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Global equities have recently hit a series of new all-time highs' but lack of market
breadth has been the story of the rally. Just a handful of large US tech stocks

have led the pack, on the back of Al enthusiasm. Investors wanting diversification
away from the “Mag 7” can consider European infrastructure, where hunger for
energy is a tailwind but valuations have not yet been amplified by the expensive

Al-driven power boom.

Concentration risks

Seven large US tech companies, often
referred to as the “Magnificent-7,” or
“Mag-7,” have contributed 30% to global
equities’ cumulative return of 155% over
the past ten years through December 31,
2024, despite comprising only 11%

of the benchmark, on average, during
the period.?

The narrowness of the market rally was
even more pronounced in the US, where
the Mag 7 stocks contributed 29% of the
S&P 500 Index’s cumulative 242% return
over the previous ten years through
December 31,2024.2

From a sector perspective, we see that
the information technology sector grew
from 19% of the S&P 500 to 33% over
the same period and contributed 42%
of S&P 500’s return despite an average
weight of 25%.“ Together, the weight

of the industrials, utilities, energy and
materials sectors has fallen from 25%
of the S&P 500 ten years ago to 15.5% at
the end of 2024. The four infrastructure-
exposed sectors started 5% bigger
than information technology and ended
17% smaller.®
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This makeup poses a challenge for
investors who rely on the S&P 500
for diversification. Specifically,
infrastructure stocks have become
notably under-represented within
a typical S&P 500 equity allocation.

Looking back over 2024, the S&P 500
utilities sector appreciated 27% while
European utilities were flat.® A key driver
of the US appreciation and relative
outperformance was the significant
capital expenditure of US mega-cap
technology companies to support

the build-out of the Al ecosystem.

In our view, these investments in
infrastructure, especially related to
power, show no signs of stopping.
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Why Europe?

We see three drivers of opportunity for
active managers in European utilities:

1 Government incentives aimed
at decarbonization can provide
tailwinds for renewables-
exposed utilities.

z We believe there is a significant

sector dislocation in European
utilities, potentially unlocking
opportunity for active managers.

3 We believe electrification and
investments in energy independence
may continue to drive European
electric and gas utilities.

European government
support

We believe that infrastructure support
for Al is a global goal essential for
maintaining competitiveness in leading-
edge technology. In addition, due to data
privacy concerns, we believe countries
will want to control their own technology
and data, which will require them to
build data centers domestically. Europe
has fallen behind technology leaders

in the US and China, and European
officials have become vocal about

the need to act.

Valuations favor Europe

In the past 11 months, price-to-earnings
(P/E) ratios of US utilities have rerated
by 17% versus 3% for their European
counterparts.” European utilities
currently trade at a 31% P/E discount
relative to US utilities, which is more
than twice as large as the long-term
average of 15%.8

Yield spreads

Given the movement in markets, the
spread® between dividend yields of
European and US utilities has moved
from 20 basis points (bps) to 220 bps
over the past four years'® creating
opportunities to find promising value
investment opportunities in the
European utilities sector. This is
especially pertinent given the secular
tailwinds' we expect in the coming

year(s), which are identical to the
tailwinds that are currently playing out
in US markets and driving shares across
the infrastructure space.

Based on the strength of the US utilities
sector driven by the Al power boom, and
relative valuations, we have increased
our conviction within Europe.

DIVIDEND YIELDS AND SPREAD: US VS. EUROPE
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Data centers should create value

In our view, data-center power demand
is surging as the need for greater
computing power grows, driven by
digitalization, cloud migration and

Al. While the growth in data-center
build-out may likely be strongest in
the US, Europe has ample opportunity
to likely grow its market and further
stimulate its technology ecosystem

in three key areas:

Increased
electricity demand

Data centers are likely to drive a
significant rise in power consumption,
creating long-term revenue growth
opportunities for utilities.

Acceleration of
green-energy investments

The shift toward sustainability, in our
view, will likely spur investment in
renewable energy, grid modernization
and energy storage solutions.

New infrastructure
development

Expanding transmission networks
and upgrading substations will likely
be necessary, creating opportunities
for infrastructure projects.

Utility companies that proactively

invest in renewable energy, grid capacity
and innovative solutions like demand
response and energy storage, in our
view, should be well positioned to
capitalize on data-center growth.
Strategic partnerships with data-
center operators and governments

will also be crucial to ensuring a stable

POWER DEMAND FOR DATA CENTERS IS PROJECTED TO RISE MATERIALLY IN EUROPE
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Source: McKinsey, The role of power in unlocking the European Al revolution, Newton
chart. Europe = 27 Eurozone countries plus the UK.

and sustainable power supply. The
most successful European utilities will
likely be those that can balance rapid
infrastructure expansion with the
transition to renewable energy sources,
while navigating complex regulatory
environments and managing water
resources effectively.

