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THE AI BET - VALUE 
CREATION OR 
TRANSFER?

The recent DeepSeek moment sent 
shockwaves through markets, sparking 
debate over whether AI’s relentless 
advance could trigger a Jevon’s paradox 
– where efficiency gains only accelerate 
total output rather than curbing it. 

Up to now, big tech has shown no signs 
of slowing down. AI hyperscalers have 
been busy ramping up spend to historic 
levels with capex now consuming more 
than 40% of their operating cash flows.

What remains to be seen however is the 
return on investment for these colossal 
ventures. On the DeepSeek news, 
Nvidia’s $589B single day drop (more 
than the GDP of over 150 countries) 
illustrated the broader risks of these 
gargantuan, concentrated AI bets.

And yet, while tech giants absorb the 
staggering costs of AI infrastructure, 
history suggests the biggest winners 
may lie elsewhere. Just as past 
technological revolutions funneled 
productivity gains into simpler, less 
‘exciting’ industries, AI’s real value 
may ultimately be captured by the 
companies who effectively leverage 
rather than build the technology.

From industrial automation to 
healthcare and enterprise software, 
firms applying AI to enhance their 
operations, could see greater long-
term upside on their capital.

To be clear, AI remains an 
extraordinary force, and its potential 
is undeniable. Yet history shows how 
innovation often rewards unexpected 
players. While today’s spotlight may 
shine on the highly visible few, risks 
loom, and the technology’s biggest 
winners may still be under the radar. 

UPCOMING EVENTS

Monthly CPI – 2/12

President’s Day – 2/17

FOMC Meeting – 2/19

THE STORY
Jevon’s Paradox¹

AI Hyperscalers Capex % Of 
Operating Cash Flow²

Largest Single Day Losses³
“First We Build 
The Tools, Then 
They Build Us”
- Marshall McLuhan
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¹Numbers are examples to illustrate Jevon’s Paradox
²Guide to the Markets – U.S. Data are as of Dec 2024.
³Visual Capitalist: Top 10 Single-Day Market Cap Gains Feb 2024
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FORTITUDE FLASHBACK

WHAT 
HAPPENED?

BP To Cut 5% Of Global Workforce: 
U.K. based oil company BP is cutting 
4,700 jobs worldwide as well as 3,000 
contractor roles as a part of a cost-
saving drive. The company said it had 
identified $500M of cost savings to be 
delivered this year. The reductions 
come as BP tries to bring more digital 
capabilities into the business (AP).

US Banks Face Loan Slowdown: 
Despite strong Wall Street 
performance, banks struggle with 
weak loan growth, especially in 
commercial real estate. Elevated 
interest rates and continued economic 
uncertainty is driving the trend (WSJ).

$500B Investment In AI Infrastructure: 
A private-sector initiative led by 
OpenAI, SoftBank, and Oracle will 
invest up to $500 billion in AI 
infrastructure. Named “Stargate”, the 
project aims to build massive data 
centers and create over 100,000 jobs 
across the U.S. (Reuters).

Deloitte Sees Modest Global Growth: 
Deloitte's global economic outlook 
forecasts a 0.9% GDP growth in 2025. 
It expects rising nominal wages to 
boost household purchasing power, 
while falling interest rates may reduce 
savings incentives and encourage 
more spending (Deloitte).

US equity markets rose in January 
with the S&P 500 up 2.8%. Global ex-
US equity markets rallied further with 
the MSCI World ex-US Index up 4.7%. 

Fixed income markets also rallied in 
January as the market reacted to 
President Trump’s calls for lower 
rates as the Bloomberg Agg Index 
rose over 0.5% in the period.

Credit alternatives continued to 
produce stable, high yield income 
while infrastructure assets rallied
to kick off the year and liquid 
alternatives yielded mixed results.

Due to reporting lags, some data represents the 
latest return as of the month prior to this period.

*Sources: Each asset class is represented by a corresponding index or fund as of each report’s month-end date. The associated indexes can be found below. This has been provided for 
informational purposes only, and reflects the current opinion of the author, which is subject to change without notice, as are statements of financial trends, which are based on current conditions.

