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What this chart shows

This week’s chart compares the weightings of the ‘Magnificent 7’ stocks and the G7 ex US countries 
in the MSCI World Index. The Magnificent 7 has surged in recent years, reaching regular new 
highs. Nvidia has recently been crowned the first $5 trillion company (larger than Japan’s entire 
GDP), having only crossed the $1trillion mark in June 2023. The graph reflects the resulting stark 
increase in concentration risk of the Magnificent 7 and its domination of world stock markets. 
Concerns are rising: is this an AI bubble, or is the hype warranted?

Why this is important

History suggests that the good times don’t always last. Investors should be cautious of record highs 
and endless growth. Concentration risk has heightened in the MSCI World index, even more so in 
the S&P 500, meaning additional sources of diversification are increasingly warranted.

Since the April lows after ‘Liberation Day’, the Magnificent 7 returned 62% in seven months – further 
cementing their leadership status. Strong earnings reports and a $500 billion order for Nvidia 
chips, have bolstered markets and beaten even the more bullish analyst estimates. Recent Fed rate 
cuts only push them further, and the hype surrounding AI is unwavering. Microsoft Copilot, Google 
Gemini and Meta AI are used widely, driving enterprise adoption while Amazon has integrated 
generative AI into its cloud-based web services. Tangible AI revenue streams have reduced some 
scepticism, but many are unsure that AI will deliver the global shift that is promised.

Stretched valuations are a major cause for concern with the Magnificent 7. With most trailing price 
to earnings multiples hovering around 30-40x (with Tesla reaching almost 290x), very high levels of 
growth are already being discounted, leaving little room for disappointment. Meanwhile, US GDP 
growth is slowing, the labour market is softening, the consumer is weakening, and delinquency 
rates are rising. Many strategists believe we’re late in the business cycle, and the economy could 
slow materially from here. Nvidia’s massive revenues hinge on their competitive dominance, which 
is unlikely to continue indefinitely, providing reason for caution.

At MGIM, we believe that times like this ‘FOMO’ risk - fear of missing out – is an increasingly 
important factor to consider in the short term and sizing exposure and blending styles is of absolute 
importance. The phenomenal returns generated by cap-weighted indices are largely reliant on 
the continued success of the Magnificent 7, and by proxy, the success of AI. True diversification has 
rarely looked so important.

Source: Momentum Global Investment Management, MSCI World Index data to 31 October 2025.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
研富投資服務有限公司
9th Floor, Centre Mark II
305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest 
Investment Services Limited and/or 
Belvest related companies (collectively, 
and individually Belvest) solely to its 
clients, qualified prospective clients or 
institutional and professional investors. 
Unless stated otherwise, any opinions or 
views expressed in this communication do 
not represent those of Belvest. Opinions or 
views of any Belvest company expressed 
in this communication may differ from 
those of other departments or companies 
within Belvest, including any opinions or 
views expressed in any research issued by 
Belvest. Belvest may deal as Distributor or 
Agent, or have interests, in any financial 
product referred to in this email. Belvest 
has policies designed to negate conflicts 
of interest. Unless otherwise stated, this 
e-mail is solely for information purposes.

This message may contain confidential 
information. Any use, dissemination, 
distribution or reproduction of this 
information outside the original recipients 
of this message is strictly prohibited. If 
you receive this message by mistake, 
please notify the sender by reply email 
immediately.

Unless specifically stated, neither the 
information nor any opinion contained 
herein constitutes as an advertisement, an 
invitation, a solicitation, a recommendation 
or advise to buy or sell any products, 
services, securities, futures, options, other 
financial instruments or provide any 
investment advice or service by Belvest.

No representation or warranty is given as 
to the accuracy, likelihood of achievement 
or reasonableness of any figures, forecasts, 
prospects or return (if any) contained in the 
message. Such figures, forecasts, prospects 
or returns are by their nature subject to 
significant uncertainties and contingencies. 
The assumptions and parameters used 
by Belvest are not the only ones that 
might reasonably have been selected 
and therefor Belvest does not guarantee 
the sequence, accuracy, completeness 
or timeliness of the information provided 
herein. None of Belvest, its group members 
or any of their employees or directors shall 
be held liable, in any way, for any claims, 
mistakes, errors or otherwise arising out 
of or in connection with the content of this 
e-mail.

This e-mail and any accompanying 
attachments are not encrypted and cannot 
be guaranteed to be secure, complete or 
error-free as electronic communications 
may be intercepted, corrupted, lost, 
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore 
does not accept any liability for any 
interception, corruption, loss, destruction, 
incompleteness, viruses, errors, omissions 
or delays in relation to this electronic 
communication. If verification is required 
please request a hard-copy version. 
Electronic communication carried within 
the Belvest system may be monitored.
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