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An Uneven Week 
 
In this week's Weekly Update, T. Bailey Fund Manager, Elliot Farley examines the contrasting 
performance of equity markets as concerns about AI spending and financing weigh on some of the 
largest technology companies. 
 
While the broader US market has proved more resilient, Asian chipmakers have also come under 
pressure, and currency movements and weaker gold prices have added to the challenges facing UK 
investors. 
 
The update considers why selectivity remains important within the AI theme, and how exposure to 
other areas, including healthcare, insurance and value strategies, can provide different sources of 
investment opportunity. 

 
Markets presented an uneven picture last week. Some of the biggest AI-linked companies came 
under pressure, whilst the broader US market proved more resilient. For UK-based investors, 
currency movements and weakness in gold added to the differences in returns. 
 
The equal-weighted S&P 500 index has risen so far in October and is comfortably ahead of the 
usual size-weighted index. So pressure on the largest AI names hasn’t yet been fully felt across the 
whole US market. Looking outside the US has not helped either, and Asian chip makers in particular 
have been caught up in concerns about their US customers’ spending plans. 
 
US and non-US equities: Year to date 
 

 
Source: LSEG Workspace. Total return, USD terms.. 



 

 
As we touched on in our 1 September weekly update, investors are asking harder questions about 
the huge sums being spent on AI and whether the future revenues will ever justify them. 
 
For UK-based investors, currency has played its part too. Sterling’s strength against the euro has 
weighed on returns from unhedged euro-denominated investments. Gold has also had a difficult 
time, as higher energy prices strengthened the view that US interest rates will stay high for longer. 
  
Last week's reports about the fundraising and listing plans of leading AI developers have brought 
financing risks back into the spotlight. If money becomes harder to raise, infrastructure projects 
could be delayed and equipment orders cut back. Even with strong long-term demand, that could 
mean a difficult spell for suppliers. 
 
The weakness hasn’t been limited to expensively valued companies. Some Asian chip makers have 
fallen despite modest earnings multiples and strong near-term profit expectations. The question 
remains how long those profits can be sustained. 
 
We still see room for AI demand to widen as the technology spreads into software, machinery and 
everyday business processes. TSMC has pointed to more efficient models and wider adoption as 
sources of further demand. That supports the longer-term case, although broader use would not 
necessarily quickly make up for a slowdown in US infrastructure spending. 
 
For us, this points to being selective within the AI theme. We see opportunities both in the 
companies that make the technology and in those that can put it to good use. Our specialist 
managers help us judge which businesses have the competitive strengths, financial resilience and 
valuations to withstand less favourable outcomes. 
 
AI isn’t the only place we find opportunity. Attractive businesses can also be found in other 
investment themes such as healthcare and insurance, whilst value strategies seek out companies 
whose prospects are being overlooked. These holdings need to earn their place on their own merits, 
not just serve as an alternative to technology. 
 
Results this week from Alphabet, Amazon and Microsoft will provide another opportunity to assess 
how revenues, spending and cash generation are developing. The important question is not simply 
whether AI investment continues to grow, but whether the businesses involved can earn attractive 
returns from it. 
 

 

https://tbaileyam.co.uk/thinking/1-september-2026-weekly-update-the-cost-of-the-ai-boom/
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Important Information 
 

 
 
For professional investors or advisers only. This material is not suitable for retail clients. 

 
• This document is issued by T. Bailey Asset Management Limited ("TBAM"). 

 
• This document has been produced for information only and represents the views of TBAM at the time 

of writing. It should not be construed as investment advice. No investment decisions should be made 
without first seeking advice. TBAM do not provide financial advice to private individuals. 
 

• Full details of the TBAM funds, including charges and risk warnings, are published in the TBAM funds’ 
Prospectus. Investors should read the Prospectus, relevant Key Investor Information Document and 
Supplementary Information Document prior to investing. Fund documentation is available at 
www.tbaileyam.co.uk. 
 

• TBAM products are exposed to global financial markets and are subject to market fluctuations and 
other risks inherent in such investments. Investments in overseas markets may be affected by changes 
in exchange rates, which could cause the value of your investment to increase or diminish. The funds 
may enter into derivative transactions for efficient portfolio management purposes (including hedging). 
 

• Past performance is not a reliable indicator of future results. The value of your investment and the 
income derived from it can go down as well as up and you may not get back the money you have 
invested. 
 

• The total return or loss on equities may fluctuate significantly from year to year, you should therefore 
regard your investment as medium-to-long term. 
 

• The investment methodology and risk controls defined here stand as guidelines and not rules. 
Occasional deviations from these parameters may occur. 
 

• Every effort is taken to ensure the accuracy of the data used in this document, but no warranties are 
given. Based on TBAM's understanding of current law and practice which could alter as a result of 
future legislation. All sources TBAM unless otherwise stated. 
 

• TBAM is authorised and regulated by the Financial Conduct Authority No. 190291 and is a member of 
the Investment Association. 
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