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 This is a marketing communication

A frequent topic in recent meetings has been 
whether the AI narrative, and the stocks linked 
to it, are showing signs of a bubble. 

Many AI-related companies climbed a wall of worry through 
the second half of 2025, accompanied by a growing chorus 
of commentators asking variations of the same underlying 
question: when, and how, will these multi-billion-dollar 
investments translate into economic returns?

In our view, it is far too early in the AI build-out to draw 
firm conclusions based on near-term revenues. A large 
proportion of capital deployed so far has yet to be fully 
implemented in data centres, while enterprise adoption 
remains at very low levels. This is despite the fact that 
almost every management team we speak to recognises AI 
as a strategic priority over the coming years. Ultimately, we 
believe the answer will hinge on how effectively companies 
use AI to drive revenue growth and improve efficiency.
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The Supply Chain is Where Earnings 
are Emerging
From an emerging markets perspective, we see many 
companies positioned at the cutting edge of AI applications. 
However, the earliest and most visible benefits have accrued 
to a different part of the ecosystem: the supply chain. This is 
where our portfolio has been positioned and where we have 
seen the strongest gains to date. As emerging market investors, 
our task today not to identify the specific winners among 

hyperscalers and LLM developers, but to be confident that 

overall spending continues. As illustrated in the chart below, as 

the four largest US hyperscalers have ramped up AI investment, 

their free cash flow generation plateaued, while this spending 

has supported rising earnings across the Taiwan Information 

Technology (IT) sector. Although new players continue to 

emerge to support ongoing investment, it is encouraging that 

the incumbent players have not experienced a collapse in cash 

flows despite historically high levels of capital expenditure.

Chart 1

Taiwanese Information Technology Sector vs US Big Four Hyperscalers 

Source: FactSet. Rebased to 100 at 2023. 
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Taiwan’s Unique Exposure to AI
With the IT sector accounting for around 35% of the S&P 
500 and 28% of the MSCI Emerging Markets Index, this is an 
important topic for all equity investors. Taiwan represents 
approximately 20% of the MSCI Emerging Markets Index and 

is uniquely exposed, with IT alone comprising close to 85% of 
its benchmark. As a result, the AI bubble risk is more pertinent 
in Taiwan than in any other emerging market.

Chart 2

MSCI Taiwan vs MSCI EM vs S&P 500 

Source: FactSet. Past performance is not a reliable indicator of future results. 
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Given Taiwan’s crucial role in the global technology supply 
chain, AI-related companies have unsurprisingly driven both 
absolute and relative performance over the past two years. 
Indeed, the overall market now trades at around 18x price-
to-earnings, a ten-year high. In the short term, however, 
an interesting divergence has emerged. While the Nasdaq 

plateaued in the final quarter of 2025 amid growing debate 
about bubble-like dynamics in AI, the Taiwanese market 
continued to rise and finished the year at new highs. This 
divergence underlines the need for a more nuanced approach 
to such a broad theme.
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 �The earliest and most 
visible benefits of AI 
investment are accruing 
in the supply chain. 

Fundamentals are Catching Up with Prices
Are these new highs justified? At an aggregate level, the answer 
increasingly appears to be yes. This latest secular growth driver 
is being reflected in improving fundamentals. Index-level 
earnings growth is expected to exceed 20% over the next two 
years and return on equity stands roughly 25% above its ten-
year average, with companies enjoying rising net cash positions.

That said, there are warning signs in the US that warrant 
investor caution. These include evidence of circular investments, 
increased reliance on debt issuance and ambitious expansion 
plans from pre-IPO businesses with opaque long-term funding. 
Even so, we believe there are sufficient counter arguments 
to justify selective exposure to the AI theme, particularly in 
Taiwan and other emerging markets.

Spending Momentum and Visibility 
Remain Strong
Firstly, despite ongoing concerns about the timing of returns 
on investment, the major publicly-listed hyperscalers have 
consistently revised their AI spending guidance upwards 
through 2025. While a number of second-tier players have 
entered the market and some face questionable funding 
dynamics, there is little indication of a slowdown in demand. 
Indeed, with the recent round of guidance out of the US, 
the four major players alone have dramatically increased their 
spend for 2026 to $650 billion, 50-100% higher than last year– 
well above expectations and another incremental positive for 
their Emerging Market supply chains. In addition, with China’s 
AI spending so far running at just 10% of that seen elsewhere 
globally, there is significant catch-up potential for those 
companies serving Chinese demand.

