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Stock markets have done pretty well so far this year. But in
reality, the rally has been overwhelmingly driven by a handful
of mega-cap hyperscalers and Al enablers — the companies
building and powering the vast data centres that underpin this
technological revolution. May was no exception. Yet after a
wild week or so in early June, that narrative has flipped: the
darlings stumbled while the rest of the market perked up.
Could momentum be starting to turn the other way?

We own many of these Al and Al-enabling companies. High-end chip
designer Nvidia, search and Al giant Alphabet, e-commerce and data
behemoth Amazon, chipmaking technology supplier ASML and chip
factory TSMC. We also own stocks outside the tech sector that are
making heaps of hay from supplying the concrete roots for the cloud:
cabling and sensors manufacturer Amphenol, for example. We're not
Al sceptics. But because we need to diversify — that's our job, after all —
we have lagged a market that has been overwhelmingly dominated

by a very narrow cohort.

We were also underweight the CPU end of the computer chip market,
which has done extremely well in 2025 and year to date, after generally
lagging for several years as the world fell in love with GPUs. That's been
a stiff headwind.

YTD, CHIP FIRMS HAVE LEFT THE REST
FAR BEHIND

Nn0%
100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%
-10%
1Jan 15Jan 29Jan 12Feb 26Feb 12Mar 26 Mar 9Apr 23 Apr 7May 21May 4 Jun
= PHLX Semiconductor Index ~ =———S&P 500
—S&P 500 Equal Weighted e FTSE All-Share

Source: FactSet; 31 December 2025 to 12 June 2026, GBP total return

Adding cyclical exposure — with an exit route

To try to balance this, we've bought a passive ETF: the iShares MSCI
Global Semiconductors. The companies in this index are extremely
cyclical — their fortunes ebb and flow with the broader economic cycle —
and therefore not typically regarded as ‘quality’ businesses, which are our
usual hunting ground.

We believe this approach gives us exposure to a part of the market
that's been powering ahead while also retaining the flexibility to swiftly
exit if conditions change. ETFs are liquid and can be sold at a moment's
notice, which is important when you're buying into areas that could

be very volatile (both up and down). Think of it as renting rather than
buying: we get the benefit of the neighbourhood without committing
to the mortgage.

Meanwhile, we sold our holding in business consultancy Accenture.
The business has been under great strain from Al threats. While the
business has actually managed to deliver growth in sales and earnings,
the risks surrounding its future have grown markedly. The reduced
certainty of this continued growth has led to big falls in the company’s
valuation. We felt there were better, less risky businesses we could buy
instead. In mid-June, Accenture announced a 3% drop in the quarter's
new bookings compared with the same period last year and slightly
reined in its full-year sales guidance. The shares dropped almost 20%
on the day.

We swapped our North American insurance broker, Brown & Brown, for
Marsh & McLennan, the world's largest insurance broker. Brokerage
companies have had a hard time in the past year or so since we bought
Brown & Brown. The ubiquitous Al concerns are relevant here as well.
We still believe that a more complex and harder insurance landscape
would lead to more business for brokers. Even if insurers themselves
were squeezed both by having to price risk more keenly to win business
and by the rising cost of honouring claims, the broker takes a percentage
with less risk. We swapped to Marsh because its valuation was much
more attractive relative to Brown & Brown for a much larger and more
dominant business.

What needs to happen next

Since the conflict with Iran began, Al companies and their suppliers
have carried the market. For this performance to really broaden out,
we think the Strait of Hormuz must be unequivocally reopened to
tanker traffic. That would ease anxieties around the costs of energy
and fertiliser (and therefore food).

When the rally is driven by a handful of mega-cap names, diversified
multi-asset portfolios like ours will inevitably lag. When it broadens —
when more sectors and geographies start to participate — that's when
portfolios built on quality, diversification and risk management come
into their own. The Pakistani-brokered agreement to reopen the strait
and work towards a lasting peace seems a promising start. However,
this path is unlikely to be smooth — the continued fighting between
Hizbollah in Lebanon and Israel is a case in point. We hope that both
the US and Iran have more to gain from peace than from continued
conflict, which should continue to push them to de-escalate.


https://www.rathbones.com/en-gb/asset-management/financial-intermediary/knowledge-and-insight/space-x-rated

RATHBONE MULTI-ASSET STRATEGIC INCOME PORTFOLIO MONTHLY UPDATE MAY 2026

DAVID COOMBS WILL MCINTOSH-WHYTE
Head of Multi-Asset Investments ~ Fund Manager

For more info on our fund, including factsheets, performance and fund
manager views, please click here.

If you require further clarification on this commentary, then please contact your adviser or Rathbones at the contact details below.

Any views and opinions are those of the investment manager, and coverage of any assets held must be taken in context of the constitution of
the fund and in no way reflect an investment recommendation. Past performance should not be seen as an indication of future performance.
When you invest, you could lose some or all of your investment.
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