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Stocks Continue Slide, Al Trade Evolves

The S&P 500 slipped 1.39% this week, and the Nasdag Composite fell still further,
ending the week down 2.10%. Software stocks helped lead the indexes lower, as
worries over whether Al would render many forms of software redundant
maintained their presence on investors’ wall of worry.

As Fundstrat Head of Research Tom Lee put it, the story of “software eating the
world,” which we read repeatedly from 1980-2025, is now becoming one of “Al
eating software.” Yet this shift, to Lee, signals that Al is productive and has a
payoff. “To us, [the carnage in software] argues that Al's biggest impact in the U.S.
is ultimately less inflation. Because if there are fewer workers, less software and
services spend, but the same output, this is both productivity-enhancing and
disinflationary.”

From a technical analysis perspective, Head of Technical Strategy Mark Newton
acknowledged that “software has struggled to stabilize and find a bottom, [and]
they look like they're going straight down in the short run.” Going forward, Newton
told us that “l don't sense it's going to be an area to overweight within technology.”’

As he told us during our weekly huddle, however, the situation does not
necessarily look so dire for those with more of an intermediate-term
timeframe. “The intermediate-term charts help to put this deterioration into
perspective,” he suggested, and “l do sense that this group can bounce.’

Regardless of one’s views on Kevin Warsh, President Trump’s choice to succeed
Jerome Powell as chair of the Federal Reserve, Newton noted this that the
changeover to a new Fed chair has historically tended to be followed by
market uncertainty and short-term drawdowns. Newton also sees a seasonality
challenge. “The second year of a second term of a president has tended to
coincide with challenging years for stock investors,” he pointed out, a pattern that
has largely held true going as far back as Harry S. Truman'’s second term.
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For the most part, this independently coincides with Lee's view. As he reiterated
this week, Lee said, “We still think markets have enough tailwinds to get to 7,300,
and then we do think there’s likely to be a drawdown that feels like a bear market
this year. And then year-end we do finish stronger, in my view.”

Sector Allocation Strategy

These are the latest strategic sector ratings from Head of Research Tom Lee and
Head of Technical Strategy Mark Newton - part of the February 2026 update to the
FSI Sector Allocation Strategy. FS Insight Macro and Pro subscribers can click here
for ETF recommendations, precise guidance on strategic and tactical weightings,
detailed commentary, and methodology.
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https://fsinsight.com/members/stock-lists/?category=etf-outlook
https://fsinsight.com/members/stock-lists/?category=etf-outlook
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Sector ETF Allocations — Strategic Sector Ratings
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(») Live Webinar and Q&A

Crypto Market Update

Tuesday, February 24 @ 2pm ET

Mark Newton Sean Farrell
Head of Technical Strategy Head of Digital Assets

Register Now

Chart of the Week

[ fsinsight


https://fsinsight.com/event/crypto-market-update-webinar-february-2026/
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Fundstrat's Tom Lee views current mood of the market as also related to the
current rotation within the Al trade, away from the Magnificent Seven and toward
companies in processors, chips, energy, and infrastructure. Taking a look at market
history, Lee sees a similarity between the current scenario and the situation with
the initial building of nationwide wireless networks in the late 1990s. In those days,
investor appetite shifted back and forth between buying carriers and buying
infrastructure and handset makers. “Back then, wed call this ‘buying the armies or
buying the bullets,” he told us. In @ modern context and as illustrated in our Chart
of the Week, the current Al activity can be seen similarly, shifting between the
Magnificent Seven as the “armies” and those companies that make “bullets” -
processor and memory-chip makers and those in the business of building out data
centers, such as energy companies. To Lee, this current shift does not necessarily
mean underweighting or divesting from the “armies” of the Magnificent Seven. "At
some point, this rotation will arguably shift again to Mag7,” he told us.

