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Magnificent 7 fatigue? Investing in ‘the best of the rest’

As some of the stocks leading the market over the past three years slow their ascent, BlackRock’s BGF US
Flexible Equity Fund portfolio manager Ibrahim Kanan discusses ideas for finding new “winners.”

Quick read

The Magnificent 7 stocks have been leading the market for the better part of three years,
but time and the evolution of the Al investment cycle are revealing degrees of
“magnificence” as fortunes diverge. BGF US Flexible Equity portfolio manager Ibrahim
Kanan is eyeing the race as the baton is passed to the next leg of prospective market
leaders.

The U.S. stock market has been driven by narrow forces over the past three calendar years as the collective
energy around artificial intelligence (Al) supercharged early leaders in the “Magnificent 77 — the mega-cap
stocks in the S&P 500 highly leveraged to the Al buildout.

Ibrahim Kanan, Head of the U.S. Core Equity team within BlackRock Fundamental Equities, and portfolio
manager of the BGF US Flexible Equity Fund sees change afoot. After a multi-year period of historic
concentration in the widely tracked S&P 500 Index, a long-anticipated broadening is finally starting to take
shape — and, in the process, seeding a robust field for active stock selection.

Analyst estimates point to a narrowing earnings growth gap between the Mag 7 and the rest of the market in
2026, as shown in the chart below. As portfolio manager and active stock picker, lIbrahim sees this
presenting opportunity to enter or add to positions in fundamentally sound (and some forgotten)
companies at undemanding valuations.

Minding the gap

S&P 500 Index earnings per share growth, 2023-2026
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Sources: FactSet, Bloomberg as of Dec. 31, 2025. Chart shows year-over-year earnings per share (EPS) growth for the
Magnificent 7 (NVDA, AAPL, GOOGL, MSFT, AMZN, META, TSLA) and remaining 493 stocks in the S&P 500 Index.
Figures for 2025 and 2026 are based on consensus analyst expectations.
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He offers three reflections as this market
broadening unfolds, informed by his strategic focus
on targeting above-market returns:

Broaden your lens, but narrow your picks

The Mag 7 account for 34% of the S&P 500 Index
today!. This compares to 19% at the end of 20102,
In Ibrahims assessment, this means many large U.S.
companies that are “great, quality businesses” have
been overlooked — and that many investors are left
underexposed to them by virtue of tracking the
index.

For example, a $200bn market cap company is less
than 0.40% of the S&P benchmark as of end of
March index-hugging investors may be
undershooting its potential upside.

Some investors have looked to other indexes for
“diversification” away from the S&P 500’s top-heavy
bias. Among them: the equal-weighted S&P 500 and
the small-cap Russell 2000. Ibrahim cautions that
leaning into the former means neutralizing Al
outperformance, while pivoting to the latter comes
with a quality sacrifice, as many small public
companies today are unprofitable. He further
suggests that the equal-weighted S&P 500, which
apportions each of the 500 constituents at equal
measure, has underperformed its market-cap-
weighted counterpart amid the recent broadening.

Within his BGF US Flexible Fund lbrahim is
targeting differentiated companies which may have
been forgotten about amidst the market
concentration but with prospects of delivering more
return than the broader U.S. indexes. One area of
interest is industrials. Ibrahim has been increasingly
looking at exposure in Industrials. Here he sees
positive trends extending beyond the Al capex
infrastructure build out, with manufacturing
indicators in the US inflecting positively in January
for the first time in two years and continuing to
trend strongly. Further themes such as reshoring
and a more favorable rates backdrop also support
this trajectory.

Choose companies first, not factors or sectors

Dispersion is evident across the market, including
among the Mag 7. Ibrahim expects to see greater
differentiation between Al “winners” and “losers”
over the next 18-24 months.

