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FEuropean Dividend Havens: The Great Capital
Migration from Growth to Cash

Why it is time to step away from overheated US markets and capture real cash yields.

MARCH 2026 | MACRO SHIFT | YIELD ARBITRAGE | EQUITY SELECTION

1. Executive Summary

As we look across global markets in early March 2026, we see the "growth at any cost" narrative of the
past decade running out of steam. While many investors remain tied to US growth leadership, our view
is that the strategic window for durable cash yields in Europe has opened materially.

The S&P 500 currently offers a thin 1.15% dividend yield, which we view as an inadequate buffer
against a potential deflation of the artificial intelligence bubble. This limited margin of safety leaves
many portfolios exposed if valuation multiples begin to mean-revert toward historical norms.

Our core thesis rests on three high-conviction pillars:

e A historic valuation gap: US equities trade at a 45-55% premium to European markets.

e A favorable currency backdrop: a stabilizing US Dollar Index at 99.1 creates a meaningful tailwind
for dollar-based investors allocating to foreign assets.

e Enduring regulatory moats in Europe: these moats provide a structural floor under cash generation
that is increasingly hard to find in US domestic markets.

We look beyond the headline noise around the Magnificent Seven and focus on the fundamental driver
of long-term wealth: shareholder returns backed by cash.

Actionable insight: We see a compelling case for a structural pivot toward high cash-conversion assets in
Europe to insulate portfolios from US market saturation and growth-multiple risk.
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The US Yield Crisis

The Valuation Gap

1.135%

S&P 500 current dividend yield. Less than
half the 50@-year historical average
(2.8-3.0%). Returns are exclusively tied
to multiple expansion.

30-35% Discount

US Forward P/E sits at 21.5x. STOXX
Europe 600 trades at 14.5x.
A chronic, structural transatlantic

mispricing.

The Rotation Imperative

The High-Yield Solution

8-11% Expected
Total Return
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Capital must flow from “priced for
perfection” AI hyper-growth into real-
economy European cash flow.

Figure 1. Thesis snapshot: yield compression, valuation dispersion, and the European income shortlist.

Key takeaway: Our thesis rests on scarce US income support, a large valuation gap, and a rotation toward higher cash-
conversion assets in Europe.

2. US Market Impact: The Exhaustion of the Growth Premium

Index concentration has become the single most important strategic risk to monitor. When a handful
of stocks effectively determine the performance of a portfolio, the investor is no longer underwriting a
broad economy; the portfolio is underwriting near-perfection at a small number of corporate
boardrooms.

Nvidia remains an engineering powerhouse, but its 0.02% dividend yield - roughly one cent per
quarter - signals a market priced for absolute perfection. The broader Magnificent Seven - Apple,
Amazon, Alphabet, Meta, Microsoft, and Tesla - already discount multiple years of future productivity
gains, leaving essentially no margin for slower Al adoption, execution errors, or regulatory friction.

The macro backdrop adds another layer of complexity to the US growth story. Earlier this year, the US
Dollar Index (DXY) dropped to 96 before stabilizing at 99.1. For dollar-based investors, the implication
is straightforward: a weaker dollar naturally enhances the translated returns of foreign holdings.

Comparison of Valuation Landscapes

Metric ‘ US (S&P 500) Europe (STOXX 600)
Forward 12-Month P/E 21.5x 14.5x
Dividend Yield 1.15% 3.50%
research@moatpeak.com Page 2 www.moatpeak.com



< MOATPEAK INDEPENDENT RESEARCH

Market Concentration Extreme (Top 10 Dominated) Diversified (Old Economy Focus)

This snapshot highlights the core of our argument: Europe offers more income, lower multiples, and
less concentration risk at a time when the US index has become increasingly dependent on a small
group of high-expectation tech names (see Figure 2).

