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A recent column in the Wall Street Journal
described the US market as ‘very weird’, a view
based on the divergence in performance of
subsectors versus the apparently quiescent
headline stock index performance. On this side
of the Atlantic there’s great excitement about
the European market shaking off its dowdy
image and starting to outperform. Fund flows
toward Europe are positive! as cheaper
valuations and diversification from the
behemoth of the US market are sought,
perhaps explaining the upward move in prices.

There is something of a similar ‘weirdness’ on
the European side of the Pond. Some sectors
have been in the ascendency and continue to
be so, such as capital goods, whilst others like
professional services have been struck down
recently by fears of Al disruption. If we zoom
out to look at the last few years, the difference
in performance trends between sectors is very
clear. If funds are enthusiastically flowing to
Europe, the rising tide that results is not

currently lifting all boats.

The similarity between the US and European
market in differential sector performances can
be rationalised by looking at the themes that
might be driving them. In a world where
consumer and business confidence is patchy
at best, bright spots of growth shine even
more when the light of a strong narrative is
focused on them.

Al infrastructure spending in the US and
defence spending in Europe go a long way to
explaining why Capital Goods and Energy
companies have seen their share prices rise.
However, these companies have already had
their ‘boats lifted’ and their valuations are
reflective of the opportunity presented,
perhaps even more so. The Capital Goods

sector is trading on a price/earnings

multiple' of 30x according to Bloomberg data;
historically it would be in the high teens at
best. Revenue growth is forecast to rise, but
not by a lot. That’s not to take anything away
from these businesses that should absolutely
make hay while the sun shines, it’s just to say
that their share prices already reflect the lack

of cloud cover.

We know at first hand that there are plenty of
firms that have not been caught in the rising
tide, where the valuations are thus
undemanding, whilst continuing to exhibit
good growth and excellent microeconomics.
That said, some sectors that have experienced
lacklustre share price performance in recent
years have started to get a bid more recently.
Pharmaceutical firms GSK and Roche have
seen their share prices rise by more than +20%
in sterling terms over the three months to the
time of writing following a protracted time in
the doldrums. Others such as L'Oréal, P&G
and Unilever in Consumer Goods have quietly
reversed negative share price trends. That
these businesses are in quite ‘defensive’
sectors is probably helpful in less than certain
economic times, but the lowly levels at which
their share prices are trading might also be
being recognised. Around half of the portfolio
is currently invested in health care and
consumer franchises of one kind and another.

Meanwhile the almost singular market story is
Al and the perception of increased risks to
virtually any business that has a link to digital
technology for its offering to customers. The
selling of shares in companies that touch
software, data, analysis and professional and
commercial services has been sharp and
indiscriminate. The lack of discrimination
hints at generalised panic, not accounting for

differences between companies that have
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different business models, and operate in
different industries like Amadeus (travel),
Experian (credit data), and Paychex (HR
outsourcing). This likely reflects short term
trading around a clear narrative hook by those
that like to do that sort of thing. Whilst we
think this represents an opportunity for those
thinking longer term, each business is
different and concerns about a new
technology should be taken seriously.

The generalised concern is that artificial
intelligence will increase competition in digital
businesses by lowering the barriers to creating
software and enabling the digitisation of
some/most/all people-centred business
models. ‘Software” has undoubtedly become
easier to create. Whilst the quality of new
entrants to any given application area is likely
to be varied, if there are to be more of them
then we need to look for the mitigating factors
that defend a company against new

competition.

