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Do not panic, but stay selective
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Key takeaways

e Do not panic: The sharp increase in volatility and deeply oversold conditions raise the
probability of a near-term rebound in equities, although a durable market floor is not yet
established.

e Retain a balanced stance: UOB maintains a neutral outlook on equities and continues to favour
quality Investment Grade (IG) bonds as a multi-asset portfolio anchor.

o Deploy selectively: Prefer healthcare, selected Magnificent Seven companies, high-quality
market leaders and large, well-capitalised financials.

Democratic Win Intensifies Concerns About Artificial Intelligence (Al) Build-Out
Market Reaction

United States (US) equities fell sharply on 5 November 2026, with the S&P 500 down 4.4% and the
Nasdaq Composite falling 5.5%, its largest one-day decline since April 2025. Semiconductor stocks were
hardest hit, with the Philadelphia Semiconductor Index declining by more than 12%, while equity market
volatility rose to an eight-month high.
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Why the Market Sold Off

The immediate trigger was concern that the Democratic sweep of the US Congress could result in tighter
scrutiny of data centre development, potentially slowing the expansion of Al infrastructure.

e The sell-off was amplified by heavy investor positioning in Al-related stocks, growing questions
over returns from Al investment, and automated selling as markets declined.

The weakness was concentrated in the technology sector, while defensive sectors such as healthcare,
consumer staples and utilities held up better.

e This suggests a rotation away from crowded Al-related investments rather than concerns of an
immediate deterioration across the broader economy.



What Investors Can Do

The sharp decline increases the likelihood of a near-term technical rebound but does not automatically
mean that markets have reached a lasting bottom.

UOB maintains a neutral outlook on equities.
¢ Investors should not sell indiscriminately or buy the dip indiscriminately.

e The appropriate response is to deploy capital selectively into assets offering attractive income,
strong balance sheets, and less dependence on continued Al infrastructure acceleration.

e Investors should also use any recovery to improve the quality of their investment portfolios.
Where Are the Opportunities? Buy quality selectively
IG bonds:

e The decline in US Treasury bond yields during the sell-off reflected safe-haven demand,
demonstrating that high-quality bonds can help cushion portfolios when equities decline.

e With bond yields still attractive, IG bonds remain a portfolio anchor, offering both dependable
income and diversification benefits.

Selected Magnificent Seven companies:

e Favour companies with strong core businesses, established cloud or advertising franchises, and
the ability to fund Al investment internally.

e Companies could be rewarded if they moderate Al spending or provide clearer evidence that
their Al investments are generating tangible returns.

e Avoid companies where stock valuations depend on uninterrupted infrastructure spending or
distant future earnings.

Healthcare:

e Healthcare remains our preferred defensive sector, as resilient demand and predictable cash
flows provide a degree of protection against slower economic growth.

e Its earnings are also less tied to the Al capital-expenditure cycle, allowing the sector to
participate in a broader market recovery.

High-quality market leaders:

e Beyond the Magnificent Seven, established market leaders may offer greater resilience through
proven business models, recurring free cash flow, strong balance sheets, sustainable profit
margins, and a consistent ability to deliver earnings across different market conditions.

Large, well-capitalised financials:

e Favour large, well-capitalised banks over smaller peers to guard against any sharp economic
growth slowdown, falling net interest margins, or unexpected deterioration in credit conditions.

e Large banks generally benefit from diversified sources of revenue and strong capital positions,
with greater capacity to absorb credit losses.

Investment Strategy

e Avoid panic-selling after the sharp decline. Oversold conditions increase the likelihood of a near-
term rebound.



e That said, volatility may persist, and the market has not yet established a durable floor.
e Investors should accumulate quality investments progressively rather than all at once.
e Maintain a diversified allocation across asset classes to manage continued volatility.
o Use IG bonds as a portfolio anchor for both attractive income and diversification.
o We maintain a neutral outlook on equities.
» Stay invested with strategic, selective, and well-diversified exposure.
= Within equities, we prefer:
e Selected Magnificent Seven companies.
e Healthcare.
e High-quality market leaders.
e Large, well-capitalised financials.
e Speak to a UOB Advisor on how to position your portfolio according to your risk appetite and goals.



Right By You

IMPORTANT NOTICE AND DISCLAIMERS:

The information contained in this publication is given on a general basis without obligation and is
strictly for information purposes only. This publication is not intended to be, and should not be regarded
as, an offer, recommendation, solicitation or advice to buy or sell any investment or insurance product
and shall not be transmitted, disclosed, copied or relied upon by any person for whatever purpose. Any
description of investment or insurance products, if any, is qualified in its entirety by the terms and
conditions of the investment or insurance product and if applicable, the prospectus or constituting
document of the investment or insurance product. Nothing in this publication constitutes accounting,
legal, regulatory, tax, financial or other advice. If in doubt, you should consult your own professional
advisers about issues discussed herein.

The information contained in this publication, 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 the publication, all of which are subject
to change at any time without notice. Although every reasonable care has been taken to ensure the
accuracy and objectivity of the information contained in this publication, United Overseas Bank Limited
("UOB") and its employees make no representation or warranty of any kind, express, implied or
statutory, and shall not be responsible or liable for its completeness or accuracy. As such, UOB and its
employees accept no liability for any error, inaccuracy, omission or any consequence or any
loss/damage howsoever suffered by any person, arising from any reliance by any person on the views
expressed or information contained in this publication.

Any opinions, projections and other forward-looking statements contained in this publication regarding
future events or performance of, including but not limited to, countries, markets or companies are not
necessarily indicative of, and may differ from actual events or results. The information herein has no
regard to the specific objectives, financial situation and particular needs of any specific person.
Investors may wish to seek advice from an independent financial advisor before investing in any
investment or insurance product. Should you choose not to seek such advice, you should consider
whether the investment or insurance product in question is suitable for you.
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