
 

 
 

Market Commentary: AI and Valuations 

January 2025 

At Fountainhead, we actively integrate artificial intelligence (AI) into our operations.1 I consistently use it to 

edit correspondence, and we use it selectively within the firm to transcribe notes. The graphic in the Deep 

Thought section below was generated by typing “picture of space mission to an asteroid” in ChatGPT. My 

son has used it to consume school reading assignments and spit out a summary – however, at least one of 

these summaries was incorrect. AI is not quite perfect, but it has already incorporated itself into many 

people’s personal and professional activities. 

When someone enters a search term into Google, an algorithm provides a list of results. For example, if you 

ask Google what the capital of Georgia is, it will answer Atlanta. However, search results can be influenced 

by a number of user characteristics, such as user location. For instance, if I were located in Armenia rather 

than New York City, I imagine Google would find Tbilisi rather than Atlanta.  

ChatGPT has a bit more personality: 

 

ChatGPT is trained on diverse datasets, enabling it to learn language patterns, “facts,” and some reasoning 

abilities. It undergoes fine-tuning over time by its parent company.2 This differs from humans, who learn 

 
1 We are, however, careful in how we use AI in terms of privacy and data protection. 
2 According to ChatGPT at least. “Facts” is highlighted as ChatGPT is deciding what is fact based on what it consumes. Note the end of 
this commentary in re “facts”. 



 

 
 

and fine tune their understanding from every interaction.3 Directionally though, AI is trained to reason 

rather than blindly follow an algorithm, a quality that is more human-like. 

 

In our recent Investment Wars podcast, we discussed how AI is propelling us from the “Information Age” to 

the “Automation Age.” The Information age was focused on human access to and manipulation of 

information through platforms like Google and Amazon. In contrast, the Automation Age focuses on 

performing complex tasks using advanced technologies like AI. AI should result in significant productivity 

gains as it matures, and companies figure out how to best implement and use this incredible technology.  

Investors are excited about AI’s potential, driving up the value of AI-related companies, like Nvidia. Until the 

end of January, the consensus was that the US was well ahead of other countries in developing this 

disruptive technology. The fact that the US dominated the Information Age, with companies like Google, 

Amazon, and Facebook being developed here, has contributed significantly to US financial market gains 

over the past two decades. The US boasts the most advanced chips globally, houses 46% of the world’s 

data centers,4 and is among the world’s largest energy producers – a crucial factor given AI’s current 

energy consumption needs.  

Then DeepSeek was announced.  

 
A Note on Tariffs 

In our November 2024 commentary, we discussed how the Trump administration might shape policy during 

its term. We focused primarily on tariffs and illegal immigration, as these were areas of economic concern.  

Recently, President Trump has followed through on his intentions to use tariffs in addressing national 

security issues.5 In our November 2024 commentary, we use the example of the Trump administration 

threatening Mexico with the use of tariffs in order to curb illegal immigration across our shared border. In 

the current situation, both Mexico and Canada backed down rather quickly, providing concessions to allow 

a quick win for the Trump administration in achieving its goals. Mexico committed to deploying 10,000 

 
3 Hopefully. 
4 Ranked: The Top 25 Countries With the Most Data Centers 
5 What constitutes “matters of national security” is generally defined by any respective administration in office, as it is subjective by 
nature.  

https://open.spotify.com/episode/7JjPApOfaZD5bTMLNXMMEX?si=TEt37z6xQtuEJ4v2J84UlQ
https://www.fountainheadam.com/wp-content/uploads/2024/12/Market-Commentary-2024.11-1.pdf
https://www.visualcapitalist.com/ranked-the-top-25-countries-with-the-most-data-centers/


 

 
 

troops to its border to combat drug trafficking and illegal immigration. Canada promised to follow-through 

on a $1.3 billion package to further secure its border – a package announced in late 2024.  

Will future tariff threats play out as quickly as this one did? Probably not. Tariffs enacted on China in 

President Trump’s first term were kept in place until shortly before his term ended when US and China 

negotiated an agreement allowing for the easing of some tariffs.   

