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>>Ken Applegate: When we look at our 2025 outlook, there's a couple of key points I'd like to 
make, and we can start at the Asset Class level, as small caps tend to work in cycles. For 
example, you hear global small cap that outperforms for a long period of time, and then you get 
a shorter period of time where large cap tends to outperform. I like to think about it as an 
escalator-up and elevator-down type situation. Now, recently in the last three years, we've gone 
through a period of large cap outperformance. A lot of this has been driven by the likes of the 
Mag 7 in the US. If you look at global small cap at a performance level in the last three years, 
global small caps are up about 2% per year, versus, global all cap indices is up about 9% per 
year. So from our perspective, there's an extremely compelling risk-reward as we look out over 
the long term. 
 
Now the second point is, I like to think about in 2025, there's been a lot of geopolitical change 
during the year. And we think some of the impact that we've had, for example, on the US 
elections will continue into 2025. Now, one of the ways this is manifesting itself is through 
currencies. You know, for example, you've seen the US dollar, which has continued to 
strengthen, since President Trump won the election. But currencies also work in cycles. So, one 
needs to remember, the US dollar has been strong for quite some time. So we're no currency 
experts per se, but our belief and the research we've seen points to the next 5 to 10 years, it’s 
very unlikely that you're going to see a US dollar that continues to strengthen. In fact, it's more 
likely that you'll go through a US dollar weakening cycle in the next 5 to 10 years. I think a great 
way to illustrate this is through the global indices. If you look at the US allocation and the large 
cap index, it's got about a 75% weighting today. This is the largest percentage allocation ever. If 
you're looking at history with these types of extremes that we've seen in indices, they seldom 
persist over the long term. Now I will note that in the global smallcap index, the US allocation is 
about 65%. So it's about 10% lower within the smallcap index as compared to the large cap 
index. 
 
I guess the final point would just like to make in regards to tariffs, which again, is another, you 
know, election dynamic that has occurred. And there's a lot of uncertainty as to, what tariffs that 



will be implemented by President Trump, when they'll be allocated, who will be, and which 
industries, and such. However, our perspective is, this is just part of a bigger underlying trend 
towards de-globalization. 
 
So in terms of our positioning for 2025 and beyond, I'd like to start with the final point I made 
before, which is about tariffs and this de-globalization trend that we have been seeing. We 
actually like to call this localization because that's where we see the opportunities. Now, small 
caps tend to be much more domestic-oriented in nature, so they'll actually benefit from this 
localization trend because entire industries are developed from this trend, and also that they're 
selling more to a domestic economy. The large cap companies tend to be more multinational in 
nature and can be impacted more by things like tariffs. Maybe a couple of examples: supply 
chain management is a big trend that has been going on and will continue to be a big thematic. 
 
There's a company we own in Japan called MonotaRO. They sell MRO, so essentially 
maintenance, repair and operations. They sell and they distribute products for industrial 
companies within Japan. Now, because of this scale and the network effect they have, they've 
got this access to all this inventory and they can provide this to customers very, very fast. So 
they are winning market share from a lot of the small players and a lot of the big multinational 
players, because they're focused on Japan. Another trend would be automation to improve 
efficiencies for businesses. And an obvious one would be technology companies. Sugi is a drug 
and pharmacy company, so think like a Walgreens in the US. Now what we've seen globally is 
the cost of doing business has been going up. Part of this is driven by the inflation costs. Now, 
what we've seen is that direct inflationary costs can usually be passed through to customers. 
But it's those indirect costs, things like electricity that’s really hard to pass through. But great 
companies adapt. So Sugi has been investing back into their business with quite simple things 
like their lights. They're adding dimmers on their lights. They're putting in more LED lights, which 
are much more energy efficient. The fridges they've been putting in, they're more energy 
efficient as well. So Sugi is constantly reinvesting back into their business. Sugi is one of the 
largest chains within Japan, they have about 5% market share, so the mom and pop stores, 
those one- or two-person stores, they're going out of business because they can't reinvest back 
in their business. So Sugi is a market share beneficiary during this time of uncertainty.  
 