EQUITIES GAINED

ALTERNATVIES 
CLIMBED

FIXED INCOME 
STAGNATED

MONTH* YTD*

Ultra-Short 0.4% 0.4%

Short 0.4% 0.4%

Core 0.5% 0.5%

Long 0.5% 0.5%

High Yield 1.4% 1.4%

US TIPS 1.3% 1.3%

Intl Bonds 0.6% 0.6%

EM Bonds 0.9% 0.9%

MONTH* YTD*

US Large 2.8% 2.8%

US Mid 3.8% 3.8%

US Small 2.9% 2.9%

Global ex-US 4.7% 4.7%

Int’l Dev 5.3% 5.3%

Emerging 1.8% 1.8%

MONTH* YTD*

Gold 6.7% 6.7%

Merger 
Arbitrage 1.2% 1.2%

Infrastructure 2.4% 2.4%

Direct Lending 0.9% 0.9%

Hedge Funds* -0.5% -0.5%

Managed 
Futures 2.5% 2.5%

https://apnews.com/article/bp-job-cuts-oil-b96729fc515a1495ca2fae320f62fefc
https://www.wsj.com/finance/banking/wall-street-is-booming-but-banks-are-in-a-lending-rut-2b4f4a64
https://www.reuters.com/technology/artificial-intelligence/trump-announce-private-sector-ai-infrastructure-investment-cbs-reports-2025-01-21/
https://www2.deloitte.com/us/en/insights/economy/global-economic-outlook-2025.html


General Disclosure.  This information has been developed internally and/or obtained from sources which Fortitude Family Office (“Fortitude”), believes to be reliable; however, Fortitude 
does not guarantee the accuracy, adequacy, or completeness of such information nor does it guarantee the appropriateness of any investment approach or security referred to for any 
particular investor.  Fortitude, its affiliates, and/or its clients may have an investment position in a security or strategy (or related or opposing security or strategy) discussed in this 
information and may change that position without notice at any time.  This material is provided for informational purposes only and is not advice or a recommendation for the purchase or 
sale of any security.

This information may include commentary by Fortitude, in which case all or some of the following may apply:  This information reflects subjective judgments and assumptions, and 
unexpected events may occur.  Therefore, there can be no assurance that developments will transpire as forecasted.  This material reflects the opinion of Fortitude on the date made and 
is subject to change at any time without notice.  Fortitude has no obligation to update this material.  Fortitude does not suggest that the strategy described herein is applicable to every 
client of or portfolio managed by Fortitude.  In preparing this material, Fortitude has not considered the investment objectives, financial situation, or particular needs of any particular 
person.  Before making an investment decision, you should consult your professional advisor, and you should consider whether the information provided in this material is appropriate in 
light of your particular investment needs, objectives, and financial circumstances.  Transactions in securities give rise to substantial risk and are not suitable for all investors.  This 
material is protected by copyright and all other laws, all rights reserved, and no part may be (i) copied, photocopied, or duplicated in any form, by any means, or (ii) redistributed without 
the prior written consent of Fortitude.

Investment Risks. As with any investment strategy, there is potential for profit as well as the possibility of loss. Asset allocation does not ensure a profit or guarantee against a loss. 
Fortitude does not guarantee any minimum level of investment performance or the success of any index portfolio or investment strategy. All investments involve risk and investment 
recommendations will not always be profitable. Past performance is no guarantee of future results and current performance may be higher or lower than the performance shown. The 
investment return and principal value of an investment will fluctuate, so that at any time an investment portfolio may be worth more or less than its original cost. Please contact Fortitude 
for additional information on portfolio performance results, data sources and descriptions, and fees.

Sample Portfolio. Fortitude’s model portfolios provided in this presentation are a representation of a possible allocation Fortitude could recommend but is for illustrative purposes only. 
Actual asset allocations will differ between clients based upon their investment objectives, financial situations, and risk tolerance. Fortitude makes no warranty, express or implied, that 
the depicted allocation will be used to manage an account, or that any specific performance returns identified and described will be achieved in a portfolio.

