the sector on a given factor (1 is best, 30 is worst). Sectors are weighted by 8 factor rankings (factor weights are given on the first 

table row). SG weights are the current weights in our recommended sector allocation. Source: SG Cross Asset Research/Equity Strategy 
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Which sector to favour when earnings are under pressure? m P L U I U ] N I U m h L M O G X P e G L G Q M e G L G Y N I ] U I T I Q P U W H ^ M e G L W X G H P N W W _ M ^ G P L N g  M _ G e G L V _ G U M W G W X P W W X G ^L G \ P I U Z ` r a [ G H M _ W X G I L O L G Z ± ¯ ¯ ! Z ¯ " T I U P U Q I P H Q L I N I N O G P J g p U W X I N P U P H ^ N I N V _ G H M M J P W N G Q W M L m Ì yQ M U W L P Q W I M U M e G L W X G H P N W W X L G G L G Q G N N I M U N V [ P N G Y M U L G N O G Q W I e G N G Q W M L m Ì y O G P J N P U Y W L M h ] X N gK ] ] L G ] P W G L G N h H W N W G U Y W M Y I N O H P ^ W X G N G Q W M L Q ^ Q H I Q P H I W ^ ² Y G T G U N I e G U G N N L G H P W I e G W M \ P L J G W g
European earnings in the cycle (12-month trailing EPS, €) 

Shaded in grey: periods of EPS contraction, 12m trailing EPS in EUR, Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

European sector EPS contraction during previous recessions 

Average Sectors 2001-04 2007-10 2011-14 
Since 

2017 

Fwd EPS 

growth 

-98% 
 á à ÿ � � ß Þ ò � ß Þ á ý � � ð � ì Ù æ æ ä ì ï î ä ì Ù æ æ ä æ ä î å ä

-88% 
ú á ø ô ì à ÷ Û ò Ý à ð ÷ Þ Ü ì Ù æ æ ä ì Ù æ æ ä ì ã í ä ì í ä Ù í ä

-80% 
� ô 
 � � ô Û ß Û à ô ß õ Ü ì é í ä ì Ù æ æ ä ì í å ä ì é ä Ù è ä

-73% 
Ú Û Ü Ý Þ ß Û à á ì ï é ä ì ï Ù ä ì ç ï ä ì Ù Ù ä Ù æ ä

-72% 
ü á ð ß õ Ü ý ü ô Û ô Û ñ ì ã é ä ì å è ä ì å ã ä æ ä ì ç ä

-72% 
� Ý ð ÷ ý ö ÷ ø ù ì é è ä ì Ù æ æ ä ì î Ù ä ì ç ä ï ä

-60% 
 Þ ß Û Ü ù ÷ Þ ð ß ð ô ÷ Û ý ú 
 Ü ì í î ä ì Ù æ æ ä ì ç é ä æ ä Ù í ä

-58% 
ó ô õ ú á Þ 
 ô à á Ü ì Ù æ æ ä ì ç é ä ì è í ä æ ä ç é ä

-57% 
ê ß Û ë Ü ì î ã ä ì é æ ä ì í í ä æ ä í ä

-51% 
ü á ò ô ß ì Ù æ æ ä ì î ï ä ì Ù ç ä æ ä è ä

-51% 
ö ÷ Û Ü ð Þ � ü ß ð á Þ ô ß õ Ü ì î è ä ì å è ä ì è è ä ì ç î ä Ù è ä

-49% 
ó ô õ ý 	 ß Ü ì è ã ä ì ã è ä ì î ã ä æ ä Ù ï ä

-47% 
� á ß õ � Ü ð ß ð á ì Ù æ ä ì ï ç ä ì è æ ä ì Ù î ä ã ä

-46% 
� Ý Þ ß � õ á Ü û � ù � ý � Ý � Ý Þ � ì é å ä ì í æ ä ì î ä æ ä Ù Ù ä

-46% 
ö ß ù ô ð ß õ 	 ÷ ÷ ò Ü ì å æ ä ì í Ù ä ì Ù ã ä ì è ä Ù ç ä

-45% 
 á õ á à ÷ ø ì Ù æ æ ä ì Ù æ ä ì ç ã ä ì Ù ä í ä

-44% 
� á Þ ÷ Ü ù ß à á ý � á � ì ã é ä ì î í ä ì ç å ä ì ç ï ä ç Ù ä

-43% 
ö ÿ á ø ô à ß õ Ü ì í æ ä ì í ã ä ì ç Ù ä æ ä ã ä

-40% 
ú ÷ � ð � ß Þ á ý Ú  ú 
 Ü ì Ù æ æ ä ì Ù ç ä ì å ä ì Ù ä Ù ç ä

-37% Market -44% -54% -14% 0% 9% 

-35% 
ö ÷ Û Ü ð Þ Ý à ð ô ÷ Û ì è æ ä ì î æ ä ì î ã ä æ ä Ù è ä

-33% 
� ÷ ð á õ Ü û � á Ü ð � ý � á ô Ü Ý Þ á ì î å ä ì í è ä ì é ä æ ä ï ä

-31% 
� ð ô õ ô ð ô á Ü ì î ï ä ì î Ù ä ì ç î ä æ ä è ä

-21% 
� á ð ß ô õ ô Û ñ � Ü ù á à � ì ç ã ä ì î Ù ä ì å ä ì Ù å ä é ä

-20% 
� á ß õ ð ÿ à ß Þ á ú 
 Ü ì è í ä ì ã ä ì å ä ì Ù ä Ù è ä

-18% 
 ÷ � ß à à ÷ ì î Ù ä ì Ù å ä ì ã ä ì ã ä å ä

-18% 
� ÷ ÷ ò ý ú ð ß ù õ á Ü � á ð � ì Ù ã ä ì Ù Ù ä ì ç ã ä ì î ä Ù î ä

-17% 
� ÷ ÷ ò ì î Ù ä ì ç æ ä æ ä æ ä ï ä

-16% 
ê á 
 á Þ ß ñ á Ü ì ç î ä ì ç æ ä ì å ä ì Ù ä Ù æ ä

-16% 
� ÿ ß Þ ø ß ý ê ô ÷ ð á à ÿ ì ç Ù ä ì Ù í ä ì Ù ç ä æ ä å ä

-6% 
� � ö æ ä ì Ù ã ä ì è ä æ ä é ä

12-month trailing EPS in EUR, negative EPS are taken into account in this analysis, if EPS turns negative, we consider -100%, 12-month forward EPS 

growth, Source: MSCI, IBES, Datastream, SG Cross Asset Research/Equity Strategy 

# $% $& $' () (* (+ $, $- $ $- - $- # $
# $% $& $' () (* (+ $, $- $ $- - $- # $

, . , / , 0 , + , , $ $ $ - $ # $ % $ & $ . $ / $ 0 $ + $ , - $ - - - # - % - & - . - / - 0 - +
1 2 3 4 5 4 6 6 7 8 2 9 5 6 4 : 4 5 ; 9 3 2 < 7 6 9 4 56 = 2 > ? @ : 4 5 6 < 7 : 6 9 4 5 4 A B C D E F G = 9 : =G 7 ; 3 < 9 H 2 5 I J K 4 G 2 < : 4 L L 4 3 9 6 JM < 9 : 2 ; N

Relatively strong EPS contraction` 4 4 3 ; 7 < 2R S I 2 K 4 G 6 = 2 9 < B C D U a M 2 7 8 N
Relatively low EPS contraction 
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p U W X G W P [ H G [ G H M _ V _ G U M _ Q M \ O P L G W X G W I \ I U ] M T N G Q W M L G P L U I U ] N Q ^ Q H G N e N W X G \ P L J G W gs P N I Q P H H ^ V _ G Q M \ O P L G W X G Q P H G U Y P L Y P W G M T W X G N G Q W M L m Ì y O G P J W M W X G Q P H G U Y P L Y P W G M T W X G\ P L J G W m Ì y O G P J b U G ] P W I e G e P H h G I T W X G N G Q W M L O L G Q G Y G N W X G \ P L J G W V P O M N I W I e G e P H h G I T W X G N G Q W M LH P ] N W X G \ P L J G W f g F G P O O H ^ P N I \ I H P L P O O L M P Q X T M L N G Q W M L W L M h ] X N b I g G g I U O h W W I U ] W X G U h \ [ G L M T\ M U W X N L G H P W I e G W M \ P L J G W W L M h ] X f g
Have any sectors systematically preceded periods of market EPS contraction? 

 2001-04 2007-10 2011-14 Average 

EPS Peak Trough Peak Trough Peak Trough Peak Trough 

Market May-01 May-03 Jan-08 Dec-09 Nov-11 Dec-13   ü á ò ô ß ì í ì Ù ì Ù ç â í ì ã ì ç í
-6 ì í Þ ß Û Ü ù ÷ Þ ð ß ð ô ÷ Û ý ú 
 Ü ì Ù î ì Ù ç â î â ç ì å ì ç Ù
-4 ì é� ô 
 � � ô Û ß Û à ô ß õ Ü ì å â ç â Ù ì ã ì Ù æ ì Ù í
-4 ì íÚ Û Ü Ý Þ ß Û à á æ â ç ì Ù ì ç ì ï ì ç æ
-3 ì í� ÷ ð á õ Ü û � á Ü ð � ý � á ô Ü Ý Þ á ì å â å â å â è ì ï ì ç ç
-2 ì îö ÷ Û Ü ð Þ � ü ß ð á Þ ô ß õ Ü ì å ì Ù Ù â î â Ù æ ì è ì Ù é
-2 ì í� Ý Þ ß � õ á Ü û � ù � ý � Ý � Ý Þ � ì ç ì é ì î æ ì î ì ç Ù
-2 ì åê ß Û ë Ü æ ì Ù ì î â å ì è ì í
-2 

æ á à ÿ � � ß Þ ò � ß Þ á ý � � ð � ì ç ì Ù æ ì ã ì Ù â è ì ã -1 ì èú á ø ô ì à ÷ Û ò Ý à ð ÷ Þ Ü â Ù ì í ì å ì Ù â ç â è
-1 ì Ùö ÷ Û Ü ð Þ Ý à ð ô ÷ Û ì å ì Ù í â Ù ç â Ù æ ì ã â ç
0 ì Ù� á ð ß ô õ ô Û ñ � Ü ù á à � æ ì Ù é â ï ì î ì Ù æ ì ç í
0 ì Ù ç á õ á à ÷ ø ì Ù æ ì ç â ã ì ï â è â Ù ç
0 

æ� á ß õ � Ü ð ß ð á â é ì Ù ç ì í æ â ç â Ù æ
+1 ì Ùó ô õ ú á Þ 
 ô à á Ü â è ì Ù Ù â ï â Ù æ ì ã ì ç ç
+2 ì ãê á 
 á Þ ß ñ á Ü ì Ù î ì ç Ù â Ù î ì î â ï ì Ù Ù
+2 ì ïö ß ù ô ð ß õ 	 ÷ ÷ ò Ü â ç â Ù æ â ï ì Ù ì Ù ì Ù ï
+3 ì î ÷ � ß à à ÷ ì è ì ç è â é ì Ù ç â ï ì Ù æ
+3 ì Ù ç� á ß õ ð ÿ à ß Þ á ú 
 Ü â Ù ì í ì è ì Ù é â Ù ã æ
+3 ì ãö ÿ á ø ô à ß õ Ü ì î ì ï â Ù ç ì Ù â í ì ç
+4 ì î� � ö â Ù ì ç ç â ã ì í â Ù æ ì Ù æ
+4 ì ïü á ð ß õ Ü ý ü ô Û ô Û ñ ì Ù ì î â Ù î â è â ã æ
+5 

æú ÷ � ð � ß Þ á ý Ú  ú 
 Ü ì å ì ç â Ù ã â î â ï ì é
+5 ì ç� ÿ ß Þ ø ß ý ê ô ÷ ð á à ÿ â Ù å â å ì è ì Ù ç â é ì ç
+5 ì çó ô õ ý 	 ß Ü â í æ â ï â Ù æ â é â è
+6 â è� ÷ ÷ ò ý ú ð ß ù õ á Ü � á ð � â ç î â å â ï ì î ì ï ì Ù é
+6 ì è� á Þ ÷ Ü ù ß à á ý � á � â Ù è â å â Ù ã â Ù æ ì ç ì Ù è
+7 â Ù� ÷ ÷ ò ì å ì ç ç â Ù è ì è â ç ç ì Ù å +7 ì Ù Ù� Ý ð ÷ ý ö ÷ ø ù æ ì Ù ç â Ù ç æ â ç Ù â í
+8 ì ç� ð ô õ ô ð ô á Ü â Ù è â Ù â è ì ï â Ù î â Ù Ù
+8 â Ù

Months before (negative) or after (positive) market EPS peak. Peak represents market/sector EPS peak, Trough represents market/sector EPS trough, 

based on trailing EPS in EUR, Red and Blue cells in Average Peak columns indicate that sector has systematically preceded( red) or lagged (blue) the 

market peak. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy F G U M W G W X P W ° I U P U Q I P H N P U Y Í M U N h \ G L S I N Q L G W I M U P L ^ b G N O G Q I P H H ^ S h L P [ H G N V K O O P L G H N R v h k h L ^P U Y i G Y I P N G Q W M L N f m Ì y X P e G W G U Y G Y W M Q M U W L P Q W [ G T M L G W X G \ P L J G W G P L U I U ] N Q ^ Q H G Y h L I U ]O G L I M Y N M T G Q M U M \ I Q L G Q G N N I M U g c U W X G M W X G L X P U Y V c I H R x P N V  M h N G X M H Y P U Y Ì G L N M U P H Í P L Gb  Ì Í f V P U Y t W I H I W I G N N G Q W M L m Ì y N ^ N W G \ P W I Q P H H ^ O G P J G Y P T W G L W X G \ P L J G W M e G L W X G W X L G G O G L I M Y NN W h Y I G Y g

RED indicates EPS having peaked 

before the market  1 2 4 I ; 2 < H 2 6 = 7 6 F 4 H 2 < 6 = 2 K 7 ; 6 6 = < 2 2< 2 : 2 ; ; 9 4 5 ; F > O < 4 M 2 7 5 L 7 < 8 2 6 > ? @; 6 7 < 6 2 3 6 4 : 4 5 6 < 7 : 6 9 5 PB C C D Q C R : < 9 ; 9 ; Q d \ 7 J B C C DB C C U Q D C : < 9 ; 9 ; Q d e 7 5 B C C fB C D D Q D R : < 9 ; 9 ; Q d g 4 H B C D D\ 2 3 9 7 ; 2 : 6 4 < > ? @ ; J ; 6 2 L 7 6 9 : 7 K K J: 4 5 6 < 7 : 6 2 3 I 2 A 4 < 2 L 7 < 8 2 6 > ? @ 9 5 6 = 2K 7 ; 6 6 = < 2 2 < 2 : 2 ; ; 9 4 5 ; N Z = 2 J ; 6 7 < 6 2 3 6 4: 4 5 6 < 7 : 6 T L 4 5 6 = ; I 2 A 4 < 2 6 = 2 L 7 < 8 2 69 5 B C C D F D B L 4 5 6 = ; I 2 A 4 < 2 9 5 B C C f F7 5 3 E L 4 5 6 = ; I 2 A 4 < 2 9 5 B C D D N
BLUE indicates EPS having 

peaked after the market  
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Sector valuation, what is priced in? l G Q G U W _ G P J U G N N G N I U G Ø h I W ^ \ P L J G W N Q M h H Y I U Y I Q P W G W X P W W X G \ P L J G W I N P U W I Q I O P W I U ] P Q M U W L P Q W I M UI U m Ì y g Í M \ O P L I U ] W X G Q h L L G U W Ì ² m W M W X G P e G L P ] G Ì ² m N I U Q G ` " " i b j f V _ G T M h U Y P W W X P W P ` q aQ M U W L P Q W I M U I U m Ì y P W W X G \ P L J G W H G e G H _ M h H Y \ M e G [ P Q J W X G Q h L L G U W i y Í p m h L M O G Ì ² m M T ` i g ± kW M ` r g r k b I W N X I N W M L I Q P H P e G L P ] G f g
What is priced in? Looking at current vs historical P/E 

Sectors Current P/E 
Average trailing P/E 

since 1995* 

Delta 

(Premium / Discount) � á Þ ÷ Ü ù ß à á ý � á � ç è � Ù Ù é � ç
32% � ÷ ÷ ò ç î � í Ù ï � ï
18% ê á 
 á Þ ß ñ á Ü ç Ù � î Ù ï � è
10% ú ÷ � ð � ß Þ á ý Ú  ú 
 Ü ç ï � æ ç ã � å 9% ö ÷ Û Ü ð Þ � ü ß ð á Þ ô ß õ Ü Ù é � î Ù å � î
6% � Ý Þ ß � õ á Ü û � ù � ý � Ý � Ý Þ � Ù ï � ã ç æ � æ
-2% � ÷ ÷ ò ý ú ð ß ù õ á Ü � á ð � Ù å � ã Ù é � æ
-2% � á ß õ ð ÿ à ß Þ á ú 
 Ü ç è � î ç í � í
-4% � ÷ ð á õ Ü û � á Ü ð � ý � á ô Ü Ý Þ á Ù é � é Ù ï � é
-5% ö ÷ Û Ü ð Þ Ý à ð ô ÷ Û Ù è � ï Ù í � é
-6% ö ß ù ô ð ß õ 	 ÷ ÷ ò Ü Ù ã � é Ù é � í
-9% � á ð ß ô õ ô Û ñ � Ü ù á à � Ù é � ç Ù ï � é
-9% � ð ô õ ô ð ô á Ü Ù î � å Ù í � æ
-9% ö ÿ á ø ô à ß õ Ü Ù í � ï Ù å � ï
-11% � ÿ ß Þ ø ß ý ê ô ÷ ð á à ÿ Ù ï � î ç Ù � é
-12% � ô 
 � � ô Û ß Û à ô ß õ Ü Ù è � î Ù ã � Ù
-12% ú á ø ô ì à ÷ Û ò Ý à ð ÷ Þ Ü ç ã � æ ç ï � å -12% 

Market 15.2 17.7 -14% ó ô õ ý 	 ß Ü Ù î � ï Ù ã � ã -16%  á õ á à ÷ ø Ù í � é Ù ï � æ
-17% � á ß õ � Ü ð ß ð á Ù ã � è Ù ï � ï
-18% � � ö ç æ � å ç í � ã -19%  Þ ß Û Ü ù ÷ Þ ð ß ð ô ÷ Û ý ú 
 Ü Ù è � é Ù é � é
-21% Ú Û Ü Ý Þ ß Û à á Ù î � î Ù å � ï
-25%  ÷ � ß à à ÷ Ù Ù � é Ù í � ï
-26% ê ß Û ë Ü Ù æ � î Ù í � æ
-31% ü á ò ô ß Ù è � å ç Ù � å -32% ü á ð ß õ Ü ý ü ô Û ô Û ñ ï � í Ù í � ç
-38% � Ý ð ÷ ý ö ÷ ø ù ã � ã Ù î � è
-51% 

Oil Services Neg P/E 20.4 nm 

Tech. Hardware & Eqt. Neg P/E 25.5 nm 
* Average 12-month trailing P/E since 1995 excluding periods of negative P/Es or P/Es above 50x.  

Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy c U H ^ P X P U Y T h H M T N G Q W M L N P L G W L P Y I U ] P W P [ M e G W X G I L X I N W M L I Q P H P e G L P ] G b W X G W M O i N G Q W M L N I U W X GW P [ H G P [ M e G f V U M W P [ H ^ K G L M N O P Q G R S G T G U Q G N G Q W M L N V _ X I Q X I N Q h L L G U W H ^ W L P Y I U ] P W P n ± aO L G \ I h \ W M I W N X I N W M L I Q P H H G e G H M U P Ì ² m [ P N I N g c U W X G M W X G L X P U Y V N G e G L P H N G Q W M L N P L G W L P Y I U ] I Ue P H h G W G L L I W M L ^ P U Y P T G _ I U Y G G O e P H h G W G L L I W M L ^ N h Q X P N W X G K h W M \ M [ I H G N R Í M \ O M U G U W N N G Q W M Lb i ¯ a Y I N Q M h U W W M P e G L P ] G f V i G W P H N R i I U I U ] b n ! a Y I N Q M h U W f V i G Y I P b n ± a Y I N Q M h U W f P U Y W X Gs P U J I U ] N G Q W M L b n ` a Y I N Q M h U W f g

Expensive sectors: a slight 

discount or even a premium vs the 

historical average P/E _ O < < 2 5 6 K J 6 = 2 L 7 < 8 2 6 9 ; 6 < 7 3 9 5 W 7 6 7? k > 4 A D T N B l F G = 9 : = 9 ; D R S I 2 K 4 G= 9 ; 6 4 < 9 : 7 K 7 H 2 < 7 W 2 4 A D U N U l N
Value sectors: a sizeable discount 

vs the historical average P/E
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Sector matrix: EPS cycle & P/E valuation Í L M N N I U ] M h L T I L N W W P [ H G M U m Ì y N G Q W M L N I \ O P Q W Y h L I U ] L G Q G N N I M U N b m Z P k I N f _ I W X M h L W X I L Y W P [ H G M UÌ ² m e P H h P W I M U b n Z P k I N f V _ G M [ W P I U W X G \ P W L I k [ G H M _ g p U W X G [ M W W M \ Z H G T W Z X P U Y Q M L U G L _ G T I U Y o P H h GP U Y Q ^ Q H I Q P H N G Q W M L N N h Q X P N K h W M \ M [ I H G N R Í M \ O M U G U W N V i G W P H N R i I U I U ] V s P U J N V p U N h L P U Q G VP U Y p L P U N O M L W P W I M U R y G L e I Q G N V _ X I H G I U W X G W M O Z L I ] X W Z X P U Y Q M L U G L _ G X P e G Y G T G U N I e G [ h WG k O G U N I e G N G Q W M L N b ° M M Y R y W P O H G N l G W P I H I U ] V s G e G L P ] G N P U Y ° M M Y f gÏ ¹ · ¹ ´ ¹ ¸ Ã » ¶ ¹ ´ Ä µ ´ º ¼ ½ ¸ ³ ¹ Î ´ ¼ ¸ ³ µ ¿ ¿ ¹ µ ¸ ¸ ¹ Å µ ´ » Õ ¹ Å Ç q Õ µ Å ½ ¹ Ô Î ¼ Ã ¿ µ ¸ ¹ · ´ ¼ ´ Ä ¹ » ¸ Ä » ³ ´ ¼ ¸ » Î µ Å Å Ç Ã ¼ · ¹ ¸ µ ´ ¹G P L U I U ] N Y G Q H I U G N I U P Y M _ U W h L U V U P \ G H ^ r Ì X P L \ P Q G h W I Q P H N R s I M W G Q X U M H M ] ^ V  M h N G X M H Y RÌ G L N M U P H x M M Y N V p M [ P Q Q M P U Y i G Y I P g
Sector Matrix: Historical EPS moves in downturns vs current P/E valuation (relative to history) 

Analysis based on EPS contraction over the last three periods of recession / Valuation based on current P/E vs historical average Technology Hardware and Oil & Services sectors are both cyclicals, 

however current negative P/E is not meaningful for valuation, Source: SG Cross Asset Research/Equity Strategy 

Scoring methodology: 

High/Moderate EPS contraction (market average EPS contraction = -37%): ú à ÷ Þ ô Û ñ ì ç ì Ù â Ù â ç� � ú à ÷ Û ð Þ ß à ð ô ÷ Û � s ì í í ä ì í í ä s � s ü ß Þ ë á ð ü ß Þ ë á ð s � s ì ç æ ä � s ì ç æ ä
Source: SG Cross Asset Research/ Equity Strategy 

Value/Expensive (current market P/E vs historical average = -14%): ú à ÷ Þ ô Û ñ ì ç ì Ù â Ù â çö Ý Þ Þ á Û ð � t � 
 Ü ÿ ô Ü ð ÷ Þ ô à ß õ ß 
 ñ � � s ì ç æ ä ì ç æ ä s � s ü ß Þ ë á ð ü ß Þ ë á ð s � s ì é ä � s ì é ä
Source: SG Cross Asset Research/Equity Strategy 
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Relative performance since January 2018 

Oil & Gas  Oil Services  Chemicals 

Construction Materials Steel, Metals & Mining Aerospace & Defence

Construction Capital Goods Transportation & Services

Automobiles & Components Durables, Apparels & Luxury Hotels, Restaurant & Leisure

Media Retailing (Specialised) Food, Staples & Retailing 
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Relative performance since January 2018 
Beverages  Food Products  Tobacco 

Household & Personal Products  Pharmaceuticals & Biotechnology  Health Care Equipment & Services 

Banks  Diversified Financials  Insurance 

Real Estate  Software & IT Services  Technology Hardware & Equipment 

Semi-Conductors  Telecommunication Services  Utilities 
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Top & Bottom five in terms of sectors valuation 

 

Top five 12m forward P/E ratios relative to MSCI Europe since January 2018 

12m forward P/E ratio rebased in 01/01/2017. Source: MSCI, IBES, Datastream, SG Cross Asset Research/Equity Strategy 

Bottom five 12m forward P/E ratios relative to MSCI Europe since January 2018 

12m forward P/E ratio rebased in 01/01/2017. Source: MSCI, IBES, Datastream, SG Cross Asset Research/Equity Strategy 
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Valuation (1) 

There are many ways to capture equity valuation. Here we look at price to book value and compare it to profitability. Several sectors 

still harbour the potential to drive the European market valuation and profitability higher. These include financial sectors, such as 

Banks and Insurance, all of which are at the bottom left of the second chart below. Compared to their historical price to book values, 

Durables & Apparel looks expensive, while Banks looks attractive. 

Price to book value (PBV) 

Price to book value = current price / current book value. Blue = current, orange = market, grey high = historical average + 1 standard deviation, grey low = historical average – 1 standard deviation. 

Historical average since 01/01/95. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Price to book value (PBV) versus return on equity (RoE) 

Return on equity = 12m trailing earnings/current book value; blue = current, orange = market. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Valuation (2) 

Another classical valuation measure is the price-to-earnings ratio (12-month forward or cyclically adjusted). The Food sector is 

trading at demanding levels compared to its historical price-earnings ratio range. Automobiles appear relatively attractive. Our tools 

also highlight value in Oil & Gas and Metals & Mining. 

Price-to-earnings ratio – 12-month forward P/E 

Price-to-earnings ratio = current price / 12m forward earnings. Blue = current, orange = market, grey high = historical average + 1 standard deviation, grey low = historical average – 1 standard 

deviation. Historical average since 01/01/95. Source: IBES,MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Cyclically adjusted price-to-earnings ratio (CAPE) 

Cyclically adjusted price-to-earnings ratio = current price / 10y moving average earnings; blue = current, orange = market. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

m no po qo ro ms tq pq qq rq mq n

m no po qo ro ms tq pq qq rq mq n u v w x y z { | x } ~ ~ � � � ~ { | x� � � � � � � � � � �
� � � � � � � � � � �

� � �� �� �� �� �� �� �

�� �� �� �� �� �� �� �
� � � � � �

� � � � � � �   � ¡ � � � � ¢ � �   �



 b c d e f g h f i j k l d

é ê ë ì í î ï ð î ñ é ò ê ó ô £

Dividend 

Starving for yield? All the European equity sectors offer a dividend yield above the current 10y German bond yield (0.4%). Ten equity 

sectors in Europe even offer a dividend yield of over 4% (see first chart below), and most of them have a sustainable payout ratio 

(second chart below). Real Estate, Telecom and Utilities are paying out more than 70% of their earnings, whereas the Automobile 

sector is paying only 27% of its earnings despite an attractive yield of 4.0%. 

Dividend yield – 12-month forward 

Dividend yield = 12-month forward dividend per share / current price. Blue = current, orange = market, grey high = historical average + 1 standard deviation,  

grey low = historical average – 1 standard deviation. Historical average since 01/01/95. Source: IBES,MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Payout ratio – 12-month forward 

Payout ratio = 12-month forward dividend per share/12-month forward earnings per share; blue = current, orange = market, grey high = historical average + 1 standard deviation,  

grey low = historical average – 1 standard deviation. Historical average since 01/01/95. Source: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Risks  

To take advantage of a bull/bear market, investors can increase/decrease the average beta of their portfolios. Automobiles, Metals 

& Mining and Oil services have the highest betas, while Food, Food Retailing and Tobacco have the lowest. However, high-beta 

sectors are also often the most volatile (i.e. the riskiest), as shown in the second chart below. 

Beta 

Beta relative to European equity market and based on 2 years’ weekly data; blue = current, orange = market. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Beta versus historical volatility 

Beta relative to European equity market; beta and volatility based on 2 years’ weekly data; blue = current, orange = market. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Momentum 

The trend is your friend. Earnings revisions can act as either a tailwind or a headwind for stock prices. Currently, eight sectors have 

seen upward revisions. Analysts have slashed their 12-month forward earnings expectations on the Automobile, Construction 

Materials and Transportation sectors.  

Earnings momentum 

Earnings momentum =3 months’ change in 12-month forward earnings per share; blue = current, orange = market. Source: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Price momentum versus earnings momentum  

 
Price momentum = 3-month change in Total Earnings (dividend reinvested); Earnings momentum = 3-month change in 12-month forward EPS; blue = current, orange = market.  

Source: MSCI, IBES, Datastream, SG Cross Asset Research/Equity Strategy 
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Profitability 

Valuation and profitability are often highly correlated (see chart in valuation section), with valuations rising as profitability increases. 

Profitability can be measured by return on equity (first chart below) or by EBITDA margins (second chart below). The European 

Technology Hardware sector has a poor score on both measures. Pharmaceuticals generate high profitability levels. 

Return on equity 

Return on equity = 12m trailing earnings/book value; blue = current, orange = market, grey high = historical average + 1 standard deviation, grey low = historical average – 1 standard deviation; 

Tobacco out of scale (RoE = 53%, average +1SD= 47.9%, average-1SD = 33.2%). Historical average since 01/01/95. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

EBITDA margin 

EBITDA = Earnings before interest, taxes, depreciation and amortisation; EBITDA margin = EBITDA/Sales; blue = current, orange = market. 

Source: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Growth 

It is easier for a sector or stock to beat consensus expectations if expectations are low. Below, we look at 3-year forward earnings 

growth (based on IBES consensus data). We already expect eight sectors to generate double-digit earnings growth (on average) 

and we do not expect any sectors to contract over the next three years. The second chart below highlights long-term implied 

earrings growth, as derived from the Gordon Shapiro model.  

3 year forward earnings growth (annualised) 

Compounded average growth rate of earnings for the next 3 years (IBES data); blue = current, orange = market, grey = 10-year growth; 10-year growth out of range: Tech. Hardware (-12%), 

Construction Mat. (-5%), Banks (-8%), Oil Services (39%), Div Financials (-1%), Real Estate (-0.3%). Source: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Long-term implied earnings growth (as derived from Gordon Shapiro model) 

Long-term implied growth = Sector Beta * Equity Risk Premium + 10y bond yield – 12-month forward dividend yield; blue = current, orange = market;  

Source: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Balance sheet 

Highly leveraged sectors (such as Telecom, Utilities, and Tobacco) could be under pressure if bond yields increase. On the opposite 

end of the spectrum, sectors with strong balance sheets (low gearing, high cash positions) could be tempted to implement more 

shareholder-friendly policies (dividends, share buybacks, M&A etc.). The balance-sheet ratio below does not apply to Financials. 

Gearing ratio 

Gearing ratio = net debt / EBITDA; net debt = total debt – cash; EBITDA = Earnings before interest, taxes, depreciation and amortisation; blue = current, orange = market excluding financial sectors. 

Source: Worldscope, Datastream, SG Cross Asset Research/Equity Strategy 

Cash to market capitalisation 

Cash: money available for use in the normal operations of the company. It is the most liquid of all of the company's assets; blue =current, orange = market excluding financial sectors. 

Source: Worldscope, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Consensus 

It is rarely a good sign when analysts’ ratings converge. Below, we measure the quantity of Buys, Holds and Sells (weighted by 

market cap.) in each sector. The consensus is particularly positive on Construction, Semis and Oil & Gas, whereas analysts are very 

cautious on Transportation, Food Retailing and Health Care Equipment. The second chart below highlights consensus agreement 

on forward earnings (convergence of views on consumer sectors). 

Percentage of Buys/Holds/Sells 

Percentage weighted by market capitalisation, based on IBES data; blue = Buy, Brown = Hold, Grey = Sell. Source: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Standard deviation of 12-month forward earnings per share 

Historical average since 01/01/95. Source: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Equity derivatives (Vincent Cassot, � � � � � � � � � � � � 	 � 
 � � � � � � � 	 
, +33 1 42 13 59 55) 

The charts below show average 3-month ATM implied volatilities and 3-month 90%-110% implied skew (the difference between 

Put and Call prices) for STOXX sector components, and their historical richness (5-year percentile). For volatility: volatility has picked 

up compared to last quarter with the Financial Services, Basic Resources, Media and retail sectors all trading at higher volatilities 

(and percentiles compared to history). The Banks sector remains on ‘inexpensive’ percentiles despite a pick-up in absolute volatility.  

For skew: skew (difference between Puts and Calls volatility) has also moved higher across all sectors. Media skew remains at the 

highest levels of the last five years, suggesting significant demand for puts (compared to calls) on stocks. Healthcare and Travel & 

Leisure are some of the sectors with elevated skew. Finally, skew on the Food & Beverages sector has also increased significantly 

compared to last quarter, suggesting increased investor apprehension. 

Implied volatility by sector (average of components) and historical richness (STOXX sectors) 

Source: SG Cross Asset Research/Derivatives 

Implied skew per sector (average of components) and its historical richness (STOXX sectors) 

Source: SG Cross Asset Research/Derivatives 
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Spider web: methodology & scoring system 

We have designed a brand new proprietary scoring system nicknamed “Spider web” to provide a comprehensive sector overview 

in just one image. With this approach, we look at each sector and assign a score to each of the following eight characteristics 

(growth, profitability, risk, contrarian, value, dividend, balance sheet, momentum). The higher the scores (see the table below), the 

larger the size of the web and the more attractive the sector. How well a sector scores on any given characteristic (e.g. risk) depends 

on how the sector ranks on two underlying criteria (e.g. beta and volatility).The two underlying criteria are different for each of the 

eight characteristics. 

For each characteristic, we apply 2 criteria (with the exception of “Value”, for which we apply 3) 

Characteristi

cs 

Criteria Characteristics Criteria 

Growth Þ ß à á â ã ä å ã æ â ã ç á â ã è é è ê ë ê ã å æ ì í Value î ï ã ã á è ì ð ã é ñ á ì å ò å å ó ô â õ ï áö ÷ ß à á â ã í é ë ì å ã é ñ â õ á â ã è é è ê ëê ã å æ ì í ö ø ß ù å è ì í ä å ã æ â ã ç ð ã é ñ á á â ã è é è ê ë ã â ì é åî à ñ õ é ñ â õ õ à â ç ú ï ë ì á ç ð ã é ñ á á â ã è é è ê ë û î ü ý þ ÿ
Profitabilit

y 

î ï ã ã á è ì ã á ì ï ã è å è á � ï é ì à Dividend 
ö ø ß ù å è ì í ä å ã æ â ã ç ç é ô é ç á è ç à é á õ çî ï ã ã á è ì þ � � � � ü ù â ã ê é è ö ÷ ß à á â ã í é ë ì å ã é ñ â õ ç é ô é ç á è ç à é á õ ç

Risk 
ø ß à á â ã ò á ì â Balance 

Sheet 

� á ì ç á ò ì � þ � � � � ü û ê á â ã é è ê ÿø ß à á â ã í é ë ì å ã é ñ â õ ô å õ â ì é õ é ì à î â ë í � ù â ã ó á ì ñ â ð é ì â õ é ë â ì é å è û õ é � ï é ç é ì à ÿ
Contrarian � å ä � á õ õ ã â ì é è ê ë é è ì í á ë á ñ ì å ã Momentum Þ ß ù å è ì í ñ í â è ê á é è ö ø ß ù å è ì í ä å ã æ â ã ç á â ã è é è ê ë� å ä è å è ß � ï à ã â ì é è ê ë é è ì í áë á ñ ì å ã Þ ß ù å è ì í ð ã é ñ á ð á ã ä å ã ù â è ñ á

Source: SG Cross Asset Research / Equity Strategy 
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Source: SG Cross Asset Research/Equity Strategy  

Spider web: an example 

Source: SG Cross Asset Research/Equity 

Strategy 
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Integrated Oil Companies (Overweight)  

Strong fundamentals but oil price remains key – The Oil & Gas sector is down 3% over the last three months, in line with the Brent 

price in euro. Despite outperforming the market by 12% ytd, valuations remain attractive with a dividend yield of 5.3% while earnings 

momentum remains in positive territory, helping the payout ratio to normalise (73%e). We don’t expect oil prices to rise significantly 

from current levels, but we like the sector for its sound balance sheets and rising profitability. We have a Hold recommendation on 

Shell (38% of the index weight) and a Buy on BP and Total (both 20% of the index weight). 

