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Magnificent SEVEN:
Concentration of Leadership and of Risk
Executive Summary

Magnificent 7 is an informal term used to describe a group of seven of the largest U.S. growth
companies: Apple, Microsoft, Nvidia, Amazon, Alphabet, Meta, and Tesla. In practice, this is not
merely a popular market label, but a group of issuers whose influence on the performance of the U.S.
equity market has become systemic. According to Fidelity, by the end of 2024 these companies
accounted for approximately one-third of the market capitalization of the S&P 500, and in 2025 they
generated more than 40% of the index’s return. Concentration remains exceptionally high in the
Nasdag-100 as well: according to Invesco, as of June 2, 2025, the Magnificent 7 represented 39.4% of
the QQQ structure, which tracks the Nasdag-100. In April 2026, Vanguard estimated their combined
share at approximately 30% of the entire U.S. equity market.

The core investment thesis surrounding this group is based on a combination of factors: dominance in
artificial intelligence, cloud infrastructure, digital advertising, enterprise software, and semiconductors,
high profitability, strong balance sheets, and the ability to finance multi-billion-dollar investment cycles
without compromising financial resilience. At the same time, this group is also the primary source of
concentration risk for the U.S. market today: the higher its weight in the indices, the more dependent the
overall performance of the S&P 500 and Nasdag-100 becomes on a limited number of stocks. The
Magnificent 7 reflects not merely the leadership of individual companies, but a structural shift in market
focus toward Al, cloud computing, and digital infrastructure.
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The Market Significance of the Magnificent 7

The Magnificent 7 should be viewed as the core of modern U.S. equity market leadership. While in
previous decades the market relied on informal categories such as Nifty Fifty or FAANG, since 2023
the Magnificent 7 has become the primary symbol of the concentration of growth, capital, and investor
attention within the large-cap equities segment. According to Nasdaq, in 2024 the Magnificent Seven
Index rose by 67.3%, while its two-year return reached 246.4%, significantly outperforming the broader
market. This confirms that the gains of recent years were driven not by a broad-based improvement
across the market, but first and foremost by the acceleration of a limited group of the largest technology

companies.

MAGNIFICENT 7 IN US 500

® Apple 4.0%

® Microsoft 3.6%
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REPRESENTATION OF THE MAGNIFICENT 7 IN US INDICES
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MAGNIFICENT 7 IN US TECH 100

e Apple 119%

e Microsoft 10.6%
Amazon 8.6%

e Alphabet 8.5%
Meta 6.1%

e Nvidia 99%

o Tesla 4.3%
Other stocks 40.2%

Total market capitalisation in February 2025*
$55,110,799,190,000 (55.11 trillion)

$28,910,000,000,000 (2891 trillion)

Total market capitalisation in February 2025*
$3,430,450,000,000 (3.43 trillion)
$3,056,250,000,000 (3.06 trillion)
$2,858,380,000,000 (2.86 trillion)
$2,497,680,000,000 (2.50 trillion)
$2,464,450,000,000 (2.46 trillion)
$1,761,240,000,000 (1.76 trillion)

$1,234,710,000,000 (1.23 trillion)

“Approximate, based on data from Business Insider and Tipranks.
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Nifty Fifty (1960s-1970s)

The “Nifty Fifty” was a group of 50 large-cap, blue-chip stocks on the New York Stock Exchange that were
considered so reliable that investors believed they could be bought at any price and held indefinitely.
o Examples of companies: IBM, Coca-Cola, Walt Disney, McDonald’s, Xerox, Kodak, Polaroid.
e  Characteristics: Investors believed in their endless growth, which led to extremely high P/E (price-to-
earnings) multiples — on average around 42, while the broader S&P 500 market traded at around 19.
e Qutcome: During the 1973—1974 bear market, these stocks declined more sharply than the broader
market because their valuations were excessively inflated relative to actual earnings. The main lesson
from the Nifty Fifty episode is that even great companies can become poor investments if they are
bought at too high a price. Many analysts use this example as a warning against excessive enthusiasm
around the current market leaders.

FAANG (2010s—present)

An acronym referring to five of the largest U.S. technology giants that dominated the market over the past decades.
o  Constituents: Facebook (now Meta), Amazon, Apple, Netflix, Google (Alphabet).
o Characteristics: These companies became key drivers of S&P 500 growth. As with the Nifty Fifty, investors
often bought them while overlooking high valuations because of their dominant position in the economy.

