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Much Seeking Leads to Deep Worries

A daily market update from FS Insight — what you need to know ahead of opening
bell.

‘My position is that America is great precisely because it is an open society, and an
open society recognizes that nobody is the ultimate arbiter — and that we may be
wrong at times, even if we are powerful.” — George Soros

Overnight

The Day DeepSeek Turned Tech and Wall Street Upside Down WSJ_

DeepSeek Chief's Journey From Math Geek to Global Disruptor WSJ-

Why Nvidia investors are spooked by Chinese Al upstart DeepSeek FT
DeepSeek Undercuts Belief That Chip-Hungry U.S. Players Will Win Al Race WSJ
DeepSeek a ‘wake-up call’ for US tech firms, Trump says BBC

UK raises cloud competition concerns, names Microsoft and Amazon as dominant
players CNBC

Trump administration’s early immigration moves risk bipartisan pushback SE
Boeing reports its second-biggest annual loss after tough 2024 FT_
Short seller Andrew Left seeks to dismiss U.S. fraud case, filing shows CNBC

Fed's Tariffs Response Hinges on Where Americans Think Prices Are Headed WSJ
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https://www.wsj.com/finance/stocks/the-day-deepseek-turned-tech-and-wall-street-upside-down-f2a70b69?mod=WSJ_home_mediumtopper_pos_1
https://www.wsj.com/tech/ai/liang-wenfeng-deepseek-ai-8bba3bb3?mod=WSJ_home_mediumtopper_pos_3
https://www.ft.com/content/ee83c24c-9099-42a4-85c9-165e7af35105
https://www.wsj.com/tech/ai/deepseek-tech-stocks-a3e83478?mod=WSJ_home_mediumtopper_pos_2
https://www.bbc.com/news/articles/c4gpq01rvd4o
https://www.cnbc.com/2025/01/28/uk-raises-cloud-competition-concerns-singles-out-microsoft-and-amazon.html
https://www.semafor.com/article/01/27/2025/trump-administrations-early-immigration-moves-spark-political-pushback
https://www.ft.com/content/87a6e184-7077-420e-8179-d5bf885a407e
https://www.cnbc.com/2025/01/28/short-seller-andrew-left-seeks-to-dismiss-us-fraud-case-filing-shows.html
https://www.wsj.com/economy/central-banking/the-trouble-with-tariffs-what-you-think-about-prices-matters-to-the-fed-a4c7acf7?mod=hp_lead_pos2
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Scott Bessent pushes gradual 2.5% universal US tariffs plan ET_
US Senate confirms Pete Hegseth as defense secretary SEM

Norway is set to become the first country to fully transition to electric vehicles
CNBC

Chart of the Day

NVDA: 9th largest ever single day decline
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Overnight

S&P Futures +23 a point(s) (+0.4% a)
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https://www.ft.com/content/7fb420b9-1bd1-4c68-8575-94e99315051c
https://www.semafor.com/article/01/24/2025/pete-hegseth-gets-confirmed-as-trumps-defense-secretary
https://www.cnbc.com/2025/01/28/norway-set-to-be-the-first-to-fully-transition-to-electric-vehicles.html
https://cdn2.fsinsight.com/wp-content/uploads/2025/01/image-14-1.png
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Overnight range: -14 v to +26 a point(s)

APAC

Nikkei -1.39% v
Topix -0.04% v
China SHCOMP flat
Hang Seng +0.14% a
Korea flat

Singapore +0.11% a
Australia -0.12% v
India +0.56% a
Taiwan flat

Europe

Stoxx 50 +0.49% a
Stoxx 600 +0.72% a
FTSE 100 +0.59% a
DAX +0.64% a

CAC 40 +0.5% a
Italy +0.5% a

IBEX +1.04% a

FX

Dollar Index (DXY) +0.49% a to 107.86
EUR/USD -0.59% ¥ to 1.043
GBP/USD -0.44% v to 1.2444
USD/JPY +0.57% a to 155.39
USD/CNY flat at 7.2446

USD/CNH +0.34% a to 7.2765
USD/CHF +0.45% a to 0.9061
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USD/CAD +0.23% a to 14407
AUD/USD -0.68% v to 0.625