Key indicators  Spider Web  Relative performance 

Oil & Gas þ ï ã å ð áÞ ù ð á ã ä å ã ù â è ñ á -3% ß . �ö ø ù ð á ã ä å ã ù â è ñ á 9% ß Þ �ø ÷ ö * à á â ã ß á è ç ý � þ 11.6 
ö Þ H .ö ø ù ä å ã æ â ã ç ý � þ 10.0 
ö ø H /ý ã é ñ á ì å ò å å ó ô â õ ï á 1.4 

ö H )? á ì ï ã è å è þ � ï é ì à 10% 
ö ö �� é ô é ç á è ç à é á õ ç 5.3% Þ H ) �ý â à å ï ì ã â ì é å 73% 

. ) �ø ÷ ö * þ ý � ê ã å æ ì í 41% 
* �ø ÷ ö 0 þ ý � ê ã å æ ì í 18% 
0 �ø ÷ ø ÷ þ ý � ê ã å æ ì í 2% 
* �� á ì â 0.90 

ö H ÷ ÷
  blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

Absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to-book value/RoE 

Absolute (red) & relative (grey, rhs)  Grey = Europe. RoE = 12-month trailing earnings/ book value  Square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (78% in total): Royal Dutch Shell (38%), BP (20%), Total (20%). 
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Oil Services (Neutral) 

Despite the rise in oil prices in recent years, profitability remains weak – Despite stronger fundamentals and attractive valuations, 

we have long been Neutral on the sector, and remain so given still-poor profitability and our preference for the sound balance sheets 

of IOCs. High-double-digit consensus EPS growth expectations could be at risk from downward revisions (2018-19-20 at 

respectively +30%, +28%, and +23%). Risks remain high given a beta of 1.3x; we continue to prefer IOCs. 

Key indicators  Spider Web  Relative performance 

Oil 

Services 
þ ï ã å ð áÞ ù ð á ã ä å ã ù â è ñ á -7% ß . �ö ø ù ð á ã ä å ã ù â è ñ á -1% ß Þ �ø ÷ ö * à á â ã ß á è ç ý � þ 18.4 

ö Þ H .ö ø ù ä å ã æ â ã ç ý � þ 14.7 
ö ø H /ý ã é ñ á ì å ò å å ó ô â õ ï á 1.4 

ö H )? á ì ï ã è å è þ � ï é ì à -5% 
ö ö �ç é ô é ç á è ç à é á õ ç 3.2% Þ H ) �ý â à å ï ì ã â ì é å nm 

. ) �ø ÷ ö * þ ý � ê ã å æ ì í 30% 
* �ø ÷ ö 0 þ ý � ê ã å æ ì í 28% 
0 �ø ÷ ø ÷ þ ý � ê ã å æ ì í 23% 
* �� á ì â 1.31 

ö H ÷ ÷
 Blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

Absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 

Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 2 weight in index (100% in total): Tenaris (53%), Wood Group (John) (47%). 
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Chemicals (Neutral) 

Ticking the right boxes, but not ‘cheap’ – The sector has been performing in line with the market over the last 3 months and 12 

months, in line with our Neutral stance. We like the sector’s late-cyclical exposure but we remain cautious from a valuation point of 

view as doubts on the sustainability of earnings are rising, especially for the more cyclical names (see � � 	 
 ). Earnings momentum 

has moved to negative territory.  

Key indicators  Spider Web  Relative performance 

Chemicals � �  � � �� � � �  � �  � � � � � -5% � � �� � � � �  � �  � � � � � -4% � � �� � � � � � �  � � � �  ! � 15.5 
� � " �� � � � �  # �  �  ! � 14.6 
� � " $  % � � & � ' � � ( ) � * � � 2.6 

� " +, � & �  � � � � - � % & �
16% 

� � �. % ) % � � � � � % � * �
2.8% 

� " + � � � � � &  � & % � 45% � + �� � � � �  / 0  � # & 1 0% 
� �� � � 2 �  / 0  � # & 1 7% 
2 �� � � � �  / 0  � # & 1 9% 
� �3 � & �

1.15 
� " � �

 Blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

Absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

Absolute (red) & relative (grey, rhs)  Grey = Europe. RoE = 12-month trailing earnings/ book value  Square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (46% in total): BASF (22%), Air Liquide (16%), Givaudan (7%). 
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Construction Materials (Neutral) 

Cyclical and weak balance sheets – We are turning more cautious on the sector as consensus EPS expectations continue to be 

revised down with room for further downgrades from currently ambitious levels for 2019 (+15% yoy) and 2020 (+12%). Low credit 

ratings compared to the rest of the market (67% rated BBB) and dollar sensitivity are medium-term headwinds in our view. We 

move to Neutral from Overweight as valuation has reached a six year low on 11.4x forward P/E. We rate ß à á  Buy and â ã ä ã å æ ç á è � é � ê  

Sell (respectively 42% and 38% of index weight). 

Key indicators  Spider Web  Relative performance 

Construction 

Materials 
� �  � � �� � � �  � �  � � � � � -8% � � �� � � � �  � �  � � � � � -18% � � �� � � � � � �  � � � ë  ! � 13.0 

� � " �� � � � ì  # �  ë  ! � 11.4 
� � " $  % � � & ì ' ì ì ( ) � í � � 1.1 

� " +, � & �  � ì � � - � % & î 6% 
� � �. % ) % ë � � ë î % � í ë

3.4% 
� " + � � î ì � &  � & % ì 62% � + �� � � � �  / 0  ì # & 1 -3% 

� �� � � ï �  / 0  ì # & 1 15% 
ï �� � � � �  / 0  ì # & 1 12% 
� �3 � & �

1.20 
� " � �

 Blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

Absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

Absolute (red) & relative (grey, rhs)  Grey = Europe. RoE = 12m trailing earnings/ book value  Square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

  
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (96% in total): CRH (42%), LafargeHolcim (38%), Heidelbergcement (17%). 
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Steel, Metals & Mining (Overweight) 

Recovering from negative trade war impact – Newsflow on the Metals & Mining sector has peaked since the US imposed import 

tariffs on steel and aluminium. The sector has started to recover slightly on a relative basis, outperforming the market by 3% over 

the last quarter despite a lower LME index (-4% in €). We remain positive on the sector on the back of attractive valuation metrics 

(forward P/E at 5y low of 9.2x, relatively attractive 4.7% cons. div yield), low cs EPS growth expectations (-3% 2019, -2% 2020), 

rising profitability (ROE 15%) and a potential steel shortage in China (more � ç � ã � � � ). 

Key indicators  Spider Web  Relative performance 

Metals & Mining � � � ì �  ¡ ¢ �   � £ ì � ¢ ¤ ¥ ¦   -2% § ¨ ©ª « ¢ �   � £ ì � ¢ ¤ ¥ ¦   -1% § ¡ ©« ¬ ª  ®   ¤ � §   ¥ ë ¯ ° � 8.9 
ª ¡ ± ¨ª « ¢ £ ì � ² ¤ � ë ¯ ° � 9.2 
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ª ± º»   µ � � ¥ ì ¥ � ¼ � ´ µ ®
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 Blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

Absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

Absolute (red) & relative (grey, rhs)  Grey = Europe. RoE = 12-month trailing earnings/ book value.  Square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 

Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (65% in total): Rio Tinto (26%), Glencore (21%), BHP Billiton (19%).
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Aerospace & Defense (Overweight) 

Cyclical but historically lagging the economic cycle – The second best performing sector YTD at +11% (+16% relative to market). 

While we are turning more cautious in our sector allocation, we note that over the past decade the sector (especially civil) has 

become much less cyclical owing to the greater geographical diversity of the customer base and the order backlog. Moreover 

defense spending remains on an upward trajectory. Although valuations for both Aero and Defence are at historic highs (= limited 

upside from further multiple expansion), a positive outlook for earnings and cash should support the sector.  

Key indicators  Spider Web  Relative performance 

Aero.& Def. } ~ � � � �� � � � � � � � � � � � � -8% � � �� � � � � � � � � � � � � � 13% � � �� � � � � � � � � � � � � � } 20.3 
� � � �� � � � � � � � � � � � } 16.9 
� � � �� � � � � � � � � � � � � � ~ � 4.9 

� � �� � � ~ � � � � } � ~ � � �
20% 

� � �  � � � � � � � ¡ � � � �
1.8% 

� � � �� � � � ~ � � � � � � 44% � � �� � � � } � ¢ £ � � � � ¤ 2% 
� �� � � ¥ } � ¢ £ � � � � ¤ 22% 
¥ �� � � � } � ¢ £ � � � � ¤ 19% 
� �¦ � � �

1.08 
� � � �

 Blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

Absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

Absolute (red) & relative (grey, rhs)  Grey = Europe. RoE = 12-month trailing earnings/ book value.  Square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (70% in total): Airbus (35%), Safran (23%), BAE Systems (12%). 
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Construction (Neutral) 

Mixed readings – The sector has performed in line with the market in the past quarter. 2019 EPS cs growth expectations were 

revised up following 2018 earnings downgrades. At 13.4x the forward P/E is back at its five years low. We favour the French 

construction names , but this is balanced by peripheral stocks which we expect to weigh on performance. We reiterate our Neutral 

stance.  

Key indicators  Spider Web  Relative performance 

Construct. } ~ � � � �� � � � � � � � � � � � � -5% � � �� � � � � � � � � � � � � � -5% � � �� � � � � � � � � � � � � � } 15.2 
� � � �� � � � � � � � � � � � } 13.4 
� � � �� � � � � � � � � � � � � � ~ � 2.4 

� � �� � � ~ � � � � } � ~ � � �
16% 

� � �  � � � � � � � ¡ � � � �
3.6% 

� � � �� � � � ~ � � � � � � 54% � � �� � � � } � ¢ £ � � � � ¤ 3% 
� �� � � ¥ } � ¢ £ � � � � ¤ 15% 
¥ �� � � � } � ¢ £ � � � � ¤ 9% 
� �¦ � � �

1.12 
� � � �

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (60% in total): Vinci (34%), Assa Abloy (13%), Saint Gobain (13%). 
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Capital Goods (Underweight) 

An expensive cyclical sector  – Most cyclical sectors and sectors with high emerging market (EM) exposure are now trading at 

significant discounts to the market. The Capital Goods sector, which is both cyclical and EM exposed, is not ‘cheap’ on 14.0x 12m 

cs forward P/E, well above the market on 12.4x. 

Key indicators  Spider Web  Relative performance 

Capital 

Goods 
} ~ � � � �� � � � � � � � � � � � � -9% � � �� � � � � � � � � � � � � � -6% � � �� � � � � � � � � � � � � � } 15.7 

� � � �� � � � � � � � � � � � } 14.0 
� � � �� � � � � � � � � � � � � � ~ � 2.7 

� � �� � � ~ � � � � } � ~ � � �
16% 

� � �  � � � � � � � ¡ � � � �
2.8% 

� � � �� � � � ~ � � � � � � 46% � � �� � � � } � ¢ £ � � � � ¤ 6% 
� �� � � ¥ } � ¢ £ � � � � ¤ 12% 
¥ �� � � � } � ¢ £ � � � � ¤ 10% 
� �¦ � � �

1.19 
� � � �

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (37% in total): Siemens (19%), Schneider Electric (9%), ABB (9%). 
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Transportation & Services (Underweight)  

Lack of catalyst – The sector has not benefited from lower oil prices, continuing its downward trend at -5% over the past three 

months. While cs P/B has fallen to 2.0x, it still trades at a premium to the market on 1.7x. Earnings momentum has failed to bottom 

out, while cs 2019 EPS growth expectations at 20% yoy are relatively high and could be at risk of downgrades. We remain 

Underweight on this cyclical sector while Brexit remains a concern as the eventual outcome could disrupt the European market. 

Key indicators  Spider Web  Relative performance 

Transport. 

& Services 
} ~ � � � �� � � � � � � � � � � � � -10% � � �� � � � � � � � � � � � � � -14% � � �� � � � � � � � � � � � � � } 15.8 

� � � �� � � � � � � � � � � � } 13.4 
� � � �� � � � � � � � � � � � � � ~ � 2.0 

� � �� � � ~ � � � � } � ~ � � �
13% 

� � �  � � � � � � � ¡ � � � �
3.4% 

� � � �� � � � ~ � � � � � � 50% � � �� � � � } � ¢ £ � � � � ¤ -10% 
� �� � � ¥ } � ¢ £ � � � � ¤ 20% 
¥ �� � � � } � ¢ £ � � � � ¤ 13% 
� �¦ � � �

0.89 
� � � �

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (30% in total): RELX (13%), Deutsche Post (10%), Experian (7%). 
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Automobiles & Components (Overweight) 

Worst case scenario appears priced in –  The sector has been at the centre of many concerns recently: environmental regulation in Europe 

(WLTP), US/China trade tensions, auto cycle in the US and China, competition from news entrants (Google, Tesla…), Brexit, etc. However, 

it looks as if the worst is already priced in with the sector is trading on 6.2x cs 12 month forward P/E, close to historical lows. 

Key indicators  Spider Web  Relative performance 

Auto. & 

Comp. 
} ~ � � � �� � � � � � � � � � � � � -12% � � �� � � � � � � � � � � � � � -17% � � �� � � � � � � � � � � � � � } 6.8 

� � � �� � � � � � � � � � � � } 6.2 
� � � �� � � � � � � � � � � � � � ~ � 1.0 

� � �� � � ~ � � � � } � ~ � � �
15% 

� � �  � � � � � � � ¡ � � � �
4.0% 

� � � �� � � � ~ � � � � � � 27% � � �� � � � } � ¢ £ � � � � ¤ -4% 
� �� � � ¥ } � ¢ £ � � � � ¤ 10% 
¥ �� � � � } � ¢ £ � � � � ¤ 6% 
� �¦ � � �

1.30 
� � � �

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (50% in total): Daimler (22%), Volkswagen (15%), BMW (13%). 
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Durables, Apparels & Luxury (Underweight) 

Downgrade from Neutral to Underweight – The sector has underperformed the market over the last three months. While valuation 

has moved down recently, earnings momentum is also declining. The sector’s cyclicality and high beta make it vulnerable to macro 

concerns and/or a market sell-off. We downgrade our sector weighting from Neutral to Underweight. 

Key indicators  Spider Web  Relative performance 

Durables 

& 

Apparels 

| } ~ � � �� � � � ~ � � ~ � � � � �
-10% � � �� � � � � ~ � � ~ � � � � �
1% � � �� � � � � � � ~ � � � � � � |
17.7 

� � � �� � � � � ~ � � ~ � � � |
16.2 

� � � �� ~ � � � � � � � � � � � � } �
3.7 

� � �� � � } ~ � � � | � } � � �
19% 

� � �� � � � � � � �   � � � �
2.5% 

� � � �� � � � } � ~ � � � �
49% � � �� � � � | � ¡ ¢ ~ � � � £
20% 

� �� � � ¤ | � ¡ ¢ ~ � � � £
10% 

¤ �� � � � | � ¡ ¢ ~ � � � £
10% 

� �¥ � � �
0.99 

� � � �
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (53% in total): LVMH (27%), Adidas (14%), Richemont (12%). 
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Hotels, Restaurants & Leisure (Underweight) 

Disruptive changes – Despite recent underperformance, the sector is still trading at expensive levels on 3.4x price to book value vs 

1.7x for the market and 15.8x 12m forward P/E vs 12.1x. We remain Underweight as the sector is heavily exposed to UK names 

(70%+ of the index weight) while also facing tough competition and disruption from new entrants like Airbnb. 

Key indicators  Spider Web  Relative performance 

Hotels & 

Restaura

nts 

| } ~ � � �� � � � ~ � � ~ � � � � �
-6% � � �� � � � � ~ � � ~ � � � � �
-3% � � �� � � � � � � ~ � � � � � � |
17.3 

� � � �� � � � � ~ � � ~ � � � |
15.8 

� � � �� ~ � � � � � � � � � � � � } �
3.4 

� � �� � � } ~ � � � | � } � � �
18% 

� � �� � � � � � � �   � � � �
2.7% 

� � � �� � � � } � ~ � � � �
51% � � �� � � � | � ¡ ¢ ~ � � � £
6% 

� �� � � ¤ | � ¡ ¢ ~ � � � £
10% 

¤ �� � � � | � ¡ ¢ ~ � � � £
9% 

� �¥ � � �
0.70 

� � � �
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

�
absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

pvalue  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (50% in total): Compass Group (30%), Whitbread (10%), Carnival (10%). 
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Media (Neutral) 

Cyclical but valuation are becoming attractive –– The sector has performed in line with the market over the last three months (-5%) 

and we remain Neutral given: 1) a higher EUR/USD; and 2) a sector adjusting to digital advertising and new entrants – Google and 

Facebook account for 75% of digital advertising and 30% of total advertising spend. Valuation multiples have come down 

significantly but we do not see any catalysts for the sector to outperform while earnings momentum is negative. 

Key indicators  Spider Web  Relative performance 

Media 
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� � �� � � � � � � �   � � � �
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� � � �� � � � } � ~ � � � �
58% � � �� � � � | � ¡ ¢ ~ � � � £
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5% 

¤ �� � � � | � ¡ ¢ ~ � � � £
7% 

� �¥ � � �
0.86 

� � � �
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (47% in total): Vivendi (23%), WPP (13%), Publicis (11%). 
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Retailing (Specialized) (Underweight) 

Bottoming up but EPS momentum remains negative – The sector has outperformed the market by 3% over the last three months 

but we remain cautious on a sector facing competition from global online retailers such as Amazon which are investing aggressively 

to win market share. Earnings momentum remains in negative territory, while the payout ratio is on an upward trend (74%), breaking 

above its long-term average of c. 60%. 

Key indicators  Spider Web  Relative performance 

Retailing 

(specialised) 
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-9% � � �� � � � � � � ~ � � � � � � |
17.3 
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� � �� � � � � � � �   � � � �
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� � � �� � � � } � ~ � � � �
74% � � �� � � � | � ¡ ¢ ~ � � � £
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� �� � � ¤ | � ¡ ¢ ~ � � � £
9% 

¤ �� � � � | � ¡ ¢ ~ � � � £
7% 

� �¥ � � �
0.87 

� � � �
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (73% in total): Inditex (40%), H&M (20%), Next (12%). 

