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Overview
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1. Governance & Risk

2. Current risks

a. Concentrations

b. Valuations

3. Reasonable solution ideas

a. Allocation

b. Active approach

c. Active/Passive

4. Our approach

5. Discussion



Risk Governance vs. Market Timing
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Inherently forward-looking,
avoid extrapolation/inertia

Framework definitions, 
systems, tolerances, etc.

Risk budgeting 
allocation

Identify and measure 
exposures

Avoid, accept, 
transfer or mitigate

Ongoing monitoring



Concentration Risk
S&P 500 Has Become More Extreme
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Materially 
elevated, 
warrants 
exposures 
review

Source: Strategas Research Partners, Bloomberg
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Concentration Risk
MSCI World is Increasingly Dominated by the US
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Source: Datasteam, Investment Markets
https://www.investmentmarkets.com.au/articles/macro/the-u-s-vs-the-rest-of-the-world-6a26725398c1e4c1c01bab13

Country Weights (%) in the MSCI World Index

Global exposure 
dominated by US

https://www.investmentmarkets.com.au/articles/macro/the-u-s-vs-the-rest-of-the-world-6a26725398c1e4c1c01bab13


Sector Shift to Tech/AI Dominance
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Past High Profile Concentration Cycles
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The History of Stock Market Bubble Concentration as % of US Market Cap 

Source: BofA Global Investment Strategy. GFD Finaecon, Bloomberg https://www.bloomberg.com/news/articles/2026-05-22/bofa-s-hartnett-warns-mega-ipos-risk-bubble-like-roaring-20s
Note: Japan measures as % of MSCI ACWI, all others as % of US stock market. 
** AI Big 10 = Magnificent  7 + Broadcom, AMD, Micron. 

https://www.bloomberg.com/news/articles/2026-05-22/bofa-s-hartnett-warns-mega-ipos-risk-bubble-like-roaring-20s


US Investment Boom in AI
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AI Hyperscalers (2026)

Spending as a % Share of GDP (Annual Average)

Source: National Bank of Canada Economics and Strategy (NBC source their data from Wall Street Journal and Measuring Worth) 



Leith Wheeler US Equity Fund
Data Centre Exposure Across the Value Chain
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GPU / AI Compute 
NVIDIA

Networking Chips 
BROADCOM

Memory
MICRON

Our Holdings
  Ecosystem (not held) 

Source: Leith Wheeler Investment Counsel, ChatGPT
(1) Teal boxes represent our US equity holdings as of March 31, 2026.
(2) Image used in this slide is AI-generated and intended to illustrate exposure to different areas of a Data Centre.

Power &Grid 
• Entergy 
• CenterPoint Energy 
• PG&E
• Xcel Energy 

Cooling & Building 
Systems

• Vertiv 
• Johnson Controls 
• WESCO
• AECOM 

Compute, Networking & 
Components 

• Hewlett Packard 
• QUALCOMM 
• Coherent
• Microchip Technologies 

Real Estate & Digital 
Infrastructure 

• Digital Realty 
• American Tower
• Prologis 



Capital Flows:
A Web of Circular Financing 
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Source: Bloomberg News Article "OpenAI, Nvidia Fuel $1 Trillion AI Market with Web of Circular Deals“
https://www.bloomberg.com/news/features/2025-10-07/openai-s-nvidia-amd-deals-boost-1-trillion-ai-boom-with-circular-deals

https://www.bloomberg.com/news/features/2025-10-07/openai-s-nvidia-amd-deals-boost-1-trillion-ai-boom-with-circular-deals


Capital Flows:
A Web of Circular Financing (1997-2001) 
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Source: Company annual reports; SEC filings; Bloomberg; FactSet; The Canadian Encyclopedia (Nortel). Graph generated using AI – Anthropic Claude
Note: Market capitalizations are approximate peak values reached between late 1999 and late 2000. The Nasdaq peaked March 10, 2000. For illustrative purposes only.



Why Value Matters
S&P 500 Forward P/Es and Subsequent 10-year Performance
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S&P 500

Leith
Wheeler 
Strategy 
Range

Source: Leith Wheeler Investment Counsel, S&P Dow Jones Indices, Bloomberg Inc
Data from December 31, 1991 to  March 31, 2026, using Bloomberg best forward P/E ratios.  

