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Global equity markets have pushed higher
through a turbulent stretch this year. However,
the investment case is becoming more two-sided.
Determining what is “in the price” already (and
whatisn’t) has become difficult to delineate during
a period of rapid change. Investor complacency
also remains in focus. Are the risks accumulating
beneath the surface receiving the scrutiny they
deserve?

Core inflation has proven more persistent than
central bank models anticipated. The impact
of the energy price spike has broadened out,
particularly in the US, while services inflation has
remained sticky. Per our most recent Strategy
Dashboard, the result has been a hawkish pivotin
central bank communications that few had priced
in at the start of the year. Bond yields are grinding
higher, compressing the equity risk premium. That
adjustment may have further to run.

Within equities, concentration risk has reached
uncomfortable levels. The Al investment cycle now
feeding the largest index constituents has become
increasingly circular. When the same ecosystem
funds, buys from, lends to and capitalizes itself,
reported demand can look more durable than it
actually is. That does not mean the Al buildout
is impaired, but it does mean investors should
distinguish monetization from capex recycling.
Massive capital expenditure commitments are
also transforming previously asset-light business
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models into asset-heavy ones, with valuation
implications the market has not fully absorbed.

Geopolitical risk has not been resolved; it has
been deferred. The Iran ceasefire is fragile and
underlying tensions remain. USMCA renegotiations
are approaching, tariff threats continue to
circulate, and the current administration has
demonstrated both the willingness and the
capacity to deploy trade policy as leverage. These
are not tail risks. They are recurring features of the
current environment.

But the fundamental case supporting risk assets
is not illusory. It is grounded in real earnings
growth, public and private investment cycles, and
an expanding list of economies showing genuine
momentum.

The Al infrastructure buildout remains one of the
most powerful demand drivers in global capital
markets. Despite the aforementioned circularity
risks, hyperscaler capital expenditures show no
sign of moderating. The resulting demand for data
centre construction, semiconductors and power
infrastructure is creating durable tailwinds across
industrials, utilities, and materials. Fiscal spending
is reinforcing the picture, with defence, industrial
policy and infrastructure initiatives across Europe
and North America adding a capital-intensive,
reflationary impulse that compounds rather than
simply adds to growth.


https://forstrong.com/strategy-dashboard/rate-expectations/
https://forstrong.com/strategy-dashboard/rate-expectations/
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The European recovery deserves particular
attention. Growth indicators are firming broadly
as credit growth feeds into domestic demand, new
orders are on the rise, and earnings estimates are
being revised higher across markets that were
largely written off in recent years. The reopening
of the Strait of Hormuz has unwound much of
the oil price spike that defined the spring quarter,
decreasing risks to Europe and other regions heavily
reliant on energy imports. The US labour market and
consumer have held up through all of it, while recent
quarterly earnings reports showed broad-based

Cash and Currencies

Raising cash levels
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revenue growth and margin performance continuing
to surprise to the upside.

While cognizant of accumulating risks, we do not
believe a reduction in equity exposure is warranted
at this juncture. The structural drivers of this cycle
are not exhausted and economic momentum
remains firmly intact. But hedges against inflation
and geopolitical volatility remain critical; keeping
portfolios positioned to capture upside while
managing the volatility that is unlikely to go away
anytime soon.

+ We remain invested with a view of continuing resilient global growth, despite a challenging geopolitical

environment and renewed inflationary pressure.

« However, downside risks are elevated, as higher interest rates impact consumers and businesses, while

global central banks are forced to adjust monetary policy settings.

« We have increased cash and equivalents exposure this quarter.

Global Equities

Trimming European equity exposure

« European equity earnings should remain well-supported by a nascent growth recovery across the

continent.

+ However, the energy price spike and a hawkish-leaning European Central Bank present near-term risks

to the economic momentum.

« We have trimmed our exposure to European equities this quarter.
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Global Fixed Income

Adding short-term US Treasury Inflation-Protected Securities (TIPS)

Recent labour market trends point to a firming US economy, while rising headline inflation appears to be
broadening out to “core” price inputs.

While incoming Fed Chair Kevin Warsh has a hawkish reputation, he will face considerable political pressure

to steer the Federal Open Market Committee away from aggressive interest rate hikes.

We have initiated short-term TIPS exposure to hedge against inflation risk this quarter.

Trimming emerging markets sovereign debt exposure

We continue to like local currency emerging markets (EM) sovereign bonds for their high yield, diversification

benefits and strong underlying fundamentals.

However, with an inflationary resurgence in developed and emerging markets alike, EM monetary policy
tailwinds have receded; weakening the investment case at the margin.

We have trimmed our exposure to local currency emerging markets sovereign bonds this quarter.

Opportunity Investment Highlights

Initiating Taiwanese equities; liquidating Chinese internet equities

Chinese internet equities have come under pressure as investors have become increasingly focused on the
monetization challenges facing the Chinese “hyperscaler” technology platforms and the sustainability of
their artificial intelligence investment spending.

Demand for Taiwan’s world-leading semiconductor exports should continue to thrive with global data
centre investment accelerating and persistent supply constraints for leading-edge chips.

We have liquidated our exposure to Chinese internet equities and initiated exposure to Taiwanese equities
in balanced and growth-oriented strategies this quarter.

Increasing copper miner equity exposure; liquidating Indian equities

Indian stocks have seen an exodus of foreign investor capital of late and are susceptible to further disruption
from Al in the near-term.

Conversely, we viewed a recent pullback in copper mining equities as an opportunity to add to a position
well-supported by durable global demand trends for the foreseeable future.

We have liquidated our position in Indian equities in growth-oriented strategies and added to our exposure
to copper mining equities in balanced and growth-oriented strategies this quarter.
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Versus Benchmark Changes from

INVESTMENT STANCE .
Under Neutral & over previous quarter

NET GLOBAL ASSET MIX

Cash Increased
Total Equity Increased
Total Fixed Income 0 Decreased
Commodities Unchanged
CANADA INVESTMENTS | | |

Bonds Unchanged
Stocks Unchanged
U.S. INVESTMENTS | | |

Bonds Unchanged
Stocks Unchanged
INTERNATIONAL INVESTMENTS | | ]

Bonds 0 Decreased

Stocks Increased
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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 orimplied 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
theinformation herein, including, without limitation, any express orimplied 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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