The Investment Institute
by UniCredit

Coffee Break

Coffee Break is our daily publication, offering topical
insights as an intellectual ingot to start the day.

Software stocks regain momentum

28 September 2026

After spending much of the year in the market’s penalty box, software stocks
have re-emerdged as one of the stronger corners of the technology sector.
What began as a sharp de-rating driven by fears of Al-enabled disruption is
increasingly turning into a reassessment of how artificial intelligence (Al) is
likely to be adopted in practice.
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THE CONTEXT

Earlier this year, investors embraced a simple but powerful narrative: if Al adents can write code, analyse data and
automate workflows, why pay for traditional software? The result was a pronounced sell-off across enterprise
software, despite little evidence of deteriorating demand or weakening fundamentals. While Al is undoubtedly
reshaping how applications are built and consumed, it is becoming increasingly clear that most enterprises are not
replacing their software stacks. Instead, they are embedding Al capabilities into existing platforms, data repositories
and workflows.
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THE DATA

Until around mid-2025, software and semiconductor stocks largely moved in tandem as
investors viewed both segments as key beneficiaries of the Al investment cycle. That
relationship began to break down in the second half of 2025, when market leadership became
increasingly concentrated in semiconductor companies. Investors focused on the surging
demand for Al infrastructure and computing power, while concerns grew that generative Al
could ultimately disrupt parts of the traditional software ecosystem. Our chart shows that this
trend has partially reversed over recent weeks. After significantly underperforming
semiconductor stocks for much of the year, software equities have recovered a notable share
of their relative losses. While semiconductor stocks clearly continue to lead year to date, the
gap has narrowed. The move has been broad-based across enterprise software and
cybersecurity.

OUR VIEW

The recent performance reversal may be telling us something important about the evolution
of the Al investment cycle. The market's initial response to dgenerative Al focused
overwhelmingly on infrastructure. Scarce computing power, surging demand for GPUs and
accelerating capital expenditure created clear winners and justified the significant
outperformance of semiconductor stocks. Software, by contrast, came to be viewed primarily
through the lens of disruption risk. As Al adoption broadens, however, that distinction appears
increasingly simplistic. The question is no longer whether Al will reshape software economics,
but where value will accrue. Historically, technological disruption has rarely diminished the
importance of customer relationships, proprietary data and workflow integration. If anything,
such assets often become more valuable as underlying technologies are commoditised. While
not all software companies will benefit equally, deeply embedded enterprise platforms appear
better positioned than the market may have assumed.

Valuations have also played an important role. The software sell-off earlier this year was driven
largely by multiple compression rather than a material deterioration in underlying
fundamentals. Revenue growth, profitability and cash deneration remained broadly resilient
even as investors aggressively repriced long-term disruption risks. While valuation expansion
has been an important driver of the recent recovery, emerging evidence suddests that Al
adoption is increasingly creating new demand opportunities across enterprise software rather
than simply threatening existing business models.

Viewed through this lens, software’s recent performance may reflect more than a tactical
rebound. As the Al investment cycle gradually broadens from infrastructure towards
applications and enterprise deployment, investors are increasingly focusing on companies that
combine differentiated data, mission-critical workflows and durable customer relationships.
This may prove particularly relevant for cybersecurity providers, whose solutions are becoming
increasingly important as enterprises seek to deploy Al securely and at scale. As a result,
established enterprise software and cybersecurity platforms may be better positioned than
investors initially assumed.

OTHER THINGS TO NOTE

US-China: tariff relief on USD 60bn of trade

Following Chinese President Xi Jinping’s visit to Washington last week, the US and China agreed
to lower tariffs on USD 60bn of non-stratedic goods traded between them, comprising USD
30bn of imports into each country. The goods covered include US exports of agricultural
products, cosmetics and medical devices, and Chinese exports of small appliances, toys and
other consumer goods. The agreement coincides with last week’s extension of the trade truce
until 10 January. (A. Rees)
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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 legal
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. Ifthe investment 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. In the 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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