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Key Takeaways: 

• Equity markets have rallied strongly after 1Q earnings, helped by AI-driven profit growth and revived risk 

appetite. But the 19.5% rally from 30 March lows could leave markets vulnerable to disappointment as investors 

focus back on macro like inflation. 

• We expect the Fed to stay neutral but the 10 June US CPI print is a key risk. A hot inflation reading could invoke 

rate hike narratives, lift yields, and pressure equity valuations. 

• Positioning also looks crowded after investors redeployed cash and reduced hedges. This does not imply a 

crash, but it weakens market shock absorbers and makes consolidation likely after the sharp rally. 

• We maintain constructive on our medium-term equity exposure and would buy-the-dips. Preferred areas include 

semiconductors, data centres, power, cooling, selected software, Taiwan, South Korea, and China A-shares. 

 

Solid 1Q results done, focus back on macro 

 

Equity markets have done what they usually do once 

the worst-case scenario is taken off the table: they 

have rallied first and asked questions later. Since the 

ceasefire, market action has been very strong. Risk 

appetite has returned, volatility has cooled, and 

investors who were hiding in cash have been forced 

to re-engage. 

 

The first quarter has shown that AI has turbocharged 

earnings for some companies. For example, among 

the megacap companies globally, the South Korean 

memory giants are expected to make the highest 

absolute net profits, exceeding even their US listed 

Megacaps, driving down their forward P/E to single 

digits. All the stocks (ex Apple) are also trading below 

their 5-year high P/Es. 

 

That is the good part. The awkward bit is that prices 

have moved faster than the macro facts. Valuations 

are not wildly stretched, but they have jumped back 

up quickly. Markets are now pricing in very little 

disappointment. That is always a slightly dangerous 

place to be. When expectations are low, good news 

is a bonus. When expectations are high, even “fine” 

can feel like a let-down. 

 

Our PPE framework remains: Policy, Positioning and 

Earnings. On that basis, the medium-term equity 

outlook remains positive. But the near-term setup is 

less comfortable. After such a strong move, the 

market may need to wobble before it can move higher 

again. 

 

Figure 1: Global Megacap companies 

 
Source: Bloomberg, UOB Private Bank. Dated 30 May 2026. 

 

  

Company
Mkt Cap 

(USD tn)

12M Fwd 

P/E (x)

5Y Peak 

Fwd P/E (x)

Peak P/E 

Date

2026E Net Profit 

(USD bn)

NVIDIA 5.11 21.2 71.1
Nov 8, 

2021
113.9

Alphabet 4.59 28.3 30.4
May 13, 

2026
174.7

Apple 4.58 35.7 35.2
Dec 26, 

2024
128.4

Microsoft 3.34 24.2 36.8
Nov 19, 

2021
129.3

Amazon 2.91 27.3 64.2
Nov 18, 

2021
95.3

Broadcom 2.12 33.8 48.7
Dec 10, 

2025
43.3

TSMC 1.95 22.6 26.6
Jul 14, 

2021
80.5

Saudi Aramco 1.80 14.1 20.2
Mar 8, 

2022
127.3

Tesla 1.64 220.1 246
Dec 22, 

2025
4.5

Meta Platforms 1.61 17.9 28
Feb 14, 

2025
84.4

Samsung Elec 1.24 6.5 39.2
Apr 21, 

2023
181.2

SK Hynix 1.11 7.1 111.4
Nov 11, 

2022
133.9

Micron 1.10 10.1 1,003.80
Dec 19, 

2022
66.9

Eli Lilly 1.04 29.3 73.3
Oct 16, 

2023
31.7

Berkshire Hathaway 1.02 23.3 29.6
Mar 3, 

2022
47.3

Walmart 0.92 38.7 46.7
Feb 13, 

2026
23
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Figure 2: Fed funds rate forecast to be on hold 

 
Source: Bloomberg, UOB Private Bank 

 

Policy: Neutral Fed, but CPI maybe the tripwire 

 

The Federal Reserve is unlikely to become 

aggressively hawkish again. Our base case is that the 

Fed stays neutral through the end of the year, rather 

than returning to rate hikes. That matters. A neutral 

Fed gives equities room to digest higher valuations, 

especially if growth remains resilient and earnings 

keep improving. 

 

But the next inflation print is a clear risk event. The US 

CPI release on 10 June 2026 could matter more than 

usual. If the number comes in close to 4%, markets 

may have to rethink the comfortable idea that policy 

risk is safely contained. 