Secondly, our ongoing dialogue with supply-chain participants 
also reinforces our confidence in growth visibility, with scope 
for positive surprise over at least the next two years. TSMC, 
a company not known for exaggeration, has just reported 
another strong quarter and, more importantly, raised its 
growth expectations for their AI-related business to over 
50% annually over the next five years. It has also increased 
capital expenditure to provide new capacity for a broad range 
of customers. We have clear visibility on Nvidia’s next two 
GPU generations, while hyperscalers continue to develop 
proprietary ASIC chips to address both internal requirements 
and customer-specific needs.

Managing Cycles and Bottlenecks
Naturally, there is a risk of over-investment in any cyclical 
upturn. However, our focus on experienced management teams 
with a track record of prudent capital allocation mitigates this 
risk. Capacity expansion is being approached cautiously, with 
permanent capital commitments typically made only once 
demand is well established. Nonetheless, these expansions are 
happening gradually and will support earnings growth in the 
coming years.

Thirdly, rapid advances in computing power are also creating 
bottlenecks across the supply chain and in the surrounding 
ecosystem, alongside opportunities for companies able 
to respond quickly to solve these constraints. In doing so, 
businesses can benefit from earnings catalysts and are seeing 
re-ratings as earnings growth accelerates. Taiwan is home 
to many well-run companies operating in oligopolistic niche 
market segments, often competing effectively with leading US 
or Japanese peers and generating attractive returns. We favour 
companies with strong competitive positions and high barriers 
to entry, while maintaining diversified customer bases to dilute 
concentration risk in an industry where the ultimate customer 
use case is still uncertain.

While TSMC is rightly recognised globally for its near-monopoly 
in leading-edge chip fabrication and its impressive pricing 
power, the Taiwanese market extends well beyond a single 
company. Our exposure spans the value chain, from chip-level 
components to data-centre infrastructure. This includes high-
specification chip materials such as PCB and CCL, networking 
equipment, liquid-cooling solutions, chip testing, advanced 
packaging, memory and server assembly. A number of mid-cap 
companies that were largely uncovered at the start of the AI 
cycle have since delivered outstanding returns, highlighting the 
value of active stock selection.

The reader should not assume that investment decisions identified and discussed were or will be profitable. Specific investment references 
provided herein are for illustrative purposes only and are not necessarily representative of investments that will be made in the future.
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Valuations Remain Supportive
Finally, valuations also tell a different story to the US related 
names. On average, emerging market AI-related stocks trade 
at a discount of around 35% to their US counterparts. While 
upwards earnings revisions are clear over the last two years, 
investors appear careful not to overpay or extrapolate high 
growth rates. The fact that AI valuations are scrutinised in 
almost every investor discussion suggests a market that is 
alert to bubble risks rather than complacent. Beneath the 
averages, there remain clear mispricings and underappreciated 
catalysts, where active management can capture opportunities 
while avoiding valuation excess. In a fast-moving space, 
our turnover in Taiwan has been relatively low as we have 
held through short term disappointments where we have 
confidence in a company’s key position that will benefit from 
structural changes.

Even after the rally, our Taiwanese portfolio trades below 20x 
earnings while offering around 30% earnings growth and 30% 
return on equity. We continue to view this as an attractive 
aggregate valuation, supported by high-quality fundamentals 
and Taiwan’s outsized role in driving long-term earnings growth. 
Having outperformed the US market over the past decade, 
Taiwan remains one of the most compelling equity markets 
globally and continues to deserve close attention.

To find out more, email:
intldistribution@fieracapital.com
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Important Disclosure
Fiera Capital Corporation (“Fiera Capital”) is a global independent 
asset management firm that delivers customized multi-asset solutions 
across public and private classes to institutional, financial intermediary 
and private wealth clients across North America, Europe and key 
markets in Asia and the Middle East. Fiera Capital trades under 
the ticker FSZ on the Toronto Stock Exchange. Fiera Capital does 
not provide investment advice to U.S. clients or offer investment 
advisory services in the US. In the US, asset management services 
are provided by Fiera Capital’s affiliates who are investment advisers 
that are registered with the U.S. Securities and Exchange Commission 
(the “SEC”) or exempt from registration. Registration with the SEC 
does not imply a certain level of skill or training. Each affiliated entity 
(each an “Affiliate”) of Fiera Capital only provides investment advisory 
or investment management services or offers investment funds in 
the jurisdictions where the Affiliate and/or the relevant product is 
registered or authorized to provide services pursuant to an exemption 
from registration. 

This document is strictly confidential and for discussion purposes 
only. Its contents must not be disclosed or redistributed directly or 
indirectly, to any party other than the person to whom it has been 
delivered and that person’s professional advisers. 

The information presented in this document, in whole or in part, is 
not investment, tax, legal or other advice, nor does it consider the 
investment objectives or financial circumstances of any investor. 
The source of all information is Fiera Capital unless otherwise stated.