Additionally, President Trump will need to be strategic, balancing his administration’s objectives in using 

tariffs with the goal of maintaining a strong economy and a positive financial market – another area of 

focus for President Trump personally. This is potentially a very dangerous game, especially when played 

with perceived allies. We anticipate continued volatility though the Trump administration’s term and 

believe that we will likely see trade wars that don’t play out as quickly or positively over the next few years.   
 

DeepSeek challenged the current conventional thinking, upending the industry and leading to a repricing 

of several publicly traded AI-associated companies. While some remain skeptical, many view DeepSeek as 

rivaling the most advanced AI models at a fraction of the cost. The challenged assumptions include:6 

• Training AI is very expensive: DeepSeek claims to have developed its models on a less advanced 

chip and at a cost of ~$5.6 million, a fraction of the estimated $60 million cost for a recent Meta 

language model.  

• AI will demand ever increasing power and energy: DeepSeek introduced novel efficiencies, materially 

lowering energy requirements and overall costs.  

• The US is in the lead: DeepSeek just matched performance at a fraction of the cost using mid-tier 

chips. 

In Summary, what does this mean? 

Innovation is not linear; breakthroughs occur consistently. DeepSeek represents a positive development for 

the global economy. It provides an innovation that is open source7 which will likely prompt other AI 

providers to adopt design elements introduced by DeepSeek, significantly lowering energy use and costs. 

This is a huge breakthrough, resetting the cost structure and potentially accelerating AI development! 

It was a negative short-term event for US markets. The US has been dominating the AI space and 

aggressively developing supporting infrastructure. DeepSeek’s success necessitated a repricing of that 

infrastructure. But we will still need chips and energy. Demand will persist. 

 
6 Is The DeepSeek Drama A Gamechanger For The AI Trade? | J.P. Morgan 
7 Open source code is freely available for others to review and use with a license. The license is held by MIT. 

https://www.jpmorgan.com/insights/markets/top-market-takeaways/tmt-is-the-deepseek-drama-a-gamechanger-for-the-ai-trade


 

 
 

 
Deep Thought: We Are Not Alone!8 

In 2016, NASA launched a mission to, among other things, scoop 

up a soap-bar-sized sample of rock and dust from an asteroid’s 

surface 1600 feet across and 186,000 miles away. The mission 

successfully accomplished its objective, grabbing the sample in 

2020 and dropping a sealed capsule containing the material 

back to Earth in 2023. A recently published paper revealed that 

a remarkable array of organic compounds and minerals 

essential for life were in the extracted sample – significantly 

surpassing scientists’ expectations and highlighting the 

potential for life elsewhere.   

While this discovery fuels speculation about extraterrestrial life 

and whether aliens may have already visited us, it also 

underscores humanity’s remarkable technological progress. 

Less than 125 years ago, in 1903, the Wright brothers 

successfully piloted a plane flying on its own power.9 The first rocket to leave Earth’s atmosphere was the 

German V-2 rocket, which accomplished this feat in 1944.10 NASA is now regularly sending missions within 

our solar system and within interstellar space, while private companies like SpaceX also regularly launch 

rockets and satellites into space.  

Beyond expanding knowledge of our surroundings, space explorations have contributed to a number of 

advancements in everyday life, including the technology necessary for miniaturization. Camera phones 

and wireless headsets are just two examples.11 
 

The US “won” the Information age due to a combination of factors that allowed innovative concepts to 

blossom into global companies. The US has the world’s best post-secondary education– a breeding ground 

for innovation - a relatively light regulatory environment, a pro-business government, and a mature 

financial system that capitalizes businesses.  