And just the other big point is: opportunities always exist. Now for us, it's all about stocks. It's all 
about active management. You know, we're looking for earnings growth, for companies that can 
double their earnings in the next five years, and then double again. And we're also investing in 
high-quality companies, so companies with strong balance sheets that are self-funding in their 
growth. And importantly, the quality of their management team is critical to us. You know, we 
spend a lot of time meeting with management teams and assessing the quality of these 
companies. And the quality is really important for us because it provides downside protection in 
times of uncertainties. It enables companies to reinvest back in their business so that over the 
long term, they can continue to grow their earnings. So as investors, we're super excited about 
all the opportunities out there that we can invest in. 
 
Now, clearly there's a lot of uncertainties out there and there often are many uncertainties. But 
most of these are known. They're known by us. They're known by our management teams in 



which the companies that we invest in, and we have conversations with these companies about 
these things as well. And so if we think about 2025, one thing we have been doing is shifting our 
portfolio from the US into international markets. So some of these companies that I talked about 
in Japan today, are ones that we have been investing in throughout the year, and we think 
they're going to be big winners for us in 2025 and beyond. 
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[The information contained in this material are the views of Wasatch and compiled by CIBC 
Asset Management Inc., as of January 7th, 2025 , and are subject to change at any time. CIBC 
Asset Management Inc. does not undertake any obligation or responsibility to update such 
opinions. 
 
This material is provided for general informational purposes only and does not constitute 
financial, investment, tax, legal or accounting advice, it should not be relied upon in that regard 
or be considered predictive of any future market performance, nor does it constitute an offer or 
solicitation to buy or sell any securities referred to. 
Individual circumstances and current events are critical to sound investment planning; anyone 
wishing to act on this material should consult with their advisor. 
 
Commissions, trailing commissions, management fees and expenses all may be associated 
with mutual fund investments. Please read the simplified prospectus before investing. To obtain 
a copy of the simplified prospectus, call 1-888-888-FUND (3863). Alternatively, you may obtain 
a copy from your advisor. Any information or discussion about the current characteristics of this 
mutual fund or how the portfolio manager is managing the mutual fund that is supplementary to 
information in the prospectus is not a discussion about material investment objectives or 
strategies, but solely a discussion of the current characteristics or manner of fulfilling the 
investment objectives and strategies, and is subject to change without notice. Mutual fund 
securities are not covered by the Canada Deposit Insurance Corporation or by any other 
government deposit insurer, nor are they guaranteed. 
 
Forward-looking statements include statements that are predictive in nature, that depend upon 
or refer to future events or conditions, or that include words such as "expects", "anticipates", 
"intends", "plans", "believes", "estimates", or other similar wording. In addition, any statements 
that may be made concerning future performance, strategies, or prospects and possible future 
actions taken by the fund, are also forward-looking statements. Forward-looking statements are 
not guarantees of future performance. These statements involve known and unknown risks, 
uncertainties, and other factors that may cause the actual results and achievements of the fund 
to differ materially from those expressed or implied by such statements. Such factors include, 
but are not limited to: general economic, market, and business conditions; fluctuations in 
securities prices, interest rates, and foreign currency exchange rates; changes in government 
regulations; and catastrophic events. 
 
The above list of important factors that may affect future results is not exhaustive. Before 
making any investment decisions, we encourage you to consider these and other factors 
carefully. CIBC Asset Management Inc. does not undertake, and specifically disclaims, any 



obligation to update or revise any forward-looking statements, whether as a result of new 
information, future developments, or otherwise prior to the release of the next management 
report of fund performance. 
 
The material and/or its contents may not be reproduced without the express written consent of 
CIBC Asset Management Inc. Past performance may not be repeated and is not indicative of 
future results. 
CIBC Asset Management and the CIBC logo are trademarks of Canadian Imperial Bank of 
Commerce (CIBC), used under license. 
 
Renaissance Investments are offered by CIBC Asset Management Inc. ®Renaissance 
Investments is a registered trademark of CIBC Asset Management Inc.] 
 
 


