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Ask Forstrong: Some major “Trump trades” 
are faltering in early 2025. Are we witnessing 
the rise of new investment leadership?

In case you missed the memo, dear reader, we are 
now in a golden age. But what kind of golden age, 
exactly? A new era for AI? A renaissance for American 
business? Or perhaps just a resurgence in general 
risk-taking—including those scantily-regulated digital 
speculations, cryptocurrencies?

Everyone, of course, had the playbook in advance. 
Donald Trump secured a second term in the White 
House by promising to bring a bonfire to economic 
orthodoxies. Free trade? Out. Protectionism? In. 
Regulation and big government? Out. Elon Musk 
wielding a DOGE-fueled flamethrower against 
bureaucracy? Very much in. US security guarantees? 
Gone. Do-it-yourself defense? The new multi-polar 
order. Then, throw in bravado from members of the 
MAGA court, still high on fresh electoral success, 
talking of territorial conquest and planting American 
flags on Mars, and the golden age comes sharply into 
focus. 

Financial markets were always expected to feel 
the heat. But the outcome seemed predestined: 
an extension of the all-American bull run, with its 
outperforming big-cap tech businesses, persistently 
strong currency and rising Treasury yields. Instead, 
something very different is unfolding. In just the first 
45 or so days of 2025, trendlines have been breaking 
everywhere. Previous leaders are struggling, while 

Key Takeaways

•	 Several Trump trades—like the long-
dominant Magnificent 7 stocks and 
a strong US dollar—have struggled 
in early 2025. 

•	 Even US Treasury yields are 
stabilizing, largely due to the Trump 
administration’s deficit reduction 
efforts. 

•	 New investment leadership is taking 
shape, with several international 
asset classes poised for a sustained 
period of outperformance. 
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Trend 1: Magnificent 7 Underperformance

For over a decade, investors have relied on 
America’s tech giants to drive stock markets 
higher, fueled by strong earnings and ever-
growing profit expectations—most recently 
supercharged by the AI boom. That era now 
looks fragile. The issue? Profit expectations. 
The Mag 7 are projected to deliver a combined 
earnings increase of 26% in 2025, down 
sharply from 57% in 2024. Strip out Nvidia—
the undisputed poster child of Wall Street’s AI 
mania—and the rest of the group is expected to 
grow profits by just 10%. While a 10% increase is 
solid for most sectors, it falls short for Big Tech, 
where lofty valuations hinge on the assumption 
of sustained, sky-high earnings growth. In fact, 
the earnings forecast for the Mag 7 (excluding 
Nvidia) is now roughly in line with the entire 
S&P 500—meaning Big Tech is no longer setting 
the pace for Corporate America.

Historical parallels for the Mag 7 nearly jump 
off the page. The 2023-24 US stock market 
was the most concentrated since the late 

1990s TMT bubble—which, in turn, was the 
most concentrated market since the 1970s 
Nifty 50 era. Both earlier episodes led to 
long-lasting leadership changes and broader 
market participation. Prolonged narrow 
leadership would suggest something is broken 
in capitalism itself, where competition and 
innovation are fundamental. High-profit 
industries inevitably attract new challengers, 
disrupting the old guard. 

Looking ahead, when markets broaden after 
periods of extreme concentration, the shift 
typically lasts for years. There’s no reason to 
think this time will be any different.

many asset classes left behind in the last 
decade have surged. The standout performers? 
Gold. Copper. Emerging market equities. And—
avert your eyes—even European stocks are 
outperforming.

Of course, these are still early-stage shifts. 
However, given their speed and scale, ignoring 

the price signals may be a big mistake. The 
key question is whether all of this is merely 
a spectacular short-term blip or the start of 
a lasting trend. Our investment team leans 
strongly toward the latter. Below, we highlight 
three major shifts shaping 2025—and why 
they’re likely to persist.

Looking ahead, when markets 
broaden after periods of 
extreme concentration, the shift 
typically lasts for years. There’s 
no reason to think this time will 
be any different.
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Trend 2: Stabilizing US Treasury Yields 

Conventional wisdom held that Trump’s tariffs 
would keep inflation and interest rates elevated. 
But markets missed a key point: indiscriminate 
tariffs can stifle trade, erode confidence, and 
slow global growth—all disinflationary forces. 
The bond market has noticed, rallying in 
response to rising trade anxiety.

