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The Capex Conundrum & The Great Rotation to Value

WEEK OF FEBRUARY 9 - FEBRUARY 13, 2026 | CONFIDENTIAL STRATEGY BRIEFING

Figure 1. Weekly market intelligence overview — The capex conundrum and the rotation to value

Key takeaway: We frame this week as a transition from narrative-driven Al enthusiasm toward return-on-capital discipline.
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Executive Summary: The Illusion of Strength vs. The Reality of
Cycles

This past week was defined by a sharp contrast between symbolic milestones and underlying
structural tension. On Friday, February 6, the $DJI briefly crossed the 50,000 mark—a powerful
psychological moment for the traditional economy that faded almost as quickly as it appeared.

Beneath that headline, we see a historic Capital Cycle pivot taking shape. A combined $645 billion in Al
infrastructure capex across five major hyperscalers is now moving from being treated as a pure
growth engine to being scrutinized as a valuation risk. For context, this level of Al spend is nearly four
times what the entire US public energy sector invests in upstream and midstream capacity.

The $645 Billion Question: Al Capex vs. Monetization

$645 Billion A, » Software Stocks: -7.5% this

‘.\\ \ week (YTD -18.6%).

1 « Investor Fear: Al agents
cannibalizing B2B seats before

4x Multiple of driving new revenue.

> Energy Sector '
Spend » Quote: “As soon as we install

Al capacity, it monetizes
immediately.” — Andy Jassy,
) Amazon CEO.

) [ :] @} © MoatPeak Verdict: Market
~ A& skepticism is rising. Payback

Announced Al Capex  Total US Public Energy Period is the new primary risk
(Top 5 Hyperscalers) Sector Capex metric.
(Upstream + Midstream)

Figure 2. The $645 billion question — Al capex versus monetization

Key takeaway: We see hyperscaler Al spend moving from a growth narrative to a valuation risk as the market focuses on
returns on capital.

The implication is straightforward: the market is rotating from “visionary” Al euphoria toward a
colder focus on actual returns on capital, and it is doing so in an environment of sticky inflation and a
labor market far weaker than headlines suggest.

Three developments this week sit at the core of our current thesis

e The Al Revenue Gap has become the main driver of tech volatility, as investors increasingly
question how long it will take for massive hardware outlays to translate into meaningful top-line
growth.

e The Real State of the Labor Market came into view with a shocking -862,000 benchmark revision,
revealing that much of 2025’s perceived strength was largely statistical rather than fundamental.
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e The Fed’s June Pivot has effectively become the new anchor. A stronger-than-expected January
payroll headline, combined with persistent core inflation, has pushed realistic expectations for rate
cuts out of the spring and toward early summer.

These data points form the ground truth against which we are now pressure-testing portfolio

positioning and risk exposure.

Executive Summary: The Reality Check

The Al Disconnect Macro Fog

Hyperscalers committed ~$645B —~ ) Headline NFP (+130k) masks
to infrastructure, yet revenue € =y W) structural weakness. Massive
lags. Market punishment of " negative revisions (-862k over the
Software stocks (-7.5%) signals a . last year) reveal a labor market
demand for immediate ROI. A N stabilizing at a lower tier.

Fed Outlook Sector Rotation
April cut is off the table. New /»@, Capital flowing from Growth/Tech

baseline is June 2026. Bond into Value/Energy/Hospitality.

markets pricing in slower easing ﬁ't‘/ ‘Old Economy’ resilience vs. ‘New
(50-75bps total in 2026). Economy’ anxiety.

Figure 3. Executive summary — the reality check across Al, macro, the Fed, and rotation

Key takeaway: Our view is that Al monetization skepticism, labor-market revisions, and sticky inflation are narrowing the
macro bridge and accelerating rotation to value.
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US Market Dynamics: Deconstructing the Risk-Off Shift

The brief breach of $DJI 50,000 turned out to be more of a sentiment spike than the start of a durable
breakout. We interpret the failure to hold this level as evidence of a market that is growing tired of
elevated multiples and increasingly skeptical of a soft-landing narrative that feels fragile.

Price action across the major indices reflected this risk-off tone

e The $SPX closed at 6,836 (-1.4%).

e The $NDX fell to 22,547 (-2.1%).

e The $DJI retreated to 49,501 (-1.2%).

The behavior of volatility was particularly telling. On Thursday, the VIX jumped 17.96%, moving from
17.65 to 20.82, as investors paid up for protection ahead of Friday’s CPI release. This kind of binary-
event hedging tells us that while investors are not in outright panic, they are no longer comfortable
assuming benign conditions by default.

