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‘Magnificent 7’ tech super-caps lead market – equally weighted indices underperform

Equity market leadership still extraordinarily tightEqually weighted indices sharply under-perform

US equity market rally has been extraordinarily narrow in 2023
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Apple, MSFT, Tesla, Nvidia, Alphabet, Amazon, Meta, 
United Health, Berkshire Hathaway, Exxon.

“The Magnificent Seven”



What is a financial bubble – Chat GPT US technology valuation 

Source: Exploding topics, the Guardian and Chat GPT May 2023

Are we facing a bubble in AI related US technology stocks?
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‘During a bubble, market sentiment 
becomes overwhelmingly positive, 
leading to a self-perpetuating cycle of 
rising prices and increasing investor 
demand. This irrational exuberance and 
optimism can result in the formation of 
an investment bubble.’  Chat GPT



Four bubbles identified in the last three years as COVID-driven liquidity surged

Four asset class bubbles driven by COVID-era monetary policy (Bitcoin, FAANG, ARKK and now AI)

The AI equity bubble is still small by historic standards…
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Rapid normalisation of interest rates will inevitably see some bubble burst 

The speed of policy tightening has been aggressive UK rates have risen from a 330-year low to the average in 18m

Bubble Risk 1: Interest rates continue to rise globally
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Market expectation for terminal rates are 5.75% for 
STG, 5.29% for USD & 3.84 for Euro 

Macrobond 20.06.23.23



Asset prices are closely correlated with global liquidity

Central bank assets contract again after BoJ intervention Global equities and Central Bank Assets are correlated

Bubble Risk 2: Central bank balance sheets shrinking
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Portfolio protection, dividend underpinning and a multi-theme approach 

1. Utilise portfolio protection when the price is right 2. Recurring dividend flows should underpin asset prices

How can we protect against bubbles?
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Our current mega and sub-themes

A multi-thematic approach helps mitigate single theme bubbles 

8

Digitalisation Automation Ageing Evolving Consumption Climate Change

Analytics

Cloud

Digital media

Digital commerce

Connectivity

Processing

Factory, robotics & AI

Supply chain

Food chain technology

Test & verify

Nascent adopters

Genomic revolution

Future human

Value based care

Pandemic fragility

Funding the 100 year life

Fulfilment

Diet & nutrition

Active lifestyle

Emerging consumer

Experience economy

Aspirational consumer

Environmental resources

Infrastructure & buildings

Low carbon power

Resource efficiency

Low carbon transport

High carbon transition

Investment themes leading to companies with sustainable long-term businesses
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Important information

If you are a private investor, you should not act or rely on this document but should contact your professional advisor. 

This document has been approved by Sarasin & Partners LLP of Juxon House, 100 St Paul’s Churchyard, London, EC4M 8BU, a limited 
liability partnership registered in England & Wales with registered number OC329859 which is authorised and regulated by the Financial 
Conduct Authority with firm reference number 475111. 

It has been prepared solely for information purposes and is not a solicitation, or an offer to buy or sell any security. The information on 
which the document is based has been obtained from sources that we believe to be reliable, and in good faith, but we have not
independently verified such information and no representation or warranty, express or implied, is made as to their accuracy. All
expressions of opinion are subject to change without notice. 

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally 
invested. This can be as a result of market movements and also of variations in the exchange rates between currencies. Past performance 
is not a guide to future returns and may not be repeated. 

Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied 
warranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby 
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect of 
any such data.  Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to 
compiling, computing or creating the data have any liability for any direct. indirect, special, punitive, consequential or any other damages 
(including lost profits) even if notified of the possibility of such damages.  No further distribution or dissemination of the MSCI data is 
permitted without MSCI’s express written consent.

Neither Sarasin & Partners LLP nor any other member of the Bank J. Safra Sarasin group accepts any liability or responsibility whatsoever 
for any consequential loss of any kind arising out of the use of this document or any part of its contents. The use of this document should 
not be regarded as a substitute for the exercise by the recipient of his or her own judgment. Sarasin & Partners LLP and/or any person 
connected with it may act upon or make use of the material referred to herein and/or any of the information upon which it is based, prior 
to publication of this document. If you are a private investor you should not rely on this document but should contact your professional 
adviser. 

© 2023 Sarasin & Partners LLP – all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & 
Partners LLP.
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Juxon House
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