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Tech Investing: Managing 
Concentration Risk
While returns for the tech sector giants were impressive in 2023, they also 

increased concentration risk in the S&P 500® Index. In today’s market, equity 

exposure is important. But diversification within the tech sector is key.

Many portfolios are overweight  
in Magnificent 7 stocks
Currently, 7 tech stocks represent more than a quarter of the U.S. market,  
accounting for 28.06% of the weight in the S&P 500® Index1.
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1. FactSet as of 12/29/2023.

Magnificent 7  
$1.2 Trillion

With big returns come risks
Between July and August of 2023, rising inflation and the Federal  
Reserve’s shift in monetary policy cost the Magnificent 7 $1.2 trillion 
in market value. Since then, inflation pressures have eased, the 
Fed indicated a pause on further rate hikes, and large tech stocks 
have rallied. However, overweighting in big-cap tech can still be 
risky if a select number of stocks are heavily impacted by volatility.

“The ‘Magnificent 7’ Stocks Are Struggling, Shedding a Staggering $1.2 Trillion in Market Value Since US Equities Peaked in July,” Market Insider  
(October 27, 2023).

PE Ratio: 33.5

Are the Magnificent 7 currently overvalued?
The Magnificent 7 are trading at an average forward price-to-
earnings ratio of 33.5, compared with the S&P 500® Index’s 
P/E of 18.3.* Is the promise of returns worth the high valuation 
and the concentration risk?

*“Wall Street’s ‘Magnificent Seven’ Face Moment of Truth as Earnings Season Arrives,” Reuter’s (October 19, 2023).

“Ten Charts That Show How the ‘Magnificent Seven’ Have Held Sway in the US Market,” Qontigo (October 3, 2023).

There are growth opportunities beyond the 
Magnificent 7
Only 3 of the 7 Magnificent 7 companies are projected to  
have earnings growth of more than 25%. Meanwhile, multiple  
companies are forecasted to beat this growth rate in 2024.

“Magnificence beyond the Magnificent 7,” rbadvisors (February 2, 2024) 

Where to next?
When 7 stocks make up over a quarter of the U.S. market and nearly 40% of its  
volatility, this poses a potential risk to your clients’ portfolios. Consider investments 
that include a focus on industries that employ tech in their business models — not  
just those that rely on a handful of tech-only giants.

When building portfolios for 2024, consider concentration risk.  
Visit NationwideFunds.com to learn about funds that help avoid it. 

• Not a deposit • Not FDIC or NCUSIF insured • Not guaranteed by the institution • Not insured by any federal government agency • May lose value

This material is not a recommendation to buy or sell a financial product or to adopt an investment strategy. Investors should discuss their specific situation 
with their financial professional.

Call 1-800-848-0920 to request a summary prospectus and/or a prospectus, or 
download prospectuses at nationwide.com/mutual-funds-prospectuses.jsp. These 
prospectuses outline investment objectives, risks, fees, charges and expenses, and 
other information that should be read and carefully considered before investing.
Investing in mutual funds involves risk, including the possible loss of principal. Share price, principal value, and return will vary, and you may have a gain or 
a loss when you sell your shares.

There is no assurance that the investment objective of any fund (or that of any underlying fund) will be achieved or that a diversified portfolio will produce 
better results than a non-diversified portfolio.  Diversification does not guarantee returns or insulate an investor from potential losses, including the possi-
ble loss of principal.

S&P 500® Index: An unmanaged, market capitalization-weighted index of 500 stocks of leading large-cap U.S. companies in leading industries; gives a 
broad look at the U.S. equities market and those companies’ stock price performance.

S&P Indexes are trademarks of Standard & Poor’s and have been licensed for use by Nationwide Fund Advisors. The Products are not sponsored, endorsed,  
sold or promoted by Standard & Poor’s and Standard & Poor’s does not make any representation regarding the advisability of investing in the Product.

Nationwide Funds are not sponsored, endorsed, or promoted by MSCI, and MSCI bears no liability with respect to any such funds or securities or any index 
on which such funds or securities are based.

Nationwide Funds distributed by Nationwide Fund Distributors LLC (NFD), member FINRA, Columbus, Ohio. NFD is not affiliated with any subadviser  
contracted by Nationwide Fund Advisors, with the exception of Nationwide Asset Management LLC. Nationwide Investment Services Corporation,  
member FINRA, Columbus, Ohio. NFD is not an affiliate of Morningstar, Inc.
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