¦ § ¨ © ª « ¬ § ¨  ® ª ¯ ° ® ± ® ª ²³ ´ µ ¶· ¸ ¹ º » ¼ » ´ ¼ ¹½ ¯ ± ¾ ¿À ´ Á ´ Â Ã ¹ ÂÄ ¼ Å ¼ ¹ Æ ÃÇ « ¿ ¿ ªÈ ¸ É Ã ¹ º Ê É
" �# �Ù ÚÛ Û ÚÛ � Ú� " �� # �

" �# �Ù ÚÛ Û ÚÛ � Ú� " �� # �
Ù Ü Ú Ú Ú Ü Û Ú Û Ü

� 4 H
 6 �	 4 7	 4 8
 6 �
G	 �	 8	 H� �� �� �

� � � 	 � % � 5 � ! � � 	 	 	 % 	 5 	 ! 	 � dleÞ
Û fh h

dleÞ
Û fh h

Û Ü Û Ý Û e Û Þb ` h Þb ` b `b ` h lb ` h m � � �� � �� !  � ß  Ú  � �
� � �� � �� !  � ß  Ú  � �

Û Û Û ß Û � Û ! Û Ü Û à Û � Û á Û Ùâ ã ä å ä æ ç è ç é ê ë ì ë ã å
í î ä æ ç è ç é ê ë ì ë ã å

 ¬ ï« ¬ ®« ¬ ²´ ° µ´ ° ±´ ° ³¹ ° ´
 «®¹±·¶    ®  »  ²  ï «  « ® « » « ² « ï " �� � �Û Ü  � � �ß Ü  

" �� � �Û Ü  � � �ß Ü  
Ú Ú Ú ß Ú ! Ú à Ú á Û Ú Û ß Û ! Û à Û á ¯ ° ·® ¬ ¸¹ ° ·± ° ·¸ ¬ ¸

¯ ° ·® ¬ ¸¹ ° ·± ° ·¸ ¬ ¸
¯ ± ð ¯ ¶ ð ¯ ³ ð ´ µ ð ´ ´ ð ´ ± ð

ñ ò ó
ô õ ö

` aÝ f gc ` ad ` ae f gh ` ` a
h aÝ g÷ ac ak gd a

` ` ` b ` c ` d ` m h ` h b h c h d h m µ ð«  ø´ µ ð¹ µ ð»  ø
µ ð«  ø´ µ ð¹ µ ð»  ø

ù ú µ ´ µ ú ¯ ´ ¯ ú Ý ÷ ûù ú èá ÷ Ýá ÷ Ü
Ý ÷ ûù ú èá ÷ Ýá ÷ Ü

é ç ù ù ù å ù à ù é ß ä ß æ ß è



 b c d e f g h f i j k l d

m r r s t u v w x y w z r { s q

Foods, Staples & Retailing (Neutral) 

Time to reweight the sector –  We have probably reached a floor in terms of earnings and some food retailers such as Carrefour 

and Ahold are taking appropriate measures to adapt to the structural shift in the sector (shifting to online, entry of Tech companies). 

For the time being, the worst appears to be in the past but we expect no real improvement in fundamentals in the coming six months 

(inflation, volume, price competition). We move our sector stance from Underweight to Neutral. 

Key indicators  Spider Web  Relative performance 

Food & 

Staples Ret. 

| } ~ � � �� � � � ~ � � ~ � � � � �
0% � � �� � � � � ~ � � ~ � � � � �
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� � �� � � � � � � �   � � � �
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� � � �� � � � } � ~ � � � �
51% � � �� � � � | � ¡ ¢ ~ � � � £
11% 

� �� � � ¤ | � ¡ ¢ ~ � � � £
12% 

¤ �� � � � | � ¡ ¢ ~ � � � £
9% 

� �¥ � � �
0.63 

� � � �
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (70% in total): Ahold Delhaize (30%), Tesco (28%), Carrefour (12%). 
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Beverages (Underweight) 

Weak balance sheets and expensive – Beverages is one of the most geared sectors following recent acquisitions, and also one of 

the most expensive. EPS momentum is going south, while ABInbev’s recent dividend cut should add some risk premia. Underweight 

reiterated. 

Key indicators  Spider Web  Relative performance 

Beverage 
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� � �� � � � � � � �   � � � �
2.7% 
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¤ �� � � � | � ¡ ¢ ~ � � � £
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� �¥ � � �
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� � � �
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (72% in total): Diageo (35%), AB Inbev (23%), Heineken (14%). 
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Food Products (Neutral) 

Defensive but expensive – While the sector has outperformed the market by 10% over the last quarter, valuation has also increased 

significantly especially on a relative basis. Trading on 21.5x forward P/E, the sector is back at an historical high on a relative basis. 

Sector performance is highly dependent on Nestlé (70% of the index), on which we have a Hold rating given our sceptical view of 

the group’s 2020 organic sales growth target ( ¢ £ ¤ ¥ ). 

Key indicators  Spider Web  Relative performance 

Food 

products 

| } ~ � � �� � � � ~ � � ~ � � � � �
5% � � �� � � � � ~ � � ~ � � � � �
7% � � �� � � � � � � ~ � � � � � � |
23.3 

� � � �� � � � � ~ � � ~ � � � |
21.5 

� � � �� ~ � � � � � � � � � � � � } �
4.0 

� � �� � � } ~ � � � | � } � � �
17% 

� � �� � � � � � � �   � � � �
2.7% 

� � � �� � � � } � ~ � � � �
63% � � �� � � � | � ¡ ¢ ~ � � � £
8% 

� �� � � ¤ | � ¡ ¢ ~ � � � £
9% 

¤ �� � � � | � ¡ ¢ ~ � � � £
9% 

� �¥ � � �
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� � � �
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (87% in total): Nestle (71%), Danone (12%), Kerry Group (4%). 
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Tobacco (Neutral) 

Regulatory headwinds – The sector has materially underperformed the market (-18% over the last 12 months) and may start to look 

attractive on valuation (11x 12m forward P/E) as well as on the defensiveness of the business (low beta). The main issue is on the 

regulatory front, such as the FDA’s recent announcement on flavoured tobacco (see � � � � ). Neutral weighting reiterated. 

Key indicators  Spider Web  Relative performance 

Tobacco � � � � � 	
 � � 	 � � � � �  � � 	 -13% � � �� � � � 	 � � � � �  � � 	 -21% � 
 �� � � � � 	  � � 	 � � � � � 11.7 
� 
 � �� � � � � � �  � � � � � 11.0 
� � � �� � � � 	 � �  � � ! "  # � 	 1.7 

� � $% 	 � � � � � � � & � � � �
14% 

� � �' � " � � 	 � � ( � 	 # �
4.8% 


 � $ ��  � � � � �  � � � 56% � $ �� � � � � � ) * � � � � + 2% 
� �� � � , � � ) * � � � � + 7% 
, �� � � � � � ) * � � � � + 8% 
� �- 	 � 

0.64 
� � � �

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (100% in total): British American Tobacco (71%), Imperial Brands (23%), Swedish Match (6%). 
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Household & Personal Products (Overweight) 

Defensive and exposed to Asian growth – HPC sector earnings proved very resilient during previous recessions. The sector trailing 

P/E ratio is currently below its long-term average. Most HPC companies have strong balance sheets (Beauty stronger than 

Household) so should not suffer unduly from rising interest rates. Currently Beauty is enjoying an acceleration in demand, driven in 

particular by Asia, prestige products and skincare. We upgrade the sector to Overweight from Underweight. We have Buy rating on Ð � � � Ñ Ò Ñ Ó , Ô Õ Ö × Ø Ù Ú , and Û Ñ Ü � � Ý Ý Þ Ñ � Ü � � ß Ñ Ó à  which combined account for 83% of the MSCI HPC index. 

Key indicators  Spider Web  Relative performance 

HPC � � � � � 	
 � � 	 � � � � �  � � 	 -3% � � �� � � � 	 � � � � �  � � 	 0% � 
 �� � � � � 	  � � 	 � � � � � 20.5 
� 
 � �� � � � � � �  � � � � � 19.1 
� � � �� � � � 	 � �  � � ! "  # � 	 5.1 

� � $% 	 � � � � � � � & � � � �
25% 

� � �' � " � � 	 � � ( � 	 # �
2.6% 


 � $ ��  � � � � �  � � � 54% � $ �� � � � � � ) * � � � � + 3% 
� �� � � , � � ) * � � � � + 8% 
, �� � � � � � ) * � � � � + 10% 
� �- 	 � 

0.72 
� � � �

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12m trailing earnings/ book value.  square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (83% in total): Unilever (47%), L'Oreal (18%), Reckitt Benckiser (17%). 
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Pharmaceuticals & Biotechnology (Overweight) 

Strong balance sheets at attractive prices –  Pharmaceuticals is one of our preferred sectors in Europe: strong balance sheets, 

attractive valuation multiples, defensive characteristics. The sector has performed well this year. The split US congress could be a 

positive; no news is good news for the sector. 

Key indicators  Spider Web  Relative performance 

Pharma & 

biotech 
� � � � � 	
 � � 	 � � � � �  � � 	 1% � � �� � � � 	 � � � � �  � � 	 10% � 
 �� � � � � 	  � � 	 � � � � � 15.4 

� 
 � �� � � � � � �  � � � � � 14.4 
� � � �� � � � 	 � �  � � ! "  # � 	 3.3 

� � $% 	 � � � � � � � & � � � �
17% 

� � �' � " � � 	 � � ( � 	 # �
3.2% 


 � $ ��  � � � � �  � � � 62% � $ �� � � � � � ) * � � � � + 1% 
� �� � � , � � ) * � � � � + 8% 
, �� � � � � � ) * � � � � + 9% 
� �- 	 � 

1.01 
� � � �

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value. 

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (48% in total): Novartis (20%), Roche (18%), Sanofi (10%). 
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Health Care Equipment & Services (Underweight) 

Scoring poorly on all metrics – While Pharmaceuticals & Biotech is our most favoured defensive sector, we remain shy of Health 

Care Equipment & Services, which has underperformed by 5% over the last quarter as earnings momentum heads south. Valuation 

multiples have been coming down too, but the sector remains among the most expensive on 19.3x cs forward P/E and 3.1x P/B. 

We have Hold recommendations on Y Z [ \ [ ] ^  and _ ^ ^ [ \ ` a \ b c ` d d [ e f  (20% and 16% of the index by weight).  

Key indicators  Spider Web  Relative performance 

Health 

care eqts 

g h i j k lm n k l i o j i n p q r l
-10% s t uv w n k l i o j i n p q r l
-1% s m uw x v y z l p i s l q { | } g
22.0 

v m ~ tv w n o j i � p i { | } g
19.3 

v w ~ �| i � r l � j � j j � � p � h l
3.1 

v ~ �� l � h i q j q g � h � � z
13% 

v v u� � � � { l q { � � l � {
1.6% 

m ~ � u| p z j h � i p � � j
40% t � uw x v y g | � � i j � � �
-1% 

y uw x v � g | � � i j � � �
15% 

� uw x w x g | � � i j � � �
12% 

y u� l � p
0.98 

v ~ x x
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value. 

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (51% in total): Koninklijke Philips (20%), Essilorluxottica (16%), Fresenius (15%). 
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Banks (Overweight) 

Waiting for the ECB –  The European banking sector has been under pressure from political gridlock (Brexit, Italy…). Any positive 

news on that front would help the sector to recover from current lows (8.5x 12m P/E). The sector is also still suffering from low 

interest rates – SG’s scenario is for an ECB hike in September. 

Key indicators  Spider Web  Relative performance 

Banks 
g h i j k lm n k l i o j i n p q r l

-7% s t uv w n k l i o j i n p q r l
-16% s m uw x v y z l p i s l q { | } g

8.9 
v m ~ tv w n o j i � p i { | } g

8.5 
v w ~ �| i � r l � j � j j � � p � h l

0.7 
v ~ �� l � h i q j q g � h � � z

7% 
v v u� � � � { l q { � � l � {

5.5% 
m ~ � u| p z j h � i p � � j

57% t � uw x v y g | � � i j � � �
10% 

y uw x v � g | � � i j � � �
4% 

� uw x w x g | � � i j � � �
8% 

y u� l � p
1.12 

v ~ x x
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (37% in total): HSBC (20%), Banco Santander (9%), BNP Paribas (7%). 
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Diversified Financials and Investment Banks (Neutral) 

Downgrade to Neutral We downgrade our sector stance from Overweight to Neutral given earnings sensitivity to the cycle and 

current valuation multiples which are not particularly attractive relative to the past. Earnings momentum remains in negative territory 

and regulation risk remains an issue. 

Key indicators  Spider Web  Relative performance 

Div. 

Fin & IB 
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v ~ x x
 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value. 

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (40% in total): UBS (19%), Credit Suisse (12%), Deutsche Boerse (9%). 
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Insurance (Overweight) 

Our most favoured Financial sub-sector – Back in September we increased our allocation to the Insurance sector, making it our 

largest overweight stance (see \ [ � � ). The sector has continued to outperform over the last three months (+7%), while earnings 

momentum remains positive. The sector is still trading in deep value territory on 9.5x forward P/E and 1.2x P/B while offering a 5.0% 

prospective dividend yield. We trim our overweight stance as we shape a more defensive portfolio. 

Key indicators  Spider Web  Relative performance 

Insurance 
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 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (40% in total): Allianz (19%), Prudential (11%), Axa (10%). 
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Real Estate (Underweight) 

At risk from rising bond yields and Brexit – The sector has outperformed the market modestly YTD (+3%) on the back of lower bond 

yields.  Nonetheless, we still expect a rise in bond yields to put the sector under pressure. Also, an attractive 4.6% dividend yield 

could be at risk given an increasing payout ratio (currently 76%). Brexit puts the UK Real Estate sector at risk (especially London 

offices), hence some consolidation could materialise in this market. We reiterate our preference for eurozone names ( y z { | } ~ � ), 

especially stocks linked to Germany and Spain.  

Key indicators  Spider Web  Relative performance 
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 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 

Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (54% in total): Unibail-Rodamco (21%), Vonovia (19%), Deutsche Wohnen (14%). 
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Software & IT Services (Neutral) 

Some qualities but expensive –  Software & IT Services ranks 27 out of 30 sectors on our scorecard. We like CRM market growth, 

consolidation in cloud applications and growing cybersecurity, but the sector now appears richly valued on 20x 12m forward P/E. 

High beta makes the sector vulnerable to any market correction. We move from Overweight to Neutral on the sector. 

Key indicators  Spider Web  Relative performance 
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& IT Svs 
� � � � � �� � � � � � � � � � � � � -7% � � �� � � � � � � � � � � � � � 2% � � �� � � � � � � � � � � � � � � 22.1 

� � � �� � � � � � � � � � � � � 19.8 
� � � �� � � � � � � � � � � � � � � � 4.3 

� �  ¡ � � � � � � � � ¢ � � � �
15% 

� � �£ � � � � � � � ¤ � � � �
1.4% 

� �   �� � � � � � � � � � � 41% �   �� � � � � � ¥ ¦ � � � � § 4% 
� �� � � ¨ � � ¥ ¦ � � � � § 12% 
¨ �� � � � � � ¥ ¦ � � � � § 10% 
� �© � � �

1.13 
� � � �

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value. 

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (65% in total): SAP (42%), Amadeus IT Group (14%), Wirecard (9%). 
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Technology Hardware & Equipment (Underweight) 

We close our position on the sector – . We are closing our Overweight stance on Technology Hardware & Equipment, which has 

been the best performing sector in Europe YTD (+28% outperformance). We realign our sector view, moving to Underweight to 

reflect our concerns with Nasdaq. SG’s technical analyst thinks the US tech index could see its correction extended and possibly 

fall by 11% to 6171. 

Key indicators  Spider Web  Relative performance 

Tech. 

Hardware 
� � � � � �� � � � � � � � � � � � � 8% � � �� � � � � � � � � � � � � � 29% � � �� � � � � � � � � � � � � � � 24.9 

� � � �� � � � � � � � � � � � � 18.0 
� � � �� � � � � � � � � � � � � � � � 2.3 

� �  ¡ � � � � � � � � ¢ � � � �
nm 

� � �£ � � � � � � � ¤ � � � �
2.4% 

� �   �� � � � � � � � � � � nm 
�   �� � � � � � ¥ ¦ � � � � § -12% 

� �� � � ¨ � � ¥ ¦ � � � � § 42% 
¨ �� � � � � � ¥ ¦ � � � � § 22% 
� �© � � �

1.14 
� � � �

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value. 

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (94% in total): Nokia (42%), Ericsson (35%), Hexagon (17%). 
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Semi-conductors (Overweight) 

Under extreme pressure from trade tensions –  Like their Global peers, European Semiconductor stocks have been under extreme 

pressure this year from escalating trade tension between the US and China. This has pushed the 12month relative forward P/E close 

to historical lows despite positive earnings momentum. Any easing of trade tensions would support the sector. 

Key indicators  Spider Web  Relative performance 

Semis ª « ¬  ® ¯° ± ® ¯ ¬ ²  ¬ ± ³ ´ µ ¯ -16% ¶ · ¸¹ º ± ® ¯ ¬ ²  ¬ ± ³ ´ µ ¯ -14% ¶ ° ¸º » ¹ ¼ ½ ¯ ³ ¬ ¶ ¯ ´ ¾ ¿ À ª 17.1 
¹ ° Á ·¹ º ± ²  ¬ Â ³ ¬ ¾ ¿ À ª 14.9 
¹ º Á Ã¿ ¬ Ä µ ¯ Å  Æ   Ç È ³ É « ¯ 3.3 

¹ Á ÊË ¯ Å « ¬ ´  ´ ª Ì « Ä Å ½
13% 

¹ ¹ ¸Í Ä È Ä ¾ ¯ ´ ¾ Î Ä ¯ É ¾
1.1% 

° Á Ê ¸¿ ³ ½  « Å ¬ ³ Å Ä  30% · Ê ¸º » ¹ ¼ ª ¿ Ï Ð ¬  Â Å Ñ 17% 
¼ ¸º » ¹ Ò ª ¿ Ï Ð ¬  Â Å Ñ 16% 
Ò ¸º » º » ª ¿ Ï Ð ¬  Â Å Ñ 15% 
¼ ¸Ó ¯ Å ³

1.24 
¹ Á » »

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (92% in total): ASML Holding (54%), NXP Semiconductors (20%), Infineon (18%). 

