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Global Markets

Bubble or Brave New World?

The roaring “Magnificent Seven” appear to be in trouble, with their collective market
capitalisation falling by US$950b last week, the largest weekly market value loss ever recorded
for the group. The seven companies, mainly fechnology giants, account for around 29% of the
total market capitalisation of all constituents of the S&P 500. In the aftermath of the meltdown,
and with big tech earnings due in the coming weeks, it seems an appropriate time to review the
implications for the market of such a high market concentration and rapid price growth. The
overriding question is whether we are seeing a tech bubble on the verge of bursting in the next
few weeks or the beginning of a new paradigm characterized by a high degree of
concentration, upwards of 30% of market capitalisation in seven stocks or thereabouts.

Even the most ardent supporters of the Magnificent Seven would have to concede that, as a
group, today's technology giants at times resemble some of the stock market bubbles of the
past. The S&P 500 is highly concentrated in the top-10 companies. Sector data shows that the
market capitalisation of the technology sector is growing relative to other sectors. The market's
concenfration in technology giants appears fo be even more acute than it was during the
dotcom bubble.

Will this time be different or is the market in for yet another bubble burst? There are reasons to
believe the Magnificent Seven can avoid a fate similar fo the Nifty Fifty of the 1970s or the
dotcom companies in the early 2000s.

First of all, the US is at the end of its tightening cycle. Interest rates are expected to be cut this
year. These conditions are a stark contrast to previous bubble bursts. The burstings of the Nifty
Fifty bubble and the dotcom bubble were affected by a shift from easing to tightening. The Fed
raised interest rates, which added downward pressure on equity markets.

Second, although the AIGC theme has created new tech start-ups, the IPO frenzy of the dotcom
bubble has not been repeated and the market is now more rational.

Finally, the Magnificent Seven stocks that are currently popular in the market are established
firms with solid financials and ample cashflow. We are not dealing with start-ups still burning
through venture capital and IPO cash as was the case during the dofcom bubble.

In this report, we list several scenarios describing possible developments in the US market. We
offer three different possible future developments that could come out of the current high
concenfration in the market, from a best-case scenario to a worst-case scenario. We have
labeled these the three scenarios: Diverge and Shuffle, Expand and Fade, and Bubble Burst.

Diverge and Shuffle is the most likely, in our view. It envisions a continuation of a high
concentration of a handful of large stocks that constitute a vanguard of change within AIGC,
though the constituents of this leading league may shuffle.

There are three reasons we believe the Diverge and Shuffle scenario is the most likely: First, we've
seen similar market shifts in the past, from FAANG (Facebook, Amazon, Apple, Netflix, and
Google) to GAMMA (Google, Amazon, Microsoft, Meta, and Apple) and then to the Magnificent
Seven. Anficipating a new iteration, the media has already cooked up its next moniker: the Fab
Four (Nvidia, Amazon, Meta, and Microsoft).

Another consideration is that innovation is expensive; moreover, the cost of innovation has risen
sharply over time, creating a barrier to entry that makes it unlikely new players will be able to get
info the game.

Finally, there are the catalysts. The most potent of these is the idea that has taken root that we
are living in a time of "higher for longer" monetary policy just as technological breakthroughs
such as ChatGPT and SORA are hitting the headlines.

Although the phrase "this time it's different" has proven hubristic over time, in the current instance
we really do believe things are different. However much the high market concentration in the
Magnificent Seven might call to mind previous bubbles, the solid financials and abundant
cashflow of the current crop of tech giants, along with potential shifts fo easing monetary policy
in the US, are enough, we believe, to avert yet another bubble burst.

Nonetheless, as we stated in our 2024 outlook, we expect the US equity market to form a U-shape
in 2024F with the correction possibly starting in April and continuing unfil May as expectations of
early Fed rate cuts fade. Other near-term downside catalysts include a potential escalation of
geopolitical conflicts, uncertainties in the US election season, and downside surprises during
earnings season. We maintain our view that investors should take profit in US equities and wait to
buy the dips in April and May.
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ALTRIA GROUP INC 1.82 NOKIA OF AMERICA CORP 1.96
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ALPHABET 8.3 20.36 0.67 19.24 1.20
AMAZON 7.8 10.35 [ -0.56 0.72 -0.03
META 5.3 18.04 2.34 4.54 0.14
TESLA INC 2 T -25.62 W 7.9 [ -11.86 B 447

