Kirk’s Opportunities DIFFERENT PERSPECTIVES

A WIDER EDGE.
OPPORTUNITIES TO LEARN, GROW, & PROSPER.

The Magnificent Seven: Not All Al Stocks Will Survive the Bubble
Equally

Al winners, valuation risks, and what active investors should watch

The Al boom may be entering a period of deflation, but the Magnificent Seven face very different outcomes.
Established businesses converting Al investment into earnings and cash flow may fare much better than
companies priced for uninterrupted Al spending and optimism.

Amazon, Alphabet, and Meta stand out as the most attractive combinations of fundamentals and valuation.
Microsoft remains a comfortable hold. Apple looks expensive, Nvidia faces concentrated Al-spending cycle risk,
and Tesla combines weakening earnings expectations with extraordinary valuation.

The key distinction: an Al bubble can deflate without ending the technological revolution. Business quality,
earnings revisions, capital intensity, and purchase price will determine who gets rewarded.
Magnificent Seven Valuation Snapshot

Figures are from the October 19, 2026 analysis, not live prices. Forecast periods differ, particularly for Nvidia
and Tesla.

Company Forward P/E Assessment

AMZN 24.3x Favorite, attractive valuation
GOOGL 22.7x Favorite, long-term quality
META 20.5x% Favorite, tangible Al returns
MSFT 27.0% Comfortable hold

AAPL 36.1x Bearish, expensive multiple
NVDA 23.3x 2027 /13.7x 2028 Strong business, cycle risk
TSLA 210x 2026 / 168x next year Least favorite, avoid

Company-by-Company Findings

1) Amazon: growth at a reasonable price

Revenue rose 20%, AWS revenue 37%, and operating income 43% in the cited quarter. Near the low end of its
historical forward P/E range, Amazon offers business momentum without an excessive multiple.

2) Alphabet: a relatively inexpensive Al winner

Revenue advanced 24% and operating income 30% in the referenced quarter. Its cash-generating core
businesses help support large Al investments, and the 22.7x forward multiple compares favorably with
business quality.

3) Meta: Al is already producing measurable returns

User growth was 3%, but advertising impressions grew 14%, ad prices increased 12%, and revenue rose 28%.
Those figures suggest improving monetization from Al-enabled ad targeting.

4) Microsoft: excellent business, fuller valuation
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Revenue increased 18% and EPS grew 23% in the cited period. A forward multiple around 27x leaves less room
for error than when it traded near 23x.

5) Apple: valuation has outrun growth

Trailing revenue rose 14.2%, but the forward multiple reached 36.1%, described as its highest in 19 years.
Multiple compression could offset years of earnings growth.

6) Nvidia: extraordinary results, concentrated cycle exposure

Revenue and EPS surged 106% and 120%. Even with apparently moderate out-year multiples, a sharp slowdown
in Al infrastructure investment could trigger severe stock-price declines. A 50% drop is presented as a scenario,
not a forecast.

7) Tesla: weakest risk-reward assessment

Projected 2026 EPS fell from $2.33 to $1.74. Automotive competition, stalled growth and reliance on distant
robotics/robotaxi outcomes make its exceptionally high earnings multiples vulnerable.

Key Takeaways

1) The Al trade is not a single trade.

Al beneficiaries with profitable core businesses differ significantly from financing-dependent infrastructure
operators and stocks priced for future possibilities.

2) Great companies can still be poor investments at the wrong price.

Apple highlights valuation risk, while Nvidia shows that outstanding growth does not eliminate cyclicality.

3) Capital expenditure must translate into cash flow.

Meta’s ad economics provide measurable evidence. Track whether other Al investments generate comparable
returns.

4) Watch spending, earnings revisions, and relative strength.

Changes in hyperscaler guidance can ripple through semiconductor suppliers, credit markets and equity
leadership.

5) Corrections may create selective buying opportunities.

A broad Al selloff could produce entry points in durable businesses. Price confirmation and risk management
still matter.

What Active Investors Should Watch

* AMZN / GOOGL / META relative strength: sustained outperformance during Al-sector weakness.

* NVDA and semiconductor leadership: broken support, failed rallies, or improving price confirmation.

* Hyperscaler capital expenditures: reduced growth rates, revised returns, or continued acceleration.

* Al infrastructure credit: widening spreads, weaker debt prices, and rising refinancing costs.

* Earnings estimates and valuation: whether revisions justify current multiples.

Kirk’s Notes

The more useful question is not whether Al is a bubble. It is which businesses can keep compounding through a
spending reset, and which stocks require a permanently favorable narrative. Watch the market's verdict in
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relative strength, earnings revisions, and the cost of capital. A compelling story is not a substitute for an
attractive entry.

The Bottom Line

Al can transform the economy and still disappoint investors who overpay for the theme. The best opportunities
may belong to established companies turning Al into incremental earnings, especially if indiscriminate selling
provides better prices.

A bursting bubble does not necessarily end a technological revolution. It changes who gets rewarded for
participating in it.

Source: Stansberry Research, “My updated thoughts on the Magnificent Seven,” October 19, 2026. https://stansberryresearch.com

Go beyond the headlines. Find research, practical lessons, and new opportunities.
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