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IT valuation reset creates selective opportunity

16 April 2026

Global IT equities have undergone a significant valuation reset since last fall,
driven by a gradual rotation rather than a disorderly sell-off. As a result, the
sector now appears less stretched. The recent rebound sudgests that this
adjustment may be coming to an end. Even so, the current alignment of
valuations and fundamentals is unusual.

RESET VALUATIONS AND RESILIENT EARNINGS LEAVE THE TECH SECTOR MORE EVENLY PRICED
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THE CONTEXT

Hopes of a second round of peace talks have lent some support to risk sentiment, even as dgeopolitical uncertainty
remains elevated amid the war between the US, Israel and Iran. Recent price action points to resilience rather than a
retrenchment of IT equities, reflecting a cautious but improving tone toward the sector. Importantly, the valuation
adjustment in technology bedan earlier, around October last year, when investors rotated away from long-duration
growth assets following a prolonded period of outperformance. Adainst that backdrop, the latest deopolitical
developments appear to have coincided with a stabilisation, and at the margin selective re-engagement, rather than
a renewed de-rating.
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THE DATA

Our chart compares forward P/E valuations of the MSCI World IT sector with those of the
broader MSCI World Index, alongside the sector’s ten-year average. After peaking well above
its long-term norm at over 31x, the IT sector underwent a steady and prolonged valuation
compression. Since around October last year, forward multiples have trended lower, reaching
levels close to 20x — well below the ten-year average and indicative of a significant reset.
Although valuations have recovered modestly in recent days amid improving sentiment toward
technology, they remain materially below prior peaks, highlighting how substantially the
historical valuation premium of the IT sector has narrowed.

OUR VIEW

What stands out in this episode is not simply how far IT valuations have fallen, but how they
have fallen. Forward P/E multiples have compressed even as earnings expectations for the IT
sector have been revised upwards, leaving the gap between recently rebounding prices and
strong earnings growth unusually wide. Investors have reassessed how much they are willing
to pay for growth, without questioning the growth itself.

After several years in which Al excitement justified ever-higher valuation premiums, investors
are now demanding clearer evidence of monetisation, cash-flow delivery and returns on capital
— particularly at the application and software layer, where Al raises concerns of business model
disruption. The adjustment does not reflect a loss of faith in Al itself, but a more selective
assessment of who will capture value from it. Rather than questioning the growth potential of
Al, investors are increasingly focused on execution, pricing power and defensibility.

Periods of sustained innovation are rarely accompanied by smooth market narratives.
Valuations tend to overshoot on promise and correct on impatience, and the technology
sector’s recent de-rating fits squarely within that pattern. It reflects not a loss of underlying
potential, but a recalibration of expectations following an extended phase of optimism. As a
result, the sector has shifted from being conspicuously expensive to trading below its own
long-term valuation norms, even as fundamentals continue to improve. The recent recovery
suggests this adjustment may be coming to an end, yet the overall configuration of valuations
and fundamentals remains unusual.

Looking ahead, Al remains a powerful structural force. In this transition, hyperscalers remain
particularly well positioned, given their scale, capital intensity and role at the centre of Al
ecosystems. Their ability to monetise usage across multiple layers and to set the pace of
innovation should continue to anchor earnings growth across the broader sector. With
valuations reset, sentiment improving and earnings momentum intact, the IT sector appears
more balanced and more attractive on a forward-looking basis than at any point since the Al
cycle accelerated.

OTHER THINGS TO NOTE

Chinese economy accelerated in the first quarter

GDP growth came in at 5.0% yoy in 1Q26 after a three-year low of 4.5% in the previous
quarter. The acceleration was driven by stronder export activity, while domestic demand
remained weak. Slower growth momentum in the remainder of this year is likely, as
higher energy costs will weigh on the global economy and dampen export activity of
Chinese companies. However, China is likely to be less affected from higher oil and gas
prices than other Asian and European countries due to a still high share of domestically
produced coal.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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