FHEHE . Mutilple news B, @R FruF5 2024 4£4 F 22 H

ARS8



Kmg | 20244 4H 23 H
]

R 2: PikGIRE

TR, BB ELSARMARKS, “BREER FIHREN N BHEHIFIHTH
HAoAE, W AMD, EELEIMTGRIGE . Ft, BER SR, T5Ed R
FEARR o

B, WORBEMBORIA, WRsh g, XMIEOLEA AR, RO LRI O
T MUEEEEEZAAS NSRS

Hk, MRATEESARTLZ WARRME, THRPEIANT LR, X—#
WA NTHERE (A7 Xk, A THE MR B&TA LKA AR EAEER, W
AL S R Bk a8 . BATBE TiIX—BBMER. RIEEZES 2023 43¢
1684 £ 25F WA, 79% KABITHLHZERSR, MNEVETERTAEZI S
HEERA Al (Gen Al) A —Sedfil. B ARLEBRGUR TAE #3255 v ik i1 i 30
F, HETELFH 227% WRGERAMUNER CHTETERERE. ZE80RE
—BURELI, NTEEAEG N MLFERTRA, 87BN BIE 42% 2%
FRMANTER T RAMFEAR, 59% B2 ViERAAIER TR M.

C

i tR Bl P

CCB International

B 16: 79%WZViEFR, WNES5ERR AIGE— &M, #T8ILTH 22% WRERs, SOETEPEEER 2R
Al, XFRWANTHRSA RITILZ H R IELE

BEIPORAE W25\ BEITT™

Bk BRATHLE

RN ERRAl TREZGEE T

Sl 55
BEIAIRL R
T/ B8
Pl R

Seidt el

13 41 21
2(;% 3(3% 4(;% 5(;% 6OI% 7(;% 8(5% 9OI% 1 OIO%
B AR EEMEH TAERRI ARSI H GHWAETAEZ R B FE R —k B Hefiid B RHIE

FeHAeNT: McKinsey & Company Survey 2023 &R [# 7 iF 4

BEAh, WRITIRN TR AR AR S IZ A6, XAl “PTIRSIRE EHRE A AR
Blo XA, BFMEAF. EERMALN. FRFAA N RoK G- — AT I 1T
WATHRESRY, ML RRGRGIT SN AR EER 6T m A4
(IMF) B — {4 & KX A DU “IRER T AR AK”, A HI— LB R A R HUR
TiXx—Rio

RS 9



Fmg | 20244 4H 23 H

N\ 28 4B [ PR

CCB International

B 17: N T RBRYBLFIFEAR T 7 R TARHR AR KA ..
2022 SR PR AN TR AR AR RA I LE B, ERZIIEE 4

B 18: ... LI T W.....

2022 £ ERAATHETRIBNRMILH, SRUETS L

piAmaen vt [ERG 2 w8 18 35
pesziermn [ 24 povsees |§ 28 30
TS Td b 19 Ko 5 e |10 16 2
wxizt JEEE 34 WgiEt |0 14 3
Pl 5 13 26 )7(%- 13 16 35
W/ ik s 7% RIS 8 WFS2 /= A SR 5 9 % |1 25 2
ey RN 2% s 180 19 38
i3l 14 41 ﬂ%ﬂ- 16 16 34
Mvew [0 26 (%) e |18 34 17 (%)
0 2 40 6 0 2 40 % 80
u>20% 10%-19% <10% >20% 10%-19% <10%

Fe#HNE:  McKinsey & Company Survey 2023, 2024 Al Index report, CCBIS

Ak, BATAAIXF “PIRGRE7 BRI NZREAL, AR TS
o g, RESKIVFIA KT LM, FATHREREZEIA R A 6l L AR R
B, AHIX B AR BB EMN AR RGN K b L B4Rt . BARBATIAE T DAE
1d Zoom Z ML 2 BT Tiktok U, (HAE 4G/5G 2t JLRTEL SN RIRZ )5,
A A HAE T IR ARSEE EHFMYS RE ERRA R, DURARAIRZH
TRBALEL AR A . Z4E0R, BEAH BIKMEENBHEK, SREKME X BEED LR &
ITARGE, ANTRRR/A+ BR 28X — 3, A T2 ORI AR M55
B RGN R