Recent # FlashInsights

(») Live Webinar with Q&A
Macro Update &
Top Ideas Webinar

Tom Lree, CFA Mark Newton, CMT

Head of Research Head of Technical Strategy

Thursday, February 5 @ 2pm ET
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https://fsinsight.com/event/macro-update-top-ideas-february-2026/

(5 ‘ B Snapshot February 15, 2026

Stock List Performance

Upticks vs SPY ( Inception to Date )
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Disclosures

This research is for the clients of Fundstrat Direct only. FSI Subscription entitles the subscriber to 1 user,
research cannot be shared or redistributed. For additional information, please contact your sales
representative or Fundstrat Direct at fsinsight.com.

Conflicts of Interest

This research contains the views, opinions and recommendations of Fundstrat Direct. At the time of
publication of this report, Fundstrat Direct does not know of, or have reason to know of any material
conflicts of interest.

General Disclosures

Fundstrat Direct is an independent research company and is not a registered investment advisor and is
not acting as a broker dealer under any federal or state securities laws.

Fundstrat Direct is a member of IRC Securities’ Research Prime Services Platform. IRC Securities is a
FINRA registered broker-dealer that is focused on supporting the independent research industry. Certain
personnel of Fundstrat Direct (i.e. Research Analysts) are registered representatives of IRC Securities, a
FINRA member firm registered as a broker-dealer with the Securities and Exchange Commission and
certain state securities regulators. As registered representatives and independent contractors of IRC
Securities, such personnel may receive commissions paid to or shared with IRC Securities for transactions
placed by Fundstrat Direct clients directly with IRC Securities or with securities firms that may share
commissions with IRC Securities in accordance with applicable SEC and FINRA requirements. IRC
Securities does not distribute the research of Fundstrat Direct, which is available to select institutional
clients that have engaged Fundstrat Direct.

As registered representatives of IRC Securities our analysts must follow IRC Securities” Written
Supervisory Procedures. Notable compliance policies include (1) prohibition of insider trading or the
facilitation thereof, (2) maintaining client confidentiality, (3) archival of electronic communications, and (4)
appropriate use of electronic communications, amongst other compliance related policies.

Fundstrat Direct does not have the same conflicts that traditional sell-side research organizations have
because Fundstrat Direct (1) does not conduct any investment banking activities, and (2) does not
manage any investment funds.

This communication is issued by Fundstrat Direct and/or affiliates of Fundstrat Direct. This is not a
personal recommendation, nor an offer to buy or sell nor a solicitation to buy or sell any securities,
investment products or other financial instruments or services. This material is distributed for general
informational and educational purposes only and is not intended to constitute legal, tax, accounting or
investment advice. The statements in this document shall not be considered as an objective or
independent explanation of the matters. Please note that this document (a) has not been prepared in
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accordance with legal requirements designed to promote the independence of investment research, and
(b) is not subject to any prohibition on dealing ahead of the dissemination or publication of investment
research. Intended for recipient only and not for further distribution without the consent of Fundstrat
Direct.

This research is for the clients of Fundstrat Direct only. Additional information is available upon request.
Information has been obtained from sources believed to be reliable, but Fundstrat Direct does not warrant
its completeness or accuracy except with respect to any disclosures relative to Fundstrat Direct and the
analyst's involvement (if any) with any of the subject companies of the research. All pricing is as of the
market close for the securities discussed, unless otherwise stated. Opinions and estimates constitute our
judgment as of the date of this material and are subject to change without notice. Past performance is
not indicative of future results. This material is not intended as an offer or solicitation for the purchase or
sale of any financial instrument. The opinions and recommendations herein do not take into account
individual client circumstances, risk tolerance, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies. The recipient of this report
must make its own independent decision regarding any securities or financial instruments mentioned
herein. Except in circumstances where Fundstrat Direct expressly agrees otherwise in writing, Fundstrat
Direct is not acting as a municipal advisor and the opinions or views contained herein are not intended to
be, and do not constitute, advice, including within the meaning of Section 15B of the Securities Exchange
Act of 1934. All research reports are disseminated and available to all clients simultaneously through
electronic publication to our internal client website, fsinsight.com. Not all research content is redistributed
to our clients or made available to third-party aggregators or the media. Please contact your sales
representative if you would like to receive any of our research publications.

Copyright © 2026 Fundstrat Direct LLC. All rights reserved. No part of this material may be reprinted, sold
or redistributed without the prior written consent of Fundstrat Direct LLC.
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