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Market overview: 

European technology equities fell 5% in July (STOXX Europe 600 Technology Index), with AI -related stocks 
experiencing one of their largest corrections in recent years. Volatility was exceptionally high as investors 
rotated between AI beneficiaries, software companies and semiconductor names ahead of 2Q earnings. 

Despite a significant correction in momentum stocks, particularly AI-related names, early in the month, the 
broader technology sector subsequently recovered as Q2 2026 earnings and corporate guidance reinforced 
the structural investment case for artificial intelligence.

The correction in AI-related stocks was further exacerbated by market concerns over potential forced 
liquidations linked to Situational Awareness, the c.$45bn AI-focused investment vehicle. Its highly 

concentrated exposure to AI names raised concerns that deleveraging or position reductions could amplify 
selling pressure across an already volatile segment of the market.
The investment backdrop remained supportive for high-quality technology companies. Corporate earnings 

across the semiconductor value chain continued to exceed expectations, including Q2 2026 earnings beats 
from ASML, ABB and ASM International, while management teams consistently highlighted exceptionally 
strong demand for AI infrastructure, data centers and advanced computing. Rather than signalling the peak 

of the investment cycle, the recent market correction appears to reflect a reassessment of how the next 
phase of AI expansion will be financed. In particular, investors are evaluating the transition from 
predominantly equity-funded capital expenditure towards greater use of debt-funded capex, and whether 

the current multi-year capacity expansion cycle can extend well into 2028.

July was dominated by second-quarter earnings, which largely confirmed that artificial intelligence remains the primary driver of global technology 

investment. While technology shares experienced increased volatility early in the month following a rotation away from momentum stocks, strong 
corporate results and management guidance reaffirmed the structural outlook for AI infrastructure, semiconductor equipment and enterprise software.

AI investment accelerated: The dominant investment theme remained the rapid expansion of AI infrastructure. Technology leaders continued 
increasing capital expenditure on AI data centres, networking and advanced semiconductors as demand for compute capacity significantly exceeded 
available supply. Industry commentary increasingly shifted from questioning the sustainability of AI spending towards discussions around how long 

supply constraints will persist. Some market experts argued that the AI cycle is still in its early stages rather than approaching maturity, supported by 
accelerating enterprise adoption of agentic AI and expanding hyperscale investment.

Semiconductor earnings remained exceptionally strong: Semiconductor equipment manufacturers continued reporting robust order books and 
extending customer visibility into 2027–2028. Although some stocks experienced short-term profit taking ahead of earnings, management teams 
consistently highlighted sustained investment in advanced manufacturing, AI accelerators and next-generation chip production. ASML and TSMC both 

reinforced expectations that AI-driven semiconductor demand remains significantly above historical cycles.

NVIDIA’s AI leadership: NVIDIA’s May 2026 results remained one of the defining events for global technology investors. The company generated record 

free cash flow, announced an additional US$80 billion share buyback and highlighted increasingly diversified demand extending beyond hyperscale 
cloud providers into sovereign AI, enterprise deployments and AI-native cloud providers. Some market participants (for example, Janus Henderson) 
described this as a potential "Apple moment", expecting NVIDIA to transition from being viewed as a cyclical semiconductor company to a platform 

business deserving of a structural valuation premium.

Cybersecurity emerged as critical AI infrastructure: Anthropic's Project Glasswing (expanded in June) and the introduction of the Mythos model 

highlighted the rapidly increasing importance of cybersecurity within AI deployment. As enterprises adopt multiple AI models and autonomous AI 
agents, cybersecurity is becoming an essential layer of AI infrastructure rather than simply an IT expenditure. This supports long-term investment 
opportunities across identity management, network security and cloud security providers.

Enterprise AI broadened beyond hyperscalers: The market increasingly recognised that AI adoption is expanding well beyond the largest cloud 
providers. Enterprise software vendors, sovereign AI initiatives and industry-specific AI applications are becoming increasingly important contributors to 

future AI spending. This broadening demand supports a wider range of technology companies than the initial AI infrastructure beneficiaries alone.
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Portfolio Highlights: Key Developments Across Top 5 Largest Holdings

*Source: Blackfriars AM, Morningside.  D ata as  of 3 1/07/2026.  Past performance is  not a reliable ind icator o f future performa nce. 



This document has been prepared by Blackfriars Asset Management Limited (“Blackfriars ”), which is authorised and regulated by the Financial Conduct Authority in the conduct of 

inves tment bus iness. Retail clients should not rely on this performance update and should seek professional adv ice before making any inves tment dec is ion as this MPS Portfolio 

solut ion is des igned for clients of Professional Advisors only.  Past performance is not necessarily a guide to the future. The value of shares in the Portfolio and the income derived 

therefrom may go down as well as up. The rate of currency exchange may cause the value of overseas inves tments (and any income derived from them) to go down as well as up. This 

document is for illus trat ive purposes only, and the information contained in this document does not constitute inves tment adv ice or an offer or solicitation to buy or sell any inves tment, 

fund or other security. The information and opinions contained in this document have been compiled, or arrived at, from sources believed to be reliable and in good faith, but no 

representation or warranty, express or implied, is made to their accuracy , completeness or correctness. Any data, research, analysis, opinions or other information published in this 

document is provided as general commentary and for commercial communication purposes only and represents the views of Blackfriars at the time of preparation and may be subject to 

change. Blackfriars have taken all reasonable care to ensure the information contained and stated herein is accurate and reliable but make no representation, guarantee, or warranty 

that it is wholly accurate and complete. The information contained herein has not been independently verified and no liability is assumed by Blackfriars for any direct, indirect, or 

consequential losses aris ing from its use. Blackfriars Asset Management Limited is registered in England and Wales, company no. 03173991. Regis tered office: Landmark 4th Floor, 78, 

Cannon Street, London, England, EC4N 6HL and is authorized and regulated by the Financial Conduct Authority with Firm Reference Number (FRN) 180892.
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