HHAHNE:  McKinsey & Company Survey 2023, 2024 Al Index report, CCBIS

B 19: AT RBRIARRR R AR 52530 P4 —H¢
2016 4£Z 2030 E2RBIBEFEATHHE (EHRYS) (%)

100% 1
90% 1
80% 1
70%
60%
50% A
40% A
30% A
20% A
10% A

0% -

FHEHEYE . Petroc Taylor,

77%

2016

100 A
10%

28% 90 1

34%
57% 48% 80 4

1% 8% 2P 54%

70 A
60 A
50 A

40

30

B 20: .. RIS EN A R G R FR T AR TR RS R 1H]
BB HERKMGRER 4

2017 2018 2019 2021 2022 2030F

2005
2006
2007

B 4G 5G
Statista. BZHR[EERIFS

2G/3G/others

AW OECD. @R EF i

R 3: Wk (TagtR/D, HBEARERE)

XA UL BT SR KRR RN R Bk, SBCEA TN XML B
507 i1 FLIGE [0 A I 01 A8 D2 0L o

FEJLAMEALT R % AR I D0, X F AT RBREAF A . SRR B I B T P A TR
HoIg b SR SBO —SREIR B, AIGC XAl 28 RN R A K TP

EEIH A IR, HBUX A DU BER AR AR, FIHEMISEESF TN, W HE H AT
Ak, MR RRTHIX . seAh, W EERTR, Nvidiay TS Meta ik 4R
LR B3 T AU o

2021
2022
2023

e OECD - Total

AR ERES 10



HeuE | 202448 4 23 11 \ 32 4B [ BR

—— CCB International

R “RRA—H” XA RIREK, ROBRE, HEI AR, RATARZ KT A —F,

REWHHEIE “FREEL”, ERMNBE T G5 507 f “EHBRMIK". AN, BHEL
Rt iy A S5 R DU FERE OB B30, DA S I ] RS 1) SEAA Y R TR BOSR, mIRER SI4HE E— %A
W) BRI B, B R IIR AR -

R, IEMBEAIAE 2024 SFRREH AR, WATH 2024 SEREBAHIBR U BUES, BEHRK
TS RTFE S OB, TR TREIN 4 AR, JFRREEE 5 A bl FTaE AL &
TEH B R B EAET B 58 B Rk T2 B A 1l ok AR W R = B AT RS, I BRATB R IA A B
P DAL A RA T4, R4 AR S A EEIREN.

RE i 1]



ew | 20244 411 23 | e 2 4R E PR

—— CCB International

AR UE B :

ASCAEB VR (1) AR 3R B B WL A 34 A SR 38 A SRATAT 2 P A 8 % BRI 27 B R AT N A AL, IF DAL 7 588
5 (i) HARBBAAEMISS G, HAdeloke Bk 8 SA SR RN R SO X & (i) Z5EF SRR 5 P
P2 BIE 7 B AT N G BT RE R 2 S B S B/ AR AT IS U . AR B E— e (1) AT B4 A ISRk
ANk GESCRAESR R 0% 4555 i 2 R FF MO BN NSRS HEN) S AEASORAT H I Z 18 30 AN H N KRB 5 i AL
PR B, BAEASCRA R 3 M TAEH (X IEZ BB 4 1> (FkpIsE 571 5)) PH K32 B A S itk ik
5 (i) AT A BRI LI EA SR A MR A B R B R (i) AT s A BRI LA A A4 G 2k Mk 27
AR AT < R 4% -

