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Over the last month, the market has quickly shifted its focus from the uncertainty surrounding the 
Iran War to the seemingly insatiable demand for semiconductors and Artificial Intelligence (AI) 
infrastructure. Since the April 8 ceasefire agreement, the S&P 500 has gained nearly 12%. Even that, 
however, pales in comparison to the almost 50% rise in the SOXX semiconductor exchange-traded 
fund over the same period. Recent earnings reports from the largest AI-focused technology 
companies, chipmakers, and infrastructure providers have reinforced the view that this surge in 
investment is unlikely to slow anytime soon. 

That does not mean geopolitical risks have disappeared. The Strait of Hormuz remains closed, fuel 
prices remain elevated, and energy inventories have become more limited in some regions. 
Consumers are feeling less confident as families adjust to higher fuel costs and ongoing uncertainty. 
So far, however, the strength of business investment has largely outweighed those concerns in the 
eyes of the market. Interest rate cuts in late 2025, along with the consumer tax relief provisions 
within the One Big Beautiful Bill Act, appear to be providing households enough support to navigate 
near-term financial pressure. At the same time, tax incentives for companies are encouraging more 
spending on research, technology, and the systems that support AI, helping keep business investment 
moving forward. 

Market leadership has also evolved beneath the surface. While market performance has once again 
become increasingly concentrated, the leadership profile looks different. Rather than the “Magnificent 
Seven,” the seven large technology stocks that drove most of the market gains in recent years, 
leadership has increasingly shifted toward chipmakers and companies that support AI technology. 

The S&P 500 is up more than 8% year-to-date, with the Magnificent Seven accounting for roughly 
34% of that advance, well below their previous contribution levels. By comparison, semiconductor 
companies and the firms that make chipmaking equipment have accounted for more than 64% of the 
S&P 500’s gains so far this year. In many ways, investors are now paying more attention to the 
companies building the technology, systems, and structures behind AI, rather than those selling AI-
based products and services. 

We continue to see AI technology, the shift toward more digital systems, and growing computing 
needs as lasting opportunities, even after a sharp rally in semiconductor stocks over a relatively short 
period. Across our strategies, we have selectively increased our investment in these areas when they 
align with our goals and our focus on paying reasonable prices. 

At the same time, not every part of the market is benefiting equally from the current investment 
boom. While semiconductor stocks have driven a significant share of market gains this year, other 
areas of the market continue struggling with high energy costs, slower consumer spending, and 
ongoing geopolitical uncertainty. In this type of environment, maintaining diversification and focusing 
on financially strong companies with reliable cash flows remains especially important. 
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Looking ahead, one of the key questions for markets will be whether the current surge in investment 
can continue to offset slower consumer spending and lingering geopolitical risks. For now, investors 
remain focused on the strength of AI infrastructure spending and business investment, while viewing 
the recent consumer anxiety as manageable rather than a sign of recession. 

Thanks, 
Preston May, CBE®  |  Macro & Policy Strategist 

Donaldson Capital Management, LLC is an investment advisory firm registered with the Securities and Exchange Commission (“SEC”) under the Investment Advisers Act of 1940. 
SEC registration does not constitute an endorsement of the firm by the SEC, nor does it indicate that the adviser or investment adviser representative has attained a particular level of 
skill or ability. The oral and written communications of an adviser provide you with information about which you determine to hire or retain an adviser. This is prepared for 
informational purposes only. It does not address specific investment objectives, or the financial situation and the particular needs of any person who may receive this report. An index 
is a portfolio of specific securities, the performance of which is often used as a benchmark in judging the relative performance to certain asset classes. Indexes are unmanaged 
portfolios and investors cannot invest directly in an index. An index does not charge management fees or brokerage expenses, and no such fees or expenses were deducted from the 
performance shown. Past performance is not a guarantee of future results. The mention of specific securities and sectors illustrates the application of our investment. approach only 
and is not to be considered a recommendation by Donaldson Capital Management, LLC. S&P 500: Standard & Poor’s (S&P) 500 Index. The S&P 500 Index is an unmanaged, 
capitalization-weighted index designed to measure the performance of the broad U.S. economy through changes in the aggregate market value of 500 stocks representing all major 
industries. 
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