Investors cautious as tech stocks face competition and uncertainty
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On Tuesday, futures tied to the Nasdaq and the S&P 500 indicated a slight rebound following a significant stock sell-off that raised concerns over investors' confidence in Big Tech's anticipated returns from artificial intelligence (AI) investments. The sell-off was largely triggered by rising scepticism regarding the viability of sustained earnings growth in the tech sector, particularly in light of emerging competition from firms like Chinese startup DeepSeek, which has developed a potentially more cost-effective AI model. This development has elicited questions about the future market position of US tech giants and their ability to meet high earnings projections.
Contracts associated with the tech-heavy Nasdaq 100 (NQ=F) rose by approximately 0.2%, trying to recover from a closing loss exceeding 3%. In addition, S&P 500 futures (ES=F) saw an increase of 0.1%, while Dow Jones Industrial Average futures (YM=F) remained relatively stable. Amid this volatility, investors are taking stock of the broader implications of market behaviours, particularly regarding the AI sector and its impact on traditional tech companies, especially chipmakers.
In a related development, chip manufacturer Nvidia (NVDA) saw nearly a 3% rise in pre-market trading, attempting to recuperate from a drastic fall of 17% the previous session, which resulted in a staggering $589 billion loss in market value. Nvidia's fluctuations are indicative of the larger trends within the semiconductor industry, where competition in AI technology can significantly alter revenue expectations.
The dollar strengthened as renewed tariff threats from former President Donald Trump heightened fears of escalating trade disputes, particularly following tensions with Colombia. In recent statements, Trump asserted his intention to impose universal tariffs "much bigger" than the current 2.5%, which his designated Treasury Secretary, Scott Bessent, is expected to implement gradually.
As these economic factors unfold, investors are focusing on the Federal Reserve's upcoming two-day policy meeting which commences on the same day. Market experts anticipate that the Fed will likely maintain interest rates at their current levels, particularly given the positive recent economic data.
On the corporate front, General Motors (GM) reported strong earnings results, beating expectations in both sales and profit as it progresses in developing its electric vehicle (EV) segment and expanding its operations in China. In contrast, Boeing (BA) disclosed a substantial annual loss of nearly $12 billion, attributed to a recent strike and issues within key business areas.
Looking ahead, attention turns toward the earnings releases from prominent tech companies including Apple (AAPL), Tesla (TSLA), Meta (META), and Microsoft (MSFT), which are scheduled for later in the week. The implications of these results could further underpin or challenge Big Tech's current standing in the face of emerging competition in the AI arena.
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