I

AR EMESF AR AR RS . BRERESERA T REERR (BR) ARAR (TEEERER ) fid BT R A RA= (T8
171) ERHBAE. ASCNAZEBMGENATREZREIE, HERERESARAR, HRRARR KR AE (G TEREEER]) R
XPEAMT N\ = BRATAT PR IR R AR SCAR 5 5 e B Al ek B DR A A AT SRR BRSE R RIE (R IEWIZRBBUR) o 24 B A B T FAT) A 3L
HEWr, FFrEY, MO anda. e EpRamm ity d, HTata 28R S MRS . BRI e, KE8R
P IARIEIATIW B I B DO A AR TN PO RASEAEA R LRy, ETRRA— RIMB R RN e o 13235 S UK A ST e AT AT T
T~ TG BAGAEARAN: Ay I BRTAE 25 B DAL 4% SUAR H BB SRR, BOA A IZSE T T BAGE, SBEACBBRIE STl BB RONE:, £ mk
PR RMARA A S A SCHIE B IR BERHTATA B H MRk M55 &b Bk 8098 BLSBURATL LR W, PRt B i
YRR . AAAESHBERAIR, AR A AT B3 7 348 RN W SE B AT 7™ s BEHE IEZR 2050 SRS BUAEAT 2 i ik TR
ML B BRI PR XA AR i R BE SR T T (BRARSRHHE) UEATRR g o ASCH IR R MRS JEE G 7R BT AL LT
A 7 BN S L SR I BSEE AT R o AR BRIE SR T LR AR AN AR PR AR SC B P A0 B AT AT 5 B 56 7 A AR L B DI 5 | R A AT 453 3%
B CRBEHEM. WHEH. BARE RN A IR FRPRI B R A ) BEA 07 EARMIE R THE . ASTHTIRE R BHE SR
Efh THRBSRI A —EEAPHABTEE . AR MR B DR A A RSB E MMBE L BU% B MBI
PEHFFEIES il TR B SR AR if o ASTHI PR A BECHS AR STAR h FCABHH B8 o8 I e — AN B R, IR BT AR R i A vl 2l
55y WSPRULR BTSRRI AR A BT IRER (1) ACSTATHR R MIES AR RN B DL T ok B SRR M3 T B e sl s (i) i 53R
AR S5 (iii) ASCHRUERT AT PPRBEBO RIS (B2 12 AMH), H5ARIER 8 Al /ARt LA R DL ST T . 72
FEATIHOLT, ARAKIBRNL 57T B 5 A STAR LT BTG 75 B AR A R A5 (iv) ARSREMRAZARIE, HASTRRZEIBIA; DR (V) LR
A BRI AR ST B BAIE 5 SR 56 RO B AR BRIBCER P2 AR A RIS o REERRAYR , ASUIUE S BLALHS R IES BA V], BN 2= ShA AT A
TH, ZEMETRNMETEZEE SRR, BETE5HERMNETR. ZE TR FERNE, HFAEGHIAERE. REER
FE R 2 LRI A B A S PR A (R A S P AR B I SR IE A TR W R I R B R T A IE S BRI B, BRI BRIEZR A REXT 1% 5
FRT AWML N, B RERRIES A st SR sEmt 6158, BAEEMBFASRIE CRBUREER) - BRIEREHIE, A
SCHR B BES M 34 S M S A AR B BB T o AT 1S DL AT 22 55 v DA ] RBAK IR _ESRATRE HEAT ,  ELARATATAR I A3 250 S e AL I Bl
25 1 P SR U O R T SR BRI IR A5,  ELPTRBIE T SELL Bt ARIBRATRESBUR AR RS EMTIAL IR T =0 A I RE T
R Bk 32258 =7 A T B AN AR S5 SR B MBI 5 S AR/ B LR IR, EL UL IR T IR AR B SH =7 i B il BRI R B M5E =07
F A, FEAE DRI S T 53 K% 555 =05 BER AT O NSO A SO Z A7 I8 PR SRtk etk B SR A AR L2 B AP, RAEIA
A T BB 2 R LIRS o WoPE NI A SC A AEATRER, REAESKMSLIEAE W55 by Wk SR/ siBt 55 5 WIFLEMUH BFE
B ELAR A R BT & B CHIBSE A A BsE A

fE B AR E AR K LB M BHE () SRR AR A o X SRR AT EARAE B H By, ELIZ55 Wl P A7 B IA A A ST
M—HR o ZER R A R R R BRI B R E PR B A e MBS R B i W A 2 O % S R 3
HBEE BARIUEATIHE, HANIse R il &Y TR R R 2R B RAE (RSWIRBOR) « T4 b8k
TR G e ST TR BT, P N A R R SR VAR XU PG o 8 N B B AR 2 A Wl BT E 2D B FUX
Wro g BRI B IIE 20 X {55 PRI 35 W P 2 e ol i 2% 468 9 il 190 25 =07 1R 3 PRME AT 45 B I B MR AR o FA S ©A0A N A T A S T s 3 )
BRAE % 5 W v _E AT 5 P J 45 2 1) st T Rl o 3R