We also have a relatively open society that hopefully allows for truths to get out eventually. Another reason 

we believe America is well positioned is due to the following exchange with DeepSeek and ChatGPT: 

 
8 Bennu Asteroid Contains Material Needed for Life, NASA Finds - WSJ – This article is the primary source for the Deep Thought. 
9 Wright Brothers First Flight - NASA 
10 V-2 rocket | History, Inventor, & Facts | Britannica 
11 20 Inventions We Wouldn't Have Without Space Travel | NASA Jet Propulsion Laboratory (JPL) 

https://www.wsj.com/science/space-astronomy/bennu-asteroid-essential-life-materials-nasa-8f23396c
https://www.nasa.gov/image-article/wright-brothers-first-flight/?utm_source=chatgpt.com
https://www.britannica.com/technology/V-2-rocket
https://www.jpl.nasa.gov/infographics/20-inventions-we-wouldnt-have-without-space-travel/


 

 
 

 

 

 



 

 
 

Did DeepSeek learn on data that simply was scrubbed of what occurred in Tiananmen Square? Did it learn 

on data that had absolutely no criticism of China? Or does DeepSeek know and is just lying? China is 

controlled centrally, and seemingly by one authoritarian leader. Despite China’s being the second largest 

economy in the world, it is still considered an emerging financial market due to their opaque approach to 

finance. These characteristics, among others, will hinder China’s efforts in being the world leader in AI. We 

remain confident that America is best positioned to both innovate and effectively use innovation to 

advance its constituents and economy.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
 

Talking Points: January 2025  

Monthly Market Recap 

 

In January, equities closed higher, with all three major U.S. indices posting gains, while yields remained flat 

compared to last month's levels. The Federal Reserve decided to maintain benchmark interest rates after 

cutting them in their last three meetings. As of the month’s end, the base case is that the Fed will not cut 

rates again at their next meeting in March. 

 

 

The month began with surprisingly strong labor market data and higher-than-expected inflation figures, 

sparking concerns that the Fed would be limited in its ability to cut rates in 2025. With the threat of tariffs—

considered inflationary—looming, it seemed unlikely that there would be any rate cuts for the year. This 

pushed longer-term yields toward 5% and prompted selling pressure in equity markets. 

Mid-month, conditions improved when Consumer Price Index (CPI) data came in lower than expected, and 

major banks reported stellar earnings results. Following President Trump’s inauguration, markets cheered 

his comments and executive orders related to AI, crypto-assets, taxes, and general pro-growth agenda. 

This proved to be just enough for markets to finish in the green, though it was not without a fair share of 

drama. 

 



 

 
 

Post Trump’s inauguration, two volatile events took place: 

• A China-based company unveiled DeepSeek, a new AI model as powerful as current US models. 
Notably, they claim to have trained its model at a fraction of the cost and without utilizing the most 
advanced chips available. The news resulted in a major decline of AI-focused companies. For 
instance, Nvidia was down over 15%, making a record for the most value lost in a single day by an 
equity.  

• President Trump announced that tariffs on goods from Mexico (25%), Canada (25%), and China (10%) 
would be going into effect as of early February. Market futures declined over the ensuing weekend.   
 

Expect tariffs and AI to be major areas of focus for markets throughout next month and the rest of 2025.  

Graphs/Visuals 

 

 

 

 



 

 
 

Highlights/Notes 

 

Highlight: Markets excitement over AI and President Trump officially taking office proved to be enough for 

equities to close the month higher despite concerns that the Fed might be limited in their ability to cut 

rates in 2025 (due to potential tariffs pushing inflation expectations higher and a strong labor market).  
 

FAM Sentiment Summary 

 

 

 



 

 
 

 

Noteworthy Details 

• Fed - Mildly Bearish  
o Decision to hold rates at current levels expected - commentary post decision about Fed 

entering “wait and see mode” mildly bearish.  
• Economic Data - Mildly Bearish 

o Labor market data from start of month unexpectedly strong which could significantly limit 
Feds ability to cut rates in 2025. Inflation data from later in the month was “okay” but lacked 
clear trend downwards.  

• Global Events/News - Bearish 
o Rate hike from Japan well telegraphed and did not surprise markets like over the summer 

(recall carry trade turmoil). China’s release of DeepSeek AI model could prove to be 
problematic to US AI initiatives.  

•   US Politics/Government - Neutral 
o Tariffs being implemented is bearish as they are inflationary in nature. The rest of economic 

policy discussed/implemented by the Trump administration was well received by markets.  
• Market Trends - Mildly Bullish 

o Big banks had spectacular earnings results. Excitement over US AI initiatives announced 
ultimately outweighed concerns due to DeepSeek.  

