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Keep Calm and Carry On

The Edmonton Oilers began the 2025 Stanley Cup Playoffs with a whimper, losing
their first two games to the Los Angeles Kings and falling behind 0-2 in the series.
They had given up 12 goals, their starting goalie had lost the net and they did

not have two of their top defensemen. Yet, in the face of that adversity, the Oilers
remained composed. “It’s not an ideal situation, but there is certainly no panic,”
said Qilers head coach Kris Knoblauch, before the Oilers stormed back to win

the series, on their way to the Stanley Cup final.

“Not ideal, but no panic” - that has proven to be sagely advice for hockey players
and investors alike. Consider that, in just the past 60 days, we have seen an
escalation and then de-escalation in trade tensions. Trump threatened to replace
Fed Chair Powell, then backed off after market jitters and a “Sell America” trade
began developing. Equity markets declined approximately 20% but then reclaimed
all of the lost ground. U.S. recession odds went from unlikely to likely, then back to
less likely (but possible). Long-term bond yields made multi-year highs, as did gold.
U.S. Treasuries lost their last AAA rating. In a single year, this would be a dizzying
amount of market-moving events to navigate, much less for a span of two months.

FIGURE 1: U.S. RECESSION ODDS IN 2025
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Amid such confusion, we believe it is imperative to take a disciplined approach.
After all, in this environment, the market is constantly oscillating between being
dominated by either fear or greed - as such, it is helpful for investors to take an
objective and systematic approach when thinking about their portfolios. Indeed,
on the next page is a playbook that investors might follow.
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Don’t Panic - Keep calm and carry on. In an environment where policy has been changing daily (sometimes hourly), it can

be difficult to separate what might be actual policy objectives versus “Art of the Deal” gamesmanship. As such, do not make
knee-jerk reactions. Large, knee-jerk reactions tend to be emotional, and those kinds of decisions tend to hurt more than
they help, over the long run. However, this is different from “do nothing” - over the past few months, we have made numerous
tweaks to our models to either be opportunistic, or to remove some risk from portfolios.

Focus on the Fundamentals - Focus on what matters - in particular, the strength of the underlying economy, and in turn,
corporate earnings. Economic growth ultimately influences corporate earnings, which historically has a 96% long-term
correlation with the stock market. So far, hard economic data (e.g. actual jobs numbers, etc.) has remained relatively resilient
despite weak soft data (e.g. surveys and confidence readings). Meanwhile, earnings, this past quarter, were better than
feared, with S&P 500 earnings delivering 7% earnings growth. However, forward estimates have come down, and companies
have given tepid guidance, as they try to navigate the uncertain policy environment. So, don’t fight the tape and remain
opportunistic, but avoid being complacent to risks.

FIGURE 2: THE MOST CORRELATED FACTOR IS EARNINGS
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SOURCE: FACTSET, AS OF MAY 2025

Be Diversified by Geography and Asset Class - Remember that market leadership is constantly changing. The last several
years have seen the dominance of U.S. technology firms, and there are many good reasons for U.S. technology to remain
exceptional, as they include many of the world’s most innovative companies. However, after a five-year period post-
pandemic, where U.S. equity returns are more than double those of international equities (ex-US), investors may find
themselves overweight to the U.S., and overweight equities in general, relative to their asset allocation targets. Moreover,
this year, developed market international equities in Europe and Australasia are outperforming the U.S. and up 14% year-
to-date, driven by big fiscal spending plans. International equities offer exposure to different economic cycles, political
environments, and lower valuations - and as such, we have been advocating for more geographic diversification this year
for our clients, as well as reviewing their asset mixes to ensure appropriate asset allocation.

Defense Wins Championships

This year, the teams that moved on to the NHLUs final four - Edmonton, Dallas, Florida, and Carolina - had all been there before
and are repeat conference finalists within the past three years. Another commonality, however, is that these four teams are all

among the NHL’s top seven teams in defense (least goals allowed) over the past two seasons.

Indeed, we have found that the adage that “defense wins championships” is also appropriate for individual investors. While
upside participation is important for fund managers to outperform benchmarks, for the end client, it is often about participating
from an absolute perspective - and earning a return that is consistent with the financial plan, without losing a lot of money
along the way.

With that in mind, at Bowes Wealth Management, our objective is to give our investors peace of mind, and to deliver a resilient,
high-quality and well-diversified portfolio, so that our clients can achieve their financial goals. This is particularly important
given the high degree of volatility and uncertainty that investors are navigating today.
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Chart of the Month: Global Datacentre Electricity Consumption, IEA Base Case

The promise of artificial intelligence has resulted in

a capital expenditure boom in chips, datacentres, and = 1000 - - e
power. Power and electricity, in particular, is seen as F= Mistoricol - Projected
a bottleneck - each query with an Al chatbot consumes 750

up to 10x the amount of electricity as a traditional
Google search.

In this chart, the International Energy Agency (IEA)
forecasts global electricity consumption by datacentres
to double from current levels by 2030, growing by
approximately 15% per year. This is being driven by
growth in accelerated servers, which mainly reflects 2020 2024 20320
Al technology adoption.

Accelerated servers B Conventional servers B Other IT equipment @ Cooling © Other infrastructure
We believe companies engaged in power generation
and power management solutions have a longer-term SOURCE: IEA, AS OF APRIL 2025
opportunity to participate in this growth. Please
contact us if you would like to discuss more.

Podcast Corner

Here are a couple of recent podcasts that our team found interesting:

MORGAN HOUSEL - RULES OF THE MONEY GAME
Click to listen in Spotify

Morgan Housel is an award-winning author and is a great narrator on behavioural finance. This is a great and easy listen
on some simple, but sometimes difficult to follow, rules on managing your own money. Our favourite one is Rule 8 -
“save like a pessimist, invest like an optimist.”

WHY IT’S SO HARD FOR APPLE TO MOVE PRODUCTION FROM CHINA TO INDIA, ON BLOOMBERG’S ODD LOTS
Click to listen in Spotify

Apple has been pushed to make iPhones in the U.S., but Apple remains deeply entangled in the Chinese supply chain.
On this podcast, author Patrick McGee explains why, walking through both the politics and the economics of why it is
such a sticky situation.
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