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WALKING THE TIGHTROPE - NAVIGATING GROWTH CONCERNS

AND Al OPTIMISM

Markets are experiencing a powerful convergence
of Al-driven growth and evolving central bank
policies, with scenarios ranging from a soft landing
with managed disinflation to more challenging
outcomes like stagflation or increased market
concentration. Understanding this tension is crucial
for positioning your portfolio effectively.

THE GROWTH DILEMMA

While pro-business policies are fueling optimism,
particularly regarding Corporate America and US
assets, the unpredictability of policy changes has
many market observers on edge. The economic
data tells a nuanced story: growth is moderating
but not collapsing, inflation is cooling but remains
somewhat sticky, and consumer spending shows
resilience despite stretched household budgets.

The personal savings rate stands at just 4.4%
as of July 2025, significantly below historical norms,
suggesting that many households have less cushion
to weather economic uncertainty. This creates
vulnerability if growth slows more than expected or
if unexpected shocks emerge.

Yet here is what makes 2025 different: traditional
recessionary signals have not fully materialized.
Employment remains relatively strong, corporate
balance sheets are generally healthy, and consumer
sentiment, while cautious, has not collapsed. We are
in a “neither here nor there” economic moment that
requires portfolio flexibility.

THE Al REVOLUTION’S FINANCIAL

IMPACT

On the other side of the tightrope sits artificial
intelligence, the most significant technological
shift since the internet's commercialization. Nvidia’s
2024 revenue surged 114% to $130.5 billion, driven
by explosive data center demand, and the company
briefly became the first to reach a $4 trillion market
capitalization. This is not just about one company;
it represents a fundamental reshaping of how
businesses operate.

Al adoption is progressing rapidly across every
sector, with 2025 bringing significant advancements
in quality, accuracy, capability, and automation that
compound on each other. Companies successfully
integrating Al are seeing 20-30% productivity gains,
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faster time-to-market, and revenue acceleration, the kind
of operational improvements that translate directly to
earnings growth.

However, this rally comes with significant market
concentration risk, as Al is driving unprecedented highs
in major indices but remains concentrated in just a
few tech giants. The top seven technology companies
now represent an outsized portion of S&P 500 market
capitalization, creating vulnerability if sentiment shifts or
if Al monetization disappoints expectations.

PORTFOLIO IMPLICATIONS: STRESS
TESTING YOUR STRATEGY

Given this environment, here is what you should be
doing:

e Diversify Beyond the Magnificent Seven.

If your portfolio is heavily weighted toward the largest
tech names, you are exposed to both valuation risk
and concentration risk. Consider broadening into mid-
cap technology companies, international markets, and
sectors that benefit from Al infrastructure buildout,
including energy, utilities, and industrial companies
supporting data center expansion.

e EXPERIENCE -

* Build Scenario-Based Allocations.

Your portfolio should work reasonably well in multiple
outcomes. In a scenario where economic growth
moderates significantly, high-quality bonds, dividend-
paying stocks, and defensive sectors like healthcare and
consumer staples provide stability. In a scenario where
Al upside continues driving earnings, maintaining
exposure to technology and innovative companies
remains crucial. The key is balance—not binary bets.

Rebalance with Discipline.

Wall Street strategists are predicting the tech-driven
rally will broaden, potentially boosting mid- and small-
cap equities. When certain positions become outsized
due to appreciation, rebalancing forces you to take
profits from winners and redeploy to areas with better
risk-reward profiles. This disciplined approach is
especially valuable when valuations are elevated.

e Gonsider Income Strategies in a Cooling Inflation
Environment.
With inflation moderating and rates potentially
declining, high-quality bonds are becoming more
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attractive. Bond ladders—staggering maturity
dates across several years—can provide stable
income while managing reinvestment risk. Selective
corporate credit, particularly investment-grade
bonds from companies with strong fundamentals,
offers yield pickup over Treasuries without excessive
risk.

e Access Structural Growth Themes with Policy
Awareness.
The buildout of Al infrastructure requires massive
power generation capacity and energy resources.
Companies involved in renewable energy, electrical
grid modernization, and data center infrastructure
may benefit from these long-term trends. However,
remain aware that policy changes can impact these
sectors significantly.

WALKING THE TIGHTROPE AHEAD

We are navigating a market environment where
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“Invest ﬁ)r the /anﬂ
haul. Don'’t ﬂet too
ﬂreeﬂ{q and don’t ﬂet

too scared.”

- SHELBY M.C. DAVIS

pessimism about growth and optimism about Al
driven transformation coexist. Neither extreme is likely
to be entirely correct. The winners will be investors
who maintain diversification, rebalance regularly, and
avoid the temptation to make all-or nothing bets on
either scenario.

Your portfolio should be a Swiss Army knife,
not a single-purpose tool. Build resilience through
thoughtful asset allocation, maintain discipline
through market volatility, and remember that the best
investment strategy is one you can stick with through
multiple market environments.

WE HOPE YOU AND YOUR FAMILIES ARE ENJOYING A BEAUTIFUL FALL!