As Carrie King, Global CIO of BlackRock
Fundamental Equities, notes in a recent episode of
The Bid podcast: The first-round leaders in the Al
super cycle are unlikely to repeat the exponential
revenue growth, margin expansion and share price
appreciation that they’ve enjoyed since 2023. Yet
the Al theme is well-poised to remain a market-
driving force.

1Source: Bloomberg, 17 April 2026
2Source: Source: BlackRock Fundamental Equities with
data from FactSet, Feb. 13, 2026

Ibrahim is looking in new places to capitalize on Al
progress and sees opportunities emerging across
sectors as use cases for the technology begin to
materialize.

Al is still a force not to be ignored and within the
portfolio Ibrahim is looking for companies among
the “other 493” that are essentially emerging from a
2023-2024 earnings recession.

Diversifying in Al

Many investors believe firmly in Al as an investment
opportunity but may be worried about crowded
positioning or the untold return on big capex
spending — or they may simply be seeking unique
expressions of the theme.

Ibrahim sees a growing number of companies
across industries using Al to gain a competitive
advantage. He and his team run a quantitative
screen to identify such companies. They then apply
fundamental analysis to see if it’s bearing out in
their financials — i.e., having measurable impact on
company margins and revenues. Their evaluation
finds the list of companies is small but growing,
making it a potentially good time to pick upon a
budding trend. See chart below.

Expanding Al rewards

S&P 500 firms seeing positive financial impact, 2024-2025
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Source: BlackRock Fundamental Equities Quantitative Research,
based on company transcripts for S&P 500 Index constituents as
of February 2026. Analysis of company transcripts is used to
construct an Al diffusion basket that identifies companies using
Al with tangible financial impact, such as improving margins.

Each of the above are not just ideas but active
strategies put into practice, as Ibrahim and his team
seek to advance their record of alpha generation,
navigating what they see as a broader market ripe for
stock picking.
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BGF US Flexible Equity Fund

Key fund facts?

Fund AUM: Benchmark: Typical target risk: Holdings:
$1.9 billion USD Russell 1000 index 2.5-5% active risk 25-60

Ibrahim Kanan ) Sally Du

Lead Portfolio Manager Co-Portfolio Manager
Managing Director Director

16 years Inv. Experience / 19 years Inv. Experience

About the Fund

BGF US Flexible Equity fund is managed by lead portfolio manager, Ibrahim Kanan, and co-portfolio
manager Sally Du. They took over management of the Fund in November 2024.

Unlocking alpha opportunities in US equities

The US market is highly concentrated, yet earnings momentum is broadening beyond the largest
stocks. This creates a compelling environment for active management — where stock selection, not
index weight, drives returns.

A high conviction, flexible solution

BGF US Flexible Equity (US Flexi) is designed to manage US market concentration while capturing
differentiated alpha across the US market targeting a 2.5-5% tracking error. The style-agnostic, high
conviction portfolio balances exposure to mega-caps and Al leaders with opportunities across the
broader market, drawing on BlackRock’s US Fundamental Equities platform best ideas from both
Growth and Value teams. The pillars operate independently according to their own unique
investment philosophies. This gives the PM team different lenses or perspectives to evaluate
companies. We want our bottom-up convictions to drive the risks taken in the portfolio and to be the
predominant driver of the portfolio’s alpha over the long-run.

Earnings first investing

The strategy is anchored in an earnings first approach where the team has a differentiated view on a
company’s 3 to 5-year earnings potential. The fund aims to translate the deep understanding of the
fundamentals, which is enhanced by systematic tools, into alpha by maximizing stock and industry
specific active risk while minimising style, country and market risks in the portfolio.

3. Source: BlackRock, 31 March 2026 MK TG0526-5437359-EX P0527-3/6
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This document is marketing material: Before
investing please read the Prospectus and the
PRIIPs KID available on www.blackrock.com/it,
which contain a summary of investors’ rights.

Risk Warnings

Investors should refer to the prospectus or offering
documentation for the funds full list of risks.