Crypto

BTC +1.25% a to 102610.29
ETH +1.05% a to 3192.06
XRP +3.6% a to 31219
Cardano +3.32% a to 0.9598
Solana +1.98% a to 238.55
Avalanche -0.84% v to 33.91
Dogecoin +1.58% a to 0.3344
Chainlink +0.63% a to 24.02

Commodities and Others

VIX -2.07% v to 17.53

WTI Crude +0.26% a to 73.36
Brent Crude +0.36% a to 77.36
Nat Gas -1.35% v to 3.65
RBOB Gas +0.54% a t0 2.039
Heating Oil +0.08% a to 2.462
Gold +0.02% a to 2741.48
Silver -0.23% v to 30.15
Copper +0.87% a to 4.269

US Treasuries

™ -0.8bps v to 4.3152%
3M -0.7bps v to 4.2838%
OM -1.3bps v to 4.2529%
12M -11bps v to 4.1161%

2Y +2.9bps a to 4.2238%
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5Y +3.2bps a to 4.3694%
7Y +3.2bps a to 4.465%
10Y +3.2bps a to 4.5667%
20Y +3.3bps a to 4.8635%
30Y +3.2bps a to 4.802%

UST Term Structure

2Y-3 vM Spread widened 1.6bps to -9.1 v bps
10Y-2 wvY Spread widened 1.0bps to 34.1 bps
30Y-10 vY Spread narrowed 0.1bps to 23.3 bps

Yesterday's Recap

SPX -1.46% v

SPX Eq Wt +0.07% a
NASDAQ 100 -297% v
NASDAQ Comp -3.07% v
Russell Midcap -0.74% v
R2k -1.03% v

Rk Value +0.32% a

R1k Growth -293% v
R2k Value +0.09% a

R2k Growth -2.06% v
FANG+ -3.67% v

Semis -9.83% v
Software -1.66% v
Biotech +0.16% a
Regional Banks +1.06% a SPX GICS1 Sorted: Cons Staples +2.85% a
Healthcare +2.19% a

Fin +114% a

REITs +1.0% a

Cons Disc +0.3% a
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Materials +0.07% a
Energy -0.74% v
Comm Srvcs -0.81% v
Indu -1.32% v

SPX -1.46% v

Utes -2.33% v

Tech -5.58% v

USD HY OaS

All Sectors +9.0bp a to 303bp

All Sectors ex-Energy +8.3bp a to 287bp
Cons Disc +9.7bp a to 245bp
Indu +6.9bp a to 227bp

Tech +10.0bp a to 311bp

Comm Srvcs +14.3bp a to 490bp
Materials +9.0bp a to 278bp
Energy +8.5bp a to 283bp

Fin Snr +5.0bp a to 263bp

Fin Sub +2.9bp a to 193bp

Cons Staples +8.0bp a to 269bp
Healthcare +6.8bp a to 375bp
Utes +10.1bp a to 222bp *

DATE TIME DESCRIPTION ESTIMATE LAST
1/28 8:30AM Dec P Durable Gds Orders 0.6 -1.2
1/28 10AM Jan Conf Board Sentiment 105.85 104.7
1/29 2PM Jan 29 FOMC Decision 4.5 4.5
1/30 8:30AM 4Q A GDP QoQ 2.7 31
1/31 8:30AM Dec PCE m/m 0.3 01
1/31 8:30AM Dec Core PCE m/m 0.2 011
1/31 8:30AM Dec PCE y/y 2.6 2.4
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DATE TIME DESCRIPTION ESTIMATE LAST
1/31 8:30AM Dec Core PCE y/y 2.8 2.81774
1/31 8:30AM 4Q ECI QoQ 09 0.8
2/3 9:45AM Jan F S&amp;P Manu PMI n/a 501
2/3 10AM Jan ISM Manu PM| 489 492

MORNING INSIGHT

Good morning!

Deepseek’s release of its Al model sent investors into a panic, but we list reasons
why this is overblown.

Click HERE for more.

TECHNICAL

= SPX's Monday selloff has brought prices to within striking distance of support.