Another overlooked factor? Fiscal policy. 
There’s an inherently bond-bullish element 
to a government that does less. The market 
is now adjusting to the idea that if the Trump 
administration follows through on deficit 
reduction, we could see a stabilizing effect on 
yields. While deep spending cuts are unlikely—
given that two-thirds of federal outlays go to 
Social Security, Medicare, defense, and net 

interest—fiscal stimulus will diminish in 2025. 
That removes a key pillar of US economic 
outperformance. Under that environment, 
America will look much less exceptional.

The upside, however, is that higher bond yields 
have been the biggest threat to an ongoing 
global economic cycle.  For the time being, that 
risk is receding.

The upside, however, is that 
higher bond yields have been 
the biggest threat to an ongoing 
global economic cycle.  For the 
time being, that risk is receding.
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Trend 3: International Equity Outperformance

As US tech stumbles, capital is already moving 
elsewhere—particularly into emerging markets. 
This cohort, widely expected to be victims of 
the trade war and a stronger dollar, have defied 
expectations this year, after a grim 2024 that saw 
some currencies hit multi-year lows. Deepseek’s 
release is one of the driving forces of this trend: it 
is wildly bullish for AI users and anyone building 
on top of large language models. But it also 
draws attention to international innovation, 
not only in AI, but also robotics, EVs and other 
industries. Suddenly, competition has returned 
to the world economy. 

Two additional factors reinforce the EM trend. 
First, EM central banks are cutting rates as 
inflation continues to decline, supporting 
domestic growth. Second, a capital spending 
boom is taking place across several Asian 
economies. The spotlight remains on the global 
technology upcycle, fueled by semiconductors 

and AI. Less discussed are the rising capital 
spending outlays in other industries in 
Southeast Asian economies, where firms are 
ramping up spending in anticipation of new 
global consumption cycles. 

Meanwhile, policy reflation from China will 
create upside surprises in 2025. Beijing is pivoting 
from restrictive ideology toward more aggressive 
stimulus. Any external shocks—like US tariffs 
under Trump—could accelerate this shift further. 
The bottom line? With a global manufacturing 
rebound, monetary easing, and a surge in capital 
spending, EM corporate earnings are re-gaining 
momentum. The market focus is shifting—from 
risks to the potential for return.

The market focus is shifting—
from risks to the potential for 
return.

Investment Implications: Time To Rotate

Markets stand at a pivotal moment. History 
reminds us that the winners of one decade 
rarely lead the next. Elevated valuations 
and high expectations naturally dampen 
future returns. Meanwhile, the advancing 
global business cycle, where the US is no 
longer doing all the heavy lifting, presents 
a compelling opportunity to rotate away 

from the Magnificent 7—historically strong 
in low global growth environments—toward 
higher-return prospects in undervalued 
international markets. With the bull market 
broadening and investment leadership 
primed to shift, global diversification is 
about to be great again. 

Tyler Mordy,  February 2025

https://forstrong.com/strategy-dashboard/deepseek-and-destroy/
https://forstrong.com/strategy-dashboard/deepseek-and-destroy/
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Disclaimers:

The information contained in these materials is for general informational purposes only and is intended to provide only brief comments on broad market, industry or 
sector trends, or other general economic or market conditions. It is not intended to provide an overview of the terms applicable to any products or funds managed 
or sponsored by Forstrong Global Asset Management Inc. (“Forstrong”). Views expressed regarding a particular company, security, industry, investment, or market 
sector are the views only of that individual as of the time expressed and do not necessarily represent the views of Forstrong or any other person in the Forstrong 
organization. These materials contain information and views as of the date indicated and such information and views are subject to change at any time without notice, 
based upon market and other conditions, and Forstrong disclaims any and all responsibility to update such information and views. These views are not and may not 
be relied upon as investment advice and, because investment decisions for a Forstrong fund or product are based on numerous factors, are not and should not be 
relied upon as an indication of trading intent on behalf of any Forstrong fund or product. Any opinion or assumption may contain elements of subjective judgment 
and are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by Forstrong of any future action or performance. Neither 
Forstrong nor any of its affiliates, businesses, or representatives make any representation or warranty, express or implied, as to the accuracy, reliability, completeness, 
appropriateness, or sufficiency for any purpose of any information contained herein. Forstrong and its affiliates and related entities disclaim any and all liability 
relating to the information herein, including, without limitation, any express or implied representations or warranties for, statements contained in, and omissions 
from, the information. Forstrong and its affiliates and related entities are not liable for any errors or omissions in any information herein or for any loss or damage 
suffered, whether direct or consequential, resulting from the use of these materials.

