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7 US mega-caps accounted for 50% of global market cap growth last year
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DeepSeek & Destroy

In the 2025 iteration of our annual Super Trends outlook, 
our investment team forecast an increasingly competitive 
landscape for today’s leaders in artificial intelligence (AI). 
While this prediction was meant to play out over the course 
of 2025 and beyond, the recent release of DeepSeek’s R1 
model has heightened global AI competition and we’re 
not even one full month into the year! With a significant 
market reaction, we explore why the DeepSeek news 
is an important milestone and how it will impact the AI 
landscape.

Almost everything about DeepSeek’s model is disruptive. 
The “Chat GPT-like” large language model (LLM) is robust, 
open source, created by a Chinese startup and cost a 
fraction of what its US competitors spent to develop 
(the company claims it spent only $USD5.6 million on its 
base model). This challenges numerous well-entrenched 
assumptions about the AI field. Investors must reassess the 
US’ perceived dominance in AI, the efficacy of the massive 
AI-related investments US companies made in recent 

years, and the need for cutting edge AI chips (as sales of 
such chips to China have effectively been prohibited in 
recent years). On the last point, one must also question 
whether Chinese companies have been able to skirt US 
sanctions and acquire state of the art semiconductors.

Comparisons are being drawn to the launch of the 
Sputnik 1 satellite by the Soviet Union in 1957, in which 
the assumed technological and scientific gap between the 
US and the Soviets was flipped on its head. This may be a 
bit hyperbolic, particularly as the output and performance 
of the R1 model is comparable to its US LLM peers, not 
ahead by leaps and bounds. But the efficiency gains, 
both in development and ongoing operation, appear to 
be significant.

The decision to keep the R1 model open source is arguably 
the most impactful facet of the DeepSeek story. With the 
ongoing TikTok banning saga playing out in the US and 
general distrust of Chinese technology amongst Western 
nations, the rise of a Chinese competitor in AI would 

https://forstrong.com/super-trends/2025-fifty-shades-of-greatness/#ST3
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otherwise likely be met with a healthy dose of skepticism. 
Open source code can be used, modified or built upon at 
no cost. This means that the barriers to entry industry-
wide just gapped lower. This is bad news for companies 
that have already made considerable investments in the 
space and the incumbent market leaders. Conversely, 
this is fantastic news for new entrants and end users, as 
a more level playing field should drive down costs, spur 
innovation and allow for greater customization.

The big question for investors is whether this marks a 
turning point in the performance of US mega-cap stocks, 
which have been viewed as the AI “winners” thus far. 
Global equity returns have been highly concentrated in a 
small number of these behemoths. Per the chart below, 
half of the increase in global market capitalization last 
year was attributable to the US Magnificent 7 stocks. A 
disorderly unwinding of this recent performance would 

likely have severe consequences for global equities as a 
whole, considering the companies’ heft in major indices 
and cult-like investor following. 

But a more competitive AI landscape does not necessitate 
such a dire outcome. Major bear markets tend to 
coincide with economic recessions, which we view as 
very unlikely in the coming quarters. Instead, we believe 
a shift in market leadership is likely afoot, with other 
sectors and regions taking the baton. This would be a 
much healthier scenario for financial markets, as the 
extreme lack of market breadth witnessed in recent 
years exposes investors to outsized idiosyncratic risks 
and is unsustainable over the longer-term. Accordingly, 
a broadening bull market (also described in our Super 
Trends outlook) remains a key tenet of our investment 
approach.

Global Strategy Overview

Cash
Falling short-term Canadian yields continue to weigh on 
the attractiveness of holding excess cash. Hedges against 
equity risk are still well-warranted, but we have opted to 
initiate a position in gold bullion (see below) rather than 
increase cash holdings. Cash remains below benchmark 
in client portfolios.

Bonds
A combination of easing monetary policy from most 
major central banks and resilient growth should lead to 
a steepening yield curve for global bonds. With minimal 
(if any) additional yield to compensate for taking on the 
additional interest rate risk of longer-term bonds, we see 
little reason to extend duration. Overweight exposure to 
short-term bonds (below benchmark duration) remains a 
key facet of our fixed income approach this quarter.

Equities
Global equity earnings should be well supported by 
continued growth momentum, easing monetary policy 
and firming global trade. However, after a period of rapid 
gains since the US presidential election, a “cooling off” 
phase is likely as markets reduce expectations for future 
US Fed rate cuts. Equity exposure remains overweight but 
has been modestly decreased this quarter.