At the same time, it is important to understand that the Magnificent 7 is neither a formal index nor a
sector in the strict sense. It is a market construct reflecting the scale, market capitalization, growth rate,
and index influence of the companies involved. This group became the logical continuation of
FAANG, but with a broader emphasis: in addition to platforms and digital advertising, it now includes
Al hardware, cloud computing, and enterprise software. For this reason, the Magnificent 7 reflects the
current phase of the technology cycle better than previous market labels.

What Is Driving the Group’s Growth

The main driver behind the growth of the Magnificent 7 is the broad re-rating of the role of artificial
intelligence in the future earnings structure of the largest U.S. corporations. Nvidia became the core
infrastructure beneficiary of the Al cycle through accelerators and data-center solutions. Microsoft,
Amazon, Alphabet, and Meta are increasing investments in computing capacity, models, platform
services, and enterprise Al products. As a result, the market began to value these companies not simply
as the latest winners of the technology sector, but as future recipients of a significant share of the margin
generated by the new investment cycle. This is also consistent with the logic of your text, where Al,
cloud technologies, and semiconductors are identified as the central drivers of the group’s growth.

An additional factor supporting the resilience of the investment case is that the Magnificent 7 does not
represent a fully homogeneous cluster. Vanguard emphasizes that these companies are often perceived
as a single block, even though their business models differ substantially; success in the equity market
does not imply identical commercial structures. This is an important point for investment analysis:
Apple, Amazon, Microsoft, Alphabet, Meta, Nvidia, and Tesla are united by scale and market influence,
but not by the same risk profile. Accordingly, while the market may continue to use a common label, the
fundamental assessment of each stock must still remain individual.

Positive Elements of the Investment Case

The first strength of the group is structural leadership. The Magnificent 7 companies hold leading
positions in the key segments of the digital economy: search, advertising, cloud computing, enterprise
software, chips, consumer electronics, and electric vehicles. This gives them scale, pricing power, and
the ability to convert technological change into revenue and cash flow before others. The second strength
is balance sheet quality and access to capital. These companies are able to sustain enormous spending
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on R&D, data centers, Al chips, logistics, and ecosystems without an immediate deterioration in
financial resilience. The third is influence on indices and capital flows: high index weights
automatically support demand from passive and benchmark-oriented investors, especially amid
continued inflows into large U.S. ETFs.

For investors, this means that the Magnificent 7 retains the characteristics of a quality group, not merely
a hype-driven group. It is precisely the combination of quality growth and cash flow strength that
explains why these stocks remain at the center of investor attention even after several years of substantial
appreciation. Unlike many historical episodes of bubble-like demand, this is not only a narrative — it is
also a group of real businesses with enormous revenues. Vanguard indicated that the combined revenue
of this group reached $2.2 trillion in 2025, confirming their scale as a corporate class rather than merely
a market theme.

Key Risks

The main risk is concentration risk. The larger the Magnificent 7°s weight in the major indices, the
greater the systemic dependence of the entire market on a limited number of companies. Invesco
explicitly notes that concentration “works both ways”: the same stocks that pull the index higher can
also amplify its decline during a correction. This is especially important for investors who consider
themselves diversified through the S&P 500 or Nasdaq-100, but in reality obtain significant exposure to
the same small set of companies.

The second risk is valuation risk. The strong rise in these stocks over the past two years has made the
market much more sensitive to any deviation between actual results and the optimism already embedded
in prices. Even outstanding business quality does not protect against multiple compression if earnings
growth begins to slow or if Al monetization proceeds more slowly than expected. The history of the
Nifty Fifty is relevant here not as a direct forecast, but as a useful reminder: even great companies can
become overvalued.

The third risk is regulatory risk. The greater the market power of the largest platforms, the more active
antitrust pressure becomes. One of the most visible examples is the U.S. Department of Justice lawsuit
against Apple, filed on March 21, 2024. The DOJ explicitly stated that Apple is accused of monopolizing
or attempting to monopolize the smartphone market in violation of Section 2 of the Sherman Act. Even
if such cases take a long time to resolve, they increase regulatory uncertainty and may limit the
monetization of ecosystems, commissions, and closed service models.

