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Narrow Pillars: AI Boom or Bubble?   
 
Major U.S. stock benchmarks finished last week higher, more than recovering the 
prior week's losses. The S&P 500 Index, NASDAQ Composite, and Dow Jones 
Industrials Average all hit record highs, despite a U.S. government shutdown, 
which now delays key economic data important to monitoring labor trends.  
 
This week, economic data was already expected to be light, and that was before a 
government shutdown put scheduled releases on trade and weekly jobless claims 
on ice until Congress passes a continuing resolution. 
 
Last week in review: 
 

• The S&P 500 Index and the NASDAQ Composite each rose by more than 
+1.0%. The S&P 500 has recorded 31 new all-time highs thus far in 2025. 

• The Russell 2000 Index led major averages higher for the week, gaining 
+1.7%, while the Dow gained roughly +1.0%. 

• U.S. Treasury yields dipped lower, Gold posted another record high, and 
West Texas Intermediate (WTI) crude dropped 8.5% amid expectations for 
further OPEC+ production hikes. The U.S. Dollar Index ended slightly lower. 

• Stocks looked past the U.S. government shutdown last week after funding 
lapsed on October 1. Equity market performance has historically been 
unfazed by prior shutdowns. However, an extended shutdown that continues 
to delay critical economic data on jobs and inflation could lead to increased 
equity volatility in the near term. 

• In the data investors received last week, the economic picture appeared 
mixed. September ADP private payrolls fell to their weakest level since 
March 2023 (reinforcing softening labor trends), and August job openings 
surprised to the upside. September ISM Manufacturing came in broadly in 
line with expectations, accompanied by stronger employment, while ISM 
Services missed expectations, with employment contracting last month.             

       
Narrow pillars: AI boom or bubble?    
 
Ahead of the third quarter earnings season and major U.S. stock averages 
continuing to make new highs, investors' attention has shifted back to somewhat 
familiar questions they've grappled with over recent quarters: What inning is the 
artificial intelligence (AI) boom in? And by extension, is AI and the stocks driving 
the advanced technology currently in a bubble?  
 
Simply, we're not smart enough to answer those questions directly, and we're 
somewhat skeptical of market pundits who combine hard data and fast opinion to 
generate direct answers and sensational headlines. What we will say is that a 
correction across Technology and the AI-driven names driving broader markets 
higher this year will occur at some point, likely when AI leaders begin to see softer 
stock trends. This, in turn, could lead to increased concerns about current capital 
expenditure (capex) spending, which could then fuel increased selling pressure 
should profit results no longer match expectations. It's important to remember that 
stocks and investment themes don't run higher in perpetuity, and the current AI 
revolution that's propelling U.S. stock benchmarks higher today is unlikely to be 
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any different. All cycles eventually end, which are generally only 
visible in hindsight. What investors should be asking today is 
whether bumps in the AI road still lead to longer-term gains for 
the industry and stocks as a whole, and if the ultimate end to the 
theme comes gradually or violently. If history is any guide, the 
internet boom of the 1990s suggests there is more road to run in 
today's AI boom.    
 
Gartner forecasts that $1.5 trillion will be spent on AI worldwide 
this year across various areas, including infrastructure, 
application software, services, and semiconductors. That 
investment is expected to reach over $2 trillion in 2026. At some 
point, investors will demand a return on investment for the 
massive AI capex being poured into hardware, models, services, 
and the like, from the companies currently footing the bill. Some 
believe the returns from AI tomorrow may not merit the 
magnitude of investments made today. While that view is 
debatable, it's not without merit. Similar to the telecom and 

related companies of the 1990s that invested heavily in laying massive amounts of fiber optic cable into the ground, which 
went unused for years following the dot-com bust, not all companies survived the downturn or reaped the spoils of their 
investments.  
 
That said, we're comfortable stating that the fiber optic example is not entirely analogous to today's AI infrastructure 
buildout. Most major hyperscalers in the space have healthy, very profitable businesses "outside" of AI and fund their 
capex investments mostly through free cash flow. Yet, free cash flow levels have been declining across Big Tech over 
several quarters, as investment in AI has increased, leaving less cash for rainy-day funds, share buybacks, dividends, and 
other shareholder-friendly endeavors that don't have such aggressive up-front costs. Bottom line: It's possible that 
some level of investment in the AI buildout today may not yield the degree of return investors hope for, and 
valuations among some of the leaders would likely need to be adjusted downward. However, given the size and 
scale of companies and industries that have yet to tap into AI in a meaningful way, we are less concerned that we are on 
the cusp of a dot-com bubble just yet. 
 