Subsequent 10-Year 
Annualized Returns were 
higher when forward P/E 
multiples were below the 
S&P 500’s current range
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Why Value Matters
S&P 500 Forward P/Es and Subsequent 1-year Performance
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S&P 500Leith
Wheeler 
Strategy 
Range

Source: Leith Wheeler Investment Counsel, S&P Dow Jones Indices, Bloomberg Inc
Data from December 31, 1991 to  March 31, 2026, using Bloomberg best forward P/E ratios.  

Subsequent 1-Year 
Annualized Returns show 

less of a clear pattern 
based on starting P/E 

forward multiples.



Schiller Price/Earnings Ratio
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41.8x
44.2x

Source: Irrational Exuberance, by Robert Shilller https://www.multpl.com/shiller-pe/table/by-year
Shiller PE ratio for the S&P 500. Price earnings ratio is based on average inflation-adjusted earnings from the previous 10 years, known as the Cyclically Adjusted PE Ratio (CAPE Ratio), Shiller PE Ratio, or PE 10. 

From 44.2x 
in 1999 the 

S&P 500 
returned 

about -2.7% 
pa over the 
decade to 

2010

https://www.multpl.com/shiller-pe/table/by-year


Margin for Error:
Why Elevated Valuations Raise the Stakes
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Source: Shiller CAPE — Robert Shiller, Irrational Exuberance / multpl.com (S&P 500, monthly through May 2026). Forward P/E — RBC, Bloomberg, as of Mar 31, 2026. Decade return — Leith Wheeler Investment Counsel, Bloomberg, S&P, MSCI 
(S&P 500 price return, C$, 2000–2010). Sensitivity figures are illustrative arithmetic, holding earnings constant.

Sensitivity: a 23x multiple reverting...

-22%

-39%

to 18x to 14x

Reversion over 5 years 
would generate headwinds 
of ~ 5% or 9% to annualized 
performance!

The higher the entry 
multiple, the thinner the 
cushion for uncertainty.



Performance by Decade
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2020-2025 2010 -2020 2000-2010 1990-2000 1980-1990 1970-1980

S&P/TSX (C$) 16.1% 5.8% 6.6% 10.6% 3.7% 9.1%

S&P 500 (C$) 16.2% 16.7% -2.7% 17.9% 9.0% 5.6%

MSCI EAFE (C$) 10.6% 8.2% -0.7% 9.4% 13.9% 11.1%

MSCI Emerging Markets (C$) 5.8% 6.2% 11.2%

Annualized Price Returns
Ending December 31

Source: Leith Wheeler Investment Counsel, S&P Dow Jones Indices, Bloomberg Inc, MSCI  Inc
Index performance are price return expressed in C$ Currency. Foreign index returns are converted to C$ based on the Bloomberg FX rate. Please see important information at the end of the presentation. 



Performance Related to Concentration
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Source: Compustat, Leith Wheeler Investment Counsel, S&P Dow Jones Indices, Bloomberg Inc
Average 1-year relative return of S&P500 top 10 Data from 1957-2024.
GMO, Quarterly Letter (1Q 2024); Compustat; Standard & Poor’s. Data for 1957–2023 reproduced from GMO Exhibit 1. 2024 update calculated using Bloomberg.



Active Performance in Increasing &
Falling Concentration Regimes Since 2001 
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Source: Russell Investments “Today’s Markets Are Extremely Concentrated. What Does This Mean for Active Management?”
https://russellinvestments.com/content/ri/us/en/insights/russell-research/2024/09/today_s-markets-are-extremely-concentrated-what-does-this-mean-f.html

3-year Median Global Active Manager Excess Return (Annualized)

Active management lags 
during periods of 

concentration, mitigates 
risks and outperforms as 

market broadens

https://russellinvestments.com/content/ri/us/en/insights/russell-research/2024/09/today_s-markets-are-extremely-concentrated-what-does-this-mean-f.html


The Lost Decade: A Cautionary Precedent
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• Investors concentrated in tech in 
2000 paid the price

• Diversified Investors were 
rewarded 

• The pattern may repeat… 
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USD, dividends reinvested.
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Is Leadership Rotating?
History Has Shown Cycles, Not Permanence
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• Regional leadership has rotated 
through previous multi-year 
cycles

• Past international 
outperformance often followed 
U.S. concentration peaks

• Potential signs of rotation are 
emerging in 2025–2026
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Lower Correlation & Higher Diversification 
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Diversification is Good Governance
Timing is Important 
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Source: Leith Wheeler Investment Counsel.
For illustrative purposes only.

