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Figure 1. The Great Rotation: Dow 50k & the CapEx Reality Check

Key takeaway: This week’s price action reinforces a rotation away from long-duration growth and toward near-term cash
flow discipline.
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Executive Summary: The Divergent Path

The first week of February 2026 gave us a textbook example of a market moving on two very different
tracks—what we see as characteristic of the late stage of a capital cycle. While the Dow Jones
Industrial Average broke through a historic milestone, closing above 50,000, the tech-heavy Nasdaq
remained under structural pressure and still ended the week in the red, despite a late rally. (see Figure
3).
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Figure 3. Weekly reality vs. Friday noise: divergence across indices
Key takeaway: The weekly trend points to a flight to quality even as the Friday rally looked more technical than
fundamental.
From our perspective, this two-speed market reflects a deliberate and increasingly sophisticated
rotation away from long-duration growth stories and toward businesses delivering immediate,
productive cash flows. We interpret this shift through three key lenses: a sharp turn in sentiment from
Al optimism to CapEx-driven Free Cash Flow anxiety in Big Tech; a series of emerging “quiet cracks” in
the US labor market; and a strong Friday rally that, in our view, was driven mainly by short-covering
rather than any genuine improvement in fundamentals. (see Figure 2).
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Executive Synthesis: A Market With Two Faces

The Dow Jones Industrial Nasdaq Composite
50,115.67 * 23,031.21¢v "
+2.50% Weekly Change | NEW ALL-TIME HIGH -1.84% Weekly Change

Investors fled to safety, prioritizing Buckled under the weight of Al costs.
understandable cash flow and industrial Friday's +2.18% rally was a technical
stability over future promises. bounce, not a structural repair. ?

THE REGIME SHIFT: The market is violently re-pricing risk based on massive Al
CapEx fears ($385B combined from AMZN/GOOGL) and a ‘Quiet Crack’ in labor data.

Figure 2. Executive synthesis: A market with two faces
Key takeaway: We see a two-speed regime: capital is rewarding immediate stability while repricing Al-linked duration risk.

For disciplined investors, this week reinforces a clear message: the era of “growth at any price” is
fading, giving way to a market regime defined by supply-side discipline, tighter capital allocation, and a
renewed focus on what actually earns its cost of capital.

US Market Impact: The Significance of Dow 50,000

The Dow crossing 50,000 is more than a feel-good round number. We see it as a visible marker of a
structural rotation in capital toward companies with tangible, proven economics. While the Nasdaq
struggles to digest the implications of massive and accelerating capital intensity, the Dow’s record
level is signaling a flight to quality, cash generation, and valuation discipline. (see Figure 11).
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Decoding Dow 50,000

e Structural Rotation: The Dow hit
50,115.67 while Nasdaq bled. This is a
flight to quality.

* Where Money is Flowing: Cyclicals,

Industrials, Real Cash Flow.

¢ Investor Psychology: The market is
tired of promises. It wants dividends,
tangible assets, and transparent
economics.

» Broadening: S&P 500 dependence
on the ‘Mag 7' is weakening as capital
rotates to the ‘Real Economy’.

Figure 11. Decoding Dow 50,000: what the milestone signals

Key takeaway: We interpret Dow 50k as a marker of capital rotating toward tangible economics, cash generation, and
valuation discipline.

In an environment where the cost of capital remains elevated, markets are starting to favor companies
that can fund their own growth instead of those that rely on ever-expanding valuation multiples and
distant promises.

US Index Performance (Week Ending Feb 6, 2026)

Index Closing Level (Feb 6) Weekly Change (%) Friday Rally (%)
$DJI 50,115.67 +2.50% +2.47%
$SPX 6,932.30 -0.10% +1.97%
$IXIC 23,031.21 -1.84% +2.18%

Alongside this equity rotation, the bond market is quietly telling its own story. The 10-year US
Treasury yield settled near 4.21%, a move that, combined with softer labor demand, points to a
recalibration of interest-rate expectations toward a more fragile domestic growth outlook. The
repricing along the US yield curve is already feeding through into global FX markets and shaping the
broader risk appetite across asset classes.