Taking it up a level or two, the top 10% of U.S. households saw their wealth increase by $5 trillion in the second quarter, 
according to the Federal Reserve. Furthermore, the top 10% of U.S. households held $113 trillion in assets at the end of 
the second quarter, representing a nearly +60% increase since the start of 2020. For the bottom 50% of U.S. households, 
wealth grew by $150 billion in the second quarter to $4 trillion, up from $2 trillion at the start of 2020.  
 
Not a surprise, wealth in the U.S. is highly concentrated at the top, and the gap appears to be widening. And while the 
bottom 50% of U.S. households have seen their fortunes improve over the last five years, the top 10% own roughly 87% 
of all corporate equities and mutual fund shares in the U.S. Thus, the top 10% by wealth distribution have 
disproportionately benefited from the S&P 500 Index's nearly +127% cumulative total return since the beginning of 2020. 
Bottom line: Consumer wealth has grown significantly for the top 10% of U.S. households over recent years, 
which partly explains why they account for roughly half of all consumer spending at present. When consumers 
feel wealthy, they tend to spend more freely, which, in turn, benefits the economy.              
                  
So, what does that little missive on wealth have to do with AI and whether it's in a bubble or not? Well, wealth in this 
country is concentrated at the top of the brackets (nothing new there). This group is also responsible for a significant 
share of consumer spending in the U.S., which plays a pretty large role in driving GDP growth. Strong gains in the stock 
market have fueled their increasing wealth and willingness to spend. Those strong stock gains, particularly over the last 
few years, have been propelled higher by Technology and Tech-related stocks. And those tech stocks have been driven 
higher by a small group of AI and AI-related companies that have run higher on the promise that artificial intelligence will 
deliver outsized profits in the future, revolutionize computing in the 21st century, and make the trillions of dollars spent 
today to build the infrastructure worth the investment and lofty valuations.  
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NASDAQ Composite Performance During AI Boom vs. 
Internet Boom

Days after Netscape was launched on 12/19/1994

Days after ChatGPT was launched on 11/30/2022

Sources: FactSet, American Enterprise Investment Services Inc.  Data as of 10/3/2025

Trading Days

This example is shown for illustrative purposes only and is not 
guaranteed. It is not possible to invest directly in an index. 
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To put it more simply, financial markets may be standing on narrow pillars at the moment, which could create knock-on 
effects for the U.S. economy should a small group of consumers become less willing to spend if their stocks, particularly 
those in Tech and AI, experience a correction, making them feel less wealthy. 
 
Over the coming weeks, investors will receive earnings updates and outlooks from Tech and AI-related companies that 
will help inform the trajectory of current capex strategies and monetization efforts, which will likely play key roles in how 
their stocks react post-earnings reports and through year-end. In our view, the AI theme remains durable, companies in 
the space are likely to report strong Q3 results, and guidance should be positive. Nevertheless, stocks react to how much 
better or worse results and outlooks come in versus expectations, and AI expectations are currently quite high, in our 
view. As such, Tech has a high hurdle rate to clear this earnings season. Should companies in this area exceed 
expectations, broader stock averages could see a smoother trajectory into year-end. However, if the concerns described 
above become more prevalent, stocks may stumble slightly through the finish line.       
 
Our guidance: A correction across technology, which would likely pull-down broader averages such as the S&P 500, is 
likely to come at some point, but that's not a reason to avoid Technology, underweight AI leaders today, or reduce broader 
stock exposure. Recall that, before the dot-com bust, the NASDAQ Composite experienced several periods of correction 
as it moved higher over multiple years. Following April's reset, we're less concerned about a near-term violent downturn in 
the AI theme. Instead, we view a potential correction (possibly a 10% decline) as a healthy adjustment and an opportunity 
to realign expectations with reality. However, the risk of a more volatile downturn increases the longer and higher the AI 
theme persists without a correction, particularly if expectations continue to stretch higher. Currently, investors may be best 
served by understanding their overall exposure to Technology and AI-related companies across their portfolio, right-sizing 
allocations based on risk tolerance, and taking a longer-term view of opportunities and threats in the sector.  
 