The message from fixed income points to what we call a narrowing “Macro Bridge.” The 10Y UST yield
settled at 4.07%, while the 2Y UST traded around 3.40%-3.42%, compressing the 2s10s spread to 64
bps. This pattern suggests that while the bond market does expect the Fed to ease over time, it also
sees limited upside for long-term growth. (see Figure 4).

The Week in Numbers

S&P 500 ($SPX) Nasdaq-100 ($NDX) Dow Jones ($DJI)
6,836 22,547 49,501

Broad exhaustion. Software & Semi weakness. Rejected at 50k level.

Nikkei 225 10Y Treasury VIX (Volatility)

96,000+ 4.07% 20.60

New Record
Takaichi Victory Rally. Yields eased post-CPI. Spiked to 20.82 pre-CPI.

MoatPeak Insight: Broad market exhaustion is visible. The rally in
Industrials was insufficient to offset heavy selling in Tech.

Figure 4. The week in numbers — equities, rates, and volatility snapshot

Key takeaway: The drawdown in major indices alongside a volatility spike and a 10Y yield at 4.07% reflects a clear risk-off
tone.

The macro data delivered a dual shock. January NFP came in at +130,000 jobs, the strongest print since
December 2024, yet this was overshadowed by the -862,000 downward revision to 2025’s job totals.
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Macro Deep Dive: The Labor Market Mirage

Jan NFP Headline: +130k -
Composition Matters:
Waterline 4 A | | * Healthcare & Social

Assistance: +124k
4 (Defensive/Govt funded).

« Construction: +33k (Weather
anomaly).

Real Run Rate:
~15k jobs/month * Federal Gov & Finance:
(vs 584k perceived). Shedding jobs.

Conclusion: Not re-acceleration.

B T aaion Stabilization at a lower baseline.

s (Last 12 Months):
-862,000 Jobs

Figure 5. Macro deep dive — the labor market mirage and benchmark revisions

Key takeaway: We see the -862,000 benchmark revision as evidence that underlying labor momentum is far weaker than the
headline suggests.

At the same time, headline CPI slowed to 2.4%, but Core CPI remained stuck at 2.5%, held up by 3.2%
shelter inflation.

Inflation & The Fed: The ‘Sticky’ Last Mile

CPI Trends 2026

[Shelter Inﬂation] cuts New Base

Case
)\ (-25bps).

__Core CP| l \./ EO‘ -
M 2.5% & \: ;
March/April June Late 2026

\ Cuts New Base [ Total Easing:
Headline CPI ® 2.4% Priced Case 50-75bps
Out. (-25bps). (Down from
100bps).

stuck at 3.2%. Priced Out.

Yield Curve: 10Y Treasury at 4.07%. Real yields ~1.8% challenge Tech valuations.

Figure 6. Inflation and the Fed — the 'sticky’ last mile and the June pivot
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Key takeaway: Core inflation persistence keeps the Fed constrained and supports a later, June-anchored easing path, with
real yields pressuring high multiples.

Together, these dynamics show a Fed whose room for maneuver is constrained—inflation is not fully
tamed, while the labor market is weaker than it looks. That tension is an important backdrop to the
increased rotation we are seeing out of US growth and into global opportunities.

Global Market Perspectives: The Japanese Breakout

We have consistently argued that political stability is a core driver of reflexivity in asset prices. This
week, Japan provided a powerful example. The leadership transition to Sanae Takaichi, supported by a
constitutional majority, acted as a catalyst for regional risk appetite.

We refer to this as the “Takaichi Effect”—a renewed sense of policy continuity and clarity that allowed
Japanese equities to decouple from the softness in US tech. The Nikkei 225 broke out decisively, rising
3.4% to 5.6% and surpassing the 56,000 level. (see Figure 7).

Global Context: The Japanese Catalyst

Nikkei 225

Sanae Takaichi L
Victory Effect J

» Market Reaction: +3.4-5.6% rally on Monday. New All-Time High.

« Narrative: Political stability via LDP majority.

* Risk (The Gray Rhino): Takaichi is hawkish on defense/China.

» MoatPeak Action: Monitor JPY strengthening as a geopolitical hedge.

Figure 7. Global context — the Japanese catalyst and Nikkei breakout

Key takeaway: Political clarity in Japan has supported a breakout in equities, reinforcing our view that capital is gravitating
toward markets with clearer stability signals.

This strength across Asia reinforced a Peak Green trend in regional equities, even as the US Dollar
remained relatively stable with the DXY near 96.90. In Europe, $EUR/USD held firm at 1.1873,
hovering around four-year highs.

