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COMMENTARY 

March 19, 2026 

Mind on the Market 
Chart of the Week  

 

Source: MSCI, FactSet.  As of 3/17/2026 in local currency. Industry groups across the MSCI All Country World Index. 

 

AI disruption has been a driving theme to start the year. Software & Services leads declines (-18%), with 

broader service industries also lagging as investors price in AI-driven disruption to labor-intensive business 

models. At the other extreme, Energy, Utilities, and Capital Goods lead performance—capital-intensive, 

asset-heavy, “old economy” sectors are benefiting from tangible assets, pricing power, and relative 

insulation from near-term AI displacement. 
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Weekly Highlights 

The Last Calendar Year 
MSCI AC World Value 
Outperformed Growth 

10 Year Cumulative Total 
Return of MSCI AC World 
Value 

10 Year Cumulative Total 
Return of MSCI AC World 
Growth 

2022 
Source: FactSet. Data as of 3/17/2026 

in local currency. 

154% 
Source: FactSet. Data as of 3/17/2026 in 

local currency. 

278% 
Source: FactSet. Data as of 3/17/2026 in 

local currency. 

 

AI Isn’t Broken — But the Market Needs to See the Impact 

For the better part of two years, markets have treated artificial intelligence as a one‑way bet. If a 

company spent heavily on AI infrastructure, investors were willing to trust that the payoff would arrive in 

due course. That era is ending. AI is not falling apart — but the market is done underwriting it on faith 

alone. 

The shift has been subtle but decisive. We have moved from a “build it and they will come” mentality to 

something closer to a “show me the money” regime. Investors increasingly want to see that large-scale 

AI investment is generating real financial results, or at least a credible path to them. Last quarter offered 

a glimpse of what this new reality looks like. Two companies, both announcing surging AI‑related capex, 

received sharply different market reactions: one showed clear evidence that AI was already lifting 

margins; the other struggled to demonstrate the link. The market now treats those differences seriously. 

This is not skepticism for skepticism's sake. It is a sign that AI is maturing. In every major technological 

cycle, investors eventually shift from rewarding ambition to rewarding execution. That transition is 

healthy. It forces capital to flow to companies that can translate engineering breakthroughs into genuine 

productivity and genuine cash flow — not just marketing slides. 
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Valuations Are Sending a Message 

 

Source: MSCI, S&P, FactSet.  As of 3/18/2026.  NTM = next 12-month earnings. 

 

Part of the reason investors have become more selective is simple arithmetic. The idea that valuations in 

US large-cap technology have “normalized” is wishful thinking. Even after a wobble, many AI winners still 

trade at stretched multiples relative to their own history — and to European and smaller‑cap peers. That 

does not make them uninvestable; it simply means the hurdle for incremental belief is higher. In this 

environment, selectivity is not an intellectual preference — it is a pricing necessity. 

The market itself is enforcing that discipline. Capital is now flowing toward firms that can articulate — 

with evidence — how AI improves targeting, reduces costs, or boosts revenue per user. The rest are 

discovering that “AI exposure” is no longer enough to guarantee a premium multiple. 

Capex: A Surge, Not a New Normal 

One point often lost in the noise: rising AI capex does not imply that global capital intensity is entering a 

new, permanently higher regime. Much of today’s spending is front‑loaded — the cost of building the 

computational backbone for the next decade. Once capacity and power constraints ease, growth in 

capex should slow, even if absolute levels remain high. For investors, this distinction matters. A world of 

ever‑rising capital intensity erodes free cash flow; a world of front‑loaded investment sets the stage for 

operating leverage later. 
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Labor Will Shift — But Not Collapse 

The debate over AI and labor is increasingly polemical, but the most dramatic scenarios — mass, rapid 

displacement across knowledge industries — look implausible. Labor markets do not adjust that way. 

Regulation, institutional norms, and sectoral frictions slow the process. What we are far more likely to 

see is labor rotation: tasks shifting between roles, new job categories emerging, and younger workers 

absorbing the brunt of the transition. That is disruptive, but it is not dystopian. 

Productivity Is Real — But Not Unbounded 

AI is already lifting productivity in ways that are visible in corporate reporting. But expectations of 

exponential productivity growth run up against physical limits. Chips, energy, and data centers are not 

abstract constraints; they are binding ones. The pace of AI‑enabled productivity gains will depend as 

much on power grids and semiconductor supply as on advances in model architecture. 

Not Everything Will Mean‑Revert 

One area where investors may need to temper their optimism is the assumption that recent spikes in 

energy, gold, and defensives will unwind cleanly once geopolitical tensions fade. Even if spot prices 

settle, the risk premia behind them may not. Energy volatility now looks more structural than cyclical. 

Gold, too, has strengthened its case as a strategic asset. And in equities, defensives with AI‑adjacency 

— such as utilities and healthcare — appear far more resilient than staples, which look most exposed to 

reversal. 

The memory of supply shocks tends to linger. Markets carry scars. One consequence is a higher-for-

longer equity–bond correlation — a regime we may be living with for some time. 

Inflation Fear Still Rules Policy 

Even without a fresh inflation shock, the fear of inflation is enough to limit central banks’ willingness to 

cut aggressively. That matters. It suggests any industrial revival — tentative though it is — may struggle 

to gain traction without the customary support of accommodative policy. Rate relief will come, but not at 

the pace markets once hoped. 

A More Skeptical, More Rational Market 

None of this means AI enthusiasm is misguided. The technology is transformative. However, we are now 

entering the phase where investors insist on evidence, not aspiration. That will make markets bumpier, 

but ultimately healthier. AI is not broken. It is simply being repriced — from a story to a strategy, from a 

theme to a testable proposition. 
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Source: State Street Investment Management, MSCI, S&P, FactSet.  

