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also slid following their own 
reports.

“The real test” for European 
stocks next year will be for 
earnings to broaden beyond 
the energy sector, said Lever-
age Shares’ Todorova. “We 
need to see stronger demand, 
improving business invest-
ment and sustained profit 
growth across industrials, 
banks, consumer companies 
and technology-related busi-
nesses.”

European stocks are also 
likely to be hit by volatility into 
the US midterm elections next 
week, said Rob Powell, EMEA 
Head of Equity Strategy for 
Fundamental Equities at 
BlackRock Inc., adding how-
ever that the longer-term out-
look remains robust. “Earn-
ings are positive and that gives 
us confidence that long-term 
Europe could be relatively well 
positioned.”

 “Investors will buy durable 
earnings, and not just a steep 
rise,” said Alpesh Patel, man-
aging partner at RootBridge 
Capital. 

“As long as the holy trinity is 
present broadly, investors will 
stick with Europe: improving 
returns on capital, stronger 
cash generation and earnings 
upgrades.” 
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jerusalem 

I
sraelis on Thursday waited for final 
election results to confirm what 
they see taking shape: No majority 
of parliament seats for Prime Min-
ister Benjamin Netanyahu and his 

allies, or for the array of parties seeking 
to unseat him.

Difficult decisions lie in the weeks 
ahead, including whether some Jewish 
and Arab parties would team up in a 
historic alliance, or whether some par-
ties that campaigned on ousting Netan-
yahu would toss that aside and join for-
ces with the deeply divisive prime min-
ister. While this plays out, Netanyahu 
remains in charge.

Final results could come as early as 
Thursday evening after about a half-
million absentee ballots are counted 
from military personnel, diplomats, 
people in prisons and hospitals, and 
others. They are not expected to sway 
the results dramatically.

Local media projected 53 parliament 
seats for Netanyahu’s bloc, 48 seats for 
opposition parties and 19 for Arab-led 
ones, which also want Netanyahu out.

Potential complications emerged. 
The head of the Central Elections 
Committee asked the Shin Bet intelli-
gence service to investigate alleged for-
eign interference in the vote.

The letter dated Wednesday men-
tions alleged funding by “foreign enti-
ties against the Israeli interest,” with-
out specifics, and could not speak to the 
validity of the claims. It requests find-
ings within the week. Israeli law 
requires election results to be certified 
by 4 November.

Likud, despite receiving the most 
votes, earlier accused Arab-led parties 

someone with forming the next gov-
ernment. It has traditionally been the 
leader of the party with the most votes, 
but that’s not required.

If a new government cannot be 
formed after multiple attempts, Israel 
would face a new election early next 
year. 

On Wednesday, President Isaac Her-
zog signaled he wanted to avoid that 
step—something Eisenkot has said as 
well.

Israel, already divided along multi-
ple fault lines—Jews and Arabs, secular 
and religious—entered the election 
with huge and painful issues at stake.

Those include whether the fast-
growing ultra-Orthodox population 
should remain exempted from com-
pulsory military service in a country 
where many families have seen their 
sons and daughters killed in three years 
of inconclusive wars.

While many Israelis voted with secu-
rity issues first in mind, the country’s 
international standing is also at stake 
after widespread criticism over the 
treatment of Palestinians in Gaza and 
growing violence by Jewish settlers in 
the occupied West Bank.

Meanwhile, the threat of further 
strikes against Iran adds to the election 
uncertainty, as the Trump administra-
tion has spoken of new attacks after the 
midterm elections on 3 November. 

Experts have said Netanyahu could 
seize on a renewed all-out war to press 
for a unity government with him in 
charge.

That could delay what Netanyahu 
has long resisted: a public inquiry into 
the security failures that led to the 
deadliest extremist attack on Israel in 
the country’s history, the Hamas-led 
assault on 7 October 2023, that sparked 
the war in Gaza.

Local media projected 53 parliament seats for Netanyahu’s bloc, 48 seats for the opposition

Israelis await poll results; 
difficult choices ahead

A woman votes during the national election in the city of Umm al-Fahm. REUTERS

about 9% of the Stoxx 600 
compared with 38% for the 
S&P 500.

Cheaper valuations are 
another draw. The Stoxx 600 
trades at about 14 times for-
ward earnings, down from a 
peak of 16 in February and 
close to its long-term average. 
The benchmark has also main-
tained a roughly 25% discount 
to the S&P 500 since June.

Still, the momentum hasn’t 
fully translated into further 

gains for the 
b e n c h m a r k 
index, as higher 
oil prices and lin-
gering geopoliti-
cal tensions curb 
sentiment. The 
Stoxx 600 has 
struggled to top a 
record hit in mid-
August. 

Consumer-exposed stocks 
in particular have struggled 
this quarter, hurt by weaker 
demand and inflation con-
cerns. Unilever Plc shares 
dropped 2%, partly as the com-
pany reported weaker per-
formance in its food business 
and developed markets. 
Volkswagen AG dropped after 
swinging to a loss, while shares 
of luxury companies Kering SA 
and Hermes International SCA 
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E
urope is gaining ground 
on the US this reporting 
season, with profit 

growth forecast within touch-
ing distance for the first time 
in more than three years.

Analysts expect Morgan 
Stanley Capital International 
Europe constituents to post a 
23% surge in third-quarter 
profits versus a year earlier, 
just shy of the 24% increase 
forecast for S&P 500 firms, 
according to data compiled by 
Bloomberg Intelligence. The 
last time European earnings 
outshone US counterparts was 
in the first quarter of 2023.

While economic resilience 
has underpinned optimism in 
both regions, it’s a welcome 
shift for investors in European 
stocks at a time when artificial 
intelligence doubts have 
roiled US peers. The Stoxx 
Europe 600 Index is on track 
to outperform the Standard & 
Poor’ (S&P) 500 in October 
after lagging behind for two 
quarters in a row.

“Europe is 
becoming a more 
compelling rela-
tive opportunity,” 
said Violeta Tod-
orova, senior 
research analyst 
a t  L e v e r a g e 
Shares. “Euro-
pean equities 
offer a combination of more 
moderate valuations, improv-
ing earnings momentum and 
less concentration in a handful 
of mega-cap technology com-
panies.”

The region’s relatively 
lower reliance than the US on 
technology heavyweights also 
makes it attractive amid fears 
around the sustainability of 
artificial intelligence  demand. 
The tech sector makes up 

Europe’s earnings growth to 
rival US for the first time in years
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of stealing the election and asked the 
election committee to investigate. It 
did not provide specific evidence to 
support its claims. The election com-
mittee has said the number of reported 
irregularities in the rela-
tively calm election was 
low.

Even without a role in a 
coalition, Arab-led parties 
could support other Net-
anyahu opponents in the 
next parliament, set to 
convene on 10 November. 
That could include elect-
ing a new speaker, giving 
them control of the agenda and poten-
tially allowing them to advance and 
pass legislation before a new govern-
ment is formed.

Eisenkot did not mention the pros-

pect of joining forces with the Arab-led 
parties that had a strong showing, as 
some Arab citizens broke longstanding 
vows never to vote in a country where 
they have long faced discrimination. 

But he has said he is open 
to working with them to 
reach the 61-seat majority 
needed to control the 120-
seat Knesset.

Ahmad Tibi, head of the 
Arab-led Joint List, told 
Army Radio he’s heard 
from the opposition bloc 
to discuss replacing the 
Knesset speaker, and he 

told them the party would support the 
bloc’s candidate. 

He also urged Eisenkot to have polit-
ical courage.
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