SR ) I W) A A [F) T A ER8E T e AL B IES A L, S BRI SR AT B ) A3 5 P SR G & TE T E SR B SR L T TR RIF S 7 S el 55 - 2
SRAEBEAR UL T 38 MU AT REAS S5 20 A7t R R4 o B B R — B, (B B B 2 B L e B M BRI RS, IR AR TS I T A
RUEH TR e R BRIE 25 75 A A A4 B S WSk 55 T R 550 SRR T R 25 s R IAR ST, AT e [ B2 PP i R AT AL / S A USSR T
Wt S AL Bl o R BRIE S H R X 05 T AR IA AN R, WopR B 7P RERE b B BT R I BRIE S B L M TR ML DR / S = 2
PR R RTRES 5ACSUIR R MIE S RAT AT AL 540K, B4R ET 5 sRE B 55, BN BT R/ RARELZ P FHEZFIER
(BAEAATA R B9 p) WOBLEE (/SRR N BRAb ) o« BRI, U883 B R AR PS5 T B A7 7R RS WA A SO ML B R 25 5, Tt 4R T o
HEZ KA 2 B LT 3 _EARMTSEE. BEAh, ASCRTafE BT A SRR EBRIES RIR AL, S BB EUT BRGSO E PR IR A ] k5%
MIRE A AR B o ASCR FAR B 7=l 8098 E%F Sm TR BT, DOvERERRMAARE L P e, AXCARRRBHEER
Fo

U A 35 A A X B0 ) A% 1158 L BSR4 AL, TR A ST B AR AR R o FEBEBUACSCRT, B A 4R I Bl 2 AR
A SRAE BRI 1 BARPEA R BB RIS IOR, BB AR IR A SRR BRI A S o JUHAR ST 53 52 T AR 9 5% B 25 955 1P v st R I e 2
SRR ERENL:, EARUILET REE RS R B S B R E AR IEEA Lo EAASHERE TREE AL (RIEEE «Z5H%E»
o 1986 4 «REENBMIE (BIT)» BIES), WA ERYE LA SR At E S B RIS KL M R ER T RS, MILRZZH RS,
EAXPLE IS R st (R ARHET . BRAEARE A, ACCRREAR SR S A R B E B ARSI, R EEN A AR AL

RIS 12



HeuE | 202448 4 23 11 \ 32 4B [ BR

—— CCB International

GRACON S, AEAFRFFE WITRAE) o A DMEAT 7 3 B R AR5 B4 e T30 23 R o i o R AR AL, R B BRI 2 56 =07
O RAT GRS AT A B AR BEMTHE . HA L OB BTRE, WHTIAS R, TZERIFERIERZ 2GR, KA R,
PR B WA BIREA S, SASHE. Fit, HERERRIESXT T EEN AT R AR R, RNAFRIRA e A TR
O BEER g S E RE S ], IR MR R AR

AEFTMPE S e A A5 B /B ho RS GBOng) ARAR CEEEREHMY) (ARENS 201531408W) BAHE 5 ALK AR BRE
FAWAF CHERERES") R4t A EERHNBEA BN RS BLURSUR MR AT RS MR, WHT AR BRI SMES (B
BUEIEZ AR BT R FFROHEE MRS, FFERHTMS Financial Advisers Act ML il 3 A BT FFE 43 BT BRAF S 15 15 B9 S0 95 7] o
B BRI 25 T AR IN3E Financial Advisers Regulations % 32C 42 55l BRET INSE Y 22 HE A RA5 B/ WP eai i o SR R i 2 AR AR AT
TR BRI VRl o BTN RE I+ 65-68071880 S @AREBRHTMBLER R, MRYLs K IbAs B 5 RA kS 2 M R M

ORHREFMES AMRA W 20240 ASUIERIBIARE ARIRFIBE R A A AR TRRERRMESARA W) )8 TP EE BT S E PR/
U BRIES M R AR R AR . MRAUTA, BHEBTE AR ABN, AP B TR RS B R E S A - R HE 4L E Rk 2 1 45
W, ASCERASCHEMER AR 8 B RIR & -

VA B B AT A g o o

ERERBESRHRAR
B TIREY 3 S EBRAUTAR 128
HL3%: (852) 3911 8000 / £ 3L: (852) 2537 0097

RS 13



