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Summer Complacency Gives Way to Two-Way Risk

July began with characteristic summer complacency, reflected in a placid volatility
index, but quickly evolved into a highly complex environment for portfolio
allocators. The calm gave way to several crosswinds that dramatically reshaped
asset class performance, catching many off guard. The primary catalyst was a
sudden geopolitical rupture as the US administration abruptly declared its recent
memorandum of understanding with Iran effectively over.

This diplomatic shift sent immediate shockwaves through energy markets. Brent
crude climbed from $71 to just over $100 before gravity and demand concerns
pulled it back to settle near $90. Agricultural markets experienced parallel supply-
side anxieties driven by logistical disruptions in the Strait of Hormuz, intensified
strikes in Ukraine, and mounting El Nifio concerns, collectively reigniting fears of
real-asset inflation.

Sovereign Yield Surges and the Steepening Curve

This commodity-driven inflation pulse cascaded directly into global fixed income
markets. Despite major central banks largely maintaining a holding pattern on
benchmark rates, sovereign yields surged across the developed world. The long
end of the curve bore the brunt of this repricing, culminating with the US 30yr
yield reaching a post-2007 high of 5.27%. With the Federal Reserve offering
remarkably little forward guidance to soothe frayed nerves, the yield curve
steepened sharply, forcing wealth managers to critically reassess their duration
exposure.

Concurrently, foreign exchange markets witnessed a broad capitulation of the US
dollar, which ceded ground against all of its G10 peers. The most decisive
currency action occurred in Asia, where aggressive intervention by Japanese
monetary authorities successfully punished speculative shorts and propelled the
yen to become the month’s top-performing G7 currency.
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The Growth Reversal and Improving Market Breadth

Within equities, the defining narrative was a violent structural reversal in the
crowded artificial intelligence and semiconductor trades that had dictated market
direction all year. The high-beta growth leadership fractured, best encapsulated by
the Philly Semiconductor index (-20.6%) and the tech-heavy KOSPI (-22.2%). Yet,
when communicating with anxious clients, context remains paramount: despite
this severe mid-summer drawdown, both indices maintained staggering year-to-
date gains well above 50%. More importantly, this localized tech wreck did not
precipitate systemic contagion. Instead, it catalysed a desperately needed
broadening of market breadth.

Capital aggressively rotated out of mega-cap tech and into previously neglected
sectors, driving the equal-weighted S&P 500 to a record high while the cap-
weighted index finished essentially flat. Consequently, the Nasdaq suffered its
most severe relative underperformance against the broader US market since 2022.

International Divergence and Disciplined Allocation

Looking beyond domestic shores, this rotation provided a tangible tailwind for
European equities. Supported by steady Eurozone GDP growth, the region
managed to grind out positive returns, with the UK market demonstrating notable
relative strength due to its heavier weighting in energy and traditional value
sectors. Conversely, broader Asian markets outside of the Korean tech volatility
remained distinctly fragile, with the Shanghai Composite and Nikkei declining
significantly under the weight of localized economic concerns and a stronger yen.

The main takeaway from July is clear: markets are no longer driven by a single tech
trade. The assumption of perpetual mega-cap dominance has been thoroughly
challenged.

Navigating the rest of the year requires shifting away from passive momentum
toward disciplined, active stock selection. Prioritizing strong fundamentals,
earnings quality, and attractive valuations ensures portfolios stay positioned to
capture wider market gains while buffering against sudden pullbacks in tech
leadership.
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Blue Chip Stocks: June Monthly Performance (USD) Highlights

Top Performers

Company Sector Performance
ALIBABA GROUP HOLDING-SP ADR Consumer Discretionary 27.00%
MICROSOFT CORP Technology 25.00%
AMAZON.COM INC Consumer Discretionary 14.00%
RTX CORP Industrials 13.00%
MERCADOLIBRE INC Consumer Discretionary 11.00%

ALIBABA GROUP HOLDING-SP ADR

Sentiment was bolstered by the global release of the Qwen3.8-Max Al
model and the consolidation of enterprise Al tools into a single platform,
which significantly improved cost efficiency for enterprise clients.

Investors reacted positively to evidence that losses from the company's
instant commerce and on-demand delivery segments had begun to bottom
out, leading to less volatile profit margins.

The stock benefited from a broader tactical shift as investors rotated capital
into undervalued Chinese internet giants following a period of sustained
outperformance in other regional tech hubs.

MICROSOFT CORP

Shares achieved historic gains after quarterly results confirmed that Al
demand is now a primary driver of growth, with Azure revenue significantly
exceeding guidance due to a massive $678 billion commercial backlog.

Unlike peers who faced scrutiny for rising costs, the company successfully
justified its massive infrastructure investment by demonstrating a clear
"proof-of-demand" and high utilization rates for its Al-enabled services.