 

Figure 3: CPI could hit 4% 

 
Source: Bloomberg, UOB Private Bank 

 

The issue is not necessarily that the Fed would 

immediately hike. That still looks unlikely. The problem 

is that a hot CPI print would push rate-cut 

expectations further out, lift bond yields, and tighten 

financial conditions at exactly the point when equities 

are already priced for smooth sailing. A market that 

has just rallied hard does not need much of an excuse 

to take profits. Historical studies have shown that the 

S&P500 could retrace 3-6% in the short term after the 

first 4% CPI print. 

 

So, policy is not bearish. But it is also not a free pass. 

The Fed may be neutral, but inflation can still throw a 

chair across the room. 

 

Figure 4: Equity sentiment indicators 

 
Source: Bloomberg, UOB Private Bank 

 

Positioning: Everyone is brave again 

 

Positioning is now probably the most fragile part of 

the setup. Indicators suggest investors have moved 

back into risk-on mode. Cash has been put to work. 

Hedges have been reduced. The market is no longer 

climbing a wall of worry. It is now jogging along a 

ledge with a fairly large crowd behind it. 

 

That does not mean a sell-off is inevitable. It does 

mean the market’s shock absorbers are weaker. 

When investors are under-positioned, dips are often 

bought quickly. When most capital has already been 

deployed, dips can become more awkward. There are 

fewer marginal buyers, and more investors looking for 

a reason to lock in gains. 
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This is why consolidation would be normal, not 

alarming. After a sharp rally, markets often need to 

pause, rotate, and test whether recent gains are 

durable. Some of the strongest areas, particularly 

technology and AI-linked names, may need to digest 

gains before the next move higher. 

 

The key question is whether consolidation stays 

orderly. If inflation surprises on the upside, or yields 

jump, positioning could turn a modest pullback into a 

sharper air pocket. That would be uncomfortable, but 

not necessarily thesis-breaking. 

 

Figure 5: Solid earnings growth = buy-the-dip 

 
Source: Bloomberg, UOB Private Bank 

 

Earnings: Still the solid anchor 

 

The key pillar of the equity story remains earnings. 

First-quarter results were solid, and the outlook for 

the rest of 2026 looks constructive. More importantly, 

earnings revisions have been strong, keeping this rally 

from being just another valuation-led sugar rush. 

 

Figure 6: S&P500 earnings revised higher 

 
Source: Bloomberg, UOB Private Bank 

The AI capex cycle remains central. The rule of thumb 

is simple: wherever hyperscaler capital expenditure is 

being spent, that is where returns are likely to show 

up. Semiconductors, cloud infrastructure, data 

centres, networking, power, cooling, and selected 

software enablers remain the obvious beneficiaries. 

 

This is important because the market is getting more 

selective. It is no longer enough to wave an AI flag 

and expect the share price to levitate. Investors are 

starting to separate companies with actual revenue, 

margin and earnings leverage from those merely 

selling a good story. That is healthy. 

 

If earnings revisions continue to move higher, 

valuations can remain supported. A higher multiple is 

easier to defend when the earnings denominator is 

rising. This is the main reason we remain positive on 

equities over the medium term. 

 

Figure 7: Valuations higher but below peak 

 
Source: Bloomberg, UOB Private Bank 
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Bottom line 

 

The rally is real, but the easy phase is probably over. 

Policy is neutral, positioning is crowded, and earnings 

are still strong. That combination argues for staying 

invested, but not blindly chasing. 

 

Near term, the market is vulnerable to a wobble, 

especially if the 10 June CPI print comes in hot. 

Medium term, the equity backdrop remains 

constructive, led by earnings growth and the 

hyperscaler capex cycle. 

 

In short: keep the equity exposure, but do not confuse 

a strong market with an invincible one. 

 

Figure 8: S&P500 near term technicals 

 
Source: Bloomberg, UOB Private Bank 

 

  



 

 

Disclaimer: 

General  

This document contains material based on publicly available information. Although every reasonable care has been taken to 

ensure the accuracy and objectivity of the information contained in this document, United Overseas Bank Limited (“UOB”) 

makes no representation or warranty as to, neither has it independently verified, the accuracy or completeness of such 

information (including any valuations mentioned).  UOB neither represents nor warrants that this document is sufficient, 

complete or appropriate for any particular purpose. Any opinions or predictions reflect the writer’s views as at the date of this 

document and may be subject to change without notice.  

 

The information contained in this document, including any data, projections and underlying assumptions, are based on certain 

assumptions, management forecasts and analysis of known information and reflects prevailing conditions as of the date of 

publication, all of which are subject to change at any time without notice. Past performance figures are not indicative of future 

results.  

