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DeepSeek's R1 Al model impacted world markets, like no other [Al] model, app, or technology, by
triggering a steep selloff to start the trading week. Despite introducing itself to the world on
December 26th, 2024 (DeepSeek-V3), the release of the R1 model roiled markets like no other,
particularly the tech sector. While the performance of the R1 model impressed, claims by the
Chinese startup it was able to achieve it with minimal costs stands in stark contrast to the billions
of dollars being spend elsewhere, hence, directing focus to the valuations of [Al] tech companies. A
simple tweet by billionaire Marc Andreessen on Sunday reflected this best acknowledging R1's
introduction was "Al's Sputnik” moment. As such, the S&P tech sector was the sole one to end the
month lower by nearly 3%, with other sectors advancing at least 1.7% (real estate) and as much
as nearly 9% (communications).

Regardless of the claims by DeepSeek, the selloff to begin the week, and subsequent recovery
throughout the week, demonstrates heightened volatility in the markets and that selloffs are
happening more frequently (this being the fourth (4th) in six (6) months). The elevated valuations
of US equities will see continued challenges on headlines alone. Investors seem not willing to
understand or analyze context [of headlines] but instead prefer to do so after selling (hence, the
idiom, "shoot first, ask questions later").
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Despite the selloff at the beginning of the
week, markets found a way to recover,
helping the S&P500 close out the month,
advancing 2.93%. This may bode well for
the remainder of the year if the January
effect ("as goes January so goes the year")
holds true. Both the tech-heavy Nasdaq
Composite and the Dow Jones advanced,
too, ending the month up 1.8% and 5.1%,
respectively.

For the week, however, the S&P500 and
Nasdaq Composite declined 1% and 1.6%,
respectively, while the Dow managed to
advance slightly by 0.3%. Besides
DeepSeek R1's impact from which markets
were recovering towards the weekend,

news mid-day Friday that the US will impose tariffs on Canada, Mexico (of 25%) and China (of 10%)
beginning February 1st, triggered anew a selloff in the late hours, exacerbating the negative

sentiment in the markets.
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The recovery in markets, despite the
negative sentiment, was helped in part by
a large number of companies generally
reporting better than expected quarterly
earnings across all sectors, including
semiconductors that were hit strongest by
the selloff this past Monday. Focusing on
tech, analysts were able to take advantage
of inquiring about the implications from
DeepSeek's R1 model on their respective
business plans, including from a few of the
Mag-7 (namely Apple, Microsoft, Meta, and
Tesla) that reported better results, except
for Tesla. Guidance provided for the
quarter ahead, however, was somewhat
mixed, except again Tesla, which promised
the launch of its Robotaxis by June.

Company earnings reports will continue this upcoming week, with over five hundred (500)
Companies reporting, including Google and Amazon, while the much-anticipated report by the last
of the Mag-7, NVDA will not be due until the end of February.

On the macroeconomic front, US GDP for the 4th quarter grew 2.3%, less than the expected 2.5%.
This was the first read and may be revised but showed consumption up significantly (4.2% inside of
GDP - best since Q1'23) and prices paid lower than expected (2.2% vs 2.4%), nevertheless
sequentially higher than previously of 1.9% in Q3. Increased spending (by both consumer and
government), higher net exports (due to lower imports) offset lower investments in the quarter.
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_ Jobless claims for the week were better
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claims for the week ended 1/24/25 were
revised upwards, notching above 1.9 for

the first time in 36 months.
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‘.Wmﬂmmmhllm,nmhm The Fed maintained rates steady as widely
‘l [ e expected, and even though it did not share
its projections (next release expected for
March's meeting), the somewhat hawkish
tone did not help market sentiment. Based

