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As 2026 unfolds, artificial intelligence (AI) continues to shape the investment landscape in both public 
and private markets. 

For investors, the challenge is clear: Build portfolios that can thrive whether AI delivers on its promise or 
falls short. The key: Understanding where AI exposure is most concentrated and where diversification 
opportunities lie. Here’s what you need to know. 

1. AI’s Strength Has Bolstered Public Markets   

Recent macro conditions have been challenging, but they haven’t derailed equity markets. Instead, major 
indices delivered double-digit gains in 2025, supported in large part by AI-related strength. Key macro 
headwinds include: 

•	 US inflation: Still above the Fed’s 2% target — expected to be persistent, but not extreme.  

•	 Interest rates: Short-term rates may ease globally, while long-term yields remain “higher for longer” 
amid fiscal uncertainty.  

•	 Gold and currencies: Rising gold prices and strength in safe-haven currencies like the Swiss franc 
signal growing flight-to-safety and currency risk concerns.  

Despite these pressures, equities have remained resilient. The dominant driver through most of 2025 was 
clearly AI. However, more recently, performance has improved across sectors outside of AI and the U.S., 
as optimism has spread. 

KEY TAKEAWAYS

•	 AI’s strength has bolstered public markets. Public markets defied economic pressures through 
2025, with AI-driven growth acting as the primary support. 

•	 Concentration risk is real. Seven stocks continue to dominate global equity capitalization,  
and all are deeply embedded in AI. 

•	 Private markets offer balance. Diversified private market strategies offer broad AI exposure  
and a hedge against volatility. 

Building Resilient Portfolios in the AI Era
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2. A Few Stocks Are Driving Gains

AI is powering public market outperformance, but that strength remains highly concentrated. 
Despite broader market gains in late 2025, a handful of AI‑driven mega-caps still accounted for a 
disproportionate share of index earnings and market sentiment. Together, the “Magnificent Seven,” 
(Microsoft, Alphabet, Meta, Amazon, Apple, Tesla) represent about 35% of the market capitalization of 
the top 100 global companies. This concentration creates two key risks: 

•	 Diversification risk. Even broad benchmarks like the S&P 500 or MSCI World are dominated by these 
names. A stumble by any of these stocks could significantly impact indexes. As a result, owning the 
market no longer guarantees diversification. 

•	 Valuation sensitivity. Elevated valuations among AI leaders have increased vulnerability to earnings 
disappointments or shifts in sentiment. 

The big question: Are we in an AI bubble? 

•	 The case for “yes”: Valuations are elevated, and volatility remains a clear risk.  

•	 The case for “no”: Leading AI players are already generating substantial revenue and monetizing faster 
than previous tech cycles. 

As always, diversification is the best defense against bubble risk. With AI exposure concentrated in public 
equities, private markets are essential for achieving balance and resilience.

3. Private Markets Offer Access and Diversification  

Private markets open doors to strategies and sectors that public markets can’t match, offering broader 
opportunity sets and different risk profiles. But they’re not immune to AI. Understanding AI exposure 
across strategies is essential for smart allocation. Here’s a simple guide: 

•	 Lower AI Exposure: Private Equity Buyout   
Unlike public markets, private equity typically uses AI to enhance efficiency and growth rather than  
as a core business model. This creates a fundamentally different risk/return profile compared to direct 
AI investments. 

•	 Medium AI Exposure: Infrastructure and Credit  
Private  infrastructure and credit investments provide direct AI exposure through power generators, 
data centers and network/fiber backbones. 

•	 High AI Exposure: Venture  
Venture offers the most direct AI exposure, but across a broader opportunity set than public markets. 
As the chart below shows, AI now accounts for more than 70% of VC deal value, opening the door to 
hard-to-access companies from seed to late stage. 

1Source: PWC (May 2025)
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AI Represents 71% of Venture Capital
AI and machine learning as a share of VC deal activity 
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Source: Pitchbook-NVCA Venture Monitor, As of Moarch 31, 2025

Conclusion  

Public equities are riding the AI wave, but concentration risk and valuation sensitivity are creating risks 
that touch all index investors. 

Private markets provide access to broader AI opportunities while offering a hedge against potential 
corrections. Diversifying across private market strategies can help build portfolio resilience — whether  
AI fulfills its promise or not. 
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DISCLOSURES

This document has been prepared solely for informational purposes and contains confidential and proprietary information, the disclosure of which could be harmful to Hamilton 
Lane. Accordingly, the recipients of this document are requested to maintain the confidentiality of the information contained herein. This document may not be copied or distributed, 
in whole or in part, without the prior written consent of Hamilton Lane.

There are a number of factors that can affect the private markets which can have a substantial impact on the results included in this analysis. There is no guarantee that this analysis 
will accurately reflect actual results which may differ materially. These valuations do not necessarily reflect current values in light of market disruptions and volatility experienced in 
the fourth quarter of 2020, particularly in relation to the evolving impact of COVID-19, which is affecting markets globally.

The information contained in this presentation may include forward-looking statements. Forward-looking statements include a number of risks, uncertainties and other factors 
beyond our control which may result in material differences in actual results, performance or other expectations. 

The opinions, estimates and analyses reflect our current judgment, which may change in the future.

All opinions, estimates and forecasts contained herein are based on information available to Hamilton Lane as of the date of this presentation and are subject to change. The 
information included in this presentation has not been reviewed or audited by independent public accountants. Certain information included herein has been obtained from sources 
that Hamilton Lane believes to be reliable but the accuracy of such information cannot be guaranteed.

This presentation is not an offer to sell, or a solicitation of any offer to buy, any security or to enter into any agreement with Hamilton Lane or any of its affiliates. Any such offering will 
be made only at your request. We do not intend that any public offering will be made by us at any time with respect to any potential transaction discussed in this presentation. Any 
offering or potential transaction will be made pursuant to separate documentation negotiated between us, which will supersede entirely the information contained herein.

The information herein is not intended to provide, and should not be relied upon for, accounting, legal or tax advice, or investment recommendations. You should consult your 
accounting, legal, tax or other advisors about the matters discussed herein.

Hamilton Lane (UK) Limited is a wholly-owned subsidiary of Hamilton Lane Advisors, L.L.C. Hamilton Lane (UK) Limited is authorized and regulated by the Financial Conducts 
Authority. In the UK this communication is directed solely at persons who would be classified as a professional client or eligible counterparty under the FCA Handbook of Rules and 
Guidance. Its contents are not directed at, may not be suitable for and should not be relied upon by retail clients.

Hamilton Lane Advisors, L.L.C. is exempt from the requirement to hold an Australian financial services license under the Corporations Act 2001 in respect of the financial services 
by operation of ASIC Class Order 03/1100: U.S. SEC regulated financial service providers. Hamilton Lane Advisors, L.L.C. is regulated by the SEC under U.S. laws, which differ from 
Australian laws. The PDS and target market determination for the Hamilton Lane Global Private assets Fund (AUD) can be obtained by calling 02 9293 7950 or visiting our website 
www.hamiltonlane.com.au.

Hamilton Lane (Germany) GmbH is a wholly-owned subsidiary of Hamilton Lane Advisors, L.L.C. Hamilton Lane (Germany) GmbH is authorised and regulated by the Federal 
Financial Supervisory Authority (BaFin). In the European Economic Area this communication is directed solely at persons who would be classified as professional investors within 
the meaning of Directive 2011/61/EU (AIFMD). Its contents are not directed at, may not be suitable for and should not be relied upon by retail clients.