Capital at risk. The value of investments and the
income from them can fall as well as rise and are
not guaranteed. Investors may not get back the
amount originally invested.

Fund-specific risks
BGF US Flexible Equity Fund

Counterparty Risk, Equity securities, ESG risk (fund
screening)

Description of Fund Risks
Counterparty Risk

The insolvency of any institutions providing services
such as safekeeping of assets or acting as
counterparty to derivatives or other instruments,
may expose the Fund to financial loss.

Equity securities

The value of equities and equity-related securities
can be affected by daily stock market movements.
Other influential factors include political, economic
news, company earnings and significant corporate
events.

ESG risk (fund screening)

The Fund seeks to exclude companies engaging in
certain activities inconsistent with ESG criteria.
Investors should therefore make a personal ethical
assessment of the Fund’s ESG screening prior to
investing in the Fund. Such ESG screening may
adversely affect the value of the Fund’s investments
compared to a fund without such screening.

Important Information

This material is for distribution to Professional,
Qualified Clients and Investors only.

This document is marketing material and will expire
12 months after issue.

In the European Economic Area (EEA): this is Issued
by BlackRock (Netherlands) B.V. is authorised and
regulated by the Netherlands Authority for the
Financial Markets. Registered office Amstelplein 1,
1096 HA, Amsterdam, Tel: 020 — 549 5200, Tel: 31-
20-549-5200. Trade Register No. 17068311 For
your protection telephone calls are usually
recorded.

In the UK and Non-European Economic Area (EEA)
countries (excluding Switzerland): this is Issued by
BlackRock Investment Management (UK) Limited,

authorised and regulated by the Financial Conduct

Authority. Registered office: 12 Throgmorton
Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743
3000. Registered in England and Wales No.
02020394. For your protection telephone calls are
usually recorded. Please refer to the Financial
Conduct Authority website for a list of authorised
activities conducted by BlackRock.

In Italy: For information on investor rights and how
to raise complaints please go to
https://www.blackrock.com/corporate/compliance/
investor-right available in Italian.

For qualified invetors in Switzerland (BlackRock)

For Switzerland, this is Issued by either BlackRock
Investment Management (UK) Limited ( or
BlackRock (Netherlands) B.V..

BlackRock Investment Management (UK) Limited is
authorised and regulated by the Financial Conduct
Authority. Registered office: 12 Throgmorton
Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743
3000. Registered in England and Wales No.
02020394. For your protection telephone calls are
usually recorded. Please refer to the Financial
Conduct Authority website for a list of authorised
activities conducted by BlackRock.

BlackRock (Netherlands) B.V. is authorised and
regulated by the Netherlands Authority for the
Financial Markets. Registered office Amstelplein 1,
1096 HA, Amsterdam, Tel: 020 - 549 5200, Tel: 31-
20-549-5200. Trade Register No. 17068311 For
your protection telephone calls are usually
recorded.

BGF Funds: This is Marketing Material. BlackRock
Global Funds (BGF) is an open-ended investment
company established and domiciled in Luxembourg
which is available for sale in certain jurisdictions
only. BGF is not available for sale in the U.S. or to
U.S. persons. Product information concerning BGF
should not be published in the U.S. BlackRock
Investment Management (UK) Limited is the
Principal Distributor of BGF and it and/or the
Management Company (BLACKROCK
(LUXEMBOURG) S.A (“BLUX").) may terminate
marketing at any time. In the UK subscriptions in
BGF are valid only if made on the basis of the
current Prospectus, the most recent financial
reports and the Key Investor Information Document,
and in the EEA and Switzerland subscriptions in
BGF are valid only if made on the basis of the
current Prospectus (Available in English, French,
German, ltalian and Polish languages), the most
recent financial reports and the Packaged Retail
and Insurance-based Investment Products Key
Information Document (PRIIPs KID), which are
available in the jurisdictions and local language
where they are registered, these can be found at
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www.blackrock.com on the relevant country site and
product pages. Prospectuses, Key Investor
Information Documents (UK only), PRIIPs KID and
application forms may not be available to investors
in certain jurisdictions where the Fund in question
has not been authorised. Any investment decision
should be made on the basis of the information
outlined above and Investors should understand all
characteristics of the funds objective before
investing, if applicable this includes sustainable
disclosures and sustainable related characteristics
of the fund as found in the prospectus, which can
be found www.blackrock.com on the relevant
country site and product pages for where the fund is
registered for sale. For information on investor
rights and how to raise complaints please go to
https://www.blackrock.com/corporate/compliance/
investor-right available in in local language in
registered jurisdictions.