S&P 500 STOXX Europe 600

Forward 12-Month P/E Forward 12-Month P/E
21.5x

Dividend Yield: 1.15% Dividend Yield: ~3.5%+

Stripping out the Top 10 S&P tech giants, the remaining 490 US companies show no
structural advantage over European peers to justify a 45-55% valuation premium.
This is a tectonic capital misallocation ready to snap back.

Figure 2. Valuation and yield gap between the S&P 500 and STOXX Europe 600.

Key takeaway: Europe offers more income and lower multiples at a time when the US index remains unusually
concentrated.

3. Europe and Global Markets: The Renaissance of the Old Economy

Europe has long been dismissed as a value trap, yet we see today's 14-15x P/E ratio as a sign of
structural opportunity rather than stagnation. In a cycle where capital begins to flow out of
overstretched tech sectors, the STOXX Europe 600 is positioned to deliver a total return of around 8%
in 2026.

Reuters consensus points to a potential 11% rise in European equities as macro conditions improve.
Against this backdrop, dividends are not only a source of income; they are a signal of underlying
business resilience.

The currency dimension further strengthens this case. ABN AMRO forecasts EUR/USD moving toward
1.25, setting up a double benefit for US-based investors: asset-price appreciation in Europe and a
currency gain as the euro strengthens against the dollar (see Figure 3).

In this environment, the so-called old economy - financials, industrials, and essential consumer goods -
reclaims its role as the primary engine of portfolio stability and compounded growth.

research@moatpeak.com Page 3 www.moatpeak.com



< MOATPEAK INDEPENDENT RESEARCH

Actionable insight: The shift from growth to cash is, at its core, a return to fundamental investing, where
we are paid to wait for capital appreciation instead of relying on speculative multiple expansion.

DXY (Dollar Index) Historical & Projection

\ Morgan Stanley / ABN AMRO
N veirs: Target: EUR/USD 1.25

Dollar Index Value

Time
2025 Performance Shift The End of Dollar Hegemony
Central bank de-dollarization and shifting rate
US Markets: +17% environments have broken the “When in doubt, buy

America" reflex. A weakening USD structurally inflates

-US: + : :
oDt el a2 the yield of foreign assets for dollar-based allocators.

Figure 3. Dollar backdrop and relative market performance.

Key takeaway: A softer dollar can enhance dollar-based returns from European assets while capital shifts away from
overextended US multiples.

4. Sectoral Movements and Specific Asset Deep-Dives

At MoatPeak, we favor stock picking over broad index exposure. Generic European ETFs often bundle
high-quality franchises together with legacy businesses we would rather avoid. Our preference is to
identify individual names with wide moats, disciplined capital allocation, and high cash conversion
(see Figures 4 and 5).
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Reject toxic assets,
obsolete models, and
value traps embedded in
broad European ETFs.

Broad Indices

(STOXX 600, MSCI Europe)

Regulatory or Structural Moats

Real Cash Flow Coverage
(Cash conversion > 80%)

Healthy Payout Ratios
(Strict 40-70% comfort zone)

We demand real economy

Ll businesses that generate physical
Do physical cash flow, immune to Al
Players hype cycles and protected from

single-country regulatory wipeouts.

Figure 4. MoatPeak screening funnel for targeted European dividend ideas.

Key takeaway: We prefer stock selection over broad ETFs and screen for regulatory moats, real cash-flow coverage,
and disciplined payout ratios.

> Total Payout ’ .

0 150-yr .
$SHB.A Banking 12.2% 66.8% conservative Riksbank
(Base) = Rate Cuts
underwriting
80% Monopoly via vecelan
SFDJ  Gaming 8.2% (Adj. Net French Law till €19

Tax Hikes

Income) 2044

Extreme pricing  Accelerated
SBTI Tobacco 5.6% 69.6% power & 100% volume

Cash Conversion decline

. Structural
Real = Premium London
SDLN Estate 4.7% 1.2x Cover \wast End locations rem;);ﬁ;\gork

Figure 5. Representative European yield ideas, structural moats, and primary risks.