Global Markets and Macro Environment

Globally, this week’s macro narrative revolved around how US economic cooling is being transmitted
through currencies and interest rates. As investors absorbed weaker US hiring data, the US Dollar
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started to behave like a currency linked to a slower global engine, rather than an unshakeable growth
anchor.

We do not see US labor softness as a local anomaly. Instead, we interpret it as a sign that the world’s
primary consumer of goods and services is losing momentum. That has immediate consequences for
energy and commodity markets. As labor cracks appear, the broad support that has underpinned
commodity prices runs into structural resistance, nudging capital toward more defensive global
positioning.

While European indices and regional specifics were secondary to the US-driven volatility this week,
the US “Quiet Crack” in labor is already being felt far beyond American borders. Global capital is
entering a phase where liquidity becomes far more selective, avoiding jurisdictions and sectors that
cannot show a credible path to profitability in a higher-for-longer rate environment.

Sectoral Rotations: The Software Reckoning and the Palantir
Outlier

The software sector experienced a sharp re-rating this week as markets aggressively discounted
long-duration risk. The $IGV ETF, which tracks the software industry, fell from a Monday open of 89.52
to a Friday close of 82.46, a steep -7.89% weekly decline. This is the market’s way of saying it is no
longer prepared to pay up for an “Al by default” narrative that lacks near-term P&L impact. (see Figure
9).

The Software Reckoning

Software vs. Industrials: Weekly Dynamics (Feb 2-7, 2026)
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Figure 9. The software reckoning: re-rating of long-duration assets
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Key takeaway: The IGV drawdown reflects a market unwilling to pay for distant Al narratives without near-term P&L
evidence.

Capital is clearly migrating toward value and cyclicals, where cash flow is more visible, testable, and
predictable today, rather than hypothetical tomorrow.

Against that backdrop, $PLTR emerged as a notable outlier and a case study in how the market
currently rewards tangible ROI. Palantir reported Q4 2025 revenue of $1.407 billion, a 70% YoY
increase, and issued 2026 guidance of $7.20 billion. These numbers demonstrate that real Al adoption
can decouple from broader tech weakness when it is tied to measurable value creation. While the
sector at large is being punished for high multiples and vague Al promises, $PLTR stands out because
its growth is supported by a clear backlog and high incremental margins. (see Figure 10).

The Exception: Palantir ($PLTR) & The Blueprint

80%

$1.407 mnpa
+70% YoY

$7.2 mipg,
+61% YoY
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40%
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Why PLTR Surged: While the rest of software
fell, Palantir proved that Al can generate
immediate, tangible revenue acceleration.

20%

0% The Lesson: The market will pay for Al, but only

Palantir Palantir Amazon AWS if it shows up in the P&L *now*.
(Q4'25) (26 Guide)

Figure 10. Palantir as an outlier: measurable Al ROI
Key takeaway: PLTR stands out because growth is supported by visible backlog and tangible monetization, even as software

multiples compress.

To navigate this rotation, we are closely monitoring a focused watchlist. $AMZN remains front and
center as we assess the impact of its $200 billion CapEx plan on already compressed TTM Free Cash
Flow, which has fallen to $11.2 billion from $38.2 billion just a year earlier. $GOOGL is equally critical:

despite 48% growth in Cloud revenue, sentiment is dominated by a CapEx profile that has nearly
doubled to $180 billion. (see Figure 7).
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The Arms Race: CapEx Doubling Down
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Alphabet ($GOOGL) Amazon (SAMZN)

Combined CapEx of just two companies for 2026: ~$375-385 billion

This represents a material pressure on Free Cash Flow. Amazon's plan adds
$50B+ to previous market expectations, shocking the consensus.

Figure 7. CapEx doubling down: the Al infrastructure arms race
Key takeaway: Amazon and Alphabet’s 2026 spending plans intensify free-cash-flow pressure and raise the risk of a broader

multiple reset.

In contrast, $PLTR continues to serve as our benchmark for effective Al monetization. Meanwhile, $IGV
and $TLT act as our main gauges of (1) how far software multiples still have to fall or stabilize, and (2)
how the bond market is reassessing the health of the labor market.

