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any questions or want to discuss any other matters.

Markets Rotate: What’s Driving the Shift; Plus, the Dow Crosses a Milestone

After leading markets for much of the past two years, Al, tech stocks, and software specifically,
are losing leadership in early 2026, as investors rotate capital toward other sectors, including
energy, industrials, and defensive sectors.
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This shift is not the result of a single bad earnings season or a collapse in Al demand.
In fact, the opposite is true based on a strong start to Q4 earnings season.
Instead, it has been a repricing of risk and valuations. It's a 2026 reset, triggered partly by Al itself.

At the center of the recent move is the concern that rapid advances in Al are disrupting traditional
software economics faster than expected.

Recent releases from Al developers, particularly Anthropic’s plug-ins and Claude Opus 4.6, have
raised concerns that certain software-as-a-service models may face pricing pressure or declining
demand, as autonomous “agent” tools take on legal, analytical, and administrative work.

I's not new. Concerns have simmered for months, especially worries within the software sector.

Yet, while recent earnings reports have been strong, shorter-term investors have focused on
various metrics in the reports or remarks from post-earnings conference calls with company
executives.

Meanwhile, exceptionally strong demand for memory chips used in Al data centers may constrain
growth for other technology firms, as shortages and delays in key components make it harder to
scale production and meet demand.

Moreover, some investors are starting to question the staggering capital expenditures of
hyperscalers, which are companies that operate and build massive, globally distributed
data-center infrastructure.

Why are major tech firms set to pour hundreds of billions of dollars into data centers this year?
Demand for Al is strong, and investments are being made to meet growth today and tomorrow.

Nvidia’s (NVDA $184) CEO Jensen Huang told CNBC on Friday that surging capital expenditures
for Al infrastructure are justified, appropriate, and sustainable.

He said the Al buildout is being driven by “sky-high” demand for computing power.

Yet, there are anxieties in some quarters that excessive spending could create too much capacity,
making it harder to monetize those expenditures and potentially dampening future profits.

With interest rates remaining higher for longer, investors are less willing to pay premium prices
for long-term growth.

Instead, recent money has flowed into other industries that may benefit from tighter supply,
infrastructure investment, and geopolitical demand.

As a result, sectors that had been ignored have recently benefited.




While Al remains a powerful long-term theme, the market is signaling that not all tech and software
companies will be winners, highlighting the importance of diversification.

Nonetheless, to put the recent volatility in context, the S&P 500 is down just 2.58% from its
January 27 peak to Thursday’s most recent low (MarketWatch data).

And on Friday, the Dow Jones Industrials surpassed and closed above 50,000 for the first time in
its history.

Please let me know if you have any questions or if you have any other matters you'd like to
discuss.
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It is important that you do not use this e-mail to request or authorize the purchase or sale of any
security or commodity, or to request any other transactions. Any such request, orders or
instructions will not be accepted and will not be processed.

All items discussed in this report are for informational purposes only, are not advice of any kind,
and are not intended as a solicitation to buy, hold, or sell any securities. Nothing contained herein
constitutes tax, legal, insurance, or investment advice. Please consult the appropriate
professional regarding your individual circumstance.

Stocks and bonds and commodities are not FDIC insured and can fall in value, and any investment
information, securities and commodities mentioned in this report may not be suitable for everyone.

U.S. Treasury bonds and Treasury bills are guaranteed by the U.S. government and, if held to
maturity, offer a fixed rate of return and guaranteed principal value. U.S. government bonds are
issued and guaranteed as to the timely payment of principal and interest by the federal
government. Treasury bills are certificates reflecting short-term (less than one year) obligations
of the U.S. government.

Past performance is not a guarantee of future results.

Different investments involve different degrees of risk, and there can be no assurance that the
future performance of any investment, security, commodity or investment strategy that is
referenced will be profitable or be suitable for your portfolio.

The information has been obtained from sources considered to be reliable, but we do not
guarantee that the foregoing material is accurate or complete. The information contained in this
report does not purport to be a complete description of the securities, markets, or developments
referred to in this material.

The information contained is not a complete summary or statement of all available data necessary
for making an investment decision and does not constitute a recommendation.




Before making any investments or making any type of investment decision, please consult with
your financial advisor and determine how a security may fit into your investment portfolio, how a
decision may affect your financial position and how it may impact your financial goals.

All opinions are subject to change without notice in response to changing market and/or economic
conditions.

' The Dow Jones Industrial Average is an unmanaged index of 30 major companies which cannot
be invested into directly. Past performance does not guarantee future results.

2 The NASDAQ Composite is an unmanaged index of companies which cannot be invested into
directly. Past performance does not guarantee future results.

3 The S&P 500 Index is an unmanaged index of 500 larger companies which cannot be invested
into directly. Past performance does not guarantee future results.

4The Global Dow is an unmanaged index composed of stocks of 150 top companies. It cannot be
invested into directly. Past performance does not guarantee future results.

5 CME Group front-month contract; Prices can and do vary; past performance does not guarantee
future results.

6 CME Group continuous contract; Prices can and do vary; past performance does not
guarantee future results. The content was prepared by Jay Levy and other third-party providers.
All information is based on sources deemed reliable, but no warranty or guarantee is made as to
its accuracy or completeness.