 

About State Street Investment Management 

At State Street Investment Management, we have been helping to deliver better outcomes to institutions,  
financial intermediaries, and investors for nearly half a century. Starting with our early innovations in  
indexing and ETFs, our rigorous approach continues to be driven by market-tested expertise and a  
relentless commitment to those we serve. With over $5 trillion in assets managed*, clients in over 60  
countries, and a global network of strategic partners, we use our scale to create a comprehensive and  
cost-effective suite of investment solutions that help investors get wherever they want to go.  

 
* This figure is presented as of December 31, 2025 and includes ETF AUM of $1,950.80 billion USD of which approximately 
$173.02 billion USD in gold assets with respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC 
(SSGA FD) acts solely as the marketing agent. SSGA FD and State Street Investment Management are affiliated. Please note all 
AUM is unaudited.  

 

Important Risk Information 

ssga.com 

Marketing Communication 

State Street Global Advisors (SSGA) is now State Street Investment Management. Please go to 
statestreet.com/investment-management for more information. 

Important Risk Information 

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties 
without SSGA’s express written consent. 

The trademarks and service marks referenced herein are the property of their respective owners. Third party data providers make 
no warranties or representations of any kind relating to the accuracy, completeness or timeliness of the data and have no liability 
for damages of any kind relating to the use of such data. 

The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments 
Directive (2014/65/EU) and it should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell any 
investment. It does not take into account any investor's or potential investor’s particular investment objectives, strategies, tax 
status, risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other 
professional advisor. 

The information contained in this communication is not a research recommendation or ‘investment research’ and is classified as a 
‘Marketing Communication’ in accordance with the applicable regional regulation. This means that this marketing communication 
(a) has not been prepared in accordance with legal requirements designed to promote the independence of investment research 
(b) is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

Past performance is not a reliable indicator of future performance. 

Investing involves risk including the risk of loss of principal. 

Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns reflect all items of income, 
gain and loss and the reinvestment of dividends and other income as applicable. 

Diversification does not ensure a profit or guarantee against loss. It is not possible to invest directly in an index. Index performance 
does not reflect charges and expenses associated with the fund or brokerage commissions associated with buying and selling a 
fund. Index performance is not meant to represent that of any particular fund. 
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The views expressed in this material are the views of Altaf Kassam through the period ended March 19, 2026 and are subject to 
change based on market and other conditions. 

This document may contain certain statements deemed to be forward-looking statements. All statements, other than historical 
facts, contained within this document that address activities, events or developments that SSGA expects, believes or anticipates 
will or may occur in the future are forward-looking statements. These statements are based on certain assumptions and analyses 
made by SSGA in light of its experience and perception of historical trends, current conditions, expected future developments and 
other factors it believes are appropriate in the circumstances, many of which are detailed herein. Such statements are subject to a 
number of assumptions, risks, uncertainties, many of which are beyond SSGA’s control. Please note that any such statements are 
not guarantees of any future performance and that actual results or developments may differ materially from those projected in the 
forward-looking statements. 

All information is from SSGA unless otherwise noted and has been obtained from sources believed to be reliable, but its accuracy 
is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability for, 
decisions based on such information and it should not be relied on as such. 

Equity securities may fluctuate in value in response to the activities of individual companies and general market and economic 
conditions. 

Companies with large market capitalizations go in and out of favor based on market and economic conditions. Larger companies 
tend to be less volatile than companies with smaller market capitalizations. In exchange for this potentially lower risk, the value of 
the security may not rise as much as companies with smaller market capitalizations. 

Investments in small-sized companies may involve greater risks than in those of larger, better known companies. 

Commodities investing entail significant risk as commodity prices can be extremely volatile due to wide range of factors. A few such 
factors include overall market movements, real or perceived inflationary trends, commodity index volatility, international, economic 
and political changes, change in interest and currency exchange rates. 

Asset Allocation is a method of diversification which positions assets among major investment categories. Asset Allocation may be 
used in an effort to manage risk and enhance returns. It does not, however, guarantee a profit or protect against loss. 

Bonds generally present less short-term risk and volatility than stocks, but contain interest rate risk (as interest rates rise bond 
values and yields usually fall); issuer default risk; issuer credit risk; liquidity risk; and inflation risk. These effects are usually 
pronounced for longer-term securities. 

Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss. 

Increase in real interest rates can cause the price of inflation-protected debt securities to decrease. Interest payments on inflation-
protected debt securities can be unpredictable. 

There are risks associated with investing in Real Assets and the Real Assets sector, including real estate, precious metals and 
natural resources. Investments can be significantly affected by events relating to these industries. 

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding 
taxes, from differences in generally accepted accounting principles or from economic or political instability in other nations. 
Investments in emerging or developing markets may be more volatile and less liquid than investing in developed markets and may 
involve exposure to economic structures that are generally less diverse and mature and to political systems which have less 
stability than those of more developed countries. 

Generally, among asset classes, stocks are more volatile than bonds or short-term instruments. Government bonds and corporate 
bonds generally have more moderate short-term price fluctuations than stocks, but provide lower potential long-term returns. U.S. 
Treasury Bills maintain a stable value if held to maturity, but returns are generally only slightly above the inflation rate.  

© 2026 State Street Corporation  
All Rights Reserved.  
AdTrax: 5064514.145.1.GBL.RTL 
Exp. Date: 3/31/2027.     
 