The “Grey Rhinos”: Underestimated Signals

We see the “Quiet Crack” in the US labor market as the key second-order risk that is still being
underappreciated by the broader market. A trio of data points this week seriously challenged the
prevailing “resilient economy” narrative:

o ADP reported just 22,000 new private-sector jobs versus expectations of 45,000.
e JOLTS vacancies fell to a multi-year low of 6.5 million.
e The Challenger report showed 108,435 layoffs, the highest since the Global Financial Crisis, against
only 5,306 announced hiring plans.
Put together, this implies roughly 20 layoffs for every 1 hiring plan—a clear signal that the
employment engine is starting to stall, even if headline numbers have yet to fully reflect it. (see Figure
4).
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The Macro Fault Line: A ‘Quiet Crack’ in Labor

ADP Private Payrolls Challenger Job Cuts JOLTS Vacancies

Expected: 45k 108,435 Cuts

Actual: 22k

Q325 Jan '26

Highest level since Multi-year low in

Hiring Stalls Financial Crisis. open roles.

MoatPeak Insight: Beneath the earnings headlines, the labor foundation is
eroding. We are witnessing a triple signal of cooling.

Figure 4. The 'Quiet Crack' in labor: early warning signals
Key takeaway: ADP, JOLTS, and Challenger data collectively point to cooling labor demand that could pressure growth

expectations.

At the same time, the Big Tech CapEx “Arms Race” has reached levels that, in our view, threaten
industry-wide returns. Combined 2026 investment plans for $AMZN and $GOOGL are now in the range
of $375-385 billion. Through the lens of Capital Cycle theory, this kind of surge in investment is often
the prelude to capital destruction, as overcapacity drives down returns on invested capital. (see Figure
6).
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The $385 Billion Reality Check

Combined 2026 CapEx Plan: Amazon & Alphabet

Key Narrative: The narrative has £ £ Quote:

shifted from "Al Revenue” to ‘Al Cost'. “When CapEx becomes the
headline, growth multiples
compress.

‘What can Al do?’ They are asking The market demands an ROI
‘Where is the Free Cash Flow going?'. roadmap.”

Investors are no longer asking

Figure 6. The $375-385B CapEx reality check: Al cost vs. free cash flow
Key takeaway: Large-cap Al CapEx is now a front-line valuation variable; the market is demanding a clearer ROI path.

The sheer scale of this spending poses a direct threat to Free Cash Flow and margin stability. Without a
rapid and clearly demonstrable ROI on Al infrastructure, today’s growth leaders risk morphing into
tomorrow’s value traps, as their cash flows and multiples are forced to reconcile with economic reality.

MoatPeak Scenarios and Probabilities

Our forward-looking view is framed through reflexivity—the idea that market prices and expectations
don’t just reflect fundamentals; they can actively shape them. The paths ahead are heavily conditioned
on the upcoming labor data, particularly the February Non-Farm Payrolls (NFP) report. (see Figure 5).
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The Missing Benchmark: Waiting for NFP

Due to the partial federal shutdown, the
FEBRUARY 2026 Bureau of Labor Statistics (BLS)
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MoatPeak Insight: Beneath the earnings headlines, the labor foundation is
eroding. We are witnessing a triple signal of cooling.

Figure 5. Waiting for NFP: the missing benchmark
Key takeaway: With NFP delayed, confirmation of labor cooling is postponed—raising event risk around the next print.

Scenario matrix (conditioned on labor data)

Scenario Probability Description Trigger

Base Case 50-60% **Slow Cooling:** Feb 11 NFP Report
Bull Case 20% **Al ROI Surprise:** Q1 2026 Earnings
Bear Case 20-30% **The Hard Landing:** NFP < 20k

research@moatpeak.com Page 10 www.moatpeak.com



<™ MOATPEAK

INDEPENDENT RESEARCH

MoatPeak Scenarios & Probabilities

Base Case - 50%

Bull Case - 20%

ase -30%

Volatile Rotation

Tech remains under pressure; Capital

flows to Industrials/Value. NFP
confirms cooling but not collapse.

The Hard Landing

NFP collapses (<20k). CapEx fears
turn to panic selling. Recessions
signals flash red.