Fiera Capital and its Affiliates reasonably believe that this document 
contains accurate information as at the date of publication; however, 
no representation is made that the information is accurate or 
complete and it may not be relied upon. Fiera Capital and its Affiliates 
will accept no liability arising from the use of this document. 

Fiera Capital and its Affiliates do not make recommendations to buy 
or sell securities or investments in marketing materials. Dealing and/
or advising services are only offered to qualified investors pursuant to 
applicable securities laws in each jurisdiction. 

Past performance of any fund, strategy or investment is not 
an indication or guarantee of future results. Performance 
information assumes the reinvestment of all investment income 
and distributions and does not account for any fees or income 
taxes paid by the investor. All investments have the potential for 
loss. Target returns are forward-looking, do not represent actual 
performance, there is no guarantee that such performance will be 
achieved and actual results may vary substantially.

This document may contain “forward-looking statements” 
which reflect the current expectations of Fiera Capital and/or its 
Affiliates. These statements reflect current beliefs, expectations 
and assumptions with respect to future events and are based 
on information currently available. Although based upon what 
Fiera Capital and its affiliates believe to be reasonable assumptions, 
there is no guarantee that actual results, performance, or 

achievements will be consistent with these forward-looking 
statements. There is no obligation for Fiera Capital and/or its Affiliates 
to update or alter any forward-looking statements, whether as a result 
of new information, future events or otherwise.

Strategy data such as ratios and other measures which may 
be presented herein are for reference only and may be used by 
prospective investors to evaluate and compare the strategy. Other 
metrics are available and should be considered prior to investment as 
those provided herein are the subjective choice of the manager. The 
weighting of such subjective factors in a different manner would likely 
lead to different conclusions. Please note it is not possible to invest 
directly in an index.

Strategy details, including holdings and exposure data, as well as other 
characteristics, are as of the date noted and subject to change. Specific 
holdings identified are not representative of all holdings and it should 
not be assumed that the holdings identified were or will be profitable. 

Certain fund or strategy performance and characteristics may be 
compared with those of well-known and widely recognized indices. 
Holdings may differ significantly from the securities that comprise the 
representative index. It is not possible to invest directly in an index. 
Investors pursuing a strategy like an index may experience higher or 
lower returns and will bear the cost of fees and expenses that will 
reduce returns, whereas an index does not. Generally, an index that is 
used to compare performance of a fund or strategy, as applicable, is 
the closest aligned regarding composition, volatility, or other factors. 

Every investment is subject to various risks and such risks should 
be carefully considered by prospective investors before they 
make any investment decision. No investment strategy or risk 
management technique can guarantee returns or eliminate risk in 
every market environment. Each investor should read all related 
constating documents and/or consult their own advisors as to legal, 
tax, accounting, regulatory and related matters prior to making 
an investment. 

The ESG or impact goals, commitments, incentives and initiatives 
outlined in this document are purely voluntary, may have limited 
impact on investment decisions and/or the management of 
investments and do not constitute a guarantee, promise or 
commitment regarding actual or potential positive impacts or 
outcomes associated with investments made by funds managed by 
the firm. The firm has established and may in the future establish, 
certain ESG or impact goals, commitments, incentives and initiatives, 
including but not limited to those relating to diversity, equity and 
inclusion and greenhouse gas emissions reductions. Any ESG or 
impact goals, commitments, incentives and initiatives referenced 
in any information, reporting or disclosures published by the firm 
are not being promoted and do not bind any investment decisions 
made in respect of, or stewardship of, any funds managed by the 
firm for the purposes of Article 8 of Regulation (EU) 2019/2088 on 
sustainability-related disclosures, in the financial services sector. 
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Any measures implemented in respect of such ESG or impact goals, 
commitments, incentives and initiatives may not be immediately 
applicable to the investments of any funds managed by the firm 
and any implementation can be overridden or ignored at the sole 
discretion of the firm. There can be no assurance that ESG policies 
and procedures as described herein, including policies and procedures 
related to responsible investment or the application of ESG-related 
criteria or reviews to the investment process will continue; such 
policies and procedures could change, even materially, or may not be 
applied to a particular investment.

The following risks may be inherent in the funds and strategies 
mentioned on these pages.