 

 



 

 
 

Key Topics/Items from Below 

• BEARISH 
o December jobs report coming in much better than expected - showing more jobs added than 

forecasted and a lower overall unemployment rate   
o China revealing new AI model that is as powerful as US models but trained for fraction of 

cost/without use of most powerful chips  
o Trump announcing that tariffs for Mexico (25%), Canada (25%), and China (10%) would be 

going into effect 
• MILDLY BEARISH 

o Job opening as of the end of November coming in higher than expected and pointing the 
economy being in a much better spot than over the summer (when labor market started 
showing signs of material weakness)  

o Services PMI for the month of December rising by more than expected  
o Yield on U.K. 10-year government bonds rising and pound depreciating due to concerns of 

strong economic data out of US in beginning of the month  
o Biden administration announcing additional restrictions on providing chips/AI related 

products to countries that are not allies of the US 
o Trump “zeroing in” on a few countries to target (versus broader based tariffs) with the list 

including Mexico, Canada, China, and the EU 
o Trump stating that business leaders should look to manufacture products here in the US or 

else they will face tariffs at World Economic Forum in Davos  
o Existing home sales in 2024 falling to levels not seen in almost 30 years (even though recent 

data has shown an uptick in activity)  
o President Trump commenting that Powell and the Fed should lower interest rates if energy 

prices decline (recall, back in his last term he repeatedly called for Powell to lower rates and 
over the summer said that he should be fired) 

o Powell commenting that Fed now in “wait and see mode” when it comes to potential future 
rate cuts 

• NEUTRAL 
o Rise in natural gas prices due to colder than expected forecast for the month of January 
o Mike Johnson getting re-elected as Speaker of the House 
o Telsa reporting an annual decline in vehicle deliveries for the first time in over 10 years 
o PPI for the month of December coming in lower than expected   
o Bank of Japan’s governor saying that they plan on discussing a potential rate increase in the 

near future 
o Trump commenting that OPEC should take steps to lower the price of oil  
o Bank of Japan announcing that it would be raising its benchmark rate by 25bps (highest 

levels since ’08-’09 global financial crisis (contrary to when Japan rose rates this summer, this 
decision was well telegraphed and wildly expected) 



 

 
 

o Fed announcing that it would be holding rates at current levels this month (expected) 
o The ECB announced that they would be cutting rates by 25bps to help sure up their 

economies ahead of Trump taking over US Presidency.  
o Gold prices hitting record high 

• MILDLY BULLISH 
o US home prices rising at slowest pace of the year for the month of October 
o Rumors that Trump administration exploring idea of tariffs on “critical” imports only (rather 

than on all imports) 
o Canadian Prime Minister Justin Trudeau announcing that he will be resigning  
o Taiwan’ Foxconn (key assembler of Apple/Nvidia products) posting very strong earnings 
o Strong than expected economic growth data from China  
o President Trump signing an executive order to create a “working group on digital asset 

markets” which will assess the creation of a cryptocurrency stockpile for the US government 
o Q4 2024 GDP data which showed that the US economy grew 2.3% 
o PCE and Core PCE for the month of December coming in line with expectations and providing 

no surprises 
• BULLISH 

o CPI and Core CPI for the month of December came in lower than expected 
o Big banks reporting great earnings results (which had pointed to a material uptick in 

revenues from investment banking and trading activity) 
o Trump announcing his initial executive orders (which did not include tariffs) 
o President Trump announcing “Stargate” AI initiative - leaders of SoftBank, Oracle, and OpenAI 

pledging $500 billion in AI related investments into the US (companies like Nvidia, Arm, and 
Microsoft are also expected to be involved in some capacity) 

 

 

 

 

 

 

IMPORTANT DISCLOSURE: The information contained in this report is informational and intended solely to 

provide educational content that we find relevant and interesting to clients of Fountainhead. All shared 

thoughts represent our opinions and is based on sources we believe to be reliable. Therefore, nothing in this 

letter should be construed as investment advice; we provide advice on an individualized basis only after 

understanding your circumstances and needs. 
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