Ô Õ Ö × Ø Ù Ú Õ Ö Û Ü Ø Ý Þ Ü ß Ü Ø àá â ã äå æ ç è é ê é â ê çë Ý ß ì íî â ï â ð ñ ç ðò ê ó ê ç ô ñõ Ù í í Øö æ ÷ ñ ç è ø ÷
ù úû üý üþ úÿ ÿ ú� � ü� û ü� ý ü

ù úû üý üþ úÿ ÿ ú� � ü� û ü� ý ü
ú ù ú � ú � ú þ ÿ ÿ ÿ ù ÿ � ÿ � ÿ þ

� � �� � �� � �	 � 		 � 

� �� �	 �	 � �� �� �

� � � � � � � � � � � � � � � � � �� �� �� �� �� �� �� �� �� �
� �� �� �� �� �� �� �� �� �� �

� � � � � � � �
� � � �� � � �� � � �� � �  ! 7 , 5- 2 0 1! 6 , 50 13 0 14 , 5

! 7 , 5- 2 0 1! 6 , 50 13 0 14 , 5
6 6 6 4 6 7 6 8 6 9 6 : 6 ; 6 < 6 => ? @ A @ B C D C E F G H G ? A

I J K L M N M O P Q R Q S T

Z X"̂[̀Z X"̂[̀ Z ^ Z ` Z a Z b X X X ^ X ` X a X b # $ % &' () ' (* ' (+ % &
# $ % &' () ' (* ' (+ % &

, , % $ % + % - % . % , $ $ $ + $ - $ . $ , Z Y `X Y ZX Y `" Y Z] V /0 V U0 V /_ V U[ Y `` Y Z
Z Y `X Y ZX Y `" Y Z] V /0 V U0 V /_ V U[ Y `` Y Z

1 X ` 2 1 X Z 2 1 ` 2 Z 2 ` 2 X Z 2 X ` 2 " Z 2 " ` 2 ^ Z 2
3 4 5

6 7 8

� 9: � ;� � 9
 � 9< � ;� � � 9
� 9� = � ;� ;� �  9	 9

�  � > � ? � � � @ �  � > A BC D EF D EG D EH D EI A BJ A BK A B
A BC D EF D EG D EH D EI A BJ A BK A B

A L A M A I A K A N L L L M L I L K L N � � �� � �� � 	� � �� � 
� � �	 � �	 � 	
� � �� � �� � 	� � �� � 
� � �	 � �	 � 	

� � � � � � � � � � � � � � � � � � � �



 � O ö ÷ ø ù ú ø û ü � � ö

¨ P � � �   ¡ ¢ £ ¤ ¢ ¥ � ¦ � §

Telecommunication Services (Underweight) 
One of our least favoured sector – We remain firm ‘sellers’ of Telecoms (250bp underweight), which continue to score poorly on our 

metrics. The sector has recently outperformed amid the market sell-off but weak balance sheets and extremely high payout ratios 

coupled to falling earnings momentum is clearly not an incentive to reweight the sector. 

Key indicators  Spider Web  Relative performance 

Telecom ª « ¬  ® ¯° ± ® ¯ ¬ ²  ¬ ± ³ ´ µ ¯ -2% ¶ · ¸¹ º ± ® ¯ ¬ ²  ¬ ± ³ ´ µ ¯ -8% ¶ ° ¸º » ¹ ¼ ½ ¯ ³ ¬ ¶ ¯ ´ ¾ ¿ À ª 13.4 
¹ ° Á ·¹ º ± ²  ¬ Â ³ ¬ ¾ ¿ À ª 12.5 
¹ º Á Ã¿ ¬ Ä µ ¯ Å  Æ   Ç È ³ É « ¯ 1.4 

¹ Á ÊË ¯ Å « ¬ ´  ´ ª Ì « Ä Å ½
9% 

¹ ¹ ¸Í Ä È Ä ¾ ¯ ´ ¾ Î Ä ¯ É ¾
5.7% 

° Á Ê ¸¿ ³ ½  « Å ¬ ³ Å Ä  90% · Ê ¸º » ¹ ¼ ª ¿ Ï Ð ¬  Â Å Ñ -9% 
¼ ¸º » ¹ Ò ª ¿ Ï Ð ¬  Â Å Ñ 8% 
Ò ¸º » º » ª ¿ Ï Ð ¬  Â Å Ñ 9% 
¼ ¸Ó ¯ Å ³

0.88 
¹ Á » »

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (51% in total): Deutsche Telekom (19%), Vodafone (18%), Telefonica (14%). 
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Utilities (Underweight) 
Time to trim our Underweight – We trim our Underweight stance on the sector. Sector earnings are proving relatively robust 

compared to the rest of the market and beta is a healthy 0.8. The sector’s defensive appeal has helped it slightly outperform this 

year. However, it remains highly driven by German bond yield swings, balance sheets are among the most leveraged and earnings 

momentum remains negative.  

Key indicators  Spider Web  Relative performance 

Utilities ª « ¬  ® ¯° ± ® ¯ ¬ ²  ¬ ± ³ ´ µ ¯ 1% ¶ · ¸¹ º ± ® ¯ ¬ ²  ¬ ± ³ ´ µ ¯ 0% ¶ ° ¸º » ¹ ¼ ½ ¯ ³ ¬ ¶ ¯ ´ ¾ ¿ À ª 13.4 
¹ ° Á ·¹ º ± ²  ¬ Â ³ ¬ ¾ ¿ À ª 12.8 
¹ º Á Ã¿ ¬ Ä µ ¯ Å  Æ   Ç È ³ É « ¯ 1.5 

¹ Á ÊË ¯ Å « ¬ ´  ´ ª Ì « Ä Å ½
11% 

¹ ¹ ¸Í Ä È Ä ¾ ¯ ´ ¾ Î Ä ¯ É ¾
5.2% 

° Á Ê ¸¿ ³ ½  « Å ¬ ³ Å Ä  71% · Ê ¸º » ¹ ¼ ª ¿ Ï Ð ¬  Â Å Ñ 0% 
¼ ¸º » ¹ Ò ª ¿ Ï Ð ¬  Â Å Ñ 6% 
Ò ¸º » º » ª ¿ Ï Ð ¬  Â Å Ñ 8% 
¼ ¸Ó ¯ Å ³

0.79 
¹ Á » »

 blue = quality, red = value – far from centre = the best  Relative data= relative to Europe in euro and total return 

12m forward P/E ratio  Earnings per share  Earnings momentum 

absolute (red) & relative (grey, rhs)  IBES consensus  3m change in 12m forward EPS 

Price to book value  Return on equity  Price to book value/RoE 

absolute (red) & relative (grey, rhs)  grey = Europe. RoE = 12-month trailing earnings/ book 

value. 

 square = current, grey = 10Y history, triangle=10Y average 

Dividend yield & payout ratio (shadow)  Volatility  Beta 

 
Relative data= relative to European market. Performance in euro and total return (dividend reinvested).100=01/01/1995. Return on equity = 12-month trailing earnings/ book value.  

Dividend yield= trailing dividend/ share price. Volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Top 3 weight in index (38% in total): Iberdrola (14%), Enel (13%), National Grid (11%). 
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Relative performance since January 2018 

Austria  Belgium  Denmark 

Finland  France  Germany 

Ireland  Italy  Netherlands 
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Sweden  Switzerland  United Kingdom 
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Key indicators (1) 
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Price to book ratio value  Price to book value versus return on equity 

Price to book value = current price / current book value. Blue = current, orange square = 

Europe, grey high = historical average + 1 standard deviation, grey low = historical average – 1 

standard deviation. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

 Price to book value = current price / current book value. Return on equity = 12m trailing 

earnings/ book value; blue = current, orange square = Europe Source: MSCI, Datastream, SG 

Cross Asset Research/Equity Strategy 

Price-to-earnings ratio – 12 months forward (P/E)  Price-to-earnings ratio – 10 years cyclically adjusted (CAPE) 

Price-to-earnings ratio = current price / 12m forward earnings, Blue = current, orange square = 

Europe, grey high = historical average + 1 standard deviation, grey low =historical average – 1 

standard deviation. Source: IBES, MSCI, Datastream, SG Cross Asset Research/Equity 

Strategy 

 Cyclically adjusted price-to-earnings ratio = current price / 10 years moving average earnings. 

Blue bars= current, orange line = Europe; 

Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Dividend yield – 12 months forward  12M forward dividend yield versus 10Y government bond 

yield  

Dividend yield = current price / 12m forward dividend per share. Blue = current, orange square 

= Europe, grey high = historical average + 1 standard deviation, grey low =historical average – 

1 standard deviation. Source: IBES, MSCI, Datastream, SG Cross Asset Research/Equity 

Strategy 

 Dividend yield = current price / 12m forward dividend per share. Current 10 years domestic 

government bond yield. Blue = current, orange  square= Europe; Source: IBES, MSCI, 

Datastream, SG Cross Asset/Equity Strategy 
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Key indicators (2) 

The European crisis has created discrepancy among European assets & � � � � � � � � � � � ' � � � � � " � � � , � � � � � � � " � � � � � # 	 � � � �� � � � �  � % � � � � & � � � � � � � � � � � ( 
 � " � � � � � � � � � � � � � � � � � � � � � � � � � � % � � � � � � � � � �   � � � � � #
10-year government bond yield  10-year government bond yield vs return on equity 

Current 10 years domestic government bond yield. Blue bars= current, orange line = Europe;  

Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

 Current 10 years domestic government bond yield. Return on equity = 12m trailing earnings/ 

book value; blue = current, orange square = Europe 

Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Equity risk premium  Volatility  

Equity risk premium calculation based on SG proprietary methodology (see Risk Premium in 

Pictures). Blue bars = current, orange line = Europe; Source: Datastream, SG Cross Asset 

Research/Equity Strategy 

 Volatility based on 2 years’ weekly data; blue bars= current; orange line = Europe 

Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

European currency exchange (SG expectation)  Sector biases (right = concentrated markets) 

Source: SG Cross Asset Research/Economics  Three biggest sector weights and others. On the left, the most diversified equity market (in 

terms of sector exposure), on the right the most concentrated. Source: MSCI, Datastream, SG 

Cross Asset Research/Equity Strategy 
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Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 
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12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Eurozone   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 
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12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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United States  

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 
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12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Global Emerging Markets 

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 
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12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Austria   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Austria û ü ý þ ÿ �� � ÿ � ý � þ ý � � � � � -3% � � 	
 � � ÿ � ý � þ ý � � � � � -10% � � 	 � � � 
 � � � û 9.4 

 � � �
 � � � þ ý � � ý � � � û 8.9 

 � � �� ý � � � � þ � þ þ � � � � ü � 1.3 


 � �� � � ü ý � þ � û � ü � � � 13% 

 
 	 � � � � � � � � � � � � 3.3% 

� � � 	� � � þ ü � ý � � � þ 32% � � 	� � 
 � û � ! " ý þ � � # 5% 
� 	� � 
 $ û � ! " ý þ � � # 7% 
$ 	� � � � û � ! " ý þ � � # 5% 
� 	% þ � � � � � � � � 18% 
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12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 

relative (grey, rhs) 

 Return on equity (grey = European 

market) 

 Price to book value / RoE (blue = current 

grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Belgium   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Belgium û ü ý þ ÿ �� � ÿ � ý � þ ý � � � � � -12% � � 	
 � � ÿ � ý � þ ý � � � � � -19% � � 	 � � � 
 � � � û 15.4 

 � � �
 � � � þ ý � � ý � � � û 14.3 

 � � �� ý � � � � þ � þ þ � � � � ü � 1.8 


 � �� � � ü ý � þ � û � ü � � � 11% 

 
 	 � � � � � � � � � � � � 3.8% 

� � � 	� � � þ ü � ý � � � þ 63% � � 	� � 
 � û � ! " ý þ � � # 2% 
� 	� � 
 $ û � ! " ý þ � � # 9% 
$ 	� � � � û � ! " ý þ � � # 8% 
� 	% þ � � � � � � � � 14% 
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12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Denmark   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Denmark û ü ý þ ÿ �� � ÿ � ý � þ ý � � � � � -3% � � 	
 � � ÿ � ý � þ ý � � � � � -6% � � 	 � � � 
 � � � û 17.2 

 � � �
 � � � þ ý � � ý � � � û 16.3 

 � � �� ý � � � � þ � þ þ � � � � ü � 3.5 


 � �� � � ü ý � þ � û � ü � � � 19% 

 
 	 � � � � � � � � � � � � 2.5% 

� � � 	� � � þ ü � ý � � � þ 47% � � 	� � 
 � û � ! " ý þ � � # 1% 
� 	� � 
 $ û � ! " ý þ � � # 6% 
$ 	� � � � û � ! " ý þ � � # 11% 
� 	% þ � � � � � � � � 16% 
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12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 

relative (grey, rhs) 

 Return on equity (grey = European 

market) 

 Price to book value / RoE (blue = current 

grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Finland   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Finland û ü ý þ ÿ �� � ÿ � ý � þ ý � � � � � -3% � � 	
 � � ÿ � ý � þ ý � � � � � 5% � � 	 � � � 
 � � � û 16.6 

 � � �
 � � � þ ý � � ý � � � û 14.9 

 � � �� ý � � � � þ � þ þ � � � � ü � 2.3 


 � �� � � ü ý � þ � û � ü � � � 10% 

 
 	 � � � � � � � � � � � � 4.3% 

� � � 	� � � þ ü � ý � � � þ 98% � � 	� � 
 � û � ! " ý þ � � # -4% 
� 	� � 
 $ û � ! " ý þ � � # 13% 
$ 	� � � � û � ! " ý þ � � # 9% 
� 	% þ � � � � � � � � 16% 
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12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 

relative (grey, rhs) 

 Return on equity (grey = European 

market) 

 Price to book value / RoE (blue = current 

grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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France   

  Sector breakdown (% market cap.)  Relative performance (in total returns) 

France û ü ý þ ÿ �� � ÿ � ý � þ ý � � � � � -5% � � 	
 � � ÿ � ý � þ ý � � � � � -3% � � 	 � � � 
 � � � û 13.6 

 � � �
 � � � þ ý � � ý � � � û 12.4 

 � � �� ý � � � � þ � þ þ � � � � ü � 1.6 


 � �� � � ü ý � þ � û � ü � � � 10% 

 
 	 � � � � � � � � � � � � 3.3% 

� � � 	� � � þ ü � ý � � � þ 51% � � 	� � 
 � û � ! " ý þ � � # 10% 
� 	� � 
 $ û � ! " ý þ � � # 10% 
$ 	� � � � û � ! " ý þ � � # 9% 
� 	% þ � � � � � � � � 14% 


 � 	
     

12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Germany   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Germany û ü ý þ ÿ �� � ÿ � ý � þ ý � � � � � -6% � � 	
 � � ÿ � ý � þ ý � � � � � -12% � � 	 � � � 
 � � � û 12.7 

 � � �
 � � � þ ý � � ý � � � û 11.4 

 � � �� ý � � � � þ � þ þ � � � � ü � 1.6 


 � �� � � ü ý � þ � û � ü � � � 11% 

 
 	 � � � � � � � � � � � � 3.2% 

� � � 	� � � þ ü � ý � � � þ 45% � � 	� � 
 � û � ! " ý þ � � # -2% 
� 	� � 
 $ û � ! " ý þ � � # 11% 
$ 	� � � � û � ! " ý þ � � # 9% 
� 	% þ � � � � � � � � 14% 


 � 	
     

12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Ireland  

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Ireland û ü ý þ ÿ �� � ÿ � ý � þ ý � � � � � -9% � � 	
 � � ÿ � ý � þ ý � � � � � -11% � � 	 � � � 
 � � � û 14.0 

 � � �
 � � � þ ý � � ý � � � û 13.3 

 � � �� ý � � � � þ � þ þ � � � � ü � 1.6 


 � �� � � ü ý � þ � û � ü � � � 10% 

 
 	 � � � � � � � � � � � � 2.1% 

� � � 	� � � þ ü � ý � � � þ 34% � � 	� � 
 � û � ! " ý þ � � # -2% 
� 	� � 
 $ û � ! " ý þ � � # 6% 
$ 	� � � � û � ! " ý þ � � # 11% 
� 	% þ � � � � � � � � 15% 


 � 	
     

12m forward P/E ratio (absolute (blue) & 

relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 

forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Italy   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Italy û ü ý þ ÿ �� � ÿ � ý � þ ý � � � � � -7% � � 	
 � � ÿ � ý � þ ý � � � � � -14% � � 	 � � � 
 � � � û 10.6 

 � � �
 � � � þ ý � � ý � � � û 9.6 

 � � �� ý � � � � þ � þ þ � � � � ü � 1.1 


 � �� � � ü ý � þ � û � ü � � � 10% 

 
 	 � � � � � � � � � � � � 4.4% 

� � � 	� � � þ ü � ý � � � þ 48% � � 	� � 
 � û � ! " ý þ � � # na 
� 	� � 
 $ û � ! " ý þ � � # 12% 
$ 	� � � � û � ! " ý þ � � # 7% 
� 	% þ � � � � � � � � 17% 


 � 	
     

12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Netherlands   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Netherlands ð ñ ò ó ô õö ÷ ô õ ò ø ó ò ÷ ù ú û õ -5% ü ý þÿ � ÷ ô õ ò ø ó ò ÷ ù ú û õ -4% ü � þ� � � � ÿ � � � ð 15.1 
ÿ ö � �ÿ � ÷ ø ó ò 	 ù ò 
 � � ð 13.9 
ÿ � � ý� ò � û õ � ó  ó ó � � ù � ñ õ 2.0 

ÿ � �� õ � ñ ò ú ó ú ð � ñ � � � 12% 
ÿ ÿ þ� � � � 
 õ ú 
 � � õ � 
 3.0% 

ö � � þ� ù � ó ñ � ò ù � � ó 50% � � þ� � ÿ � ð � � � ò ó 	 � � 4% 
� þ� � ÿ � ð � � � ò ó 	 � � 9% 
� þ� � � � ð � � � ò ó 	 � � 11% 
� þ� ó � ù � � � � � � 13% 

ÿ � þ
     

12m forward P/E ratio (absolute (blue) & 

relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 

forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Norway   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Norway ð ñ ò ó ô õö ÷ ô õ ò ø ó ò ÷ ù ú û õ -1% ü ý þÿ � ÷ ô õ ò ø ó ò ÷ ù ú û õ 2% ü � þ� � � � ÿ � � � ð 13.9 
ÿ ö � �ÿ � ÷ ø ó ò 	 ù ò 
 � � ð 12.1 
ÿ � � ý� ò � û õ � ó  ó ó � � ù � ñ õ 2.0 