Equity risk: the value of stock may decline rapidly and can remain low 
indefinitely. Market risk: the market value of a security may move 
up or down based upon a change in market or economic conditions. 
Liquidity risk: the strategy may be unable to find a buyer for its 
investments when it seeks to sell them. General risk: any investment 
that has the possibility for profits also has the possibility of losses, 
including loss of principal. ESG and Sustainability risk may result 
in a material negative impact on the value of an investment and 
performance of the portfolio. Geographic concentration risk may 
result in performance being more strongly affected by any conditions 
affecting those countries or regions in which the portfolio’s assets 
are concentrated. Investment portfolio risk: investing in portfolios 
involves certain risks an investor would not face if investing in markets 
directly. Currency risk: returns may increase or decrease as a result of 
currency fluctuations. Operational risk may cause losses as a result 
of incidents caused by people, systems and/or processes. Projections 
and Market Conditions: We may rely upon projections developed by 
the investment manager or a portfolio entity concerning a portfolio 
investment’s future performance. Projections are inherently subject 
to uncertainty and factors beyond the control of the manager 
and the portfolio entity. Regulation: The manager’s operations 
may be subject to extensive general and industry specific laws and 
regulations. Private strategies are not subject to the same regulatory 
requirements as registered strategies. No Market: The LP Units are 
being sold on a private placement basis in reliance on exemptions 
from prospectus and registration requirements of applicable securities 
laws and are subject to restrictions on transfer thereunder. Please 
refer to the Confidential Private Placement Memorandum for 
additional information on the risks inherent in the funds and strategies 
mentioned herein. Meteorological and Force Majeure Events Risk: 
Certain infrastructure assets are dependent on meteorological and 
atmospheric conditions or may be subject to catastrophic events 
and other events of force majeure. Weather: Weather represents 
a significant operating risk affecting the agriculture and forestry 
industry. Commodity prices: Cash flow and operating results of the 
strategy are highly dependent on agricultural commodity prices which 
can be expected to fluctuate significantly over time. Water: Water is 
of primary importance to agricultural production. Third Party Risk: 
The financial returns may be adversely affected by the reliance on third 
party partners or a counterparty’s default.

For further risks we refer to the relevant fund prospectus. 

United Kingdom: This document is issued by Fiera Capital (UK) 
Limited, an affiliate of Fiera Capital Corporation. Fiera Capital (UK) 
Limited is authorized and regulated by the Financial Conduct Authority 
and is registered with the US Securities and Exchange Commission 
(“SEC”) as investment adviser. Registration with the SEC does not 
imply a certain level of skill or training. 

Abu Dhabi Global Markets: This document is issued by 
Fiera Capital (UK) Limited, an affiliate of Fiera Capital Corporation. 
Fiera Capital (UK) Limited is regulated by the Financial Services 
Regulatory Authority.

United Kingdom – Fiera Real Estate UK: This document is issued 
by Fiera Real Estate Investors UK Limited, an affiliate of Fiera Capital 
Corporation. Fiera Real Estate Investors UK Limited is authorized and 
regulated by the Financial Conduct Authority. 

European Economic Area (EEA): This document is issued by 
Fiera Capital (Germany) GmbH (“Fiera Germany”), an affiliate of 
Fiera Capital Corporation. Fiera Germany is authorized and regulated 
by the Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin). 

United States: This document is issued by Fiera Capital Inc. 
(“Fiera U.S.A.”), an affiliate of Fiera Capital Corporation. Fiera U.S.A. 
is an investment adviser based in New York City registered with the 
Securities and Exchange Commission (“SEC”). Registration with the 
SEC does not imply a certain level of skill or training. 

United States - Fiera Infrastructure: This document is issued 
by Fiera Infrastructure Inc. (“Fiera Infrastructure”), an affiliate 
of Fiera Capital Corporation. Fiera Infrastructure is registered as 
an exempt reporting adviser with the Securities and Exchange 
Commission (“SEC”). Registration with the SEC does not imply a 
certain level of skill or training.

United States - Fiera Comox: This document is issued by Fiera 
Comox Partners Inc. (“Fiera Comox”), an affiliate of Fiera Capital 
Corporation. Fiera Comox is registered as an investment adviser with 
the Securities and Exchange Commission (“SEC”). Registration with 
the SEC does not imply a certain level of skill or training. 

Canada

Fiera Real Estate Investments Limited (“Fiera Real Estate”), a 
wholly owned subsidiary of Fiera Capital Corporation is an investment 
manager of real estate through a range of investments funds. 

Fiera Infrastructure Inc. (“Fiera Infra”), a subsidiary of Fiera Capital 
Corporation is a leading global mid-market direct infrastructure 
investor operating across all subsectors of the infrastructure 
asset class. 

Fiera Comox Partners Inc. (“Fiera Comox”), a subsidiary of 
Fiera Capital Corporation is a global investment manager that 
manages private alternative strategies in Private Credit, Agriculture, 
Private Equity and Timberland. 

Fiera Private Debt Inc. (“Fiera Private Debt”), a subsidiary of 
Fiera Capital Corporation provides innovative investment solutions to 
a wide range of investors through two distinct private debt strategies: 
corporate debt and infrastructure debt. 

Please find an overview of registrations of Fiera Capital Corporation 
and certain of its subsidiaries here:  
https://www.fieracapital.com/en/registrations-and-exemptions. 
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