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Yesterday'’s (Tech) Selloff

There are jittery markets, and then there are markets like yesterday, where it seemed like the
quick-twitch traders were in a full-blown panic about their stock holdings. (This, of course,
after they bid up stock prices in a giddy aftermath to the midterm elections.) Most of the
negative action seemed to hit the large tech firms whose fortunes are increasingly tied to
artificial intelligence, and which have lately been making up a big part of the S&P 500’s total
capitalization. But then the herd startled, and the traders started selling everything.

What's the big deal? In the midterm election cycle, it seemed as if both Republican and
Democratic voters agreed on at least one issue: they don't want the large tech companies
building giant data centers all over the country. Building giant data centers is basically what
the large tech firms do lately when they're not pell mell training more sophisticated Al agents
and, at the same time, warning anybody who would listen that more sophisticated Al agents
pose a dire threat to the human race.

So (the reasoning goes) if the large tech firms are going to be prevented by voters (and alert
politicians who listen to them) from borrowing billions to build ever-larger data centers, those
firms must be less valuable and their future is limited. Sell!

The result: Shares of chipmakers Broadcom and Nvidia were down 10% and 9% respectively,
the iShares Semiconductor ETF was down 12%, Oracle dropped 7%, while Microsoft ($117
billion), Apple ($59 bhillion), Amazon ($55 billion), Meta ($58 billion) and Alphabet ($42 billion)
all saw their aggregate share prices drop dramatically.

The irony is that this hostile political climate might not be such a terrible outcome for the large
tech firms in question. A pause in spending billions and even trillions of dollars on construction
and large piles of Nvidia chips might allow the revenues of those firms to catch up a bit with
their spending. And meanwhile, is it a terrible outcome if the Al agents they’re building evolve
their cleverness a tad less rapidly? What we have now is undeniably useful, although
corporate users are still trying to figure out how to put the silicon-based workers to effective
work.

So what can we expect going forward? Who knows? If anybody can reliably predict the
behavior of the quick-twitch trader herd, particularly in the short-term, then this would be a
good time to raise your hand. Otherwise, the best prediction might come from a century of
long-term market behavior, which tells us that all the workers who go to the office or plant day
in, day out will make their companies steadily, incrementally more valuable, regardless of
what a nervous trader might think in the moment.



There are times when doing nothing is actually harder than reacting to the general panic, but
the markets have taught us that doing nothing has always been the better long-term
approach. That might even be true for the pell-mell builders of billion-dollar data centers in the
current political environment.
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