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AI-driven uncertainties are genuinely enormous

2

Most markets are pricing the mean of a 
distribution whose variance has exploded



It’s worth revisiting the uncertainty metrics we highlighted in Jan

3

Consensus has become even tighter since then



Agenda

Bullish on AI technology

Does not mean bullish on AI market pricing

But how to cope with market momentum?
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People’s AI experiences to date vary massively

5

AI is transforming some businesses completely – 
yet many firms remain disappointed



It’s not the technology which is the problem
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It’s the integration with data and systems



Many people still underestimate AI’s true capabilities

They’re not stochastic parrots: they find meaning

The cat sat on the

But – once properly scaled - 
meaning is just a relationship 

vector in multidimensional space

Many mistakenly caricature AIs as 
probabilistic word-prediction engines
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Source: Satori Insights, with inspiration from 3Blue1Brown.

* Our favourite takes here come from any of the Geoffrey Hinton interviews – not least because he makes a credible claim not to have a vested interest. 
E.g. Godfather of AI: I Tried to Warn Them, But We’ve Already Lost .

https://www.youtube.com/watch?v=aircAruvnKk&list=PLZHQObOWTQDNU6R1_67000Dx_ZCJB-3pi&index=1
https://www.google.com/url?sa=t&source=web&rct=j&opi=89978449&url=https://www.youtube.com/watch%3Fv%3DgiT0ytynSqg


Meaning and understanding are not binary
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They grow with our ability to make connections
in multidimensional space



Meaning depends upon context

And context windows are expanding exponentially



The only thing missing is knowledge of stakes and consequences

Those are about to come with multi-sensory 
experience



Agenda

Bullish on AI technology

Does not mean bullish on AI market pricing

But how to cope with market momentum?
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Bulls say the equity rally is driven by fundamentals
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Most of it is indeed earnings growth, not re-rating



But it's not revenue growth – it's margins
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The question is how sustainable these are



Much of the margin growth is expected rather than historical

Might every sector soon reap the AI benefits 
the tech sector is reaping already?



Problem 1: You only win the margin by firing
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One firm's wage bill is another's revenue –
economy-wide it's self-defeating



Problem 2: For tech, the technology eats its own moat
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Cheap open-weight copies are months behind, 
at half the price – and models are portable



Problem 3: the economics are vulnerable to deterioration

Bullish the tech ≠ bullish market prices
17



Problem 4: The build-out rests on finite credit and circular gains
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Increasingly, AI funds AI



Agenda

Bullish on AI technology

Does not mean bullish on AI market pricing

But how to cope with market momentum?

19



Market price action has also felt increasingly circular

Individual assets have faltered, but equities 
have pushed relentlessly higher



This has rested in large part on record US equity inflows

Every dip has been bought – and every rally also



It may be circular, but that doesn’t make it unaffordable

22

Dissaving is funded by wealth gains – 
the market has become its own fuel



And yet around the edges the story has been fraying

One by one, hot assets seem to be failing
23

See The unbearable momentum of momentum, 27 May.

https://satoriinsights.com/notes/the-unbearable-momentum-of-momentum/
https://satoriinsights.com/notes/the-unbearable-momentum-of-momentum/
https://satoriinsights.com/notes/the-unbearable-momentum-of-momentum/
https://satoriinsights.com/notes/the-unbearable-momentum-of-momentum/
https://satoriinsights.com/notes/the-unbearable-momentum-of-momentum/


The Fed’s new-found credibility is partly to blame

Tightening for Wall St, easing for Main St 
– isn’t that exactly what’s required?

24

See The radicalism of a Warshian Fed, Feb26. Or on the balance sheet, We need to talk about Kevin (and Isabel), Feb26.

https://satoriinsights.com/notes/the-radicalism-of-a-warshian-fed/
https://satoriinsights.com/notes/the-radicalism-of-a-warshian-fed/
https://satoriinsights.com/notes/the-radicalism-of-a-warshian-fed/
https://satoriinsights.com/notes/we-need-to-talk-about-kevin-and-isabel/


But it’s not the real yield and US$ moves that kill you
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It’s the regime changes



So it’s not that debasement is dead
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It’s that when the hot money faltered, FOMO went with it



Debasement was always more fiscal and political than monetary
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Without improvement on deficits and rule of law, 
further debasement remains likely
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Money chasing money, not credit chasing growth

Since 2024, money creation has been eclipsed by money rotation



Look at the mismatch between the sources and uses of credit
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A record proportion of money creation is now
chasing after risk



But there is a thin line between love and hate

Odi et amo* - one asset at a time
“I hate and I love. Why I do this, perhaps you ask.
I know not, but I feel it happening and I am tormented.” – Catullus 85

*”Odi et amo. Quare id faciam, fortasse requiris.
   Nescio, sed fieri sentio et excrucior.”



And some exits are already looking clogged

First managers couldn’t sell their assets; 
now investors can’t sell their funds



Conclusion

32

The meaning is real
But the margins are 

borrowed
And the price is pure 

momentum

The signal isn’t the price: it’s when rotation turns to exit



Appendix: the decoupling is specific to equities
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Excerpted from our daily Flows & liquidity analytics, which also feature the corresponding global CB liquidity charts and many others.

Non-equity assets have continued to be driven by 
credit & liquidity

https://satoriinsights.com/presentations/analytics-reports/flows-liquidity-analytics/


Appendix: IPOs bring echoes of the early 2000s

34

De-equitisation still supportive – but drag from IPOs and 
share-financed M&A to increase



Appendix: when gold becomes a hot asset

35

Its diversification value comes not in the day-to-day 
but in the real regime changes



Appendix: Pricing diversification that won’t hold

The best hedge is still correlation
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