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...out remember to come back in September

25 August 2026

Everyone knows the adage “Sell in May and go away” but far fewer are
familiar with its more-important second part “...but remember to come back
in September.” The strong 2Q earnings season supports this view, with next
year’s earnings expectations continuing to move higher, a historically rare
and highly constructive signal for equities.
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THE CONTEXT

"Sell in May and go away but remember to come back in September" is a famous stock-market saying. Rather than a
market-timing rule, it reflects a seasonal pattern during which a disproportionate share of long-term equity returns
are historically generated between October and April, while the summer months often deliver more-subdued
performance. This year has again demonstrated why seasonality should never be viewed as a mechanical trading
signal. Equities have continued to advance during the summer, albeit at a more moderate pace, supported by resilient
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economic activity and, most importantly, a remarkably strong earnings backdrop. For investors returning from
summer holidays, the key question is therefore not whether the old adage holds true but whether the foundations
for further gains remain in place. In our view, the answer depends primarily on one factor: corporate earnings.

THE DATA

The backdrop for equities remains constructive. The latest earnings season has reinforced the
earnings-driven nature of the current bull market, with companies across most regions
delivering results above expectations and earnings revisions continuing to move higher.
Particularly encouraging is the ongoing upward revision of consensus 2027 earnings forecasts
across broad segments of the market. Historically, earnings estimates for the following year
tend to be revised downward over time rather than upward. The fact that revisions are currently
moving in the opposite direction provides a strong indication that the earnings cycle remains
healthy and continues to support equity markets.

In the US, earnings growth reached its strongest pace since 2021, supported by continued
investment in artificial intelligence, resilient corporate spending and strong profitability in the
technology and energy sectors. Europe also delivered positive surprises, with earnings
expectations revised steadily higher throughout the reporting season. Importantly, the recovery
is becoming increasingly broad-based, extending beyond enerdy to financials, industrials,
materials and technology. The rise in European manufacturing PMis to 52.8 in August, firmly in
expansion territory, further supports the prospect of improving earnings momentum over the
coming quarters. In Emerging Markets, earnings strength remains concentrated in Taiwan and
South Korea, where Al-related demand continues to drive substantial upgrades to profit
expectations. Semiconductor and hardware companies continue to be the primary beneficiaries
of the ongoing Al investment cycle.

OUR VIEW

Looking ahead, we expect Al-related capital expenditure to remain one of the most important
drivers of global growth, demand and corporate profitability. Hyperscaler investment continues
to accelerate, while spending on Al infrastructure, cloud computing and related technologies is
expected to expand significantly over the coming years. While hyperscalers are driving this
investment cycle, the most immediate beneficiaries continue to be semiconductor producers
and other critical suppliers of Al infrastructure, reflecting their central role in enabling the build-
out of computing capacity. Together with rising cloud revenues and ongoing productivity gains,
this should provide a durable and broad-based tailwind for corporate earnings.

We also expect market leadership to broaden further. While larde-cap technology companies
remain important earnings drivers, improving profit expectations are increasingly spreading
across sectors and market caps. Europe is particularly well positioned to benefit from this trend,
given its cyclical sector composition and strong orientation toward industrial companies. The
strong year-to-date performance of small-and-mid-cap companies reflects this broadening
earnings recovery. The Russell 2000 has advanced by approximately 21% year-to-date, nearly
double the performance of the S&P 500, providing tangible evidence that participation in the
equity rally is widening. From an investment perspective, corporate earnings remain the single
most important reason to remain constructive on equities. Valuations in some market
segments are undoubtedly demanding, but continued earnings growth and the ongoing
upward-revision cycle provide important support.

The principal risk to this constructive outlook would be a material increase in long-term interest
rates, particularly in the US, although this is not our base-case scenario. Higher bond vyields
would likely translate into tighter financial conditions and higher discount rates, thereby
reducing valuation support for risk assets. In addition, investors should remain mindful of the
risk of unexpected developments in the global Al landscape, including technological
breakthroughs or competitive announcements from China, which could alter market leadership
and trigder periods of elevated volatility.

www.the-investment-institute.unicredit.eu 2




The Investment Institute Coffee Break
by UniCredit 25 Audust 2026

That said, as long as the earnings cycle remains intact, with consensus expectations for 2027
continuing to move higher and economic activity proving resilient, we see further upside
potential for global equities over the medium term.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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