ÿ � �� õ � ñ ò ú ó ú ð � ñ � � � 11% 
ÿ ÿ þ� � � � 
 õ ú 
 � � õ � 
 4.0% 

ö � � þ� ù � ó ñ � ò ù � � ó 70% � � þ� � ÿ � ð � � � ò ó 	 � � 11% 
� þ� � ÿ � ð � � � ò ó 	 � � 16% 
� þ� � � � ð � � � ò ó 	 � � 7% 
� þ� ó � ù � � � � � � 15% 

ÿ � þ
     

12m forward P/E ratio (absolute (blue) & 

relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 

forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Portugal   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Portugal ð ñ ò ó ô õö ÷ ô õ ò ø ó ò ÷ ù ú û õ -13% ü ý þÿ � ÷ ô õ ò ø ó ò ÷ ù ú û õ -8% ü � þ� � � � ÿ � � � ð 16.0 
ÿ ö � �ÿ � ÷ ø ó ò 	 ù ò 
 � � ð 14.4 
ÿ � � ý� ò � û õ � ó  ó ó � � ù � ñ õ 1.9 

ÿ � �� õ � ñ ò ú ó ú ð � ñ � � � 11% 
ÿ ÿ þ� � � � 
 õ ú 
 � � õ � 
 5.0% 

ö � � þ� ù � ó ñ � ò ù � � ó 89% � � þ� � ÿ � ð � � � ò ó 	 � � -13% 
� þ� � ÿ � ð � � � ò ó 	 � � 12% 
� þ� � � � ð � � � ò ó 	 � � 6% 
� þ� ó � ù � � � � � � 16% 

ÿ � þ
     

12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Spain   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Spain ð ñ ò ó ô õö ÷ ô õ ò ø ó ò ÷ ù ú û õ -3% ü ý þÿ � ÷ ô õ ò ø ó ò ÷ ù ú û õ -9% ü � þ� � � � ÿ � � � ð 11.4 
ÿ ö � �ÿ � ÷ ø ó ò 	 ù ò 
 � � ð 10.6 
ÿ � � ý� ò � û õ � ó  ó ó � � ù � ñ õ 1.2 

ÿ � �� õ � ñ ò ú ó ú ð � ñ � � � 10% 
ÿ ÿ þ� � � � 
 õ ú 
 � � õ � 
 4.5% 

ö � � þ� ù � ó ñ � ò ù � � ó 57% � � þ� � ÿ � ð � � � ò ó 	 � � 7% 
� þ� � ÿ � ð � � � ò ó 	 � � 8% 
� þ� � � � ð � � � ò ó 	 � � 8% 
� þ� ó � ù � � � � � � 16% 

ÿ � þ
     

12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Sweden   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Sweden h i j k l mn o l m j p k j o q r s m -4% t u vw x o l m j p k j o q r s m -10% t y vz { x | w } ~ � h 14.8 
w n � yw x o p k j � q j � ~ � h 14.1 
w x � u~ j � s m � k � k k � � q � i m 2.1 

w � }� m � i j r k r h � i � � � 13% 
w w v� � � � � m r � { � m � � 3.9% 

n � } v~ q � k i � j q � � k 62% y } vx | w � h ~ � � j k � � � 5% 
� vx | w � h ~ � � j k � � � 5% 
� vx | x | h ~ � � j k � � � 7% 
� v� k � q � � � � � � 14% 

w x v
     

12m forward P/E ratio (absolute (blue) & 

relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 

forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Switzerland  

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

Switzerland h i j k l mn o l m j p k j o q r s m 0% t u vw x o l m j p k j o q r s m 2% t y vz { x | w } ~ � h 17.2 
w n � yw x o p k j � q j � ~ � h 15.7 
w x � u~ j � s m � k � k k � � q � i m 2.6 

w � }� m � i j r k r h � i � � � 13% 
w w v� � � � � m r � { � m � � 3.2% 

n � } v~ q � k i � j q � � k 66% y } vx | w � h ~ � � j k � � � 14% 
� vx | w � h ~ � � j k � � � 11% 
� vx | x | h ~ � � j k � � � 8% 
� v� k � q � � � � � � 11% 

w x v
     

12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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United Kingdom   

Key indicators  Sector breakdown (% market cap.)  Relative performance (in total returns) 

UK h i j k l mn o l m j p k j o q r s m -4% t u vw x o l m j p k j o q r s m -2% t y vz { x | w } ~ � h 12.5 
w n � yw x o p k j � q j � ~ � h 11.6 
w x � u~ j � s m � k � k k � � q � i m 1.6 

w � }� m � i j r k r h � i � � � 11% 
w w v� � � � � m r � { � m � � 4.5% 

n � } v~ q � k i � j q � � k 64% y } vx | w � h ~ � � j k � � � 10% 
� vx | w � h ~ � � j k � � � 8% 
� vx | x | h ~ � � j k � � � 6% 
� v� k � q � � � � � � 11% 

w x v
     

12m forward P/E ratio (absolute (blue) & 
relative (grey,rhs) 

 Earnings per share   Earnings momentum (3m change in 12m 
forward EPS) 

     

Price to book value: absolute (blue) & 
relative (grey, rhs) 

 Return on equity (grey = European 
market) 

 Price to book value / RoE (blue = current 
grey = 10Y history, orange=10Y average) 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = world market)  Equity risk premium 

 
Relative data= relative to world equity market; performance in euro and total return (dividend reinvested).100=01/01/1970; return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years of weekly data. Source for all charts: IBES, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Small caps versus Large caps 

A more challenging environment for small caps – Small caps have benefited from ample liquidity since the end of 2008. With the 

end of ECB QE and anticipating a first rate hike in Sept 2019, liquidity could again become an issue for the segment. Nonetheless, 

we note that eurozone small caps benefit from strong fundamentals (high margins/low leverage) and are therefore Neutral on 

Eurozone Small Caps vs Large Caps. In UK, we stock to our Underweight stance on small caps at risk from Brexit. 

Key indicators  Sector weight (small-large)  Small relative performance to Large � o q � � > q j � mn o l m j p k j o q r s m t � v t y vw x o l m j p k j o q r s m t u v t u vz { x | w } ~ � h w ? � w w n � xw x o p k j � q j � ~ � h w u � � w x � x~ j � s m � k � k k � � q � i m w � � w � ?� m � i j r k r h � i � � � w | v w x v� � � � � m r � { � m � � x � | v x � } v~ q � k i � j q � � k u | v n } vx | w } h ~ � � j k � � � ? v � vx | w � h ~ � � j k � � � � v � vx | w � h ~ � � j k � � � w | v � v@ m � q | � � ? w � | w
     

12-month forward P/E ratio - Small 
(red) & relative to Large (grey, rhs) 

 Earnings growth expectations (Small)  Earnings momentum-Small 
(3m change in 12m forward EPS)  

 

     

Price to book value:  Small (red) & 
relative to Large (grey, rhs) 

 Return on equity (grey=Large)  Equity risk premium - Small 
 

     

Dividend yield & payout ratio (shadow)  Volatility (grey = Large)  Beta - Small 

 

Relative data= STOXX Europe Small 200 relative to Large 200; performance in euro and total return (dividend reinvested); return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years’ weekly data. Beta calculated based on Stoxx 600.   

Source for all charts: IBES, Dow Jones, Datastream, SG Cross Asset Research/Equity Strategy 
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Value versus Growth  
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Price-to-earnings ratio 
Value (red) & Growth (brown) 

 Relative price-to-earnings ratio 
(Value to Growth)  

 12month absolute growth 
Value (red) & Growth (brown) 

 

    

Price to book value:  
Value (red) & Growth (brown) 

 Relative Price to book value  
(Value to Growth) 

 Return on equity 
Value (red) & Growth (brown) 

    

Dividend yield : 
Value (red) & Growth (brown)  

Volatility 
Value (red) & Growth (brown)  

Beta  
Value (red) & Growth (brown) 

 

Relative data= MSCI Value Index relative to Growth Index; performance in euro and total return (dividend reinvested); return on equity = 12-month trailing earnings/ book value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years’ weekly data. Source for all charts: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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High dividend yield stocks 

Yield is not enough, low Beta is helping£ $ % & ' ( ) * % + , % - + . + - & / - 0 + & 1 - + / - & 2 3 4 5 6 & 7 8 3 7 9 & - 5 % & 9 : 7 ; & 5 < 0 = > 3 . & 7 5 % & 1 : ? 5@ 4 : 7 5 & 7 3 / 5 % & < : A ; 3 8 : 1 3 B & 7 C & 5 : D E F G G 2 H F $ % & + / - & 2 + ? ? 5 7 3 / , 1 0 5 + 1 5 & - 5 3 B : 7 - I 5 + 1 + 5 + & ? 3 / B % + A % B & % : . & 5 7 + 9 9 & - 3 4 7I / - & 7 B & + , % 5 ? 5 : / A & F
Key indicators  Sector breakdown (% market cap.)  High dividend yield relative to market 

High yield J K L M N OP Q N O L R M L Q S T U O 0% V W XY Z Q N O L R M L Q S T U O 1% V [ XY Z Q \ L S ] ^ ] T _ ` a J 11.8 
Y W b Z` L ] U O \ M c M M d e S ^ K O 1.6 
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12% 
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Trailing P/E ratio - High dividend yield 
(red) & market (grey) 

 Relative price-to-earnings ratio 
(High dividend yield to market) 

 12-month EPS growth - High dividend 
yield (red) & market (grey) 

 

     

Price to book value:  High dividend 
yield(red) & market (grey) 

 Relative price to book value 
 

 Return on equity - High dividend yield 
(red) & market (grey) 

     

Dividend yield 

Value (red) & Growth (brown) 
 

Volatility 

Value (red) & Growth (brown) 
 

Beta  

Value (red) & Growth (brown) 

 

Relative data= MSCI High Dividend yield Index relative to European equity market; performance in euro and total return (dividend reinvested); return on equity = 12-month trailing earnings/ book 

value;  

dividend yield= trailing dividend/ share price; volatility and beta based on two years’ weekly data. Source for all charts: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Environmental, Social & Governance (ESG) (Yannick Ouaknine, yannick.ouaknine@sgcib.com, +33 1 58 98 23 50) 

SG's view is that Environmental, Social & Governance (ESG) issues are now more easily quantifiable and should be seen as an 
integral part of any corporate assessment. Together with financial and macroeconomic considerations, they have become important 
performance drivers.  

 

We provide ESG quantitative ratings across all sectors, countries and market 
capitalisations. This proprietary toolbox is provided for 450+ stocks covered by 
SG. 

 

The ESG rating process assesses three main categories: 

- Corporate governance 

- Environmental issues 

- Social issues 

 

The weight of each category is sector-specific, and defined according to 
selected key performance indicators (KPIs) on the basis of “materiality” (defined 
as impact on share price). 

 

Breakdown by sector 

Source: SG Cross Asset Research/SRI, Sustainalytics, Company data 
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For more information on ESG rating 
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Environmental, Social & Governance (ESG) ratings 

Breakdown by country 

Source: SG Cross Asset Research/SRI, Sustainalytics, Company data 

Breakdown by size (market capitalisation) 

Source: SG Cross Asset Research/SRI, Sustainalytics, Company data 
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Sector sensitivity to EUR/USD rate 

 

Sectors 10Y correlation 

with EUR/USD 

2Y correlation 

with EUR/USD 

Average performance 

when EUR weakens 

Average performance 
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Sector: correlation of weekly relative performance to European equity market with weekly change of EUR/USD exchange rate; Market: correlation in 

absolute performance; performance in total return (dividend reinvested). Average of relative performance of each sector when EUR weakens / 

strengthens versus USD by more than 10% in one year. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Automobiles sector relative to Media sector and EUR/USD 

Base 1 = 01/01/12. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

 

ó ôõ ö÷ öø öù ôú û öú õ öú ÷ öü ý ô
ó ôõ ö÷ öø öù ôú û öú õ öú ÷ öü ý ô

þ ÿ���� ���� ÿ�ÿ�	 
 ��������þ �� ��� � �� ��� ��	� ��� ���� � �� ���� �� � ���� �ÿ�� ��� �� ��� �� � � ��� ���� ÿ� ��� � ��� �  !!" #$ ! %" &' $( )( )* + ("� !,-( .!& / ) !*,% !0+ (" 1 ("( ( !& � ��� � ��2 ��� � 
 ÿ� ������ ���� ��� 3 ÿ��4������5 �� 6� �����ÿ�� �� � � �ÿ��� ����6 ��� 7� ��� �� ��� �� � 8 ,%)&9:, % ( :)' &!,-( .!& $ !0( % / )&;,%).! < !%" => %,!? @ A 8 !" !.:B � ���� �ÿ�� �� � �� � �����C� �D� E �D������ � ����� � ��� ��� �� ���� �� � �� �� ��� �� �ÿ�� � ���3 �� �� �

F G H I J K L I M N II G O P I JQ O P G K R G K S J K TU M G OV W X U G N Y G O L
F G H I J K L I M N II G O P I JJ Q I R G K S J K TU M G OV W X U G N Y G O L



  � � � � � � � � � � � �

� � � � � �  ! � " � � � # � � �

Sector sensitivity to emerging markets 

 

Sector 10Y correlation with 

emerging equities 

2Y correlation with 

emerging equities 

10Y correlation with 

emerging currencies 

2Y correlation with 
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Sector: correlation of weekly relative performance of sectors to European market and weekly change of MSCI Global Emerging Index and JP Morgan 

EM FX Index (basket of EM currencies in USD); market correlation in absolute performance; performance in total return (dividend reinvested). Source: 

Bloomberg, MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Sector exposure to emerging countries (ranked by % sales in EM) 

Market capitalisation weighted average based on SG coverage and SG analysts’ data. Source: SG Cross Asset Research/Equity Strategy 
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Sector sensitivity to 10-year bond yield 

 

Sector 10Y correlation with 

US 10Y treasury 

2Y correlation with US 

10Y treasury 

10Y correlation with 

German 10Y treasury 

2Y correlation with 
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Sector: correlation of weekly relative performance by sector to European equity market and weekly change in yield of US 10Y treasury and German 

10Y bund; market: correlation of weekly absolute performance to US 10Y treasury and German 10Y bund; performance in total return (dividend 

reinvested). Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Favour Value over Growth stocks when US 10Y treasury yields rise 

Performance in total return (dividend reinvested), 100=01/01/03. Source: MSCI, Datastream, SG Cross Asset Research 
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Sector sensitivity to cyclical indicators 

 

 
Sectors: correlation of monthly relative performance of sectors to European market and monthly change in US and German IFO Business Climate 

Index; Market: correlation of weekly absolute performance to US 10Y treasury and German 10Y bund; performance in total return (dividend 

reinvested). Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

US PMI (Purchasing Management Indicator) and the German IFO: two leading indicators 

US PMI = Purchasing Managers Index. Geman IFO = Geman Insititute of Economic Research, Business Climate Index.  

Source: Datastream, SG Cross Asset Research  
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Sector 10Y correlation 

with US ISM 

2Y correlation 

with US ISM 

10Y correlation with 

German IFO 

2Y correlation with 
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Sector sensitivity to Commodities & Oil price 

 

 

Sectors: correlation of weekly relative performance of sectors to European market and weekly change in S&P Goldman Sachs Commodity Index and 

Crude oil Brent price (in USD/barrel); Markets: correlation of weekly absolute performance to S&P Goldman Sachs Commodity Index and crude oil 
(Brent) price; performance in total return (dividend reinvested). Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Oil Services: highly sensitive to oil price swings  Basic industries already discounting low base metal prices 

Oil price = Crude oil Brent price (in USD/barrel). Oil & Services performance in total return (dividend 

reinvested). 100=01/01/03. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

 LME Index = London Metal Exchange Index. Basic industry performance in total return (dividend 

reinvested).Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Sector 10Y correlation 

with commodities 

2Y correlation 

with commodities 

10Y correlation 

with oil price 

2Y correlation 
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European sectors versus global sectors 

 

Sector 10Y correlation 

with global sector 

2Y correlation 

with global sector 

European sector 

perf. since July 07 

Global sector 
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Sectors: correlation of weekly relative performance of sectors to European market and weekly sector performance of world excluding Europe; 
Markets: correlation of weekly absolute performance to world excluding Europe performance; performance in total return (dividend reinvested). 

Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Sector performance: Europe versus the rest of the world since July 2007 

Performance of European sectors and world (excluding Europe) sectors performance since 16/07/07.Performance in local currency and in total 

return. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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European equity markets sensitivity to bond market 

 

 

Country 10Y correlation with 

domestic bonds 

2Y correlation with 

domestic bonds 
Equity market perf. 

Since April 2010  

 Change in bond yield 

spread over last 10Y ä å æ ç è é ê ë
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Sectors: correlation of weekly equity market performance by country and weekly change in 10Y government bond by country; 10Y bond spread 

compared to German bunds; start of Europe crisis 01/04/10; performance in total return (dividend reinvested); German bunds as proxy for Europe 

bond. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Equity performance and 10Y bond spread change since the beginning of the euro crisis (04/10) 

10Y bond yield spread compared to German bunds; Europe crisis since 01/04/10. Source: MSCI, Datastream, SG Cross Asset Research/Equity 
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Important Notice: The circumstances in which this publication has been produced are such that it is not appropriate to characterise 

it as independent investment research as referred to in MiFID and that it should be treated as a marketing communication even if it 
contains a research recommendation. This publication is also not subject to any prohibition on dealing ahead of the dissemination 
of investment research. However, SG is required to have policies to manage the conflicts which may arise in the production of its 
research, including preventing dealing ahead of investment research. 

S&P500: The beginning of the end? (Stephanie Aymes, ¥ ¦ § ¨ © ª « ¬ §  ª ® ¯ § ¥ ° ¥ ± ² ¬ ³  ² ´ ¯ , +44 20 77 62 58 98) 

S&P500, quarterly chart (log) 

Source: SG Cross Asset Research/Technicals, Reuters 

S&P500, weekly chart (log) 

Source: SG Cross Asset Research/Technicals, Reuters 
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Nasdaq Composite: a text book case 

Nasdaq Composite, monthly chart (log) 

Source: SG Cross Asset Research/Technicals, Reuters 

Nasdaq Composite, weekly chart (log) 

Source: SG Cross Asset Research/Technicals, Reuters 
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Euro Stoxx 50: reeling after another failed attempt to break the 18-year triangle 

EURO STOXX 50, monthly chart (log) 
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Country, sector and stock-picking 

Proprietary tools – SG has developed proprietary portfolio management tools to help investors in their decision-making process. 

