7 Magnificent Reasons To Buy Magnificent
Seven
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The Magnificent Seven have gone from market leaders to one
of Wall Street's least-loved trades in just a few months. Yet
beneath the weak price action, positioning has collapsed,
valuations have improved and earnings leadership remains
intact. Here are seven reasons why this could be the
contrarian trade of the summer.
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1- Lag7

Mag7 has underperformed the "S&P500 ex Mag7" by 10%
this month.
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2 - At the "must-hold" level
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Hartnett says the group is at a "must-hold" level. Such levels
often become bounce levels.
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3 - Low positioning 3 - X B 1iL

Mag7 stocks' gross and net exposures are now approaching
their respective three-year lows, ranking in the 4th and 6th
percentiles.
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More on the exposure BB ZRXFIONATE

Mag7 net exposure on the MS Prime hedge fund book is
down at a 3 year low.
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4 - Dipping the toes
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This marked the first significant week of net buying in the
Lag7 by hedge funds. Overall, the selling trend this year has
been overwhelming.
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Of course, low positioning alone isn't enough. Investors also
need a fundamental reason to return, and that's where
earnings continue to separate the Mag7 from the rest of the
market. The Mag7 is crushing the S&P 493 again this year in
terms of earnings growth.
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6 - Follow the (future) cash
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Al capex has dominated the story for two years. The next
chapter is what happens when those investments begin
throwing off hundreds of billions of dollars in incremental free
cash flow. If the numbers below are right, the Mag7 will be
trading much higher by the time we enter 2027.
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7 - The last piece of the puzzle
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You rarely get all four at the same time: low positioning,
attractive valuations, superior earnings growth and
accelerating future cash generation. The chart shows Mag-7
12m Fwd PE relative at close to 10-year relative valuation
lows.
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