Key takeaway: Our shortlist emphasizes durable cash generation, conservative capital allocation, and identifiable risks
that can be monitored explicitly.
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Deep Dive 1: Banking and Stability - SHB.A (Svenska Handelsbanken)

SHB.A is a cornerstone of our defensive allocation. While the headline yield of 12.2% naturally draws
attention, the true anchor is the 5.6% regular dividend, which we regard as far more indicative of
sustainable income. A CET1 ratio of 17.6% speaks to a conservative culture that places capital safety
above short-term gains (see Figure 6).

Svenska Handelsbanken ($SHB.A) — The 150-Year Conservative Yielder

Market punishment for IT Yield Composition & Total Payout
modernization spending and 14%
Riksbank rate cuts has created an
artificial discount.
12%
SHB is not a broken business; it's
a hyper-capitalized anchor asset. 10% Special
Dividend:
Do not extrapolate the 12% yield &% 6.6%
into perpetuity—buy it for the rock- % (9.50 SEK)
solid 5.6% base, with special Total Yield:
payouts acting as cyclical bonuses. | 6% 12.2%
" 4% -
CET1 Ratio: 17.6% Basseg;e'd=
2% (8.00 SEK)
Payout Ratio: 66.8%
. . 0%
(eXClUdmg specnal) Base Yield Special Dividend Total Yield

Figure 6. Svenska Handelsbanken: base dividend, special payout, and capital strength.

Key takeaway: We treat SHB.A's regular 5.6% dividend as the sustainable income anchor, with special payouts
representing upside rather than the base case.

We interpret the current IT modernization program not as a cost drag, but as a moat-building
investment that protects the bank against leaner fintech competitors. For investors positioning around
income dates, the ex-dividend date is March 26, 2026.

Deep Dive 2: Regulatory Monopolies - FDJ (La Francaise des Jeux)

FDJ operates under a unique regulatory franchise, holding exclusive rights to lottery and sports betting
in France until 2044. This is a business model with a regulatory moat that is difficult to replicate. The
company offers an 8.2% forward yield and returns 80% of its adjusted net income to shareholders (see
Figure 7).
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FDJ United (SFDJ) — The Monopoly Cash Machine

A non-cyclical, legally protected
monopoly in a top-tier global economy.
FDJ is insulated from competitive
pressure until 2044.

While recent French tax hikes triggered a
sell-off, the fundamental free cash flow

(2024)
€1.63
(2023)
engine remains untouched. (62})125
Digital channel expansion provides margin €0.77
growth without compromising the (2018)
regulatory moat. €0.61
€0.45 (2019)
% (2020)
Forward Yield: 8.2% .
O O—

€2.10
(2025)

€1.87

Payout Policy: 80% o O
Adjusted Net Income (Privtization) (End of Exclusive
Monopoly Rights)

Figure 7. FD]J: regulated monopoly economics and payout trajectory.

Key takeaway: FD]'s legally protected franchise supports cash returns even as French tax policy remains the principal
risk.

We acknowledge that tax pressure from the French government is a key risk. However, the non-
cyclical nature of lottery demand provides a powerful stabilizer, making FD] a valuable ballast in a
diversified income portfolio.

Deep Dive 3: Cash Flow Resilience - BATS.L (British American Tobacco)

British American Tobacco is frequently labeled a value trap, but we believe that view misses the
second-order effects of a matured, cash-rich franchise. In 2025, the company achieved a 100% cash
conversion rate and generated GBP 3.621 billion in revenue from New Categories. While cigarette
volumes continue to decline, pricing power and product mix enable the company to sustain a 5.6%
yield with a forward P/E of just 7-8x (see Figure 8).
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British American Tobacco (SBTI) — The Free Cash Flow Transformation

Priced as a terminal decline asset (7x _
P/E), but generates over £4B in FCF Expands to 18.2%

with 100% cash conversion. of total revenue

Pricing power easily offsets 3-5% ]

volume declines in combustibles, while

‘New Categories’ provide a credible

New Categories / Smokeless
future runway. :

The 2.48x leverage ratio is highly
manageable given the cash generation.