Opportunities
We have elected to take profits on gold miner equities, 
following a run of exceptionally strong performance last 
year. We continue to like gold as a portfolio hedge against 
equity and geopolitical risk. Viewed in this context, gold 
bullion should provide a more effective hedge than gold 
equities, which necessitated a switch between the two 
asset classes this quarter.

https://forstrong.com/super-trends/2025-fifty-shades-of-greatness/#ST5
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Forstrong Strategies Inception 
Date 1 Month Ytd 1 Year 3 Year 5 Year 10 Years Since 

Inception

Balanced

Global Income 30/06/08 -0.31% 10.25% 10.25% 3.88% 4.14% 5.53% 7.20%

Global Balanced 30/06/03 -1.08% 11.66% 11.66% 3.95% 5.89% 6.77% 7.01%

Global Growth 30/06/03 -1.72% 14.78% 14.78% 4.90% 7.72% 8.35% 8.25%

Canadian Income 30/06/08 -0.26% 9.52% 9.52% 3.60% 4.25% 4.85% 6.22%

Canadian Balanced 30/06/03 -1.28% 11.22% 11.22% 4.63% 6.30% 6.32% 7.07%

Canadian Growth 30/06/03 -2.02% 14.46% 14.46% 5.22% 7.88% 7.56% 8.10%

Global Equity

Emerging Markets Equity 31/01/19 0.41% 8.26% 8.26% 1.03% 2.66% NA 2.81%

Global Ex-North America Equity 31/12/19 -0.26% 9.46% 9.46% 3.77% 4.97% NA 4.97%

Alternative Income

High Income Opportunities 30/06/22 0.43% 6.98% 6.98% NA NA NA 10.51%

* Performance as of December 31st, 2024 
   Please read the important disclosures under disclaimers.
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Disclaimers:
Nothing herein is or shall be deemed to constitute investment, research, tax, financial, or legal advice, nor an opinion or recommendation regarding any products, strategies, 
or any security in particular or the appropriateness of any investment. Nothing contained in these materials is, or should be construed or used as, an offer, a solicitation 
of an offer, or an invitation to buy or sell any security, investment, fund, or financial product or instrument, or an endorsement, recommendation, or sponsorship of any 
entity or security cited or to adopt any particular investment or portfolio strategy. This material contains general information only and does not have regard to the specific 
investment objectives, financial situation, risk profile, or the particular needs of any specific person who may receive these materials. These materials are not intended 
for distribution in any jurisdiction where such distribution would be contrary to law. It is your responsibility to inform yourself of, and to observe, all applicable laws and 
regulations of your relevant jurisdiction. Unless we provide express prior written consent, no part of these materials should be reproduced, distributed, or communicated 
to anyone else. The information herein does not provide a sufficient basis for an investment decision and Forstrong Global Asset Management Inc. (“Forstrong”) makes no 
representation as to the suitability of any investment described herein. Investors should assess as to whether the information is appropriate in their individual circumstances 
and should consult with their own investment, tax, financial, and legal advisors before making any investment decisions. Investors should also carefully consider any 
risks involved. Forstrong does not hold itself out to be an advisor in these circumstances, nor do any of its representatives have the authority to do so. Unless otherwise 
indicated, all monetary figures are expressed in Canadian dollars. Investing involves risk, including possible loss of principal.

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. 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 index returns are shown for illustrative or informational purposes only. Indexes are unmanaged, and index performance does not include the impact of fees, 
commissions, and transaction costs and expenses that would be payable by investors in investment products that seek to track an index. Such costs would lower 
performance. It is not possible to invest directly in an index. Past performance does not guarantee future results. Index performance does not represent actual fund 
performance.

These performance statistics represent the results of Forstrong’s hypothetical model performance data for the relevant time period, which are calculated from the 
application of proprietary investment strategies as set by Forstrong’s Investment Committee. These performance statistics do NOT reflect the performance of any actual 
Forstrong fund, product, or account. Model performance results have inherent risks and limitations because they are hypothetical and do not represent actual trading and 
do not reflect the deduction of any fees or expenses except as specifically noted below. As a result, the performance results reflected herein are estimates only and may 
be based on incomplete information. Actual performance of any portfolio, fund, or account following similar strategies may vary materially from the performance shown 
herein, including, but not limited to, due to client-specific portfolio differences with respect to size, inflow/outflow history, inception dates, market conditions, and/or other 
factors. Performance numbers do not reflect any trading or transaction costs, taxes, and management and advisor fees that would be associated with actual management 



 GLOBAL ASSET MIX APPROACH
 Strategy Dashboard: Q1 - January 2025

of and trades made for a fund or account. Such costs would lower performance, including as a result of compounding. The performance data of the underlying portfolio 
investments, comprised of third party ETFs, are net of the total expense ratios of such ETFs. The performance returns assume reinvestment of all dividends and/or other 
earnings. The trading prices for securities in the model may differ from trading prices in actual clients’ portfolios. Forstrong may not have been actually able to trade at the 
price used for a given security in the model portfolio. Any expenses deducted are estimates only and may or may not be the same as those attained in an actual portfolio.

Performance results assume model portfolios to be fully invested in securities, while actual client accounts may hold excess cash for liquidity purposes. Therefore, the 
model may have better results than actual results in rising markets and poorer results in falling markets All statistics and results presented are unaudited. Past investment 
results provide no indication of future performance. Future returns are dependent on the general financial investment environment, the nature of the strategy mandate, 
and active investment strategies and risks. Returns for periods over one year are annualized. The data used to calculate model performance was obtained from sources 
deemed reliable and then organized and presented by Forstrong. However, 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. Unless otherwise indicated, all performance data is calculated and presented in Canadian dollars.

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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