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Weekly Market Snapshot
Small and Mid Caps stage a comeback
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Following a loss of investor interest during the COVID
pandemic, Small and Mid Caps (SMID Caps) are coming
back to the fore, mainly in Europe. Indeed, European
SMID Caps offer investors diversification when they are
looking for alternatives outside the US.

A STRONG OUTPERFORMANCE OF THE SMALL AND MID
CAPS BETWEEN 2010 AND 2021
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stimulus measures in Germany and at the EU level 400 2021
which should increase domestic demand which would
drive SMID Caps. In addition, these companies,
generating most of their revenues in the EU region, have 200
not been as affected by the increase of tariffs imposed by
the US in April 2025.
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Finally, European SMID Caps have also benefited from 2010 2013 2016 2019 2022 2025
the decrease of interest rates by the ECB's rate cuts, ——DAX Large Caps MDAX Mid Caps

which are giving a fillip to the economy. Source: BNP Paribas, Bloomberg

We hence advise investing in European SMID Caps
through ETFs or Funds that provide exposure to
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WEEKLY MARKET SNAPSHOT - SMALL & MID CAPS

Small and Mid Caps stage a
comeback

Between 2001 and 2021, European Small and Mid
Caps (SMID caps) have enjoyed a period of growth
with the MSCI Europe Small Cap Net Return Index
outperforming the Stoxx Europe 50 Net Return
Index throughout this period. However, since the
COVID pandemic, high interest rates and inflation
have led to a loss of investors interest in SMID Caps.

This year, we are witnessing a reverse in this
situation as SMID Caps in Europe are coming back to
the fore. With Large Caps markets reaching all-time
highs (especially in tech), and high valuations,
investors are searching for more diversification in
their portfolios. SMID Caps can offer diversification
as they behave differently to Large Cap companies
and follow the economic cycle. Moreover, there is a
large diversity in the themes and industries of SMID
Caps while lately Large Cap indices have been
concentrated on a specific area, i.e. tech. However,
as SMID Caps are very sensitive to the economy,
especially the domestic economy, they can present
more risk.

A growing interest in European
Small and Mid caps

Currently, European Small and Mid Caps look
attractive mainly because of a favourable European
environment.

The German stimulus and the stimulus measures,
announced at the EU level to earmark €800bn to
ReArm Europe, could boost the economic growth of
Germany and Europe in general and have a positive
impact on SMID Caps.

These spending plans will support several sectors
and will possibly increase the number of intra-
European trades, hence boost the internal domestic
demand. Being linked to the domestic economy,
SMID Caps should benefit from this increase in
domestic consumption.

Additionally, as European SMID Caps generate a
large part of their revenues from European
domestic markets, they have not been as affected
by the US tariffs imposed in April 2025 as large
companies. They provide more stability in today’s
uncertainty on the markets resulting from the
US/European trade negotiations.

Also worth noting is that European SMID Caps have
been driven lately by the ECB's low interest-rate
policy to support the economy that has encouraged
investments.

Finally European SMID Caps have a low P/E and
trade at a discount to Large Caps, making them
very attractive to investors for their upside
potential.

Investment opportunities

European Small and Mid Caps are attractive
investments, and a way of diversifying in the
World ex-US this year with growth prospects. So,
we favour investing in Small and Mid Caps through
ETFs and funds that provide exposure to either
European Small Caps or Mid Caps or exposure to
both.

OVER TIME, EURO SMALL-CAPS HAVE EQUALED
US MICRO-CAPS

EURO MID-/SMALL-CAP STOCKS
OUTPERFORMED THE EURO STOXX 50
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DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Controle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates (“BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.

L = BNP PARIBAS

o

WEALTH MANAGEMENT

The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing; they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.
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