Yield: £

5 6% Conversion:
: 100%
Forward P/E: LTV:
7-8x 2.48x

Figure 8. British American Tobacco: cash conversion and category mix.

Key takeaway: BAT combines pricing power, full cash conversion, and a low valuation multiple, supporting our cash-
flow compounder view.

In our view, this combination of high cash generation, disciplined capital return, and low valuation
multiple makes British American Tobacco an attractive cash-flow compounder in a portfolio otherwise
exposed to higher-growth, higher-volatility names.

Deep Dive 4: Real Estate Alternative - DLN (Derwent London)

DLN offers a focused, high-quality alternative within the commercial real estate space. While the work-
from-home trend has undermined broad office demand, Derwent targets prime London locations that
remain in high demand from top-tier tenants.

The company boasts an 18-year dividend growth streak and recently secured GBP 11.3 million in new
leasing deals at 9.9% above estimated rental value. A 29.4% loan-to-value ratio underscores a
conservative balance sheet and risk-aware management (see Figure 9).
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Derwent London (SDLN) — The Premium Contrarian

The ‘death of the office’ narrative i "
missed a crucial bifurcation: 18 Consecutive Years of Dividend Growth
commodity space is dying, but
premium, ESG-compliant West End
hubs are booming.

With extremely low leverage (29%),
leases signing 9.9% above expected
rental value, and 18 years of
continuous dividend hikes, DLN is a
pristine real asset.

West End /
Fitzrovia

Yield: Dividend Cover:
4.7% 1.2x EPRA
; New Leases:
EP2R’9A 413;:\/ +9.9% above
: ERV

Figure 9. Derwent London: dividend durability and premium West End exposure.

Key takeaway: DLN pairs an 18-year dividend growth record with prime-location assets and a conservative balance
sheet.

In our view, DLN illustrates a key principle of our approach: quality assets ultimately find a floor, even
when their broader sector faces structural headwinds.

Key Valuation Drivers & Sensitivities

Sensitivity: Riksbank Interest Sensitivity: French Sovereign
Rates Tax Policy

Lower rates compress net interest margins, Highly sensitive. This is the primary driver of
but spur corresponding loan growth. The core recent multiple contraction. Valuations are
dividend remains insulated until severe rate tethered to legislative taxation caps on the
cuts breach the historical zero-bound. gaming sector.

Sensitivity: Smokeless Adoption Sensitivity: UK Prime Office
& FDA Action Employment

P/E multiple expansion relies entirely on the Asset NAV is highly sensitive to West End cap
‘New Categories’ growth rate outpacing the rates and Gilt yields. Premium ESG
3-5% structural decline in combustible refurbishments currently command a pricing
volumes. premium insulating the portfolio.

Figure 10. Portfolio sensitivities across rates, tax policy, adoption curves, and office demand.

Key takeaway: Even high-moat dividend ideas require explicit monitoring of the macro and regulatory variables that
drive valuation.
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5. Gray Rhinos: The Ignored Signals of 2026

We believe investors must confront the gray rhinos - the obvious, slow-moving threats that markets
tend to ignore while chasing the next Al headline.

The first is the gradual de-dollarization of central-bank reserves. As global institutions incrementally
diversify away from the US dollar, they establish a structural ceiling for DXY and a long-term floor
under European asset valuations. The shift is not explosive, but its cumulative impact on multi-year
returns can be meaningful.

The second is what we call the circular Al financing cycle. Many leading tech companies are effectively
funding one another's growth through interlinked cloud, hardware, and service agreements. A
disappointing GPT-5 release later this year could become the catalyst for a broader tech reset, as
investors reassess the timing and scale of Al-related returns.

Finally, the extreme concentration of the S&P 500 means that the index itself has become hostage to
roughly ten tickers. If those names fail to deliver perfection, the repercussions are likely to be systemic
rather than contained (see Figure 11).