We'll finish on this. A market that stands on narrow pillars doesn't necessarily imply an immediate problem. That said, the 
dynamic does suggest that investors probably have a tighter space to maneuver their portfolios within today, considering 
the narrow leadership across stocks at the moment. In our view, this suggests that broader diversification strategies and 
high-quality investments merit serious consideration, particularly while stocks sit at all-time highs.                           
 
The week ahead: 
 

• The House is not scheduled to be in session this week. Hence, the Senate will need to pass a clean continuing 
resolution to fund and reopen the government, which seems unlikely at the start of the week, given the 
entrenched positions from both sides of the aisle.   

• Notably, the Congressional Budget Office estimates roughly 750,000 federal government workers will be 
furloughed during the shutdown. However, these workers will be counted as employed in the establishment 
survey, will not receive pay while the government is shut down, and will only receive back pay when they return. If 
the shutdown extends through October 12-18, the Bureau of Labor Statistics' reference week, furloughed workers 
would be counted as unemployed in the household survey, which could lead to an increase in the unemployment 
rate for October. Of greater concern for the economy would be if the White House were to permanently lay off 
some furloughed workers. 

• The September FOMC meeting minutes, a host of Fed speeches, the Fed's consumer credit report, and a 
preliminary look at the October University of Michigan consumer sentiment survey are scheduled for release this 
week, despite the ongoing government shutdown.  

• The third quarter earnings season will kick off quietly this week, with Constellation Brands, PepsiCo, and Delta Air 
Lines scheduled to report their results before the big banks start to make more noise on the earnings front next 
week.  
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These figures are shown for illustrative purposes only and are not guaranteed. They do not reflect taxes or investment/product fees or 
expenses, which would reduce the figures shown here. An index is a statistical composite that is not managed. It is not possible to 
invest directly in an index. Past performance is not a guarantee of future results. 

 
Important Disclosures 
Sources: FactSet and Bloomberg. FactSet and Bloomberg are independent investment research companies that compile and provide 
financial data and analytics to firms and investment professionals such as Ameriprise Financial and its analysts. They are not affiliated 
with Ameriprise Financial, Inc. 
 
The views expressed are as of the date given, may change as market or other conditions change, and may differ from views expressed 
by other Ameriprise Financial associates or affiliates. Actual investments or investment decisions made by Ameriprise Financial and its 
affiliates, whether for its own account or on behalf of clients, will not necessarily reflect the views expressed. This information is not 
intended to provide investment advice and does not account for individual investor circumstances.  
 
Some of the opinions, conclusions and forward-looking statements are based on an analysis of information compiled from third-party 
sources. This information has been obtained from sources believed to be reliable, but accuracy and completeness cannot be 
guaranteed by Ameriprise Financial. It is given for informational purposes only and is not a solicitation to buy or sell the securities 
mentioned. The information is not intended to be used as the sole basis for investment decisions, nor should it be construed as advice 
designed to meet the specific needs of an individual investor. 
 
Diversification does not assure a profit or protect against loss. 
 
There are risks associated with fixed-income investments, including credit (issuer default) risk, interest rate risk, and prepayment and 
extension risk. In general, bond prices rise when interest rates fall and vice versa. This effect is usually more pronounced for longer 
term securities. 
 
International investing involves certain risks and volatility due to potential political, economic, social, or currency instabilities and 
different financial and accounting standards. These risks are enhanced for emerging markets. 
 
Stock investments involve risk, including loss of principal. High-quality stocks may be appropriate for some investment strategies. 
Ensure that your investment objectives, time horizon and risk tolerance are aligned with investing in stocks, as they can lose value. 
 
The products of technology companies may be subject to severe competition and rapid obsolescence, and their stocks may be subject 
to greater price fluctuations. 
 
Past performance is not a guarantee of future results. 
 
An index is a statistical composite that is not managed. It is not possible to invest directly in an index. 
 

