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“The four most dangerous words in investing are:
“This time it’s different.”” ~ Sir John Templeton

The third quarter of 2025 closed with a broad-based
rally across North American equities, underpinned
by an inflection toward easier policy and a resilient
U.S. economy. In the United States, the S&P 500
delivered strong quarter and year to date returns in
a broad-based increase as rate expectations eased,
and earnings met or surpassed consensus estimates.
This equity strength arrived alongside the Federal
Reserve’s September 17 decision to cut the policy
rate by 25 bps—to a 4.00%-4.25% target range—and
a signal that the Committee would proceed meeting-
by-meeting given softer hiring and a cooler labor
backdrop.

Canada’s equity market decisively outpaced the
U.S. in the third quarter. The S&P/TSX Composite
was boosted by a powerful rise in precious metals.
Financials also rallied as domestic interest rates fell.
The Bank of Canada reduced interest rates twenty-
five basis points to 2.50% on September 17, explicitly



citing slower activity and contained
inflation. Canadian economic data
pointed to a weakening economy with
real GDP contracting in the second
quarter and unemployment levels
remaining elevated.

In our view, broad based equity
valuations are now in speculative
territory in both Canada and the U.S.
In Canada, the rise in equities has
been largely due to precious metals; in
particular, gold. Gold is traditionally
seen as a hedge against inflation and
economic instability. At over $4,000
USD per ounce the price of gold is
now at all time highs. Ironically, the
rise in gold prices is intellectually
inconsistent with the aforementioned
jump in broad based equities. Gold
rises in times of economic, financial,
and political uncertainty. Unlike the
current environment, these risks
typically weigh on share prices.

The American market has been driven
by the excitement and promise of
Artificial intelligence (AI). Investors
believe that AI will create both an
investment and productivity boom.
Along with the prospect of declining
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interest rates, investors’ optimism has
reachedlevels seeninother speculative
bubbles.Chart1indicatesthevaluation
of U.S. equities relative to historical
norms. The rush into AI has become
the single driving force of equities, and
that is precisely why it is dangerous.
Market leadership is extraordinarily
concentrated in a handful of platforms
and their supply chain; passive and
derivatives flows then funnel ever more
capital into the same names as they
outperform, tightening the feedback
loop. The largest five stocks — Nvidia,
Microsoft, Apple,Alphabetand Amazon
— make up twenty per cent of the MSCI
World Index!. The concentrationiseven
higher in the S&P 500 with the top five
names comprising 26.63% of its value.
At the same time, an unprecedented
capex super-cycle—hundreds of billions
annually on chips, servers, data
centers, and power—presumes a speed
and scale of monetization that remains
unproven. The result is a very risky
situation;extraordinarymultiplesbuilt
on extraordinary growth assumptions
that rely on all factors perfectly and
simultaneously aligning.

When a narrative this dominant
stumbles, the consequences and losses
can be staggering. The dot-com bust
erased the better part of five trillion
dollars and took the Nasdaq down
nearly eighty percent from peak to
trough; Japan’s post-1989 deflationary
bear market vaporized decades of
gains and crypto’s 2021-22 deflation
chopped more than two trillion off a
three-trillion peak in short order. The
table below shows the stark reality.
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Episode Excess indicator Peak-to-trough Loss scale Why it rhymes today
Nifty Fifty Multiple ~-45% Trillions Quality at any price —
(early-1970s) concentration in (today’s duration mis-pricing
“one-decision” dollars)
stocks
Japan Asset-price/credit ~-60% Multi-trillion Feedback loops
(late-1980s) co-boom (equities) between valuations
and credit
Dot-com Revenue-less -78% (Nasdaq) Multi-trillion Network effects real,
(1999-2002) growth + but cash flows distant
retail /institutional
frenzy
Crypto (2021- Leverage + -70-90% Hundreds of Reflexive flows; weak
2022) cross-platform (many coins) billions fundamental anchors
liquidity
Today AI’s influence 1is larger, - Physical constraints: power,

more index-integrated, and far more
interconnected with the real-economy
than any of the financial eras listed
above. Even modest declines would
cause significant losses. For example, a
20% decline would already imply several
trillions of market value at risk, likely
absorbed with modest spillovers to the
broader index. A more classic drop of 40—
50% creates losses of high single-digit to
low-teens trillions and would drag broad
benchmarks into a cyclical bear market
while tightening credit conditions. A
prickingofthe Albubblecould potentially
cause losses far greater than listed in
the above table, simply because today’s
starting scale and ownership breadth are
far greater.

All bubbles end painfully. The following
list provides some possible reasons:

- ROI reality: project-level returns
arrive slower than anticipated.

- Adoption pace: revenue ramps normalize
vs. expected explosive growth.
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permitting, and skilled-labour
bottlenecks delay deployments.

- Policy tension: export controls,
tariffs, privacy/sovereignty rules
raise costs or shrink market size.

It has been our experience, that the
timing and cause of a bubble bursting are
unknowable and unpredictable. What we
can repeat with confidence is Canadian
comedian, Russell Peterson’s line,
“Somebody’s gonna get hurt real bad.”

Optimism has spread across all
markets. Tofurtherincreaserisk, there
has been substantial flows into crypto
currencies and private credit. In many
cases, leveraged investment vehicles
havebeen createdtoinvestinthese new
asset classes. This leverage increases
the risk of a systemic contagion.

Investments in crypto currencies are
particularly troublesome. The risk
is twofold. First, a sharp fall in price
can impact profitability via miners,
exchanges, and chip suppliers that
have explicitly relied on crypto



demand. Second, the crypto market
is now a popular retail investment. A
run on leveraged “crypto funds” can
spill into broader markets as investors
rebalance to cover margin calls and
lossespreciselywhen Al-linked equities
are priced for perfection.

The quieter, slower-moving threat is
private credit. The last decade has seen
the evolution of a non-bank lending
complex with increasingly optimistic
underwriting at the margin. The
surface statistical metrics of private
credit, highyields, low historical losses
and stable net asset values can mask
latent cyclicality. Loss recognition is
delayed by “soft covenants” and sponsor
support that works—until it doesn’t.
As Warren Buffet has said: “You only
know who is swimming naked when the
tide goes out.”

Banks have built up large, opaque links
to the “shadow banking” world—hedge
funds, private-credit lenders, and other
non-bank financial institutions—
amounting to about $4.5 trillion of
exposure in the U.S. and Europe. That
is material both in absolute terms and
relative to capital: a significant share of
total banking assets sits at institutions
whose non-bank exposures exceed
their tier-one capital, with a few banks
reportedly running exposures several
times larger than their core capital.

Iffunding marketstightenor Non-Bank
Financial Institutions face margin
calls and forced deleveraging, losses
can transmit back into the regulated
system through counterparty lines,
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financing facilities, and derivatives.
Hotspots include fast-growing private
credit, levered hedge-funds and retail
structures with liquidity mismatches.
The concentration of these exposures
at specific banks raises risks that could
result in a contagion and systemic risk.

Despite the current risks, your
portfolioscontinuetobewellpositioned
for current market conditions. As
always, our focus is on the preservation
of capital and compounding your
wealth over a full cycle. We do not have
exposure to highly valued equities;
our cash balances provide a store
of wealth should markets become
volatile and our portfolio’s overall
characteristics compare favourably to
major benchmarks such as the S&P 500
index and S&P/TSX Composite index.

Thank you for your continued trust
and confidence.

Vito Maida