Taking a narrow definition of software and
data businesses, about 11% of the portfolio
might be considered as facing this threat,
including businesses such as Wolters Kluwer,
LSE Group and brand-new holding SAP. A
broader definition takes in a little under a fifth
of the portfolio, which expands to include
companies that provide services to specific
industries such as Amadeus and Experian. In
general, these portfolio companies benefit
from owning irreplicable proprietary data sets
and/or content, having deep industry
knowledge that is hard-coded into their
offerings, products that are embedded into
customer operations servicing high-stakes
mission critical applications, or some
combination thereof. These structural features

are the core of value creation and

differentiation, and radical disruption is far
more likely for companies that do not possess
them. We remain, though, open to new
information that challenges our thinking and
indeed we always actively seek it. Whether in
a fast-moving new technology scenario like Al
or more steady changes in industry dynamics,
we look for quality information and critique
rather than responding to market noise.

The broadness of the selloff has presented
some new opportunities within our investable
universe. We will give a full run down once we
have built all to our 1% minimum position size
but note a couple here. German enterprise
resource management software business SAP
has already been mentioned. The company’s
stock price fell on its full year results at the
end of January as new bookings to its cloud-
based service fell marginally short of
expectations and has drifted along since. We
built the current 1% position after this
weakness. We think that the company’s
mission-critical role within the operations of
enterprise customers with complex supply
chains and the vast network of process
connections is a big mitigator against
switching to current competitors and new
entrants alike. This stickiness gives clear
visibility to strong free cash flow growth in the
medium-term and no one has a better view to

developing the use of enterprise data with Al

Another new holding with a three-letter
acronym is US payroll and HR outsourcer
ADP, again a 1% position that has been built
recently on weakness. The share price started
declining in June last year likely due to
market worries on US jobs growth. This
accelerated further this year as part of the Al
disruption trade. Like SAP, ADP performs

mission-critical functions in human resources
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for its clients. Their customer service might be
enabled by Al over time, but cost of failure for
payroll and HR is huge and the US system is
extremely complex and constantly changing.
ADP’s scale gives them a structural cost
advantage and performance has been resilient

in previous recessions.

Recent new holdings starting from the
inclusion of animal medicine maker Zoetis in
December account for 7% of the portfolio. We
have also added to some of the companies in
the portfolio noted above where the share
prices have declined. Both new positions and
increases in existing holdings has been funded
by nudging down companies that have been
performing well in the market, mainly in some
of those defensive sectors. How far this
portfolio evolution ultimately goes will depend
on relative valuation moves from here. With
momentum the key driving factor in the market
at present this could happen relatively quickly.

Coming back to the notion of the ‘weird
market’, these portfolio moves are reflective of
the divergence in market performance
between sectors and individual companies
within our investable universe. As portfolio
managers we don’t have a say on how weird or
otherwise the market is beyond participating
in trading into or out of long-term positions on
our clients’ behalf. Our brief is better
described as controlling what we can, which
under our philosophy is the qualities of
companies held for the long term, and the
valuations at which they are held. The
broadening of the portfolio is a reflection of
the broadening valuation opportunity on offer
by the market, which is happening in tandem
with narrowing market performance at large.

Ben Peters and Rob Hannaford
26 February 2026
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Evenlode has developed a Glossaryto assist investors to
better understand commonly used terms.

Market data is sourced from S&P Capital IQ, Financial
Express Analytics and Bloomberg unless otherwise stated.

This document is not intended as a recommendation to
invest in any particular asset class, security, or strategy.
The information provided is for information purposes
only and should not be relied upon as a recommendation
to buy or sell securities. Prospective investors should
seek independent financial advice.

This document has been produced by Evenlode
Investment Management Limited (‘Evenlode’). Every
effort is taken to ensure the accuracy of the data used in
this document, but no warranties are given.

Investment commentary represents the opinions of the
Evenlode team at the time of writing and does not
constitute investment advice. Where opinions are
expressed, they are based on current market conditions,
may differ from those of other investment professionals
and are subject to change without notice. Any forecasts
provided are subject to change and are not guaranteed.

IFSL Evenlode Global Income is a sub-fund of the IFSL
Evenlode Investment Funds ICVC. Full details of the
Evenlode Funds, including risk warnings, are published
in the IFSL Evenlode Investment Funds Prospectus and
the IFSL Evenlode Investment Funds Key Investor
Information Documents (KIIDs) which are available on
request and at www.evenlodeinvestment.com.