The SP2i compares the potential alpha that could be generated though stock-picking versus sector-picking in Europe. When the 

SP2i is high, stock-picking should be favoured. The SC2i compares the potential alpha that could be generated though sector-

picking versus country-picking in Europe. When the SC2i is high, sector-picking should be favoured. 

SG SP2i: Stock-picking versus sector-picking indicator 

Stock-picking versus sector-picking index, designed to quantify stock-picking opportunities versus sector allocation opportunities. SP2i based on the ratio of standard deviation of stocks’ 1-year 

relative performance divided by standard deviation of sectors’ 1-year relative performance. We use here Stoxx 600 for Europe. Source: Datastream, SG Cross Asset Research/Global Asset 

Allocation 

SG SC2i: Sector-picking versus country-picking Indicator 

Standard deviation of 12-month performance (in total return) of the 30 sectors divided by the standard deviation of 12-month performance (in total return) of the 15 countries. 

Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 
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Stock-picking potential 

Proprietary tools – 
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Stock-picking potential in European sectors 

Standard deviation of 12-month performance (in total return) within each European sector. Source: MSCI, Datastream, SG Cross Asset Research/Equity Strategy 

Stock-picking in European countries 

Standard deviation of 12-month performance (in total return) within each European country. Source: MSCI, Datastream, SG Cross Asset Research/ Equity Strategy 
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ÈÉÊËÌ ÍÎ
ÏÐÑÒÐÑ ÓÔÑÒÕÑ ÓÒÐÑ ÓÒÒÑ ÓÒÖÑ ÓÒÒÑ Ó×ÑØÑ Ó×Ñ ÓÔÑÒÙÑÔÑ ÓÒØÑ ÓÔÙÑ ÓÒØÑ ÓÒÔÑ ÓÐÙÑ ÓÔÑ ÓÒÙÑ ÓÐÐÑ ÓÒÏÑ ÓÏÑ ÓÚÑ ÓÚÑ ÓØÑÙÑÚÑ

ÈÉÊ ÎÛÜÝÉ ÞÛÎ
ÏÐÑÔØÑ
ÒÚÑÐÒÑÙÑ

ÓÕÑÒÐÑ ÓÒÚÑÒÏÑ ÓÖÑ ÓÖÑ ÓÏÑÒÚÑ ÓÕÑ ÓÐØÑ ÓÐÐÑ ÓÔÐÑ ÓÔ×Ñ ÓÔÙÑ ÓÐÑÖÑÒÐÑÒ
ÙÑ ÓÔÖÑ ÓÒÔÑ ÓÒÏÑ Ó×Ñ ÓÒÕÑ ÓÔÐÑ

ßà ÛáÉ ÞÍÊ Î
ÒÐÑÔØÑ
ÒØÑÒÐÑÒÏÑ
ØÑÏÙÑ Ó×ÑÐÒÑÔÕÑ Ó×Ñ ÓÔÕÑ ÓÒÏÑ ÓÐÒÑ ÓÒÖÑ ÓÐÕÑ ÓÒÐÑ ÓÔÙÑ ÓÔÒÑÒÕÑ ÓÒÕÑ×Ñ ÓÒÔÑ ÓÔÕÑÒÚÑ ÓÐÑÐÐÑ ÓÐÒÑ ÓÒØÑ

ß âãÎä ÜåÞäÉ âãæ Íä ç
ÓÔÑÒÚÑÒØÑ

ÔÖÑÒÚÑ×Ñ
ÐÚÑ ÓÔÏÑÒÏÑÔÑ

ÓØÑ ÓÒ×ÑÚÑ Ó×Ñ ÓÏÏÑ ÓÏÐÑ ÓÒÖÑ ÓÏ×Ñ ÓÒÏÑÔÙÑÔÚÑ
ÔÏÑÔØÑ ÓÏÙÑ ÓÒØÑ ÓÒÔÑ ÓÖÑ ÓÔÙÑ ÓÐØÑ

æ Ûä ÍÊ ÎËæÉ ãÉ ãè
ÒÕÑÐÒÑÒÐÑ
ÔÖÑ ÓÒÔÑ ÓÔ×ÑÒÒÑ ÓÒÖÑÐÑ ÓÒÑ ÓÔ×Ñ ÓÒÚÑ ÓÖÑÙÑ ÓÔ×Ñ ÓÏØÑ ÓÔ×Ñ ÓÐÕÑ ÓÔÕÑ ÓÔÒÑÔÒÑÔÏÑ
Ô×Ñ ÓÐÐÑ ÓÐÒÑ ÓÒÙÑ ÓØÑ ÓÒÏÑ ÓÐÏÑ

é ÛÜâÎêÍÞÛËë Ûì
ÓÒÐÑÙÑÒÏÑ

ÒÚÑ ÓÒÔÑÒÔÑ
×ÕÑ ÓÐÑÐÑØÑ
×ÑÔÑ ÓØÑ ÓÔÚÑ ÓÏÑ ÓÔÐÑ ÓÒÒÑ ÓÒÐÑØÑÏÑ

ÓÒ×ÑÒØÑÒÕÑ
ÓÒ×ÑÒØÑÒØÑ
ÓÐÑ ÓÐÐÑ ÓÖÑ

ß âãÎä ÜåÞäÉ âã
ÓÒÒÑ ÓÕÑØÑ×Ñ ÓÔ×ÑÒÔÑ

ÐÏÑÐÏÑÔÚÑ
ÒÙÑÒÙÑ ÓÒÐÑÐÑ ÓÚÑ ÓÕÑÔÑÙÑ
ÙÑ ÓÒ×ÑÔÐÑ ÓÒÔÑ ÓÒÖÑ ÓÒÖÑÒØÑÒ×Ñ

ÓÒÒÑÐÑÒÚÑ
ÔØÑ

ß ÍêÉä ÍÊÌ ââí Î
ÓÒÖÑÒÐÑÏÙÑ

ÐÚÑÒÒÑ×ÕÑ
ÐÏÑÏÑ
ÐÕÑÒÖÑÕÑ ÓÔÐÑ ÓÖÑ ÓÐÖÑ ÓÐÙÑ ÓÏÕÑ ÓÔØÑ ÓÐÏÑ ÓÒÖÑÒÚÑÔÑ
ÔÏÑÒ×Ñ ÓÐÕÑÒÔÑ×Ñ
ÚÑ ÓÕÔÑ ÓÐÒÑ

î ÜÍãÎêâÜä ÍäÉ âã
ÓÒÒÑ ÓÒÚÑ Ó×Ñ ÓÔÏÑ ÓÒÖÑ ÓÐÑÐÏÑÏÑ

ÔÙÑÒÔÑÒÕÑ
Ó×Ñ ÓÐÑÒÙÑÒÏÑÒ

ÐÑÒÑÚÑ ÓÒÏÑÒÑ ÓÖÑ ÓÔÏÑ ÓÒÚÑÐÙÑÒÐÑ
×Ñ ÓØÑÔÐÑÔÙÑ

é åä âËß âáê
Ó×ÑÒÏÑÐÒÑÒ

ÏÑÐÑÐÑÔ
ÚÑÐÕÑÔÙÑ
ÒÐÑ ÓÔÑ ÓÔÕÑÒÑ ÓÒÏÑ ÓÐØÑ ÓÐØÑ ÓÏÑ ÓÔ×Ñ ÓÐÐÑ ÓÐÑÒÖÑÚÑ ÓÏÑ ÓÐÕÑÐÑ ÓÒÏÑÒÙÑ ÓÔÑ ÓÒØÑ

ë åÜÍïÊ ÛÎËé êêÍÜÛÊ
ØÑ ÓÖÑÔÕÑÔÑ ÓÒÑØÑÒÙÑÒ
ÖÑÒÔÑÒÐÑ
Ô×Ñ ÓÒÐÑÚÑ ÓÖÑ ÓÏÑ ÓÒÐÑÒÑÒÔÑ

ÓÔÚÑÒÖÑ ÓÔÏÑ ÓÒ×Ñ ÓÔÒÑ ÓÔÑÒ×Ñ ÓÕÑÔÕÑ ÓÔÙÑ ÓÒÕÑ

ð âä ÛÊ ÎËñ ÛÎä
Ó×Ñ ÓÖÑ Ó×Ñ ÓØÑ ÓÔ×Ñ×ÑÒÙÑ

ÕÑÒÕÑ ÓÔÑÔ×ÑÒ
ÕÑÔÔÑÒÙÑÔ
ÙÑÔÚÑÒÕÑÔ
ÖÑÒÑÔÚÑ ÓÐÐÑ ÓÐÒÑ ÓÔ×ÑÒÕÑÔÐÑ

Ó×ÑÏÑ ÓÒÙÑÔÑ

æ ÛíÉ Í
ÓÔÑ ÓÏÑ ÓÔÕÑ ÓÒ×Ñ ÓÒÚÑÔÑ ÓÒÐÑ ÓÔÐÑ Ó×Ñ ÓÔÕÑ ÓÒÐÑÒÕÑ

×ÑÒ×ÑÒÏÑ
ÖÑÒÙÑ ÓÔÑÒÏÑ Ó×Ñ ÓÔÑ ÓÔÑ ÓÖÑØÑÔÑÒ
ÕÑ ÓÒÏÑÒÏÑÒÔÑ

ñ Ûä ÍÉÊÉ ãèò ÎêÛÞó
ÒÙÑÒÚÑ ÓÒÏÑÚÑ ÓÖÑ ÓØÑÐÑ ÓÖÑ ÓÐÑÒÑÚÑÔ
ÔÑ×ÑÐ
ÙÑ ÓØÑ ÓÒÑØÑÔÑ ÓÒÕÑÒÐÑÖÑ

ÓÒÖÑ ÓÒÐÑÒÑ ÓÐÑ ÓÔÐÑ ÓÒÏÑÚÑÕÑ

ô ââíñ Ûä ÍÉÊÉ ãè
ÔÑ ÓÕÑ ÓÐÒÑ Ó×ÑÙÑ ÓÔÚÑ ÓÚÑ ÓÐÖÑÒÙÑ ÓÒÏÑ ÓÖÑÒÙÑÒ×ÑÐ
ÙÑÐÑÒ
ÏÑ ÓÒÑÕÑÏÑ

ÓÕÑØÑ ÓÔÔÑ ÓÒÙÑÔÔÑ ÓÔÐÑ ÓÒÑ ÓÒÖÑÐÙÑÔÒÑ

õ ÛÝÛÜÍèÛÎ
ÓÒØÑ ÓÐØÑ ÓÒÖÑ ÓÏÏÑ ÓÔ×Ñ ÓÏÑ ÓÕÑ ÓÐÙÑÒÏÑ ÓÐØÑ ÓÏÑÔÙÑÒÏÑ ÓØÑÐÑÏ

ØÑÔÔÑÏÏÑÒ
ÕÑ ÓÔÑ ÓÏÐÑ ÓÐ×Ñ ÓÔØÑÏÕÑÐÚÑ
ÔÙÑÒØÑÒÒÑ
ÏÖÑ

ô ââí êíä Î
ÓÔÙÑ ÓÐÐÑ ÓÐÕÑ ÓÏÐÑ ÓÏØÑ ÓÔÐÑÔÑ ÓÏÕÑÒÐÑ ÓÐØÑ ÓÒÐÑÔÚÑÖÑ
ÓÒÑÒÏÑÏØÑ

ÏÒÑ×ÔÑÐÕÑ
ØÑ ÓÏÏÑ ÓÏÙÑ ÓÐÒÑÕÏÑÒÔÑ
ÚÑ ÓÒÙÑÔÔÑÕÙÑ

î âï ÍÞÞâ
ÓÒØÑ ÓÔÐÑ ÓÒÐÑ ÓÒÖÑ ÓÔ×Ñ ÓÒÒÑÙÑ ÓÔØÑÒÑ ÓÏÑÒÑÒÕÑÒ

ÙÑØÑ ÓÒÑÔÔÑÏÒÑ
ÏÏÑÚÑÕÑ ÓÔ×Ñ ÓÔÙÑ ÓÐÏÑÔÕÑØÑ ÓÔÚÑÙÑÒÕÑ
ÔÏÑ

ðöß
ÓÒÔÑ ÓÔ×Ñ ÓÔÙÑ ÓÏ×Ñ ÓÐÕÑ ÓÒÐÑÙÑ ÓÐÏÑÚÑ ÓÔ×ÑÒÔÑÔÖÑ
ÓÔÑÔÑÕÑÏ

ÏÑ×ÔÑÏÏÑ
ÒÖÑÒÒÑ ÓÕÔÑ ÓÏØÑ ÓÏÔÑÕÚÑÔÒÑ ÓÒÔÑ×ÑÒÕÑ
ÏÔÑ

öà ÍÜáÍËõÉ âä ÛÞà
ÓÐÙÑ ÓÔÙÑ ÓÔÒÑ ÓÒÏÑ ÓÔÕÑØÑ ÓÒ×Ñ ÓÒÖÑ ÓÒÏÑ ÓÐÐÑ ÓÔÚÑÒÑÒÏÑ ÓÒÕÑÏÑÒÕÑ

ÐÕÑÚÑÒÖÑ
ÐÑ ÓÏÒÑÙÑ ÓÒÔÑÔÒÑÕÑ
ÔÒÑ ÓÕÑ Ó×ÑÐÑ

ð ÛÍÊäà ÞÍÜÛÛ÷ä Î
ÓÔÑ ÓÐÑÒÕÑÔÙÑ ÓÔÒÑÏÑÔÐÑ

ÒÚÑÒÑ ÓÐÑÒÖÑÔÚÑ Ó×ÑÒÐÑ ÓÕÑ ÓÔÑØÑÕÑÒ
ÒÑÐÑ ÓÔÕÑ ÓÔÚÑ ÓÐÚÑ×ÑÔÚÑ

ÓÏÑ ÓÐÑ ÓÚÑÒÙÑ

õ Íãø Î
ÓÒÙÑÖÑ ÓÒÕÑÔÚÑÔÒÑ
ÓÒ×Ñ ÓÒÔÑÔÑ ÓÖÑÒÖÑ ÓÔÏÑ ÓÐÐÑ ÓÔÑÖÑØÑ ÓÏÐÑ ÓÏÏÑ ÓÔ×Ñ ÓÕÔÑ ÓÏÒÑ ÓÔÕÑÕÕÑ

ÕÕÑ ÓÏØÑ ÓÏÚÑ ÓÒÕÑ ÓÔÐÑÚÑ ÓÏÐÑ

ëÉ ÝôÉ ãÍãÞÉ ÍÊ Î
ÓÐÐÑÒÐÑ×Ñ

ÔÏÑÔÏÑÒØÑ ÓÒÖÑÔÏÑ ÓÔÏÑÚÑ ÓÒ×Ñ ÓÐÒÑ ÓÔÑ ÓÒÖÑ ÓÔÔÑ ÓÐ×Ñ ÓÏÙÑ ÓÔÙÑ ÓÏØÑÙÑ ÓÔÚÑÕÕÑ
ÕÖÑ ÓÏÔÑ ÓÔÕÑ ÓÐÑ ÓÏÑ ÓÔÒÑ Ó×ÒÑ

ù ãÎåÜÍãÞÛ
ÓÒÏÑÒÙÑ ÓÒÔÑÔØÑÔ×Ñ

ÒÕÑ ÓÒÖÑÒ×Ñ ÓÒÚÑ ÓÏÑ ÓÔÒÑ ÓÔ×Ñ ÓÖÑ ÓÒÐÑ ÓÒÙÑ ÓÔØÑ ÓÐÒÑ ÓÐÏÑ ÓÏÔÑ ÓÒÔÑ ÓÐÚÑÕÕÑÕÖÑ
ÓÐÚÑ ÓÏÐÑ ÓÔÑ ÓÔ×Ñ ÓÔÔÑ ÓÐ×Ñ

ñ ÛÍÊú Îä Íä Û
ÓÏÑ ÓÔÖÑ ÓÔÕÑ ÓÏÙÑ ÓÐÐÑ ÓÒ×ÑÒØÑ ÓÐÕÑÐÙÑ ÓÐÕÑ ÓÔÑÒÕÑØÑ

ÒÑÔÔÑÏÕÑ
ÕÏÑÔÕÑÕÚÑ
ÔÒÑ×Ñ ÓÏØÑ ÓÏÔÑ ÓÐÚÑÒÖÑ
ÙÑ ÓÒÑÔÔÑÕÕÑ

û âìä üÍÜÛËùîû ÝÎ
ÓÚÑ ÓÒÔÑÒÚÑ ÓÒØÑ ÓÐÒÑÒØÑÒ×Ñ

ÒÔÑÒÐÑÐÑ
Ò×ÑÔÐÑÔÑ

ÓÐÑ ÓÔÐÑÐÚÑÒÔÑ
ØÑÔÒÑÕÑÔ
ÚÑ ÓÏÚÑ ÓÔÕÑ ÓÏÐÑÒÖÑ
ÒØÑÏÙÑ ÓÖÑÖÑ

î ÛÞà çð ÍÜí üÍÜÛ
ÓÚÑ ÓÒÏÑ ÓÐÑ ÓÒÔÑ ÓÒÙÑÒØÑ ÓÒÒÑ×Ñ×Ñ
ÓÒÏÑ ÓÕÑ Ó×ÑÒÕÑ ÓÔÐÑ ÓÒÑÔÙÑÚÑ ÓÔÚÑ ÓÒÔÑÔÒÑ ÓÏÑ ÓÒÕÑ ÓÐÑ ÓÔÑÙÑÒØÑ

ÚÑ ÓÕÑÒÑ

û ÛáÉ ýÞâãí åÞä âÜÎ
ÓØÑ Ó×ÑÐÐÑ ÓÖÑ ÓØÑ ÓÐÑÐÑÚÑ ÓØÑÒÙÑÔÕÑ

ÏÑ ÓÒÏÑ ÓÒÏÑ ÓÒÖÑÒØÑ ÓÒÙÑÙÑ×Ñ
ÓÕÑ ÓÐÑ ÓÔÐÑ ÓÏÑ ÓÔ×Ñ ÓÒÑÏÙÑÚÑ
ÓÒØÑ Ó×Ñ

î ÛÊ ÛÞâá
ÙÑ ÓÒÕÑ ÓÐÒÑ ÓÔÙÑ ÓÒÏÑ ÓÐÐÑÒÚÑ ÓÕÔÑÔÐÑ ÓÔÑ ÓÔÙÑ ÓÒÙÑÒÏÑÚÑ
ÐÙÑÒÒÑÔÔÑ
ÒÕÑÒÕÑ Ó×Ñ ÓÚÑÚÑ ÓÔÒÑ ÓÔÔÑÔÔÑ ÓÖÑ ÓÕÑ ÓÒØÑÐÏÑ

