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Markets are navigating significant volatility following the

announcement of a groundbreaking Al development by DeepSeek,

a Chinese startup. The company has introduced a free large
language model (LLM), DeepSeek R1, claiming it matches the
performance of leading Al systems at seemingly a fraction of the
cost.

WHY ARE MARKETS CONCERNED?

DeepSeek’s cost efficiency may offer a counterpoint to the
widespread belief that the future of Al will require ever-increasing

amounts of power and energy to improve. This has raised concerns

about the valuation hype of the soaring tech stocks.

Developed in just two months for $6 million, the model has also
challenged the efficacy of the current surge in Al infrastructure
spending by major U.S. tech companies.

HOW HAVE MARKETS REACTED?

Within the S&P 500, the technology sector increased from 19% in
2018 to 33% in 2025, driven in no small part by the rise of Al.
DeepSeek’s model triggered a sharp selloff in U.S. technology
stocks, with Nvidia leading the losses, plunging nearly 17%. This
marked a historic one-day decline in market value, wiping out over
close to $600 billion.

According to Dow Jones Market Data, Monday’s market decline
erased roughly $1 trillion in market-cap, underscoring the scale of
investor concerns.

WHERE TO FROM HERE?

While the market’s immediate focus is on disruption, increased Al
efficiency could ultimately accelerate adoption across industries,
unlocking new growth opportunities. However, questions remain
about DeepSeek’s scalability and operational costs.

Technological innovation continues to reshape markets, and while
periods of disruption may create winners and losers, they also
provide opportunities for disciplined, long-term investors. Staying
diversified, and focusing on your financial objectives remain the
best ways to navigate volatility.
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"it matches the
performance of leading Al
systems at a fraction of
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and operational costs”



Al DISRUPTION SPARKS MARKET SHIFTS

SA INDUSTRY EXPOSURE

The below chart illustrates the exposure of all feeder funds in the
ASISA Global Eqg General category to the technology sector. The
average technology exposure across the category is 24%, with the
majority invested in the US technology sector.
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As always, we're here to assist you through these changes. If you
would like to review your portfolio or discuss any concerns, please
do not hesitate to reach out to your PPS Investment Specialist.

Disclaimer

The information, opinions and any communication from PPS Investments Group,
whether written, oral or implied are expressed in good faith and not intended as
investment advice, neither does it constitute an offer or solicitation in any manner.
Furthermore, all information provided is of a general nature with no regard to the

specific investment objectives, financial situation or particular needs of any person.

It is recommended that investors first obtain appropriate legal, tax, investment or
other professional advice prior to acting upon such information. This information
is provided to you by PPS Investments Group in relation to your Profit-Share
Allocation and must not be considered in isolation to other potential

member benefits.

PPS Investments Group endeavours to provide accurate and timely information
but we make no representation or warranty, express or implied, with respect to the
correctness, accuracy or completeness of the information and opinions. We do not
under-take to update, modify or amend the information on a frequent basis or to
advise any person if such information subsequently becomes inaccurate.

This information is provided to you by PPS Investments Group in relation to your
Profit-Share Allocation and must not be considered in isolation to other potential
member benefits.

The PPS Profit-Share and Profit-Share Cross-holdings Booster are benefits
available to PPS members only and are not financial services regulated by the
FAIS Act, but are Insurance obligations in terms of the Insurance Act 18 of 2017.

PPS Investments Group is a subsidiary of Professional Provident Society
Insurance Company Limited, a Licensed Insurer and Financial Services Provider.
PPS Investments Group consists of the following authorised Financial Services
Providers: PPS Investments (Pty) Ltd(“PPSI”), PPS Multi-Managers (Pty)
Ltd("PPSMM") and PPS Investment Administrators (Pty) Ltd(“"PPSIA”); and
includes the following approved Management Company under the Collective
Investment Schemes Control Act: PPS Management Company (RF) (Pty) Ltd
("PPS Manco”). Financial services may be provided by representative(s) rendering
financial services under supervision. www.pps.co.za/invest.
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