Model Index Portfolios. All model index performance data shown represent hypothetical results of market index returns designed to show certain risk-return characteristics.  The model 
index and performance portfolios have been constructed using one or more underlying market index returns.

Limitations of Model Performance. Fortitude constructs its model index portfolios using forward-looking estimates of risk and return for each asset class.  Model index portfolios 
represent a hypothetical reconstruction based on historical market data accumulated after the end of a given time period. This hypothetical performance record is merely a reflection of 
the performance of market indexes in the past.  Accordingly, all of the model index portfolios can be constructed with the benefit of hindsight.

Model index performance does not represent actual performance and should not be construed as an indication of such performance. The model index performance results do not 
represent the impact that material economic and market factors might have had on the management decision-making process compared to actually managing client money during that 
period. Model performance also differs from actual performance because it is achieved through the retroactive application of an asset allocation designed with the benefit of hindsight.

Not Comparable to Actual Client Returns/Fees and Costs.  Benchmarks, indexes, funds, and asset class performance shown does not reflect deduction of any Fortitude fees, trading 
costs, or other expenses of trading fund shares, but does reflect the reinvestment of dividends and other earnings.  Results have not been audited or reviewed by any third party.  
Performance results for clients that invest in any actual fund or asset class will vary from the performance data shown due to market conditions and other factors, including client 
objectives, investment cash flows, size and timing of mutual fund (and other investment) allocations, Fortitude fees, trading costs, frequency and precision of rebalancing and 
reconstitution, tax-management strategies, cash balances, varying custodian fees, and/or the timing of fee deductions. The net compounded impact of the deduction of Fortitude fees 
over time will be affected by the amount of the fees, the time period, and investment performance. These and other factors may materially influence performance results and therefore 
actual client performance for any portfolio would only match actual fund performance by coincidence. Actual performance for client accounts may be materially lower or higher than that 
of the fund or asset class performance shown. Clients should consult their account statements for information about how their actual performance compares to that of the fund or asset 
class performance shown.

Fund Performance.  Information regarding the mutual funds and alternative funds shown is provided for information only, does not reflect any specific time period when such mutual 
funds were held by Fortitude clients, and does not reflect any prior performance of clients.  Additional information about each mutual fund and alternative fund is available from 
Fortitude.  The recommended funds are as of a specific date and do not reflect past recommendations or future changes in recommendations.  Mutual funds can lose value.  Mutual 
fund investments are subject to market risk, fluctuate in value, and can result in actual loss of money.  Diversification does not ensure against losses.

Illiquid Investments.  Illiquid investments may not be suitable for all clients.  Investors in illiquid investments must qualify for these investments based on suitability criteria, and they 
must complete subscription documents. 

Reference Above Benchmark Index Reference Above Benchmark Index

US Large S&P 500 Index Hedge Funds Eurekahedge Hedge Fund NR Index

US Mid S&P 400 Index Managed Futures Credit Suisse Mgd Futures Liquid TR

US Small S&P 600 Index Ultra-Short Bloomberg US Treasury Flt Rate Index

Global ex-USA MSCI World ex-USA All Cap NR Index Short ICE US Treasury 1-3Y Bond Index

Intl Dev MSCI EAFE NR USD Index Core Bloomberg Aggregate Bond Index

Emerging MSCI EM NR US Index Long-Term ICE US Treasury +20Y Bond Index

Gold S&P GSCI Gold TR High Yield Bloomberg US Corporate HY Index

Merger Arbitrage IQ Hedge Merger Arb TR USD Index US TIPS ICE US Treasury Inflation Linked Index

Infrastr (Infrastructure) MSCI ACWI Infrastructure NR Index Intl Bonds Bloomberg Global Agg ex-USD Index

Direct Lending Cliffwater Corporate Lending I EM Bonds Morningstar EM BD GR Index
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