Productivity Miracle

NFP stabilizes. Tech giants articulate
clear Al ROI, resuming the rally.

Strategy: Overweight
éIé Dow/Value.

2\ Strategy: Cash is king;
Hedge with Treasuries.

Strategy: Buy the dip
in Quality Tech
($GOOGL, $AMZN).

Figure 13. MoatPeak scenarios & probabilities (conditioned on labor data)
Key takeaway: Our base case remains slow cooling, with meaningful tail risks if NFP prints materially below expectations.

In our view, the February 11 NFP report is the pivotal macro event. It will help determine whether the

current “Quiet Crack” is a short-lived wobble or the start of a deeper, structural slowdown that

redefines market leadership for the next several years. (see Figure 12).

Forward Outlook: The Three Pillars

Labor Truth (Feb 11)

By

Waiting for the delayed
NFP to confirm the “Quiet
Crack”.

Trigger:

e <50k jobs = Recession Fear.

* >150k jobs = Soft Landing
Intact.

CapEx Digestion

Moving from “Shock” to
“Analysis”. Investors will
scrutinize ROI
explanations from Big
Tech. No more blank
checks.

Rotation Persistence

0y

Will the flow into Value
continue? We expect
volatility to favor the Dow
components over high-
multiple software in the
short term.

Figure 12. Forward outlook: the three pillars to watch
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Key takeaway: Our near-term roadmap centers on labor confirmation, ROI scrutiny for Big Tech CapEx, and whether the
rotation persists.

Strategic Insights: The MoatPeak Lens

At MoatPeak Research, we are increasingly focused on the shift from Al as a revenue catalyst to Al as a
Free Cash Flow risk. Capital Cycle theory is clear: sustained high CapEx across an industry usually
compresses returns, as companies over-invest to defend or extend their competitive positions.

We believe we are now watching this process unfold in real time. Alphabet’s latest quarter was
operationally strong, with $113.8 billion in revenue, yet our interpretation is that the market is right to
question a plan to double CapEx to $180 billion without offering commensurate clarity on margin
preservation and capital discipline.

Here, we deliberately separate two layers of analysis: the fundamental strength of core operations and
our judgment on capital allocation. In the current phase of the cycle, markets are starting to penalize
companies for “buying revenue” at the expense of their balance sheets. The shift in $AMZN'’s Free Cash
Flow from $38.2 billion to $11.2 billion is, to us, a classic warning sign. When investment growth far
outpaces cash generation, the risk of a broad multiple reset becomes systemic rather than
idiosyncratic. (see Figure 8).

Company Deep Dive: Operations vs. Capftal Weight

Alphabet ($GOOGL) Amazon ($AMZN)

The Good: Revenue $113.8B (+18% The Good: Net Sales $213.4B (+14%
YoY). Cloud grew +48% to $17.7B YoY). AWS Revenue $35.6B (+24%
with expanding margins. YoY).

X The Bad: $180B CapEx guide X The Bad: $200B CapEx plan vs
terrified investors worried about FCF $150B expected.
compression. Operational beats $150B expected. TTM Free Cash
were overshadowed by Flow ($11.2B) is lagging significantly
infrastructure costs. behind the investment rate.

Verdict: Excellent operational quarters were buried by the sticker shock of // "

the Al Arms Race. W

— ‘ /

Figure 8. Operations vs. capital weight: separating execution from allocation

Key takeaway: Operational strength is not sufficient in this regime; capital discipline is increasingly the market’s gating
factor.

Investor Roadmap for 2026
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For retail and long-term investors, the early weeks of 2026 underscore a key principle: durable wealth
is built on understandable, verifiable cash flows—not on distant narratives. The strong Friday bounce
offered an opportunity for some participants to exit losing positions and for others to re-enter risk
assets, but in our view it did not resolve the underlying shifts in labor dynamics and capital spending

behavior.

We think the most prudent stance for now is one of informed patience: remain engaged, but wait for
the delayed NFP print to provide a clearer macro signal before making large directional bets. (see
Figure 14).

