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At a glance 

- Shift in market dynamics: a significant sell-off in high-valued Al stocks, including the

'Magnificent Seven,' led to a 20% decline from their peaks. Meanwhile, the Russell 2000





CPI reading indicated inflation concerns are all but over and has provided the Fed an 

opportunity for its first rate cut in four years this September. This appears to have given 

investors confidence that interest rate cuts could bolster the economy amid softer growth 

expectations. As a result, bonds have rallied (further evidence of investors moving out of mega 

tech and broadening the rally) and the share price of companies that stand to benefit from 

declining interest rates, such as smaller companies, banks and real estate have all experienced 

rallies while the big tech companies have stumbled, paving the way for the equity rotation we 

are now witnessing. 

In addition to lower inflation benefiting sectors outside the Magnificent Seven, some negative 

news regarding Al has also adversely impacted stock prices of certain technology companies. 

Republican presidential nominee Donald Trump fuelled the latest technology sell-off in mid-

July after stating that Taiwan should pay the US for its defence, which sent the benchmark 

Philadelphia Semiconductor index down as much as 28%5 from its peak, before recovering in 

recent sessions. Taiwan, home to many chipmakers, plays a crucial role in the global chip supply 

chain, with these companies supplying advanced processors that power everything from Al 

applications to jets. 

At the start of this year, tech companies were optimistic, telling the market that Al would 

substantially boost sales and earnings for the foreseeable future. However, more recently, we 

have seen a marked change in messaging from these very same tech businesses - they are now 

suggesting that the Al pay-off will take longer than initially expected. Additionally, companies 

like Intel and Microsoft have announced significant job cuts, further questioning the short-term 

'hype' around Al related companies. 

Recent weeks have reaffirmed our view that diversification is the best way to preserve and 

grow investor capital. Whilst US companies and technology will undoubtedly continue to drive 

equities for the foreseeable future, we remain focused on investing in a diverse range of quality 

companies. We believe this is essential for all long-term investors, as Al will benefit a growing 

number of companies. Although the dominance of some mega tech companies may be starting 

to diminish, few expect the tech rally to fade completely. It is more likely that other companies 

will catch up as borrowing costs decrease, ultimately bolstering the economy. 
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This communication is provided for information purposes only The information 

presented herein provides a general update on market conditions and is not intended 

and should not be construed as an offer, invitation, solicitation or recommendation to 

buy or sell any specific investment or participate in any investment (or other) strategy. 

The subject of the communication is not a regulated investment. Past performance is 

not an indication of future performance and the value of investments and the income 

derived from them may fluctuate and you may not receive back the amount you 

originally invest. Although this document has been prepared on the basis of information 

we believe to be reliable, LGT Wealth Management UK LLP gives no representation or 

warranty in relation to the accuracy or completeness of the information presented 

herein. The information presented herein does not provide sufficient information on 

which to make an informed investment decision. No liability is accepted whatsoever by 

LGT Wealth Management UK LLP, employees and associated companies for any direct 

or consequential loss arising from this document. 

LGT Wealth Management UK LLP is authorised and regulated by the Financial Conduct 

Authority in the United Kingdom. 
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Investors should be aware that past performance is not an indication of future performance, the 

value of investments and the income derived from them may fluctuate and you may not receive 

back the amount you originally invested. 
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