UCITS HAVE NO GUARANTEED RETURN AND PAST
PERFORMANCE DOES NOT GUARANTEE THE
FUTURE ONES

For investors in Dubai (DIFC)

In the DIFC: The information contained in this
document is intended strictly for Professional
Clients as defined under the Dubai Financial
Services Authority (‘“DFSA”) Conduct of Business
(“COB”) Rules.

BlackRock Advisors (UK) Limited -Dubai Branch is
a DIFC Foreign Recognised Company registered
with the DIFC Registrar of Companies (DIFC
Registered Number 546), with its office at Unit L15
- 01A, ICD Brookfield Place, Dubai International
Financial Centre, PO Box 506661, Dubai, UAE, and
is regulated by the DFSA to engage in the regulated
activities of ‘Advising on Financial Products’ and
‘Arranging Deals in Investments’ in or from the
DIFC, both of which are limited to units in a
collective investment fund (DFSA Reference
Number FOOQ0738).

This document relates to a Fund which is not
subject to any form of regulation or approval by the
Dubai Financial Services Authority (“DFSA”). The
DFSA has no responsibility for reviewing or verifying
any document or other documents in connection
with this Fund. Accordingly, the DFSA has not
approved this document or any other associated
documents nor taken any steps to verify the
information set out in this document and has no
responsibility for it.

The Fund to which this document relates may be
illiqguid and/or subject to restrictions on their resale.
The Fund will not be offered to retail investors].
Prospective purchasers should conduct their own
due diligence on the Fund.

If you do not understand the contents of this
document, you should consult an authorised
financial adviser.

For investors in Israel

For investors in Israel: BlackRock Investment
Management (UK) Limited is not licenced under
Israel's Regulation of Investment Advice,
Investment Marketing and Portfolio Management
Law, 5755-1995 (the “Advice Law”), nor does it
carry insurance thereunder.

This document is provided for informational
services only and is not intended to serve, and
should not be treated as Investment Advice.

BlackRock could have a direct or indirect benefit
from investments made by investors in Israel in the
products mentioned in this document, or in other
products managed by third parties with whom
BlackRock is involved in a business contract. In
particular, BlackRock manages the traded foreign
funds mentioned in this document, and therefore
derives a benefit from investments of Israeli
investors in them (inter alia, by charging a
"management fee" as specified in the prospectus
and in the Annex to the prospectuses of such
funds). Therefore, BlackRock has a "Connection” to
such products, might have a personal interest in
their sale, and might prefer such products over
other products. Accordingly, any advice BlackRock
provides, is considered, for the purpose of the
Investment Advice Law, as Investment Marketing
(and not Investment Advising). For complete
information about BlackRock's "affiliation" with
financial assets (including the types of financial
assets and the names of the entities that issue or
manage them), you can contact BlackRock at
www.blackrock.com.

This Document, as well as any products and
services described herein, are directed at and
intended exclusively for individuals or corporations
that fall within at least one category in each of the
First Schedule of the Investment Advice Law
("Qualified Clients").

BlackRock does not hold a license and is not
insured as required under the Investment Advice
Law.