The IFSL Evenlode Investment Funds are subject to
normal stock market fluctuations and other risks
inherent in such investments. The value of your
investment and the income derived from it can go down
as well as up, and you may not get back the money you
invested. You should therefore regard your investment as
long term. As a focused portfolio of between 30 and 50
investments, IFSL Evenlode Global Income may carry
more risk than a fund spread over a larger number of
stocks. The funds have the ability to invest in derivatives
for the purposes of efficient portfolio management
(techniques used by investment managers to manage a
portfolio in a way that aims to improve returns, reduce
risk, or manage costs, without significantly changing the
overall investment strategy or risk profile), which may
restrict gains in a rising market. Investments in overseas
equities may be affected by changes in exchange rates,
which could cause the value of your investment to
increase or diminish.

Past financial performance is not a reliable indicator of
future results. Fund performance figures are shown
inclusive of any reinvested income and net of ongoing
charges and portfolio transaction costs unless otherwise
stated. The figures do not reflect any entry charge paid by

individual investors. Tax treatment depends on individual
circumstances and may change in the future.

Evenlode believes that delivering real, durable returns
over the long term can be best achieved by integrating
environmental, social and governance (ESG) factors
into the risk management framework as this ensures
that all long-term risks are monitored and managed
on an ongoing basis. In addition to reviewing ESG
factors when making investment decisions, Evenlode
engages with portfolio companies on a range of ESG
issues (for example greenhouse gas emission
reduction). However, please note that the fund does
not have a sustainability objective.

This document is neither directed to, nor intended for
distribution or use by, any person or entity who is a
citizen or resident of or located in any locality, state,
country or jurisdiction where such distribution,
publication, availability or use would be contrary to law
or regulation. The sale of shares of the fund may be
restricted in certain jurisdictions. In particular shares
may not be offered or sold, directly or indirectly in the
United States or to U.S. Persons, as is more fully
described in the Fund's Prospectus.

The MSCI information may only be used for your
internal use, may not be reproduced or redisseminated
in any form and may not be used as a basis for or a
component of any financial instruments or products or
indices. None of the MSCI information is intended to
constitute investment advice or a recommendation to
make (or refrain from making) any kind of investment
decision and may not be relied on as such. Historical
data and analysis should not be taken as an indication
or guarantee of any future performance analysis,
forecast or prediction. The MSCI information is
provided on an “as is” basis and the user of this
information assumes the entire risk of any use made of
this information. MSCI, each of its affiliates and each
other person involved in or related to compiling,
computing or creating any MSCI information
(collectively, the “MSCI Parties™) expressly disclaims all
warranties (including, without limitation, any warranties
of originality, accuracy, completeness, timeliness, non-
infringement, merchantability and fitness for a
particular purpose) with respect to this information.
Without limiting any of the foregoing, in no event shall
any MSCI Party have any liability for any direct,
indirect, special, incidental, punitive, consequential
(including, without limitation, lost profits) or any other

damages. (www.msci.com).

Evenlode is a trading brand of Evenlode Investment
Management Limited. Authorised and regulated by the
Financial Conduct Authority, No. 767844. Investment
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Fund Services Limited is authorised and regulated by
the Financial Conduct Authority, No. 464193.

Spring Capital Partners Limited is an Appointed
Representative of Robert Quinn Advisory LLP, which is

i What to make of this very weird market - The Wall Street
Journal, 19 February 2026

ii Investors pour record sums into European stocks, Financial
Times, 20 February 2026

authorised and regulated by the Financial Conduct
Authority, with FRN 548030.

iii Price/ Earnings multiple - A measure of a company’s current
market valuation compared to its earning potential, calculated
by dividing a company’s share price by its Earnings per share
(EPS).
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