4o

Al Circular Financing
The 2026 Bubble Catalyst

Tech giants are inflating
each other’s revenues via
compute-infrastructure

investments.

The market's perception of
GPT-5 as a disappointment
is the first structural crack.

i

Extreme Concentration
The Mag 7 Trap

S&P 500 market cap is
disproportionately tied to
just 7 tech/quasi-tech

tickers.

If Nvidia or Microsoft
correct from “priced for
perfection” multiples, the
broader index has no
structural defense.

£

De-Dollarization
Slow-burn Central Bank
Shift

Gradual diversification of
global FX reserves into
Gold, Euro, and Yuan
introduces long-term
volatility to US asset
valuations.

Figure 11. Gray rhinos facing US assets: Al financing loops, concentration, and de-dollarization.

Key takeaway: We see slow-moving but obvious risks accumulating around US tech concentration, circular Al
spending, and reserve diversification.

6. MoatPeak Scenarios and Probabilities

We rely on scenario planning to avoid the overconfidence that often precedes portfolio ruin. Instead of
anchoring on a single outcome, we assign probabilities across a range of plausible paths for 2026.
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Market Trajectories 2026

Scenario Probability Narrative Key Trigger

Capital flows to EU dividend payers as US EUR/USD reaching

The Great Rebalancin 60%
e ° tech plateaus. 1.20+
. US Al bubble holds while the EU economy Aggressive ECB
European Expansion 25%
accelerates. rate cuts
Major tech

L Al bubble bursts violently, dragging all . )
Global Liquidity Crunch 15% earnings miss /

ities d .
equities down GPT-5 failure

Actionable insight: Our pro-Europe stance remains intact as long as EUR/USD stays above 1.10 and DXY
does not experience a sharp, disorderly rebound.

Catalysts & Invalidation Triggers

~ &

Catalysts (Buy / Hold Signals) Invalidation Triggers (Sell Signals)

(Systemic) Dollar violently strengthens past
105 due to an unprecedented global
geopolitical shock.

GPT-5 fails to justify massive compute
CapEx, triggering an immediate S&P
rotation out of hyper-growth.

(Asset-Specific) Payout ratios exceed 90%

without free cash flow backing, indicating

management is funding dividends via debt
issuance.

ECB fiscal expansion directly stimulates
localized European consumer and
corporate spending.

DXY (Dollar Index) structurally breaks
below 95 definitively, creating a
permanent FX tailwind.

(Asset-Specific) Severe, sudden regulatory
bans terminating FDJ's monopoly before
2044 or crippling BTl's smokeless rollout.

Vo P 4
Figure 12. Catalysts and invalidation triggers for the pro-Europe view.

Key takeaway: Our stance remains constructive while the dollar stays orderly and European cash flows continue to
absorb idiosyncratic risks.
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7. MoatPeak Insights: The So What Layer

Information is abundant; interpretation is scarce. We differentiate our approach by applying capital-
cycle theory and inversion to the current environment.

From a capital-cycle perspective, a decade of capital flight from sectors such as banking and tobacco
has left the survivors lean and highly profitable. These companies have largely exited the race for
speculative expansion and instead focus on returning excess cash to shareholders.

Through inversion, we start with the question: how do we avoid losing? To us, avoiding ruin in 2026
means not being fully allocated to assets trading at 21.5x earnings with minimal yield support. We
cannot forecast every macro event, but we can position in a way that makes patience a competitive
advantage.

While others chase the next high-beta move, we are comfortable steadily accumulating shares that pay
us to wait, relying on cash flows rather than sentiment for the return profile.

8. Strategic Action Plan for the Retail Investor

Our practical roadmap starts with building a durable income base and then letting time and
compounding do the heavy lifting.

We see SHB.A and FDJ as powerful anchors - names that can form the backbone of an income stream
that is less correlated to technology-sector volatility. From there, we embrace the natural currency
tailwind provided by the euro and the pound, which also serves as a hedge against US domestic
inflation.

