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2nd January 2025 

Dear Valued Client 

As we begin 2025, the investment landscape is marked 
by excitement, trepidation and uncanny echoes of 
previous stock market bubbles. The rapid 
advancement of Artificial Intelligence (AI) is 
transforming industries, creating new opportunities 
and the next frontier of Agentic AI – systems capable of 
independent action and learning. However, we urge 
caution as the optimism surrounding AI may not meet 
investors heightened expectations on tangible returns 
on investments. Already, some of the biggest 
customers of Nvidia have acknowledged the possibility 
that AI will not advance as quickly as expected. Simply, 
they have used up most of the digital text available on 
the internet. In short, they have run out of data to 
improve their AI systems! 

US stock markets have moved far ahead of American 
exceptionalism. America’s 70% share of global stock 
market indices is far greater than its 30% share of the 
global economy. Four decades ago, US stock markets 
constitutes just 30% of global stock market indices. For 
comparison, at its peak, in December 1989, Japanese 
stocks had a total market value of about US$4 trillion, 
1.5 times the value of US stock market and close to 45% 
of the world’s stock market capitalization! It was 
Japanese exceptionalism then as exemplified by the 
Toyota Way of Just-In-Time production. 

The Warren Buffet indicator tells a similar story of US 
stock market extremes. The indicator compares the 
stock market value to the gross domestic product of 
the country.  At around 200% now, the US stock market 
is significantly overvalued. In 2007, before the Great 
Financial Crisis this indicator was at 105% and 138% 
before the 2000 Internet bubble burst. For comparison, 

this indicator was at 100% at the peak of the Japanese 
bubble in end 1989, 120% for China’s peak in 2007 and 
currently at around 60%. For now, momentum is a 
powerful force propelling the US market but it is 
important to remember that markets are cyclical since 
time immemorial. 

Little wonder that Warren Buffet has been selling US 
stocks and holds more than US$325 billion in cash or 
about 25% of the portfolio, higher than before the 
global financial crisis. 

Chinese stocks are deeply unloved and under owned – 
the complete opposite of US stocks. In late September 
2024, Chinese stocks soared after Beijing unleashed 
stimulus measures to revitalize the economy. Investors 
had given China such a wide berth that stocks jumped 
40% in just a few days as funds rushed in. Imagine what 
will happen if investors rush for the exit at the same 
time from the US stock market if recession hits, 
geopolitical shocks occur or Trump policies shift. For 
China, it doesn’t need much good news to drive the 
market up. Among others, upside could come about 
from the relaxation of hukou rules in mid-sized cities 
and unleash the huge domestic demand potential from 
urbanisation which has slowed since the pandemic. 
Additionally, Beijing still has fiscal dry powder to 
respond to Trump’s tariff plans as they become clearer. 

On a similar note on the unloved, the renewables 
sector has become attractive after having derated 
significantly as the era of ultra-low-cost borrowing 
ended and the ESG investment boom fades. The sector 
is increasingly cost-competitive and is still growing 
strongly providing opportunities for the patient 
investor. For example, the global average cost for 
offshore wind has fallen to US$81 per megawatt hour, 
down from US$137 in 2018. That compares favourably 
with US$72 for coal-fired power plants and US$83 for 
gas – fired power plants, respectively – unthinkable just 
a few years ago. Growth in renewables used to be 
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based on climate targets but now it has a strong 
economic underpinning. 

2025 will also be marked by the strong US dollar and 
emerging market (EM) pain. If Trump follows through 
on tariffs, the US dollar is expected to strengthen. In 
2018, after the US imposed tariff on half of everything 
it imported from China at a 25% rate, the renminbi fell 
10% versus the dollar – almost a one-for-one offset. 
The currency of the country subject to tariffs falls to 
offset the hit to competitiveness. Commodity prices 
will also fall as a tariff war will be negative for global 
growth, adding to depreciation pressure on the 
currencies of commodity exporters. EM currency pegs 
will be vulnerable to devaluation and interest rates in 
EMs will have to be raised. Tariffs are just one 
manifestation of deglobalization and re-
industrialisation of the West, shifting growth from EMs 
back to the US.  