Management's commentary that Cloud demand currently outstrips
available supply reinforced the narrative of a durable, multi-year growth
cycle for the company’s core enterprise platforms.
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AMAZON.COM INC

The stock surged to a new record $3 trillion market capitalization as the
AWS division recorded its fastest growth rate since 2021, driven by a surge
in large-scale cloud and Al infrastructure contracts.

Technical sentiment improved following a strategic $35 billion investment
in OpenAl, which investors viewed as a move to secure future computing
resource revenue and deepen the company's competitive moat in
generative Al.

Despite a significant increase in capital expenditure, the company’s ability
to maintain strong operating income across its North American and
Advertising segments provided a robust cushion against broader market
volatility.

Bottom Performers

Company Sector Performance
TAIWAN SEMICONDUCTOR-SP ADR Technology -15.00%
GE VERNOVA INC Industrials -16.00%
ASML HOLDING NV-NY REG SHS Technology -18.00%
CATERPILLAR INC Industrials -23.00%
LAM RESEARCH CORP Technology -32.00%

ASML HOLDING NV-NY REG SHS

Investors took profits following the stock’s substantial gains earlier in the
year, leaving ASML more exposed to any moderation in technology-sector
momentum.

High expectations around Al-related semiconductor demand meant that
even modest uncertainty around the pace of customer spending weighed
on sentiment.

Attention shifted towards the risk of a slower order cycle for advanced
chipmaking equipment, despite the company maintaining a constructive
longer-term outlook.

CATERPILLAR INC

The shares were pressured by concerns that global industrial and
construction activity could moderate, particularly following a period of
strong performance.
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e Although quarterly revenues were robust, investors appeared to focus on
whether the pace of earnings growth could be sustained from already
elevated levels.

o Market leadership shifted towards large-cap technology and Al
beneficiaries, reducing relative demand for economically sensitive industrial
companies.

LAM RESEARCH CORP

e Lam Research faced profit-taking as investors reassessed a semiconductor
equipment rally that had already priced in a significant improvement in
industry conditions.

e Concerns around the timing and scale of customer capital expenditure,
particularly from memory-chip manufacturers, created near-term volatility.

e The stock was affected by a rotation within technology, as investors became
more selective between Al beneficiaries and companies tied to the more
cyclical parts of the semiconductor industry.

ETF Portfolio Insights - Vanilla Funds’ Global Balanced GBP Strategy

Looking ahead, the Vanilla Global Balanced Portfolio is positioned to benefit from
several high-conviction growth themes while maintaining a robust defensive
framework. The tilt towards semiconductors, data centers, and quantum
computing ensures the portfolio remains a primary beneficiary of the ongoing
transition into an Al-driven economy. While these technology-focused holdings
offer the highest growth potential, they are also likely to experience heightened
volatility, making the portfolio sensitive to shifts in global interest rate expectations
and high-profile earnings announcements.

To mitigate these risks, the portfolio incorporates significant diversifiers that
should act as a hedge against macroeconomic instability. The inclusion of defence
and energy ETFs, alongside broad commodity exposure, provides a natural offset
to geopolitical tensions or potential supply-side shocks that could disrupt global
equity markets. These "real asset" themes often move independently of broader
technology trends, offering a layer of protection if market sentiment turns more
cautious or if inflationary pressures prove to be stickier than expected.

Furthermore, the fixed income component is strategically anchored in shorter-
duration and inflation-linked assets. By focusing on short-dated gilts, corporate
bonds, and TIPS, the portfolio reduces its vulnerability to sudden spikes in long-
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term yields while ensuring it can respond effectively to persistent price pressures
in the US and Europe. This balanced approach - pairing aggressive technological
growth with a defensive, inflation-aware core - seeks to capture long-term upside
while smoothing the path through an increasingly complex global economic

landscape.

July Top Performers

Fund Name

iShares MSCI World Energy Sector UCITS ETF (Dist)

L&G Longer Dated All Commodities UCITS ETF

VanEck Defense ETF Acc

Amundi Euro Inflation Expectations 2-10Y UCITS ETF Acc
iShares £ Ultrashort Bond UCITS ETF GBP (Dist)

July Bottom Performers

Fund Name

XTrackers Nikkei 225 UCITS ETF 1D

AssetClass
Equity
Commodity
Equity

Fixed Income

Fixed Income

AssetClass

Equity

Global X Data Center REITs & Digital Infrastructure UCITS ETF (Acc Equity

iShares Global Clean Energy Transition UCITS ETF (Dist)
WisdomTree Quantum Computing UCITS ETF - USD Acc
VanEck Vectors Semiconductor UCITS ETF

Equity
Equity
Equity

Theme
Sector

Broad Market
Thematic
Inflation

Money Market

Theme

Large Cap
Thematic
Thematic
Thematic

Sector
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Performance

10.0%
3.9%
1.5%
0.4%
0.3%

Performance

-10.8%
-11.1%
-14.9%
-15.6%
-19.7%