þäÉÊÉäÉ ÛÎ
ÚÑ ÓÔÐÑ ÓÒØÑ ÓÐØÑ ÓÐÏÑ ÓÖÑÔØÑ ÓÐÒÑÔÙÑ ÓÒØÑ ÓÒÕÑÔÑÒÔÑ
ÕÑÔÒÑÏÖÑÕ
ÙÑÔÏÑÏÔÑ
ÐÑÒÙÑ ÓÏÐÑ Ó×ÒÑ ÓÐ×ÑÕÕÑÖÑ
ÒÑ Ó×ÑÐÏÑ

é ÝÛÜÍèÛ
ÓÕÑ ÓÐÑ ÓÒÑ ÓÏÑ ÓÖÑÒÑÏÑ

ÙÑÔÑ ÓÔÑÒÑÏÑ ÓÔÑÙÑ ÓÔÑÒÑ ÓÒÑ ÓÒÑÙÑ ÓÕÑÔÑ ÓÒÒÑ ÓÖÑ ÓÒÙÑÔÑÐÑ
ÓÔÑ ÓÒÑ ÓÔÑÔÑ
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é åÎä ÜÉ Í
ÒÑÚÑ
ÔÑÙÑ

ÓÐÕÑ ÓÔØÑ ÓÒÔÑ ÓÐÚÑÔÑ
ÔÒÑÙÑ

ÓÔÕÑÒÑ
ÔÖÑÐÙÑ

õ ÛÊ èÉ åá
ÚÑ
ÖÑÒÖÑ

ÓØÑ ÓÒÙÑ ÓÒÙÑ ÓÏÑÔÚÑ
ÓÐÑÒÔÑ

ÒÙÑ ÓÔÑÔÑ
ÓÒØÑ

ë ÛãáÍÜø
ÔÑÖÑ
ÐÑ ÓÒÖÑ Ó×Ñ ÓÔÏÑ ÓÒÙÑÕÑ

Ó×ÑÔÕÑ
ÕÑ ÓÒÑÚÑ

ÓÒÐÑ

ôÉ ãÊ Íãí
ÙÑÒÖÑ
ÐÑ
ÒÙÑ ÓÔÑ ÓÔÑ ÓÏÑÒÒÑ

Ó×ÑÔÑ
ÓÐÑÔÔÑ
ÓÏÑ ÓÔÒÑ

ô ÜÍãÞÛ
ÓÐÕÑ ÓØÑ ÓÒÖÑÒÙÑ

Ô×ÑÒÐÑ
ÐÕÑÐÑ

ÓÔÒÑÕÑ
ÐÔÑÙÑ

ÓÏÙÑ ÓÕ×Ñ

Ì ÛÜáÍã|
ÓÔØÑ ÓÒÙÑ Ó×Ñ ÓÔÑÔ×Ñ

ÔÑÒØÑ
ÓØÑ ÓÔÐÑ ÓÒ×ÑØÑ

ÏÑ ÓÔÖÑ ÓÕÙÑ

ù ÜÛÊ Íãí
ÓÒÔÑ ÓÒÙÑ ÓÔÏÑ ÓÔÑÒÐÑ
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Preferred and least preferred stocks 

 Preferred stocks Least preferred stocks 

Oil & Gas   û þ ç ÿ é æ ê ç ÿ � � ó ë � å � � ê þ ó ÿ ò � ä � ê ë �� ó ë � ÿ æ � ó 	 ÿ ò � ÿ 	 
 þ ó � � � � � å è æ � å þ
Basic Industries   � 
 ÿ � ó 	 ê ë ò � ó þ � ÿ � � � � � � å ë � ê ú � � � � � ó � ê è � ê þ� å þ ò ç æ è 	 ç ó å þ � ê ç ÿ æ ó ê ë ò � � � � � ÿ � ÿ æ ó ç � � ÿ æ é è ò å þ � ê � ê æ é ÿ � å ë 	 ó �� ç ÿ ÿ ë � � ÿ ç ê ë ò � � ó þ ó þ é � � ä � ó ë ë ó ç å þ � ñ æ 	 ÿ ë å æ � ó ç ç ê ë � ó å � ó þ ç åä ê � ÿ æ � ä ê 	 � ê é ó þ é
Industry   ñ ÿ æ å ò � ê 	 ÿ � � ÿ � ÿ þ 	 ÿ ñ ó æ � è ò � å � 
 ê �� å þ ò ç æ è 	 ç ó å þ � ÿ æ æ å � ó ê ë� ê � ó ç ê ë � å å � ò � 	 
 þ ÿ ó � ÿ æ � ÿ ò ç ê ò � ó þ � � ú ò ç ÿ � ò� æ ê þ ò � å æ ç ê ç ó å þ � � ç 
 ÿ æ � ÿ æ � ó 	 ÿ ò � ó   ñ ó æ � ñ ó æ ë ó þ ÿ ò � � � æ ê � å æ ç � å ç 
 ÿ æ � æ ê þ ò û þ � æ ê � �� ÿ è ç ò 	 
 ÿ ä å ò ç � ñ ó æ � æ ÿ ó é 
 ç � � å é ó ò ç ó 	 ò � ñ � ì � � � � ñ ó æ ë ó þ ÿ ò � � ñ ÿ þ ê � å ç 
 ÿ æ � æ ê þ ò û þ � æ ê � � � å ú ê ë� ê ó ë � ñ ó æ � æ ÿ ó é 
 ç � � å é ó ò ç ó 	 ò �
Consumer Discretionary   ñ è ç å � å � ó ë ÿ ò � � å � � å þ ÿ þ ç ò ä å æ ò 	 
 ÿ � � � ä � ñ � æ å è � � � � � � ê è æ ÿ 	 ó ê � � � � � ê ë ÿ å� è æ ê � ë ÿ ò � ñ � � ê æ ÿ ë � � è � è æ ú � ÿ æ ó þ é � ê ë � ê ç å æ ÿ � ÿ æ æ ê é ê � å� å ç ÿ ë ò � � ÿ ò ç ê è æ ê þ ç ò � � ÿ ó ò è æ ÿ � ÿ ë ó ê � å ç ÿ ë ò û þ ç ÿ æ þ ê ç ó å þ ê ë � � å ç ÿ ë ò � � � ë ó å æ � � ÿ ò ç ê è æ ê þ ç ò � û � � � � å ç ÿ ë ò � � � å � ÿ � å � � ÿ ò ç ê è æ ê þ ç ò �� ÿ � ó ê � ä ä � ê 	 ÿ � å å �� ÿ ç ê ó ë ó þ é � ò � ÿ 	 ó ê ë ó ò ÿ � � ñ ò å ò � � �
Consumer Staples   � å å � � � ç ê � ë ÿ ò � ÿ ç ê ó ë ó þ é � ê ò ó þ å � � ê æ æ ÿ � å è æ � 	 ê � å� ÿ � ÿ æ ê é ÿ ò � ó ê é ÿ å � � ÿ ó þ ÿ � ÿ þ � ê æ ë ò � ÿ æ é � � æ å ù þ � å æ � ê þ� å å � � ê þ å þ ÿ � ý þ ó ë ÿ � ÿ æ � æ ê � ç � ÿ ó þ � å � ê 	 	 å � ñ � � û � � ÿ æ ó ê ë � æ ê þ � ò� å è ò ÿ 
 å ë � � ä ÿ æ ò å þ ê ë � ê æ ÿ � ÿ þ � ÿ ë � � � � å ë é ê ç ÿ
Health Care   � ÿ ê ë ç 
 � ê æ ÿ � � è ó � � ÿ þ ç � � ÿ æ � ó 	 ÿ ò � æ ÿ ò ÿ þ ó è ò � � � � å ò û � ê é ó þ éä 
 ê æ � ê � � ó å ç ÿ 	 
 � � ó � ÿ � 	 ó ÿ þ 	 ÿ ò ñ ò ç æ ê � ÿ þ ÿ 	 ê � � 
 ó æ ÿ � � ê þ å � ó � ø å � ê æ ç ó ò � ñ � � � ó ÿ �� ÿ æ 	 � � � å � û � ò ÿ þ ø å � å ø å æ � ó ò � � � å 	 
 ÿ � � æ ó ò ç å ë ì � ú ÿ æ ò � � è ó � �
Financials   � ê þ � ò ñ � ø � � ñ � ñ � � ø � � � � � � � � � � � � � � � � � � û ñ� ó � � � ó þ ê þ 	 ó ê ë ò � û þ � ÿ ò ç � ÿ þ ç � ê þ � òû þ ò è æ ê þ 	 ÿ ñ ò ò ó 	 � ÿ þ ÿ æ ê ë ó ò � ê � ñ � ê � è æ ó 	 
� ÿ ê ë � ò ç ê ç ÿ � ë � � ó ÿ æ æ ÿ � ê æ � ò � ê þ �
Information Technology   � å � ç ù ê æ ÿ � û � � ÿ æ � ó 	 ÿ ò ñ ë ç æ ê þ � ÿ 	 
 þ å ë å é ó ÿ ò � å � ç ù ê æ ÿ ñ �� ÿ 	 
 þ å ë å é ú � ê æ � ù ê æ ÿ � � � � ç � ø å � ó ê � æ ó 	 ò ò å þ� ÿ � ó ì 	 å þ � è 	 ç å æ ò � � � ó 	 æ å ÿ ë ÿ 	 ç æ å þ ó 	 ò
Telecommunication Services 

� ÿ è ç ò 	 
 ÿ � ÿ ë ÿ � å � � ÿ ë ÿ þ å æ
Utilities 

� � � � � å æ ç è � � � ÿ æ � è þ � � � ø � � þ ê é ê ò � � � ä
Source: SG Cross Asset Research/Equity Strategy 



 � � � � � � � � � � �   �

¡ ¢ £ ¤ ¥ ¦ § ¨ ¦ © ¡ ª ¢ « ¢ ¬ ¢

SG Premium List 

The SG Global Research and Strategy team selects stocks that are deemed to be the most promising by evaluating the investment 

case, 12-month forward target price and rating (Buy, Hold, Sell) of the European stocks that we cover. 

Company Sector Currency Price (20/11/18) Target Price TSR (%)  ® ¯  ° ± ² ® ³ ´ µ ¶ · ¸ ¹ º º » ¼ º ½ ¼ ¾ ¿ ¿ ² ± À ² Á Â Ã ¶ · ¸ ¹ ¼ Ä » Å Å Æ » Ç ¼ ¼ Ã Ã È ³ ´ É Ê · Ë ´ ¶ Ì ± ³ ´ ¿ Â · ¸ ¹ Í Ä Å º Í Å º Í ± ¿ Â Ã ² ± Î È Á Á ³ Ã Î Â Á ³ Ã ¶ Ï Î È ´ È ´ Ð · ¸ ¹ º Æ » ¾ Ç Ç » Ç Í Í ½ Ñ ³ Ë ´ ¶ Ì ± ³ ´ ¿ Â · ¸ ¹ º Í » º ¼ Æ Ç Ä® Ò Ó È Ã Ï Ô ³ ¶ Ô ® Ò Å » º Õ » Ä ¼ ¾Ö ± × Ø È Á  Ð ± È ¿ ² Ã Â Ê  ® ³ ´ µ ¶ · ¸ ¹ Í Æ » Õ Í Õ Å ¾Ö ¹ À Ò Ù Ö Ö ² ´ ¶ Á ± Ì ¿ Á È ² ´ Î ³ Á Â ± È ³ Ã ¶ Ô ® Ò º Í » ¼ ¼ Æ Ç ÇÚ Â Ì Á ¶ ¿ Û Â Ò ² ¶ Á  Ô Ü ± ³ ´ ¶ Ý ² ± Á ³ Á È ² ´ · ¸ ¹ º ¾ » ½ Ç Í Å Í· Þ ² ´ È µ Ö Û Â ° È ¿ ³ Ã ¶ · ¸ ¹ º Ç » Å Ç Æ Õ ÄÀ Â ´ µ Â Ã À Ò Ö · ¸ ¹ ½ Ä » Í Í Í Å Í ½¯ ² Þ ³ ± Á È ¶  Ô Ò Û ³ ± ° ³ ¿ Â Ì Á È ¿ ³ Ã ¶ Ö À ß Ä Ä » Í Í Æ Æ Í ¾Ò Ì à Ã È ¿ È ¶ Ô ± ² Ì Ý Â Î Â Ø È ³ · ¸ ¹ Å º » Ç ¾ ¼ Ç ¼Ê  Ò Ê ² á Á â ³ ± Â Ï Ë Ü Ê Â ± Þ È ¿ Â ¶ · ¸ ¹ Ä Ä Í Í ¾ ¼ ÅÊ Ü Î È ¿ ± ² Â Ã Â ¿ Á ± ² ´ È ¿ ¶ Ü Â ¿ Û ´ ² Ã ² Ð ã À ³ ± Ø â ³ ± Â ¸ Ê Ú Í ¼ » Õ ¼ Æ Í º ºÜ Â ¿ Û ´ È Ý ß Î Ö Ó È Ã Ï Ô ³ ¶ ¸ Ê Ú º ¼ » Í Ç Å ½ ¾ä ² Ã µ ¶ â ³ Ð Â ´  Ì Á ² ° ² à È Ã Â ¶ · ¸ ¹ Í Ç Å » Ä º Æ Ä Ç ¾
Data as of 20/11/2018, Source: SG Cross Asset Research/Equity Strategy  

SG Premium List absolute performance  SG Premium List relative performance to Eurostoxx 50 

100 = 01/01/08. Source: Bloomberg, SG Cross Asset Research/Equity Strategy  100 = 01/01/08. Source: Bloomberg, SG Cross Asset Research/Equity Strategy 

 

 

Premium list – Mid & Small caps 
Company Sector Currency Price (20/11/18) Target price TSR (%) Ö ß · Ö ² ´ ¶ Á ± Ì ¿ Á È ² ´ Ï ® Ì È Ã Ø È ´ Ð Î ³ Á Â ± È ³ Ã ¶ · ¸ ¹ ½ º » Ç Í Ç Æ Å Ç· Ì ± ² Ý ¿ ³ ± Î ² à È Ã È Á ã Ô ± ² Ì Ý Ö ² ° ° Â ± ¿ È ³ Ã ¶ Â ± Þ È ¿ Â ¶ Ï Ê Ì Ý Ý Ã È Â ¶ · ¸ ¹ Ä » º ¾ Í º » Õ Å Õå ³ Ì á ° ³ ´ Ï ® ± ² ³ Ø ¹ Â ³ Ã Â ¶ Á ³ Á Â · ¸ ¹ ¼ ¼ » Å Õ Ç Ä » º Å ÆÎ ³ È ¶ ² ´ ¶ Ø Ì Î ² ´ Ø Â ¯ ² ´ ß ² ² Ø ¹ Â Á ³ È Ã · ¸ ¹ Í ½ » ¼ Õ Ç Æ Í Æ ½Ò ± ² ¶ È Â à Â ´ ¶ ³ Á Í Î Â Ø È ³ Î Â Ø È ³ · ¸ ¹ Í ¾ » ¼ ¾ º Å Å Æ¹ Ì à È ¶ Ó È Ã Ï Ô ³ ¶ · ¸ ¹ Ç ¼ » ¾ Ç ¾ Æ Õ ¼Ü ± È Ð ³ ´ ² Ö ² ´ ¶ Ì ° Â ± Ú Ì ± ³ à Ã Â ¶ · ¸ ¹ Ä º » ¾ Í Å Ä ½ º
Data as of 20/11/18. Source: SG Cross Asset Research/Equity Strategy  
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SG EQUITY RESEARCH RATINGS on a 12 month period 

BUY: absolute total shareholder return forecast of 15% or more 

over a 12 month period. 

HOLD: absolute total shareholder return forecast between  0% and 

+15% over a 12 month period. 

SELL: absolute total shareholder return forecast below  0% over a 

12 month period. 

Total shareholder return means forecast share price appreciation 
plus all forecast cash dividend income, including income from 

special dividends, paid during the 12 month period.  Ratings are 
determined by the ranges described above at the time of the 
initiation of coverage or a change in rating  (subject to limited 
management discretion). At other times, ratings may fall outside of 
these ranges because of market price movements and/or other  

short term volatility or trading patterns. Such interim deviations 
from specified ranges will be permitted but will become subject to 

review by research management. 

Sector Weighting Definition on a 12 month period: 

The sector weightings are assigned by the SG Equity Research 
Strategist and are distinct and separate from SG equity research 

analyst ratings. They are based on the relevant MSCI. 

OVERWEIGHT: sector expected to outperform the relevant broad 

market benchmark over the next 12 months. 

NEUTRAL: sector expected to perform in-line with the relevant 

broad market benchmark over the next 12 months. 

UNDERWEIGHT: sector expected to underperform the relevant 

broad market benchmark over the next 12 months. 

The Preferred and Least preferred stocks are selected by the 
covering analyst based on the individual analyst’s coverage 

universe and not by the SG Equity Research Strategist. 

 Equity rating and dispersion relationship 

Source: SG Cross Asset Research/Equity 
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MSCI DISCLAIMER: The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without 

prior written permission of MSCI, this information and any other MSCI intellectual property may not be reproduced, redisseminated or used 

to create any financial products, including any indices. This information is provided on an “as is” basis. The user assumes the entire risk of 

any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information 

hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with 

respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved 

in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital 

International and the MSCI indexes are service marks of MSCI and its affiliates or such similar language as may be provided by or approved 

in advance by MSCI. 

SRI 

For those reports containing a contribution from the SRI research team, the ESG numerical rating (with 100 being the highest score) is based 

on a four step rating methodology that includes: (i)identifying material ESG factors and associate weightings by sector; (ii)providing key 

performance indicators of company evaluation; (iii) calculating quantitative ESG rating (based on Sustainalytics data); and combining SG 

equity and ESG ratings to ide ntify top picks. The ESG ratings are grouped into three equal tiers (Tiers 1,2 and 3) with Tier 1 containing the 
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companies with the highest ESG numerical scores. The ESG numerical ratings should not be considered fundamental ratings of any kind 

and are completely separate from SG’s equity and credit ratings s
FOR DISCLOSURES PERTAINING TO COMPENDIUM REPORTS OR RECOMMENDATIONS OR ESTIMATES MADE ON SECURITIES 

OTHER THAN THE PRIMARY SUBJECT OF THIS RESEARCH REPORT, PLEASE VISIT OUR GLOBAL RESEARCH DISCLOSURE WEBSITE 
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