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Arrow Long/Short Alternative Fund (F Class):
WTD -1.53%
MTD -1.92%
YTD 7.08%

S&P/TSX 60 (XIU ETF):
WTD 2.05%
MTD 3.48%
YTD 17.17%

S&P 500 (SPY ETF): 
WTD -1.97%
MTD 0.08% 
YTD 12.80%

Fund Commentary

Although markets were generally flat to up last week, we did see some notable divergences, the most interesting being 
Last week brought broad based weakness in the US. SPY/Nasdaq/Russell fell 2%/4%/3% respectively. Canada bucked 
the trend, up 1.5%, led by Energy and Banks. The AI trade continued to get sold, with Semis down 10%+ on the week 
and the fears manifesting most acutely in the weaker parts of the complex, namely CoreWeave, whose slide drove 
negative sentiment all week.

As we wrote last week, we are watching the AI trade closely, and it is worth refreshing our high-level view.

We believe AI is in a bubble. As with historical technological buildouts like the internet and the railroads, we see 
material risk of overbuilding, with ultimate returns failing to support the massive capex being committed. The trick, as 

ARROW LONG/SHORT ALTERNATIVE FUND 
commentary - Week ending October 16, 2026

Note: This page is not complete without disclaimers on the last page.



always, is timing and sequencing, and looking for relevant market signals to gauge where we sit on the bubble arc.

What has been gnawing at us over the past few months is the tension between the rapid adoption of AI and the rapidly 
declining cost of tokens. On one hand, we are only at the beginning of the demand curve. On the other, token costs have 
fallen precipitously since the token maxing days earlier this year (see Bloomberg chart below - proxy for token costs). 
As an extension to this, open-source models have steadily taken share and now account for more than 70% of token 
volume (see below). That elicits a further question: will models become commoditized, and if so, what are the knock on 
effects?

LLM Token Expenditure Index - measures price/million tokens

Source: Bloomberg

Tokens processed - Open vs Closed

Source: Openrouter

Our answer? We see material risk of model commoditization. If this plays out, the most at risk would be Anthropic 

Arrow Long/Short Alternative Fund Week ending October 16, 2026

Note: This page is not complete without disclaimers on the last page.



and OpenAI, but we would expect it to infect the broader AI ecosystem as well, including the Mag7 and the market as 
a whole. The US market has effectively become an AI ETF, so we do think out loud about an unwind of the AI trade 
becoming a genuine market event rather than a contained one.

That said, while we believe these risks are growing, our near-term base case is unchanged - we still expect a rally into 
year end, led by a rotation into the most beaten down corners of the market, namely small caps, cyclicals, and non-AI 
names. Looking further out, given our aforementioned thoughts on AI, we see 2027 potentially shaping up to be a con-
sequential year for the AI trade and the market as a whole, and risk mitigation and nimble trading will become more 
important as we head into next year.

Equity Allocation (% Total Portfolio including Futures)

Sector Exposures (% Long / Short Portfolio of individual companies)
 

We look forward to reporting back next week.

Thanks,
Arrow Investment Team
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Effective June 25, 2024 Arrow Long/Short Alternative Class was merged into Arrow Long/Short Alternative Fund as part of the 
corporate class fund merger. Effective June 15, 2023, the Fund was renamed Arrow Long/Short Alternative Class (formerly Arrow 
Canadian Advantage Alternative Class).

Commissions, trailing commissions, management and performance fees and expenses all may be associated with mutual fund 
investments. Please read the prospectus before investing. The indicated rates of return are the historical annual compound total 
returns net of fees and expenses payable by the fund (except for figures of one year or less, which are simple total returns) includ-
ing changes in security value and reinvestment of all distributions and do not take into account sales, redemption, distribution or 
optional charges or income taxes payable by any securityholder that would have reduced returns. Mutual funds are not guaran-
teed, their values change frequently and past performance may not be repeated.

The rates of return are used only to illustrate the effects of the compound growth rate and are not intended to reflect future values 
or returns on investment in an investment fund.

This document is provided as a general source of information and should not be considered personal, legal, accounting, tax or 
investment advice, or construed as an endorsement or recommendation of any entity or security discussed. Every effort has been 
made to ensure that the material contained in this document is accurate at the time of publication. Market conditions may change 
which may impact the information contained in this document. All charts and illustrations in this document are for illustrative pur-
poses only. They are not intended to predict or project investment results. Individuals should seek the advice of professionals, as 
appropriate, regarding any particular investment. Investors should consult their professional advisors prior to implementing any 
changes to their investment strategies. 

Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in 
nature, depend upon or refer to future events or conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,” 
“anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other similar expressions. Statements that look forward in time or include 
anything other than historical information are subject to risks and uncertainties, and actual results, actions or events could differ 
materially from those set forth in the FLS. FLS are not guarantees of future performance and are by their nature based on numer-
ous assumptions. Although the FLS contained herein are based upon what Arrow Capital Management and the portfolio manager 
believe to be reasonable assumptions, neither Arrow Capital Management nor the portfolio manager can assure that actual results 
will be consistent with these FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. 
Unless required by applicable law, it is not undertaken, and specifically disclaimed that there is any intention or obligation to update 
or revise FLS, whether as a result of new information, future events or otherwise. 

The comparison presented is intended to illustrate the historical performance of the Fund as compared with the historical perfor-
mance of a widely quoted market index or a weighted blend of widely quoted market indices or other investments. There are various 
important differences that may exist between the Fund and the stated indices or other investments that may affect the performance 
of each. The objectives and strategies of the Fund result in holdings that do not necessarily reflect the constituents of and their 
weights within the comparable indices. Indexes are unmanaged and their returns do not include any sales charges or fees. It is not 
possible to invest directly in market indices. Certain statements contained in this communication are based in whole or in part on 
information provided by third parties and Arrow Capital Management has taken reasonable steps to ensure their accuracy. Market 
conditions may change which may impact the information contained in this document.

More information about the Fund can be found on our website www.arrow-capital.com.

Historical Performance – As of September 30, 2026

 			   1-Year		 3-Year		 5-Year		 10-Year	 ITD
ALSAF - Series F	 13.05%	 10.20%	 6.61%		  8.80%		  9.61%
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