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Economic expansions, recessions and transition 
periods come in all shapes and sizes. For example, 
many people are familiar with V-shaped recoveries 
and L-shaped slogs. But now the financial news 
media is abuzz about K-shaped economies. The 
upper stroke of the K represents those riding 
policy tailwinds, asset booms and technological 
revolutions. The lower stroke is everyone else left 
behind: lower-income workers, small businesses 
and sectors still reliant on old-fashioned face-to-
face interaction (hospitality, travel, retail and the 
like). 

In the US, no statistic captures the mood of the 
lower K better than the recent University of 
Michigan survey showing that nearly a quarter of 
US consumers expect to lose their job over the next 
five years — a 99th percentile reading going back 
to when this data was first gathered in 1997. 

People are enormously insecure about their jobs, 
yet stock markets keep clocking fresh all-time 
highs. Why are markets so emboldened in a world 
offering so many reasons not to be? It’s puzzling, 
but one reason is that the mantra of the K-shapers 
is that “the stock market is not the economy.” 

Of course, K shapes and other incongruities 
cannot continue forever. Looking ahead into 
2026, 3 scenarios stand out: continued K-shaped 
divergence (sustainable for only so long), a 
recession affecting even top performers (causing a 

stock market downturn), or an economic rebound 
that lifts Main Street too. For a deeper dive, please 
see our recent Ask Forstrong: What’s So Special 
About The K-Shaped Economy?

This is undoubtedly tricky terrain. K shapes and 
contradictions are everywhere. Trump’s policy 
agenda appears to be simultaneously jarring and 
oddly inconsequential. The Eurozone’s periphery 
once was viewed as a perpetual laggard and now 
it’s leading the charge. The tech sector was once 
celebrated for its capex-light business model. 
That’s now gone into reverse. Markets feel euphoric 
yet uneasy — a bull market that constantly looks 
over its own shoulder. It’s an environment ripe for 
error.

What is likely to be the deciding factor? Our 
vote would be the shift from monetary easing to 
fiscal expansion. In recent years, the former has 
arguably been more effective at inflating asset 
prices while the latter has done a better job of 
stimulating the real economy (the lower K). With 
major government spending initiatives set to take 
effect in 2026, the ominous signal from the lower 
K should start to abate.

https://forstrong.com/ask-forstrong/whats-so-special-about-the-k-shaped-economy/
https://forstrong.com/ask-forstrong/whats-so-special-about-the-k-shaped-economy/
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Global Equities
Maintaining overweight equity positioning

•	 Fiscal stimulus from numerous major economies is the key variable heading into 2026, as a reflationary 
environment should support corporate earnings.

•	 However, the strong performance of global equity markets this year has outpaced fundamentals, causing 
a deterioration in valuation multiples and elevated downside risk.

•	 We remain moderately overweight equity exposure in client portfolios. 

Liquidating US bank equities

•	 US bank equities have been the beneficiaries of a resilient US economy, reduced regulatory uncertainty 
following the Silicon Valley Bank collapse and a pivot towards deregulation under the Trump 
administration.

•	 However, following 2 years of strong performance, valuations have deteriorated, a shaky labour market 
has raised questions about US consumer health and warning signs are emerging from private credit 
exposure.

•	 We have elected to take profits on US bank equities and invest the proceeds back into “core” broad 
market US equity positions this quarter.

Cash and Currencies

Cash and gold bullion as stabilizers

•	 The US dollar has depreciated against most major currencies this year, defying expectations that US-
initiated tariffs on major trading partners would have the opposite effect.

•	 If an inflection point has been reached, the US dollar has considerable downside risk as it remains 
overvalued according to conventional metrics such as real effective exchange rates.

•	 A partial Canadian dollar hedge on US assets has been increased in client portfolios. 

Global Fixed Income
Staying modestly underweight fixed income

•	 Global fixed income markets are light on attractive opportunities, as relatively flat yield curves caution against 
taking duration risk, while tight credit spreads weigh on corporate bond upside potential.

•	 Widening fiscal deficits will likely not help matters, from both a quality and net issuance perspective.

•	 Fixed income exposure remains modestly underweight this quarter.
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Increasing EM debt overweight

•	 Local currency EM sovereign bonds have numerous tailwinds, including much higher real interest 
rates than comparable developed market bonds, benign inflationary pressure in most nations and 
the return of foreign investor flows after a multi-year exodus.

•	 Additionally, US Federal Reserve rate cuts and US dollar weakness provide a greater degree of 
monetary policy flexibility for EM central banks.

•	 EM debt exposure remains overweight and has been modestly increased this quarter.

Opportunity Investment Highlights
Initiating copper miner equities

•	 Copper prices should be supported by a multitude of factors including a weakening US dollar, electrical 
grid enhancements, data center demand, electric vehicle proliferation and a reflationary environment 
underpinned by fiscal expansion in major nations worldwide.

•	 Accordingly, copper mining companies should be the beneficiaries of continued M&A activity, rising 
earnings and increasing flexibility in deploying free cash flow (capex, buybacks, dividends, etc.)

•	 We have initiated a position in global copper miner equities in balanced and growth-oriented strategies 
this quarter. 
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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 all 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 
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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.

The allocation information shown above is for general informational purposes only and is intended to provide only a summary overview 
of Forstrong’s historical allocation methodologies over the indicated periods shown above.  The above information is not meant to 
illustrate specific allocations or exposures within any particular Forstrong fund or product, including Forstrong exchange-traded funds 
(ETFs).  The above information is historical in nature only and is not indicative of future results or actions.  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.  Graphs 
and charts are used for illustrative purposes only.  The information, analysis, and opinions expressed herein are for general information 
only and are not intended to provide specific advice or recommendations for any individual or entity.

Commissions, fees, and expenses all 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. The indicated rates of return are the historical annual compounded total returns including changes in unit value 
and reinvestment of all distributions and do not take into account sales, redemption, distribution or optional charges or income taxes 
payable by any securityholder that would have reduced returns. Funds and ETFs are not guaranteed, their values change frequently, 
and investors may experience a gain or loss.  Past performance may not be repeated. 

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. 
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