Gold will still add value in 2025 and beyond. It has been 
a universal store of value for over 5,000 years. Today, 
gold remains the principal alternative to fiat currencies 
(such as the USD) and as inflation devalues fiat 
currencies, gold appreciates. Since 1970, the US dollar 
has lost 98% of its value as compared to gold. Put in 
another way, gold has appreciated by more than 8% 
p.a., easily beating US Treasuries. From 1970 to 1981
(stagflation), gold averaged 26% p.a. Between 1982
and 2007 (stable monetary policies and moderate
deficits), gold appreciated just 1.8% p.a. The 2008
global financial crisis ushered in 15 years of ultra-loose
monetary policies, quantitative easing and extreme
deficits and gold jumped by 8% p.a.  In 2022, inflation
had again surged to levels not seen since the early
1980s. The vast amount of money created since 2008,
the enormous debts, deglobalization, the evolving
geopolitical tensions globally, point towards a decade
of higher gold prices.

To navigate the investment landscape in 2025 and 
beyond, investors will need to understand history, 

psychology and anthropology. History doesn’t repeat 
itself but it often rhymes. So, familiarize yourself with 
the 1930s protectionism, the 19th-century robber 
barons or Tudor royal courts from the 15th-century. 
Those periods provide valuable insights into current 
challenges and opportunities.  History will rhyme 
again! 

Thank you for investing with us. We look forward to 
serving you for many years to come. 

I wish you and your loved ones a Happy and Prosperous 
New Year. 

Yours sincerely,

Jeffrey Lee 
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IMPORTANT INFORMATION 

This material is provided by Phillip Capital Management (S) Ltd (“PCM”) for general information only and does not 
constitute a recommendation, an offer to sell, or a solicitation of any offer to invest in any of the exchange-traded 
fund (“ETF”) or the unit trust (“Products”) mentioned herein. It does not have any regard to your specific investment 
objectives, financial situation and any of your particular needs. You should read the Prospectus and the 
accompanying Product Highlights Sheet (“PHS”) for key features, key risks and other important information of the 
Products and obtain advice from a financial adviser (“FA“) before making a commitment to invest in the Products. In 
the event that you choose not to obtain advice from a FA, you should assess whether the Products are suitable for 
you before proceeding to invest. A copy of the Prospectus and PHS are available from PCM, any of its Participating 
Dealers (“PDs“) for the ETF, or any of its authorised distributors for the unit trust managed by PCM. 

An ETF is not like a typical unit trust as the units of the ETF (the “Units“) are to be listed and traded like any share on 
the Singapore Exchange Securities Trading Limited (“SGX-ST”). Listing on the SGX-ST does not guarantee a liquid 
market for the Units which may be traded at prices above or below its NAV or may be suspended or delisted. 
Investors may buy or sell the Units on SGX-ST when it is listed. Investors cannot create or redeem Units directly with 
PCM and have no rights to request PCM to redeem or purchase their Units. Creation and redemption of Units are 
through PDs if investors are clients of the PDs, who have no obligation to agree to create or redeem Units on behalf 
of any investor and may impose terms and conditions in connection with such creation or redemption orders. Please 
refer to the Prospectus of the ETF for more details. 

Investments are subject to investment risks including the possible loss of the principal amount invested, and are not 
obligations of, deposits in, guaranteed or insured by PCM or any of its subsidiaries, associates, affiliates or PDs. The 
value of the units and the income accruing to the units may fall or rise. Past performance is not necessarily indicative 
of the future or likely performance of the Products. There can be no assurance that investment objectives will be 
achieved. Any use of financial derivative instruments will be for hedging and/or for efficient portfolio management. 
PCM reserves the discretion to determine if currency exposure should be hedged actively, passively or not at all, in 
the best interest of the Products. The regular dividend distributions, out of either income and/or capital, are not 
guaranteed and subject to PCM’s discretion. Past payout yields and payments do not represent future payout yields 
and payments. Such dividend distributions will reduce the available capital for reinvestment and may result in an 
immediate decrease in the net asset value (“NAV”) of the Products. Please refer to <www.phillipfunds.com> for more 
information in relation to the dividend distributions. 

The information provided herein may be obtained or compiled from public and/or third party sources that PCM has 
no reason to believe are unreliable. Any opinion or view herein is an expression of belief of the individual author or 
the indicated source (as applicable) only. PCM makes no representation or warranty that such information is 
accurate, complete, verified or should be relied upon as such. The information does not constitute, and should not 
be used as a substitute for tax, legal or investment advice. 

The information herein are not for any person in any jurisdiction or country where such distribution or availability 
for use would contravene any applicable law or regulation or would subject PCM to any registration or licensing 
requirement in such jurisdiction or country. The Products is not offered to U.S. Persons. PhillipCapital Group of 
Companies, including PCM, their affiliates and/or their officers, directors and/or employees may own or have 
positions in the Products. This advertisement has not been reviewed by the Monetary Authority of Singapore. 

https://www.phillipfunds.com/