 

Not an offer or solicitation to any particular person 

This document should not be regarded as an offer or solicitation to any particular person to transact in any product mentioned. 

Before deciding to invest in any product mentioned, please seek advice from your financial, legal, tax or other appropriate 

advisers on the suitability of the product for you, taking into account your specific investment objectives, financial situation or 

particular needs (to which this document has no regard). If you do not wish to seek such advice, please consider carefully 

whether any product mentioned is suitable for you.  

 

Risks  

An investment in any product mentioned in this document may carry different risks of varying degrees, including credit, market, 

liquidity, legal, cross-jurisdictional, foreign exchange and other risks (including the risks of electronic trading and trading in 

leveraged products). Nothing in this publication constitutes personalized accounting, legal, regulatory, tax, financial or other 

advice that regards the personal circumstances of a particular recipient. Please speak to your financial, legal or other 

appropriate adviser to understand the risks involved and whether it is appropriate for you to assume such risks before 

investing in any product.  

 

Any description of investment products is qualified in its entirety by the terms and conditions of the investment product and if 

applicable, the prospectus or constituting document of the investment product. 

 

Valuation  

Product valuations in this document are only indicative and do not represent the terms on which new products may be entered 

into, or existing products may be liquidated or unwound, which could be less favourable than the valuations indicated herein. 

These valuations may vary significantly from those available from other sources as different parties may use different 

assumptions, risks and methods.  

 

No liability  

To the fullest extent permitted under applicable laws and regulations, UOB and its affiliates shall not be liable for any loss or 

damage howsoever arising as a result of any person acting or refraining from acting in reliance on any information, opinion, 

prediction or valuation contained herein. 

 

UOB and its affiliates involved in the issuance of this document may have an interest in the products mentioned in this 

document including but not limited to, marketing, dealing, holding, acting as market-makers, performing financial or advisory 

services, acting as a manager or co-manager of a public offering, of persons mentioned in this document. UOB and its affiliates 

may also have alliances, contractual agreements, or broking, investment banking or any other relationships for the provision 

of financial services, with any product provider mentioned in this document. UOB and its affiliates may have issued other 

reports, publications or documents expressing views which are different from those stated in this document and all views 

expressed in all reports, publications and documents are subject to change without notice.  

 

Others  

Unless you are notified otherwise by UOB, UOB deals as a principal in any transaction which UOB has been instructed to 

effect, other than transactions relating to securities traded on an exchange, unit trusts and funds on your behalf where UOB 

acts as your agent.  

 

Singapore. This document and its contents are intended for Accredited Investors (as defined in Section 4A of the Singapore 

Securities and Futures Act (Chapter 289)). 

 

Hong Kong. This document and its contents are intended for "professional investors" (as defined in the Securities and Futures 

Ordinance (Chapter 571 of the Laws of Hong Kong) (the "SFO") and its subsidiarity legislation) ("Professional Investors"). Shares 



 

 

or debentures in a company may not be offered or sold in Hong Kong, by means of any document, other than (i) to Professional 

Investors; or (ii) in other circumstances which do not result in the document being a “prospectus” within the meaning of the 

Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong)(the “CWUMPO”) 

or which do not constitute an offer to the public within the meaning of the CWUMPO.  Unless permitted to do so under the 

laws of Hong Kong, no person may issue or have in his/her possession for the purpose of issue, or will issue, or have in his/her 

possession for the purposes of issue, any advertisement, invitation or document relating to the securities, structured products 

or interests in collective investment schemes whether in Hong Kong or elsewhere, which is directed at, or the contents of which 

are likely to be accessed or read by, the public of Hong Kong, other than with respect to the securities, structured products or 

interests in collective investment schemes that are or are intended to be disposed of only to persons outside Hong Kong, or 

only to Professional Investors.   

 

WARNING: The contents of this document have not been reviewed by any regulatory authority in Hong Kong.  You are advised 

to exercise caution in relation to this document.  If you are in any doubt about any of the contents of this document, you should 

obtain independent professional advice. 

 

This document may only be distributed in countries where its distribution is legally permitted. This document is not directed to 

any person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such publications are 

prohibited This document may contain proprietary information of UOB (or its product providers) and may not be reproduced 

or disseminated in whole or in part without UOB’s prior consent.  

 

If there is any inconsistency, or any difference in meaning between the English version and any translation of this document, 

the English version shall apply and prevail. 

 

United Overseas Bank Limited. Co. Reg. No. 193500026Z  

United Overseas Bank Limited is a licensed bank in Hong Kong and is a registered institution in respect of Types 1 (Dealing in 

Securities) and 4 (Advising on Securities) regulated activities under the SFO. 

 