Weekly MTD YTD Current
5-Year 

Median
Current

5-Year 

Median

S&P 500 Index: 6,716 1.1% 0.4% 15.3% 28.8 25.6 1.1 1.4

Dow Jones Industrial Average: 46,758 1.1% 0.8% 11.3% 24.5 22.3 1.5 1.8

Russell 2000 Index: 6,154 1.8% 1.6% 12.2% 66.4 44.7 1.2 1.3

NASDAQ Composite: 22,781 1.3% 0.5% 18.6% 41.1 38.4 0.6 0.7

Best Performing Sector (weekly): Health Care 6.9% 4.0% 6.7% 22.8 23.0 1.7 1.6

Worst Performing Sector (weekly): Energy -3.3% -0.4% 6.6% 17.1 12.0 3.2 3.6

Source: Factset. Data as of 10/03/2025

Weekly MTD YTD 

Bloomberg U.S. Universal 0.4% 0.2% 6.6%

West Texas Intermediate (WTI) Oil: $60.85 -8.5% -2.4% -16.0%

Spot Gold: $3,866.46 2.8% 0.2% 47.3%

U.S. Dollar Index: 97.72 -0.4% -0.1% -9.9%

Weekly MTD YTD 

2-year U.S. Treasury Yield: 3.58% -4 bps chg -4 bps chg -67 bps chg

10-year U.S. Treasury Yield: 4.12% -6 bps chg -2 bps chg -46 bps chg

Source: Factset. Data as of 10/03/2025. bps = basis points Source: S&P Global, Factset. Data as of 10/03/2025

Benchmark
Total Returns
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Stock Market Recap
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Definitions of individual indices and sectors mentioned in this article are available on our website at ameriprise.com/legal/disclosures in 
the Additional Ameriprise research disclosures section.  
 
The S&P 500 Index is a basket of 500 stocks that are considered to be widely held. The S&P 500 index is weighted by market value 
(shares outstanding times share price), and its performance is thought to be representative of the stock market as a whole. The S&P 
500 index was created in 1957 although it has been extrapolated backwards to several decades earlier for performance comparison 
purposes. This index provides a broad snapshot of the overall US equity market. Over 70% of all US equity value is tracked by the S&P 
500. Inclusion in the index is determined by Standard & Poor’s and is based upon their market size, liquidity, and sector. 
 
The NASDAQ Composite index measures all NASDAQ domestic and international based common type stocks listed on the Nasdaq 
Stock Market. 
 
The Dow Jones Industrial Average (DJIA) is an index containing stocks of 30 Large-Cap corporations in the United States. The index 
is owned and maintained by Dow Jones & Company. 
 
The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. The Russell 2000 is 
constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to ensure larger 
stocks do not distort the performance and characteristics of the true small-cap opportunity set. The Russell 2000 includes the largest 
2000 securities in the Russell 3000.  
 
The S&P 500 Information Technology Index comprises those companies included in the S&P 500 that are classified as members of 
the Global Industry Classification Standard (GICS) information technology sector. 
 
The US Dollar Index (USDX) indicates the general international value of the USD. The USDX does this by averaging the exchange 
rates between the USD and major world currencies. This is computed by using rates supplied by approximately 500 banks. 
 
West Texas Intermediate (WTI) is a grade of crude oil commonly used as a benchmark for oil prices. WTI is a light grade with low 
density and sulfur content. 
 
The ISM Services PMI (formerly the Non-Manufacturing NMI) is compiled and issued by the Institute of Supply Management (ISM) 
based on survey data. The ISM services report contains the economic activity of more than 15 industries, measuring employment, 
prices, and inventory levels; above 50 indicating growth, while below 50 indicating contraction. 
 
The Institute for Supply Management (ISM) manufacturing index is a national manufacturing index based on a survey of purchasing 
executives at roughly 300 industrial companies. It is an index of the prevailing direction of economic trends in the manufacturing and 
service sectors. 

The ADP National Employment Report is a monthly report of economic data that tracks the level of nonfarm private employment in 
the U.S. Automatic Data Processing Inc., the company that issues the report, handles payroll for about one-fifth of all privately-

employed individuals in the U.S. 

University of Michigan Consumer Sentiment Survey is a rotating panel survey based on a nationally representative sample of 
households in the U.S. that measures how consumers feel about the economy, personal finances, business conditions, and buying 
conditions. 
 
Third party companies mentioned are not affiliated with Ameriprise Financial, Inc. 
 
Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or 
guaranteed by any financial institution, and involve investment risks including possible loss of principal and fluctuation in 
value. 
 
Securities offered by Ameriprise Financial Services, LLC. Member FINRA and SIPC. 
 
© 2025 Ameriprise Financial, Inc. All rights reserved.   

https://www.investopedia.com/terms/i/institute-for-supply-management.asp
https://www.investopedia.com/terms/n/nonfarmpayroll.asp