The fourth risk is macroeconomic risk. Growth companies are particularly sensitive to the cost of
capital. If interest rates remain high for longer than expected, future cash flows are discounted more
heavily, and premium valuations become less sustainable. On the other hand, the technology cycle is
also receiving institutional support. For example, the CHIPS and Science Act provides $52.7 billion
over five years for semiconductor-related programs and initiatives, of which $39 billion is allocated to
manufacturing incentives. This reduces part of the sector-specific risk, but does not eliminate the
dependence of valuations on the monetary environment.

Investment Conclusion

From an investment standpoint, the Magnificent 7 should be viewed not as a single asset, but as a
concentrated core of the U.S. market, where the best elements of quality and the most visible elements
of systemic risk are simultaneously concentrated. The group’s strength lies in its ability to combine scale,
innovation, high profitability, and actual leadership across the key segments of the digital economy. Its
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weakness lies in the fact that such a high weight in the indices and such elevated expectations leave these
stocks vulnerable to any slowdown in growth, any re-rating of the Al cycle, any regulatory restrictions,
or any deterioration in market risk sentiment.

Final analytical assessment: the Magnificent 7 remains the principal center of strength in the U.S.
equity market, but at the same time it is becoming its principal source of concentration risk. As long as
investment in Al, cloud infrastructure, and digital platforms continues at a high pace, this group is likely
to remain a market locomotive. However, for investors, it is becoming increasingly less reasonable to
view the “Magnificent Seven” as an unambiguously homogeneous growth story. At the current stage, a
more selective approach is more appropriate: each company should be analyzed individually, while the
group itself should be used primarily as an indicator of the state of technological leadership, market
concentration, and the durability of risk appetite in the United States.

DISCLAIMER

This analytical review (the “Review”) has been prepared by Rioni Capital LLC solely for informational purposes. The Review does not constitute and must not be construed
as an individual investment recommendation, investment advice, offer, solicitation, invitation to make an offer, recommendation to buy, sell, subscribe for, exchange, redeem
or hold any financial instrument, enter into any transaction, or implement any investment strategy.

The Review has been prepared on the basis of information obtained from public sources which Rioni Capital LLC considers reliable as of the date of preparation of the
material. At the same time, Rioni Capital LLC makes no representation or warranty, express or implied, as to the accuracy, completeness, timeliness or reliability of the
information contained in the Review. Any estimates, opinions, assumptions and conclusions contained in the Review reflect the authors’ judgment as of the date of publication
and may be changed without prior notice.

The information contained in the Review does not take into account the investment objectives, financial situation, level of knowledge, experience, risk tolerance, investment
horizon, or any other individual characteristics of any particular person. The financial instruments, transactions, services or strategies referred to in the Review may not be
suitable for your investment profile, expectations or objectives. The determination of whether any financial instrument, transaction or strategy is suitable for you must be
made by the investor independently or with the involvement of independent professional advisers.

Rioni Capital LLC does not guarantee the achievement of any return, financial result or investment objective. The value of financial instruments and other assets may rise or
fall, and an investor may lose part or all of the invested funds. Past investment performance is not indicative of and does not guarantee future results. The state does not
guarantee the return on investments. Any commissions, fees, taxes and other charges reduce the overall return on investments.

The Review must not be used as the sole source of information for making any investment, financial, legal, tax, accounting or other decision. Before entering into any
transaction, an investor should independently assess all risks and, where necessary, obtain independent legal, tax, financial and other professional advice.

Rioni Capital LLC, its members, officers, employees, representatives and affiliates shall not be liable for any direct or indirect losses, damages, lost profits, expenses or other
consequences arising in connection with the use of the Review, the information contained therein, or investment decisions made on the basis of the Review.

Unless expressly stated otherwise in the text of the Review, Rioni Capital LLC undertakes no obligation to update, supplement, revise or otherwise bring the Review up to
date after the date of its publication, including in the event of new information, changes in market conditions or subsequent events.

The information contained in the Review is protected by copyright and is subject to the laws of Georgia. All rights to the Review belong to Rioni Capital LLC. Full or partial
reproduction, distribution, publication, transfer to third parties, adaptation, public quotation in substantial volume, or any other use of the materials of the Review is permitted
only with the prior written consent of Rioni Capital LLC, except as expressly permitted by applicable law. In any permitted citation, reference to Rioni Capital LLC as the
copyright holder and source of the material is mandatory.

© Rioni Capital LLC. All rights reserved.
Tbilisi, Georgia, 2026
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