Nothing in the fund's past returns can ensure a
similar return in the future. Investment in the
products mentioned in this document is subject to
the risks described in the fund prospectus
(including the risk of loss of investment funds). For
a concise description of the unique risks for the
products mentioned in this document, see the risk
section in the annex to the prospectus intended for
investors in Israel, and published on the distribution
website of the Israeli Securities Authority and the
Tel Aviv Stock Exchange. Furthermore, although
BlackRock invests reasonable efforts to ensure the
accuracy of the data presented in this document, it
does not guarantee their accuracy, is not
responsible for it, and should not be relied upon
when making an investment decision. Therefore,
investors considering investing in the products
mentioned in this document should examine the
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full offer documents of the relevant product (and in
particular, the prospectus and the annex to the
prospectus as stated above, and the risks described
therein), and consult experts on their behalf
regarding the viability of the investment.

The Fund and Fund Manager are not subject to the
laws and regulations to which Israeli mutual funds
are subject.

For investors in Portugal and Spain

Certain funds mentioned here are registered for
distribution in Spain. Additionally, certain funds are
registered for distribution in Portugal. In Spain,
BlackRock Global Funds (BGF) is registered with the
number 140 in the Comision Nacional del Mercado
de Valores de Espaina (CNMV) and the Prospectus
for each registered fund has been registered with
the CNMV and can be found at
www.blackrock.com/es available in Spanish and
English. In Portugal, certain share classes of certain
BGF funds are registered with the Comissao do
Mercado de Valores Mobiliarios (CMVM) and the
Prospectus for each registered fund has been
registered with the CMVM and can be found at
www.blackrock.com/pt available in Portuguese and
English. This document contains products or
services of BlackRock, Inc. (or affiliates thereof) that
might be offered directly or indirectly within the
Andorran jurisdiction, and it should not be regarded
as solicitation of business in any jurisdiction
including the Principality of Andorra. For
information on investor rights and how to raise
complaints please go to
https://www.blackrock.com/corporate/compliance/
investor-right available in Spanish and Portuguese.

For investors in Switzerland
For professional clients and qualified investors only.

This document shall be exclusively made available
to, and directed at, qualified investors as defined in
Article 10 (3) of the CISA of 23 June 2006, as
amended, at the exclusion of qualified investors
with an opting-out pursuant to Art. 5 (1) of the
Swiss Federal Act on Financial Services ("FinSA").

For information on art. 8 / 9 Financial Services Act
(FinSA) and on your client segmentation under art.
4 FinSA, please see the following website:
www.blackrock.com/finsa.

The BlackRock Global Funds (BGF) Fund is
domiciled in Luxembourg. BlackRock Asset
Management Schweiz AG, Bahnhofstrasse 39

CH-8001 Zurich, is the Swiss Representative and
State Street Bank International GmbH, Munich,
Zurich Branch, Beethovenstrasse 19, CH-8002
Zurich, the Swiss Paying Agent. The Prospectus,
Packaged Retail and Insurance-based Investment
Products Key Information Document (PRIIPs KID) or
equivalent, the Articles of Incorporation, the latest
and any previous annual and semi-annual reports
are available free of charge from the Swiss
Representative. Investors should read the fund
specific risks in the PRIIPs KID and the Prospectus.

Any research in this document has been procured
and may have been acted on by BlackRock for its
own purpose. The results of such research are being
made available only incidentally. The views
expressed do not constitute investment or any other
advice and are subject to change. They do not
necessarily reflect the views of any company in the
BlackRock Group or any part thereof and no
assurances are made as to their accuracy.

This document is for information purposes only and
does not constitute an offer or invitation to anyone
to invest in any BlackRock funds and has not been
prepared in connection with any such offer. This
document will expire 12 months after issue.

© 2026 BlackRock, Inc. All Rights reserved.
BLACKROCK, BLACKROCK SOLUTIONS and
iSHARES are trademarks of BlackRock, Inc. or its
affiliates. All other trademarks are those of their
respective owners.
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