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Ten companies now account for 37.6% of the S&P 500's total weight, reaching the highest level of 
concentration the index has seen in decades on the back of meteoric returns from a handful of tech 
companies at the heart of the AI revolution.

By one measure of concentration, the Herfindahl -Hirschman Index, which sums the squares of each 
constituent's weight, the S&P 500 is now more concentrated than at any point since at least 1994, 
including the peak of the dotcom bubble. For advisers recommending a global tracker because it has 
historically been a straightforward and diversified core equity holding, that is worth thinking more about.

Diversified on paper, concentrated in practice

Daniela Hamoui , global head of the quant product specialist team at HSBC Asset Management, said the 
distinction between how an index looks and how it actually behaves  is one advisers need to draw clearly 
for clients.

"We talk about theoretical diversification versus meaningful diversification," she said. "Market cap -weighted 
indices are diversified by nature, from a theoretical perspective. But when just a handful of stocks are 
driving the returns, there are hidden risks in those market cap indices."

Those risks are not hypothetical. Hamoui  pointed out that anyone holding a broad tracker over the last 
three years has, in effect, been making a large, concentrated bet on a small number of mega -cap names 
performing well, whether they intended to or not.

"Whoever was exposed to trackers for the last three years did quite well, because that was what worked," 
she said. "But if markets do de -concentrate, market cap indices may be more vulnerable than they appear.”

Will the market broaden out?

How long today's concentration persists is impossible to call with certainty it’s clear where the balance of 
evidence points.

"What we've observed historically is that index concentration doesn't persist forever. If you believe that the 
index is going to continue to concentrate, you may be assuming that a small set of companies – largely 
within one sector – will have an increasingly outsized influence on the economy and on the products and 
services people rely on,” she said.

Even investors convinced that artificial intelligence will  remain the dominant theme in markets, she argued, 
should be cautious about assuming the same small group of companies will keep leading the market 
indefinitely.

"We know that there are AI enablers outside of the tech sector that are starting to come out. That's part of 
the broadening -out story," she said.

There is also, she added, a valuation question hanging over the largest AI -related names: whether today’s 
spending will generate enough future revenue and cash flow to justify their valuations.

"I think the conclusion is that this may not be sustainable. There will be broadening out and there will be 
other winners as well, even if AI is here to stay."

Source : HSBC  Asset  Management,  data  as  at July  2026 .

The  value  of  investments  and  any  income  from  them  can  go  down  as  well  as  up  and  investors  may  not  get  back  the  amount  
originally  invested . 
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While you have 
more resilient 
portfolios in a 
broadening -out 
event, we've built 
for concentrated 
markets as well

A different proposition to stock -picking

For advisers weighing up how to position against this, Hamoui  argued that 
HSBC Asset Management’s Active Quant approach sits apart from both a 
passive tracker and a traditional, discretionary active fund.

"The main thing is diversification and risk control," she said. "The systematic 
approach, if properly constructed, is more diversified and you can harvest 
alpha outside of the Magnificent Seven, for example. You'll probably hold 
the Magnificent Seven too, not necessarily at an overweight, but you will 
hold them, and you have better risk control."

That distinction matters. HSBC Asset Management’s Active Quant strategy 
is not built to avoid the largest names in the market, which would introduce 
its own risks if they continued to perform well. Instead, it is built to hold 
them in proportion, alongside a much broader base of stocks spread across 
sectors and countries, rather than allowing a handful of names to dominate 
the outcome.

"When we think about portfolio construction, we're ensuring that we're taking measured risk across the 
overall allocation," Hamoui  said. "We're diversified across stocks, sectors and geographies and apply these 
principles consistently at the portfolio level.”

What next?

Nobody can say with confidence when today's concentration will unwind. What advisers can control is how 
exposed a client's core equity holding is to that uncertainty in the meantime.

As Hamoui  put it, a portfolio built with this in mind – like the HSBC Active Quant strategy – is designed to 
hold up regardless of how the concentration story plays out.

"You're kind of following the index, but you're able to take different exposures that can outperform 
regardless," she said. "So while you have more resilient portfolios in a broadening -out event, we've built for 
concentrated markets as well."

 

Source : HSBC  Asset  Management,  data  as  at July  2026 .

The value of investments and any income from them can go down as well as up and investors may not get back the amount 
originally invested.  Characteristics are for illustrative purposes only, as at the date indicated, and subject to change without prior notice. 
Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC Asset Management acc epts 
no liability for any failure to meet such forecast, projection or target. 
This product is based overseas and is not subject to UK sustainable investment labelling and disclosure requirements.
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Important Information

For Professional Clients only and should not be distributed to or relied upon by 
Retail Clients. 

The material contained herein is for marketing purposes and is for your 
information only. This document is not contractually binding nor are we required 
to provide this to you by any legislative provision. It does not constitute legal, tax 
or investment advice or a recommendation to any reader of this material to buy or 
sell investments. You must not, therefore, rely on the content of this document 
when making any investment decisions.

This document is not intended for distribution to or use by any person or entity in 
any jurisdiction or country where such distribution or use would be contrary to 
law or regulation. This document is not and should not be construed as an offer 
to sell or the solicitation of an offer to purchase or subscribe to any investment.

The contents are confidential and may not be reproduced or further distributed to 
any person or entity, whether in whole or in part, for any purpose. This 
presentation is intended for discussion only and shall not be capable of creating 
any contractual or other legal obligations on the part of HSBC Global Asset 
Management (UK) Limited or any other HSBC Group company. 

The document is based on information obtained from sources believed to be 
reliable but which have not been independently verified. HSBC Global Asset 
Management (UK) Limited and HSBC Group accept no responsibility as to its 
accuracy or completeness. Care has been taken to ensure the accuracy of this 
presentation but HSBC Global Asset Management (UK) Limited accepts no 
responsibility for any errors or omissions contained therein. 

This document and any issues or disputes arising out of or in connection with it 
(whether such disputes are contractual or non -contractual in nature, such as 
claims in tort, for breach of statute or regulation or otherwise) shall be governed 
by and construed in accordance with English law.

Any views expressed were held at the time of preparation and are subject to 
change without notice. While any forecast, projection or target where provided is 
indicative only and not guaranteed in any way. HSBC Global Asset Management 
(UK) Limited accepts no liability for any failure to meet such forecast, projection 
or target.

The value of investments and any income from them can go down as well as up 
and investors may not get back the amount originally invested. Where overseas 
investments are held the rate of currency exchange may also cause the value of 
such investments to fluctuate. Investments in emerging markets are by their 
nature higher risk and potentially more volatile than those inherent in some 
established markets. Stock market investments should be viewed as a medium to 
long term investment and should be held for at least five years. Any performance 
information shown refers to the past and should not be seen as an indication of 
future returns.

To help improve our service and in the interests of security we may record and/or 
monitor your communication with us. HSBC Global Asset Management (UK) 
Limited provides information to Institutions, Professional Advisers and their 
clients on the investment products and services of the HSBC Group. 

Approved for issue in the UK by HSBC Global Asset Management (UK) Limited, 
who are authorised and regulated by the Financial Conduct Authority.

HSBC Asset Management is the brand name for the asset management business 
of HSBC Group, which includes the investment activities provided through our 
local regulated entity, HSBC Global Asset Management (UK) Limited.
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