= Semiconductor weakness doesn't yet seem complete; software likely to
outperform.

= Dollar/Yen (USD/JPY) likely has begun a large selloff.

Click HERE for more.

CRYPTO

We do our best “Al expert” impression, explore how increased model efficiency
impacts bitcoin miners, dive into the intersection of crypto and Al, and explain why
we believe this dip is worth buying.
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https://fundstrat.com/client-portal/macro-strategy/macro-minute-video/2025/01/27/video-flash-btnd-nvda-17-fall-monday-is-the-9th-worst-ever-in-a-day-and-only-4th-since-when-us-not-in-recession-bear-3-prior-times-marked-a-bottom-tick/
https://fsinsight.com/technical-strategy/daily-technical-strategy/2025/01/27/deepseek-related-selloff-should-bring-opportunity-this-week/
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Click HERE for more.

First News

If only someone could have foreseen China threatening U.S. artificial intelligence
supremacy.

Oh wait, they did.

During his first term, President Trump implemented strict controls on technology-
related exports to China, and he imposed limits on technology-related investments
linked to China as well. President Joe Biden expanded on these controls
significantly, and President Donald Trump is widely expected to continue this
expansion during his last term.

Many criticized the effort as futile, with some warning that such actions could in
fact spark larger leaps of progress in China, forcing Chinese scientists and
engineers to get more creative and inventive. We saw signs of that in September
2023, when Huawei launched a smartphone powered by a homegrown /-nm
processor. Western controls were supposed to have made that nearly impossible.

Not everybody was surprised. Microsoft President Brad Smith told CNBC that “[..]
people who don't go to China too often assume that they're behind. But when you
go there, you're impressed by how much they're doing”

Performance by DeepSeek’s Al model rivals — and in_ some ways, surpasses - those
being developed by the likes of OpenAl, Google, and Meta. As the MIT Technology
Review argued, “Rather than weakening China’s Al capabilities, the sanctions
appear to be driving startups like DeepSeek to innovate in ways that prioritize

efficiency, resource-pooling, and collaboration.”
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https://fsinsight.com/crypto-research/crypto-comments/2025/01/27/buy-the-deepseek-dip/?type=portal
https://www.piie.com/blogs/trade-and-investment-policy-watch/how-trumps-export-curbs-semiconductors-and-equipment-hurt
https://www.gisreportsonline.com/r/trump-china-national-security-ai-trade/
https://www.cnbc.com/2023/09/19/huaweis-chip-breakthrough-poses-new-threat-to-apple-in-china.html
https://www.cnbc.com/2024/11/13/china-is-catching-up-with-the-west-on-tech-microsoft-president-says.html
https://geekyants.com/blog/deepseek-r1-vs-openais-o1-the-open-source-disruptor-raising-the-bar
https://www.technologyreview.com/2025/01/24/1110526/china-deepseek-top-ai-despite-sanctions/
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Indeed, DeepSeek’'s R1 model is more resource-efficient in several ways. DeepSeek
reportedly used less advanced chips to develop R1. The startup's approach also
likely requires far less computing time to train: R1 figures weren't immediately
available, but its previous model, the V3, used about one tenth the “training
compute” used by Meta’s Llama 3.1 405B. Notably R1's operational cost per use is
estimated between 2% and 3.7% that of OpenAl's 0.

Yet does that mean the sky over Silicon Valley is falling? Not necessarily. DeepSeek
claims it used Nvidia H800 chips, a less-advanced chip that until October 2023
could be legally exported to China, but regardless of whether it used H800s or
smuggled, cutting-edge H100 chips, yesterday’'s news could actually be seen as
reinforcing the constructive thesis on Nvidia.