A dividend reinvestment plan is, in our view, an underappreciated tool. By reinvesting each dividend,
we quietly increase our ownership of businesses with regulatory moats and strong cash conversion,
reinforcing a self-sustaining wall of cash flow.

At the same time, we must be precise about net versus gross income. European withholding taxes can
be high, so it is essential to use a broker that can apply relevant tax-treaty benefits and help protect
effective yield (see Figure 13).
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Execution Architecture: Optimizing the Yield

Cross-Border  (f&h)

Tax Navigation <IU
Mitigating Double Taxation

Currency (FX) €79
Posture @®
Unhedged Baseline

Compounding
Engine (DRIP)

Dividend Reinvestment

Utilize institutional broker
treaties to minimize source-
country withholding tax bleed.
The net realized yield is the
only metric that matters.

Accept the long-term
EUR/SEK/GBP tailwind against
the USD, but maintain dynamic
optionality for hedging if DXY
volatility suddenly spikes.

Automatically route the 5-8%
cash distributions back into
principal to weaponize
compounding, shielding
overall returns from
temporary price volatility.

>,

Figure 13. Execution architecture for maximizing net yield.

Key takeaway: Tax treatment, currency posture, and disciplined reinvestment can materially affect realized income for
retail investors.

In a world dominated by hype cycles and narrative rotations, we remain convinced that cash is the
only enduring truth. The migration from growth to cash is not a short-term trade for us; it is a re-
centering of strategy around sanity, resilience, and real returns (see Figure 14).

Portfolio Decision Checklist

Is the yield securely covered by Free Cash Flow?
Reject any asset funding payouts via debt issuance or asset sales.

Does the payout ratio sit comfortably between 40% and 70%?
Ensures adequate capital retention for long-term business continuity.

Have special dividends been stripped from the base yield model?
Avoid extrapolating temporary windfalls like SHB's 12% into perpetuity.

Is the portfolio geographically and sectorally insulated?
Ensure a single French tax hike or UK recession cannot wipe out total portfolio yield.

L1000

Figure 14. Portfolio checklist for dividend discipline.
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Key takeaway: We focus on cash coverage, prudent payout ratios, stripped-out base yields, and diversification before
underwriting income.

We appreciate the trust you place in us as we pursue greater financial resilience through a more
disciplined allocation framework.

Real cash lies in mature
European moats, not in the
0.02% yield of Al hype.

The valuation gap is historic. The currency tailwind is aligned.
The cash flows are real. The time to rotate is now.

Institutional Disclaimer: For informational purposes only. Not individual investment advice. Past performance is not indicative of future results. Estimates based on March 2026 data.

Figure 15. Closing investment conclusion.

Key takeaway: The core message is a rotation from expensive growth narratives toward mature European businesses
that pay real cash yields.

Important Disclosures & Disclaimer

This report is provided for informational and educational purposes only and does not constitute
investment advice, a recommendation, an offer, or a solicitation to buy or sell any securities, financial
instruments, or investment products.

All views expressed reflect the author's judgment at the time of publication and are subject to change
without notice. Past performance is not indicative of future results. Investing involves risk, including
the potential loss of principal.

MoatPeak does not provide personalized investment advice and does not consider the investment
objectives, financial situation, or specific needs of any individual reader. Readers are encouraged to
conduct their own research and consult professional advisers before making investment decisions.

While the information contained herein is believed to be reliable, it is derived from publicly available
sources and third-party materials. MoatPeak makes no representation or warranty as to the accuracy,
completeness, or timeliness of the information provided.
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Intellectual Property & Usage
© 2026 MoatPeak. All rights reserved.

This report, including its content, structure, analysis, charts, and visual elements, is the intellectual
property of MoatPeak and may not be reproduced, redistributed, or transmitted, in whole or in part,
without prior written permission.

Contact

research@moatpeak.com | www.moatpeak.com
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