Governance Goal? Diversification Response

Capital Preservation Increase diversification by Geography/Sector/Theme
Target Better Valuations 

Pension Plan Surplus Protection Diversify as above plus increase duration matching

Endowment & Foundation Real Surplus Protection Diversify as above plus add real assets 

Long-Term Performance  (nominal & real) Diversify plus maintain equity exposure



Goals, Goals, Goals!
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• Top program goals vs benchmarking

• Total Portfolio Approach: 

• More aligned measurement/analytics to goals

• Knowledge goal illustration  

• Number of books read vs insights

• Volatility at total portfolio level vs in mandates

• Alignment of measurement/analytics with goals?

Page 23

Goodhart's Law:
Beware the Measurement Becoming the Goal

Source: Leith Wheeler Investment Counsel.
For illustrative purposes only.



Takeaways for Consideration?
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EAFE

Diversified exposure across Europe, 
Australasia, and the Far East (EAFE).

ACWI ex-US

Developed EAFE plus emerging market 
exposure in a single dynamic mandate.

Emerging Markets

Targeted access to higher-growth 
economies and structural return drivers.

Ideas
1. Replace US passive (and low tracking error core strategy) by increasing active exposure 

• Fundamental approach, conviction weighted

• Demonstrated valuation discipline and no theme concentrations

2. Reduce US exposure – tactically at a minimum but consider the ten-year potential

3. Add to EAFE, EM allocations with similar valuation and theme disciplines as in 1

4. For more dynamic EAFE/EM weights use ACWI (or ACWI ex-US) 

Source: Leith Wheeler Investment Counsel.
For illustrative purposes only.



Quality at a Discount:
Portfolio Characteristics vs. Benchmarks
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Source: Leith Wheeler Investment Counsel, S&P Dow Jones Indices, MSCI Inc, Barrow Hanley Global Investors, Factset
All data as of March 31, 2026. 
(1) Based on the Barrow Hanley Global Investors Emerging Markets Composite, which represents the model portfolio for the Leith Wheeler Emerging Markets Fund since September 30, 2012. 
(2) Based on the Barrow Hanley Global Investors Non-US Value Strategy, which represents the model portfolio for the Leith Wheeler International Equity Fund since December 10, 2024. This strategy was not investible through the Leith Wheeler International 
Equity Fund prior to December 10, 2024.
(3) Based on the Barrow Hanley Global Investors Diversified Large Cap Value Strategy, which represents the model portfolio for the Leith Wheeler US Equity Fund since January 31, 2016. This strategy was not investible through the Leith Wheeler US Equity Fund 
prior to January 31, 2016.

Portfolio Characteristics
LW

Emerging 
Markets Equity(1)

MSCI
EM Index

LW 
International 

Equity(2)

MSCI
EAFE Index 

LW
US Equity(3) 

S&P 500
Index 

Forward P/E (NTM) 9.3x 11.2x 11.8x 14.6x 16.2x 19.6x

Price / Book Value 1.5x 2.2x 1.6x 2.1x 2.5x 4.8x

Dividend Yield 3.3% 2.3% 4.0% 2.8% 1.9% 1.3%

17% Discount to Index 19% Discount to Index 17% Discount to Index

All three strategies deliver value, higher income, less thematic exposure, and high quality.



Multi-Period Performance
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Source: Leith Wheeler Investment Counsel, S&P Dow Jones Indices, MSCI Inc, Barrow Hanley Global Investors
(1) Performance is presented gross of fees, on a total return basis, and in CAD currency. Returns are annualized for periods greater than one year; returns shorter than one year have not been annualized. Performance is presented in CAD, with foreign returns 
converted using Bloomberg FX rates. Based on the Barrow Hanley Global Investors Emerging Markets Composite, which represents the model portfolio for the Leith Wheeler Emerging Markets Fund since September 30, 2012 and returns shown prior are from 
the Barrow Hanley Emerging Markets Composite. Composite performance is estimated specifically for Leith Wheeler clients. Based on the Barrow Hanley Global Investors Non-US Value Strategy, which represents the model portfolio for the Leith Wheeler 
International Equity Fund since December 10, 2024. Based on the Barrow Hanley Global Investors Diversified Large Cap Value Strategy, which represents the model portfolio for the Leith Wheeler US Equity Fund since January 31, 2016. This strategy was not 
investible through the Leith Wheeler US Equity Fund prior to January 31, 2016.
(2) Benchmark for the LW International Equity is the MSCI EAFE Index. Benchmark for the LW Emerging Markets Index is the MSCI EM Index. Benchmark for the LW US Equity is the S&P500 Index. 
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A Framework for Making Adjustments
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Source: Leith Wheeler Investment Counsel.
For illustrative purposes only.