Also worth considering: Microsoft CEO Satya Nadella asserted yesterday that
“Jdevons paradox strikes again!” That's a succinct way of arguing that DeepSeek’s
advances in cost and efficiency could structurally increase demand for Al - a boon
for tech companies all over the world, not just China. We will explore this idea in
more detail in an upcoming FTM discussion about Al capex.
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https://epoch.ai/gradient-updates/how-has-deepseek-improved-the-transformer-architecture
https://ai.meta.com/blog/meta-llama-3-1/
https://meetcody.ai/blog/deepseek-r1-open-source-installation-features-pricing/
https://www.reddit.com/r/LocalLLaMA/comments/1i5piy1/deepseek_r1_219m_tok_output_vs_o1_60m_tok_insane/
https://fundstrat.slack.com/archives/D081S5VHEM8/p1738006313829709
https://en.wikipedia.org/wiki/Jevons_paradox
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Disclosures

This research is for the clients of FS Insight only. FSI Subscription entitles the subscriber to 1 user,
research cannot be shared or redistributed. For additional information, please contact your sales
representative or FS Insight at fsinsight.com.

Conflicts of Interest

This research contains the views, opinions and recommendations of FS Insight. At the time of publication
of this report, FS Insight does not know of, or have reason to know of any material conflicts of interest.

General Disclosures

FS Insight is an independent research company and is not a registered investment advisor and is not
acting as a broker dealer under any federal or state securities laws.

FS Insight is a member of IRC Securities’ Research Prime Services Platform. IRC Securities is a FINRA
registered broker-dealer that is focused on supporting the independent research industry. Certain
personnel of FS Insight (i.e. Research Analysts) are registered representatives of IRC Securities, a FINRA
member firm registered as a broker-dealer with the Securities and Exchange Commission and certain
state securities regulators. As registered representatives and independent contractors of IRC Securities,
such personnel may receive commissions paid to or shared with IRC Securities for transactions placed by
FS Insight clients directly with IRC Securities or with securities firms that may share commissions with IRC
Securities in accordance with applicable SEC and FINRA requirements. IRC Securities does not distribute
the research of FS Insight, which is available to select institutional clients that have engaged FS Insight.

As registered representatives of IRC Securities our analysts must follow IRC Securities” Written
Supervisory Procedures. Notable compliance policies include (1) prohibition of insider trading or the
facilitation thereof, (2) maintaining client confidentiality, (3) archival of electronic communications, and (4)
appropriate use of electronic communications, amongst other compliance related policies.

FS Insight does not have the same conflicts that traditional sell-side research organizations have
because FS Insight (1) does not conduct any investment banking activities, and (2) does not manage any
investment funds.

This communication is issued by FS Insight and/or affiliates of FS Insight. This is not a personal
recommendation, nor an offer to buy or sell nor a solicitation to buy or sell any securities, investment
products or other financial instruments or services. This material is distributed for general informational
and educational purposes only and is not intended to constitute legal, tax, accounting or investment
advice. The statements in this document shall not be considered as an objective or independent
explanation of the matters. Please note that this document (a) has not been prepared in accordance with
legal requirements designed to promote the independence of investment research, and (b) is not subject
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to any prohibition on dealing ahead of the dissemination or publication of investment research. Intended
for recipient only and not for further distribution without the consent of FS Insight.

This research is for the clients of FS Insight only. Additional information is available upon request.
Information has been obtained from sources believed to be reliable, but FS Insight does not warrant its
completeness or accuracy except with respect to any disclosures relative to FS Insight and the analyst’s
involvement (if any) with any of the subject companies of the research. All pricing is as of the market
close for the securities discussed, unless otherwise stated. Opinions and estimates constitute our
judgment as of the date of this material and are subject to change without notice. Past performance is
not indicative of future results. This material is not intended as an offer or solicitation for the purchase or
sale of any financial instrument. The opinions and recommendations herein do not take into account
individual client circumstances, risk tolerance, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies. The recipient of this report
must make its own independent decision regarding any securities or financial instruments mentioned
herein. Except in circumstances where FS Insight expressly agrees otherwise in writing, FS Insight is not
acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do
not constitute, advice, including within the meaning of Section 15B of the Securities Exchange Act of 1934.
All research reports are disseminated and available to all clients simultaneously through electronic
publication to our internal client website, fsinsight.com. Not all research content is redistributed to our
clients or made available to third-party aggregators or the media. Please contact your sales
representative if you would like to receive any of our research publications.

Copyright © 2025 FS Insight LLC. All rights reserved. No part of this material may be reprinted, sold or
redistributed without the prior written consent of FS Insight LLC.
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