on the announcement and subsequent
statements during the press conference,
monetary policy is shifting from
preemptive to reactive with data
dependency once again in focus. The
FOMC was unanimous in its decisions to keep interest rates steady and cited strong
macroeconomics in the US together with a balanced labor market (allowing it to focus solely on
inflation). Despite acknowledging that the Fed fund rate was "meaningfully" above neutral, they
expressed no rush to cut them soon to address it. Hence, given the continued runoff of the Fed’s
balance sheet (i.e., a deliberate measure to reduce its balance sheet) arguably policy will remain
somewhat restrictive and keep rates along the yield curve elevated with some market participants
expecting long-term yields to rise in the near term. Fiscal policy measures, specifically tariffs, may
yet add additional pressures on inflation in the US that remain elevated and have yet to gravitate
towards the Fed's defined target. One thing the Fed will not do is to discuss or consider deviating
from its goal of price stability, or 2% inflation year-over-year.

Quarterly Growth Rate (SAAR)

Sources: Clearnomics,
U.S. BEA, NBER

This upcoming week will have a slew of US macroeconomics reports, with focus following the Fed's
meeting, naturally falling on the labor market related data. Tuesday kicks off with the job opening
report for December (JOLTS), followed by the non-farm payroll report on Friday for the same
month. On Thursday, the markets await the usual weekly report on initial and continuing jobless
claims.

Elsewhere in the world, the ECB did cut rates by twenty-five (25) basis points as disinflation in the
Euro-Zone progressed somewhat, even though inflation in German remained elevated at 2.8% as
reported on Friday. Notwithstanding, an update on Euro-Zone consumer prices is expected for
Monday that may support ECB's monetary policy towards neutral or easing from restrictive.
Concerns do remain, however, with service prices still showing significant inflationary pressures, all
the while growth in the Euro area appears to stagnate. Tariffs by the US may exacerbate the
growth concerns.
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If you have questions about how this may impact your investments, or how you should be
positioned, please do not hesitate to contact us at c2info@ccapital2.com.

The opinions and analyses presented are for educational and informational purposes only, and do
not necessarily represent investment advice. As such, it does not consider anyone’s particular
investment objectives, financial situation, suitability or needs and therefore cannot be relied upon
as an appropriate recommendation. If acting on information in these analyses you should consider
whether it is appropriate and suitable for your circumstances and may want to seek advice from
us, your financial or investment advisor.

Past performance is no guarantee of future results.

Copyright (c) 2025 Clearnomics, Inc. All rights reserved. The information contained herein has
been obtained from sources believed to be reliable, but is not necessarily complete and its
accuracy cannot be guaranteed. No representation or warranty, express or implied, is made as to
the fairness, accuracy, completeness, or correctness of the information and opinions contained
herein. The views and the other information provided are subject to change without notice. All
reports posted on or via www.clearnomics.com or any affiliated websites, applications, or services
are issued without regard to the specific investment objectives, financial situation, or particular
needs of any specific recipient and are not to be construed as a solicitation or an offer to buy or sell
any securities or related financial instruments. Past performance is not necessarily a guide to
future results. Company fundamentals and earnings may be mentioned occasionally, but should
not be construed as a recommendation to buy, sell, or hold the company's stock. Predictions,
forecasts, and estimates for any and all markets should not be construed as recommendations to
buy, sell, or hold any security--including mutual funds, futures contracts, and exchange traded
funds, or any similar instruments. The text, images, and other materials contained or displayed in
this report are proprietary to Clearnomics, Inc. and constitute valuable intellectual property. All
unauthorized reproduction or other use of material from Clearnomics, Inc. shall be deemed willful
infringement(s) of this copyright and other proprietary and intellectual property rights, including
but not limited to, rights of privacy. Clearnomics, Inc. expressly reserves all rights in connection
with its intellectual property, including without limitation the right to block the transfer of its
products and services and/or to track usage thereof, through electronic tracking technology, and
all other lawful means, now known or hereafter devised. Clearnomics, Inc. reserves the right,
without further notice, to pursue to the fullest extent allowed by the law any and all criminal and
civil remedies for the violation of its rights.
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