Nordic countries
well positioned

We believe the Nordic countries
(Sweden, Norway, Finland, Denmark
and Iceland) are exceptionally well
positioned to capitalize on the
data-center and Al boom.

Norway and Sweden have extensive
hydropower infrastructure, providing
stable, renewable baseload power.
Denmark is a leader in wind energy,
with offshore wind farms supplying
growing portions of its grid. Meanwhile,
Finland has a diverse energy mix
including nuclear, hydro and biomass,
which allows data centers to meet
their sustainability commitments
due to the renewable-rich mix.

About Newton Investment Management

Newton is a multi-strategy, active manager within BNY Investments.
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"The MSCI World Index hit an all-time high on February 18, 2025.

2MSCl and Newton, as of 12/31/24.

3 S&P and Newton, as of 13/31/24.

“S&P, as of 12/31/24.

5S&P, as of 12/31/24.

6 S&P and MSCI, as of 12/31/24.

7 Bloomberg and Newton, as of January 31, 2025.

8 Bloomberg and Newton, as of January 31, 2025.

°In fixed income, a spread is the difference in yield between two bonds.
® Bloomberg and Newton, as of December 31, 2024.

" Atailwind is a dynamic that supports growth, performance or returns.

IMPORTANT INFORMATION

Equities are subject to market, market sector, market liquidity, issuer, and investment style risks, to varying degrees. Value stocks
involve risk that they may never reach their expected full market value, either because the market fails to recognize the stock’s
intrinsic worth, or the expected value was misgauged. The technology sector involves special risks, such as the faster rate of
change and obsolescence of technological advances and has been among the most volatile sectors of the stock market. Investing
in foreign denominated and/or domiciled securities involves special risks, including changes in currency exchange rates, political,
economic, and social instability, limited company information, differing auditing and legal standards, and less market liquidity.
These risks generally are greater with emerging market countries.

Asset allocation and diversification cannot ensure a profit or protect against loss.

Allinvestments involve risk, including the possible loss of principal. Certain investments involve greater or unique risks that
should be considered along with the objectives, fees, and expenses before investing.

The Maghnificent 7 comprises seven of the largest technology-centered growth stocks: Alphabet, Amazon, Apple, Meta, Microsoft,
Nvidia and Tesla. Artificial intelligence refers to the capability of computational systems to perform tasks typically associated
with human intelligence, such as learning, reasoning, problem-solving, perception, and decision-making.

This material has been provided for informational purposes only and should not be construed as investment advice or a
recommendation of any particular investment product, strategy, investment manager or account arrangement, and should
not serve as a primary basis for investment decisions.

Past performance is not necessarily indicative of future results. Any reference to a specific security, country or sector should not
be construed as a recommendation to buy or sell this security, country or sector. Please note that strategy holdings and positioning
are subject to change without notice.

This information has inherent limitations and is being provided with the benefit of hindsight. Prevailing market conditions may be
materially different from historical market conditions and may produce materially different results from those shown here.

Charts are provided for illustrative purposes only and are not indicative of the past or future performance of any BNY Mellon
product. An investor cannot invest directly in any index.

The S&P 500° Index is widely regarded as the best single gauge of large-cap US equities. The index includes 500 leading companies
and captures approximately 80% coverage of available market capitalization.

Material in this publication is for general information only. The opinions expressed in this document are those of Newton and
should not be construed as investment advice or recommendations for any purchase or sale of any specific security or commodity.

Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not guaranteed.

Newton Investment Management North America LLC (“NIMNA” or the “Firm”). NIMNA is a registered investment adviser with
the US Securities and Exchange Commission (“SEC”) and subsidiary of The Bank of New York Mellon Corporation (“BNY?).

The Firm was established in 2021, comprised of equity and multi-asset teams from an affiliate, Mellon Investments Corporation.

The Firm is part of the group of affiliated companies that individually or collectively provide investment advisory services
under the brand “Newton” or “Newton Investment Management.” Newton currently includes NIMNA and Newton Investment
Management Ltd. (“NIM”) and Newton Investment Management Japan Limited (“NIMJ”).

Statements are current as of the date of the material only. Any forward-looking statements speak only as of the date they are
made, and are subject to numerous assumptions, risks, and uncertainties, which change over time. Actual results could differ
materially from those anticipated in forward-looking statements. No investment strategy or risk management technique can
guarantee returns or eliminate risk in any market environment and past performance is no indication of future performance.

BNY Investments is one of the world’s leading investment management organizations, encompassing BNY’s affiliated investment
management firms and global distribution companies. BNY is the corporate brand of The Bank of New York Mellon Corporation
and may be used to reference the corporation as a whole and/or its various subsidiaries generally.

© 2025 BNY Mellon Securities Corporation, distributor, 240 Greenwich Street, 9th Floor, New York, NY 10286.
Investments: Not FDIC-Insured. Not Bank-Guaranteed. May Lose Value.
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