The information contained in these materials is strictly for general illustrative, educational, or informational purposes, and is not intended to provide legal, investment, 
accounting, or tax advice, and should not be relied upon in that regard. These materials contain information and views as of the date indicated and such information 
and views are subject to change at any time without notice, based upon market and other conditions, and Forstrong disclaims any and all responsibility to update 
such information and views. These views are not and may not be relied upon as investment advice. Any opinion or assumption may contain elements of subjective 
judgment and are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by Forstrong of any future action or performance. 
Neither Forstrong nor any of its affiliates, businesses, or representatives make any representation or warranty, express or implied, as to the accuracy, reliability, 
completeness, appropriateness, or sufficiency for any purpose of any information contained herein. Forstrong and its affiliates and related entities disclaim any and 
all liability relating to the information herein, including, without limitation, any express or implied representations or warranties for, statements contained in, and 
omissions from, the information. Forstrong and its affiliates and related entities are not liable for any errors or omissions in any information herein or for any loss or 
damage suffered, whether direct or consequential, resulting from the use of these materials.

Any specific companies, issuers, funds, ETFs, or indices mentioned are for illustrative or educational purposes only and are not and shall not be deemed to be a 
recommendation to buy or sell any securities. Any companies, issuers, funds, or ETFs mentioned do not necessarily represent current or future holdings of any 
Forstrong funds or products. Any strategies discussed are strictly for illustrative and educational purposes and are not a recommendation, offer, or solicitation to buy 
or sell any securities or to adopt any investment strategy. There is no guarantee that any strategies discussed will be effective.

Commissions, fees, and expenses may be associated with investments in Forstrong funds, ETFs, and/or other investment products. Please read a fund’s offering 
memorandum or ETF’s prospectus, as applicable, which contains detailed information, and speak to an advisor before investing. Funds and ETFs are not guaranteed, 
their values change frequently, and investors may experience a gain or loss. Past performance may not be repeated.

Certain statements in these materials may contain forward-looking statements or forward-looking information that are predictive in nature and may include words 
such as “expects”, “anticipates”, “intends”, “plans”, believes”, “estimates”, and similar forward-looking expressions or negative versions thereof. Such forward-looking 
statements are based on current expectations and projections about future general economic, political, and other relevant market factors, such as interest, and 
assuming no changes to applicable tax or other laws or regulations. Expectations and projections about future events are inherently subject to, among other things, risks 
and uncertainties, some of which may be unforeseeable and, accordingly, may prove to be incorrect at a future date. Forward-looking statements are not guarantees 
of future performance, and actual events could differ materially from those expressed or implied in any forward-looking statements. A number of important factors 
can contribute to these differences, including, but not limited to, general economic, political, and market factors in Canada and internationally, interest and foreign 
exchange rates, global equity and capital markets, business competition, and catastrophic events. You should avoid placing any undue reliance on forward-looking 
statements. Past performance is no indicator of future performance and the materials are not intended to forecast or predict future events. Forstrong disclaims any and 
all responsibility to update any forward-looking statements, whether as a result of new information, future events, or otherwise, except as specifically required by law.

The information contained herein is presented solely for illustrative purposes and should not be construed as a forecast or projection. While some information used 
herein has been obtained from various published and unpublished third-party sources considered to be reliable, such information has not been independently verified 
by Forstrong (and Forstrong disclaims any obligation to verify) and Forstrong does not guarantee its accuracy or completeness and accepts no liability for any loss or 
damage suffered, whether direct or consequential, resulting from its use. It should be noted that data provided may be approximate numbers.

Forstrong Global® and the Forstrong Global® logo are trademarks or registered trademarks of Forstrong Global Asset Management Inc. in Canada.
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