The Investor’s Decision Checklist

CapEx Valuation AL Event E%

Sensitivity =2y Discipline allnll Risk S
Review exposure to Reduce exposure to >10x Hedge for Feb 11 NFP
companies with rising Sales software with no volatility. The “Quiet
CapEx but flat FCF. immediate Al revenue. Crack” could become a
loud break.
Look for “Pick and Accumulate “Real
Shovel” beneficiaries of Economy” stocks with
the $385B spend (Semis, dividend support.

Cooling, Energy).

Figure 14. Investor decision checklist: discipline over narratives
Key takeaway: We prefer informed patience into NFP and a MROIC lens—favoring visible cash flow and avoiding CapEx

races with declining FCF.

Within portfolios, we recommend working with a Marginal Return on Invested Capital (MROIC) mental
model. For every holding, the central question should be: Is the next dollar of spending likely to
generate more than a dollar of present-value cash flow? Companies like $PLTR, which combine high
incremental margins with a visible backlog, currently pass that test. Firms engaged in
multi-hundred-billion-dollar CapEx races while their Free Cash Flow is declining do not.

Intellectual honesty requires us to recognize that the phase of “growth at any price” is over. The arrival
of Dow 50,000 is not just a headline—it’s a symbol of a market returning to the core principles of the
Capital Cycle. In this regime, sustainable value is typically found where capital is scarce and

disciplined, not where it is abundant and increasingly desperate. (see Figure 15).
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Final Word: Numbers over Narratives

The era of blind faith in ‘Al Growth’ is over. We have entered the era of ‘Al ROI’.

Ignore the headlines. Watch the Free Cash Flow. Watch the Labor Data.
In a market of two speeds, the winner is the investor who separates
v |
‘Cost’ from ‘Investment’. ‘

MoatPeak Independent Research

Figure 15. Final word: numbers over narratives

Key takeaway: In our view, the market is re-anchoring on cash flow and capital cycle discipline as “growth at any price”
fades.

research@moatpeak.com Page 14 www.moatpeak.com



<™ MOATPEAK INDEPENDENT RESEARCH

Disclosures

MoatPeak — Independent Research
MoatPeak is an independent macroeconomic and sector-focused research platform dedicated to helping investors navigate
complex market regimes through scenario-based analysis, institutional synthesis, and disciplined risk frameworks.
Our research integrates insights from global investment banks, asset managers, and macroeconomic data sources, translated
into clear, actionable perspectives for long-term, strategic investors.
MoatPeak is not affiliated with any financial institution, broker-dealer, or asset manager.

Important Disclosures & Disclaimer
This report is provided for informational and educational purposes only and does not constitute investment advice, a
recommendation, an offer, or a solicitation to buy or sell any securities, financial instruments, or investment products.

All views expressed reflect the author's judgment at the time of publication and are subject to change without notice. Past
performance is not indicative of future results. Investing involves risk, including the potential loss of principal.
MoatPeak does not provide personalized investment advice and does not consider the investment objectives, financial situation,
or specific needs of any individual reader. Readers are encouraged to conduct their own research and consult with professional
advisors before making any investment decisions.

While the information contained herein is believed to be reliable, it is derived from publicly available sources and third-party
materials. MoatPeak makes no representation or warranty as to the accuracy, completeness, or timeliness of the information
provided.

Intellectual Property & Usage
© 2025 MoatPeak. All rights reserved.
This report, including its content, structure, analysis, charts, and visual elements, is the intellectual property of MoatPeak and may
not be reproduced, redistributed, or transmitted, in whole or in part, without prior written permission.

Contact
research@moatpeak.com www.moatpeak.com

A

MOATPEAK

INDEPENDENT RESEARCH

Figure 16. Important disclosures & contact

Key takeaway: This report is informational and educational, not investment advice; MoatPeak is independent and provides
contact details.

MoatPeak — Independent Research

MoatPeak is an independent macroeconomic and sector-focused research platform dedicated to
helping investors navigate complex market regimes through scenario-based analysis, institutional
synthesis, and disciplined risk frameworks. Our research integrates insights from global investment
banks, asset managers, and macroeconomic data sources, translated into clear, actionable perspectives
for long-term, strategic investors. MoatPeak is not affiliated with any financial institution, broker-
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contained herein is believed to be reliable, it is derived from publicly available sources and third-party
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