1. ASSESS

Review total portfolio 
concentration: stock, sector, and 

factor-level exposures

2. REBALANCE

Trim exposure to most expensive 
and crowded US FOMO segments 

within risk budget

3. REALLOCATE

Increase diversified international 
and emerging market equities

If relevant, add/increase real asset 
exposures

Disciplined, measured, and aligned with goals & governance principles.

• Preserve equity exposure for long-term real/nominal performance
• Reduce concentration risk
• Act before the risk is realized
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Thank you! 
Questions?

Marc Williams, CFA, FCIA, FIA
Principal, Portfolio Manager – 
Institutional Clients

Maggie Hofmann, CFA
Principal, Associate Portfolio 
Manager – Institutional Clients



Presented by: 

Thank you for joining us!  
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Maggie Hofmann, CFA 
MaggieH@leithwheeler.com 

Marc Williams, CFA, FCIA, FIA
MarcW@leithwheeler.com 

We’d be happy to continue the conversation:

mailto:MaggieH@leithwheeler.com
mailto:MarcW@leithwheeler.com


Important Information
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Products and services described herein are provided by Leith Wheeler Investment Counsel Ltd. (“Leith Wheeler”). The information in this document is confidential and may not be reproduced or redistributed in whole or in part 
without the prior written consent of Leith Wheeler. 

This document is not to be construed as either a recommendation or an offer to buy or sell any financial instruments, or the suitability thereof for a particular investor, and should not be relied upon as the sole factor in an 
investment-making decision. As with all investments, there are associated inherent risks. 

This document has been prepared in good faith from sources believed to be reliable, but no representations or warranties, express or implied, are made by Leith Wheeler, its affiliates or any other person as to the accuracy, 
completeness or correctness of such information, nor does Leith Wheeler assume any responsibility or liability therefor. 

All predictions, opinions, estimates and other similar information constitute Leith Wheeler's judgment as of the date of this document, are based on current market conditions, are subject to change without notice and are 
provided without legal responsibility.

Past performance is no guarantee of future results. Performance data of Leith Wheeler investment products is presented assuming the reinvestment of all income and distributions and in Canadian dollars, unless otherwise 
indicated. Performance is shown before investment management fees and other fees that may be charged, which will reduce a portfolio’s return.

Examples of specific holdings are intended to demonstrate our investment process and should not be construed as representative of the portfolio. Such holdings are “as of” the date indicated and may change due to ongoing 
portfolio transactions. Weightings may not total 100% due to rounding.

Index information is provided for illustrative purposes only. An investor cannot invest directly in an index. Unless otherwise noted, index returns reflect the reinvestment of income and dividends, if any, but do not reflect fees, 
brokerage commissions or other investing expenses.

Graphs and charts, if any, are used for illustrative purposes only and do not reflect actual future values or future performance of any investment. Information regarding the manner in which the charts and graphs, if any, were 
calculated is available on request.

This document may contain forward-looking statements. Any statement that necessarily depends on future events may be a forward-looking statement. Forward-looking statements are not guarantees of performance. They 
involve risks, uncertainties and assumptions. Although such statements are based on assumptions that are believed to be reasonable, there can be no assurance that actual results will not differ materially from expectations. 
Investors are cautioned not to rely unduly on any forward-looking statements. Please note we may not update any forward-looking statements, whether as a result of new information, future events or otherwise. 

Any forecast or other simulated performance data presented herein is hypothetical, not actual, and was derived from our own internal analysis of the input data. It is based on a series of subjective assumptions and estimates, 
which are disclosed on the relevant slide. Such assumptions or estimates may be inaccurate, and Leith Wheeler makes no representation about their accuracy. This information should not be relied upon as advice or interpreted as 
a recommendation. Any theoretical performance is presented gross of fees, unless stated, and does not reflect the deduction of actual or estimated management fees, transaction costs or other fees and charges that an actual 
client portfolio would have paid. 

The contents hereof have not been reviewed or audited by an independent accountant or other independent testing firm. 

This material is for informational purposes only to provide general information and is not meant to be legal, tax or investment advice for any particular investor, which can only be provided by qualified investment, legal, or tax 
counsel. Particular investment, tax, or trading strategies should be evaluated relative to each client’s objectives and risk tolerance. Parties should independently investigate any investment strategy or manager, and should consult 
with qualified investment, legal, and tax professionals before making any investments.
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