We view this global divergence as a critical second-order development. As the US grapples with its Al
payback questions, capital is gravitating toward markets where political clarity and industrial stability
are currently easier to see. These macro shifts are early signals of the sector and regional rotations
now emerging inside US portfolios as well.
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Sectoral Analysis: The Growth-to-Value Pivot

We see the current phase of the Capital Cycle as one of redistribution and re-rating. Capital is starting
to flow out of crowded, story-driven growth segments and into sectors where cash flows and pricing
power are more tangible.

Software has borne the brunt of this adjustment. The sector declined 7.5% this week, as investors
moved away from expensive, long-duration narratives toward Energy and Cyclicals, which offer more
immediate earnings visibility. In our view, this is the rational consequence of years of over-allocation
to “vision” and under-allocation to “reality.”

Within technology, $CSCO offered a clear window into the emerging “Al Pause” in enterprise
infrastructure. Its cautious guidance indicated that many corporates are deferring B2B IT spending
while they work out how to integrate new Al tools productively, rather than simply layering on more
capex.

By contrast, the Experience Economy continues to show notable resilience. Both $MAR and $HLT
reported strong earnings, with $MAR Luxury RevPAR up 6%, underscoring that higher-income
consumers still prioritize physical experiences over incremental digital upgrades. (see Figure 8).

Earnings Spotlight: The ‘Experience Economy’ Booms

Marriott (SMAR) | Hilton (SHLT)

Revenue Beat: $6.69B vs EPS Beat: $2.08 vs $2.02.
$6.67B.

Guidance: Optimistic outlook
Insight: Luxury RevPAR +6%. for 2026.
High-income consumers
prioritize travel.

Long positions in Hospitality. The consumer is

Strategy: shifting spend from ‘Things’ to ‘Experiences’.

Figure 8. Earnings spotlight — the 'experience economy' and hospitality resilience

Key takeaway: Results from $MAR and $HLT support our view that higher-income consumers continue to prioritize
experiences despite macro noise.

Healthcare and industrial names with stable demand profiles stood out as well. $BDX exemplified a
Peak Green profile of margin and demand stability, with its diagnostic systems benefiting from steady
utilization, largely independent of the tech cycle.
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More speculative, but illustrative of market psychology, was $RIVN, which rallied 26.6% despite
ongoing delivery challenges. The move shows how investors remain eager to reward credible forward
guidance that draws a believable path to 2026 profitability, even when current execution is uneven.
(see Figure 9).

Earnings Divergence: MedTech vs. Corporate IT

e s Stable margins, defensive growth.
Becton Dickinson (SBDX) {} Healthcare offers revenue safety.

Stock -7%. Corporate IT spending
paused awaiting Al clarity.
Conservative guidance.

Stock +26% on optimistic 2026 ﬁﬂ

Rivian (SRIVN) Aﬂ guidance despite weak Q4.

Volatility remains extreme. -

Defensive Growth (MedTech) is safer than Cyclical

Strategy: Tech (Hardware).

Figure 9. Earnings divergence — MedTech defensiveness versus corporate IT pause

Key takeaway: We see defensive growth in MedTech alongside an 'Al pause' in enterprise IT spending, with speculative
rallies highlighting fragile sentiment.

When we line up growth vs. value and cyclicals, the current valuation gap comes

into sharper focus
Sector Segment Representative Status Forward P/E Ratio PEG Ratio
Software & Internet Overheated ~32.0 >2.0
Broad Tech Sector Under Pressure ~28.0 ~1.7
Financials Value Refuge ~14.0 ~1.2
Energy Undervalued ~12.0 ~0.9

We see this spread as the valuation map for the next leg of portfolio rotation. (see Figure 10).
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Strategy: The Rotation from Growth to Value

* Performance
Confirmation:
Energy was the ONLY]
Forward P/E ~12x positive S&P sector
(Undervalued) this week (+0.8%).
Mega-Cap Tech * The Trade: Fade
Tech rallies. Buy the
dipin
Energy/Industrials.

‘ Forward P/E ~32x
\ (Overheated)

» Rationale: This is a
valuation
correction, not just
a rate story.

Figure 10. Strategy — the rotation from growth to value

Key takeaway: We see the current valuation spread reinforcing a rotation away from overheated mega-cap tech toward
sectors with clearer earnings visibility.

The “Grey Rhinos”: Underpriced Risks on the Horizon

At MoatPeak, we focus heavily on what we call “Grey Rhinos” —risks that are visible, even obvious, but
persistently discounted until they become impossible to ignore. At present, we are tracking three such
risks that we believe will increasingly shape returns. (see Figure 11).
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Risk Radar: The ‘Gray Rhinos’

B MR

The ROI The Yield Hidden Buyback

Wall Trap Labor Sotpiadliftc - Slowdown
Recession

S645B Al Capex If 10Y UST Risk of Japan's Volume

s. slow revenue! >4.2%, Tech Feb/Mar NFP hawkish stance dropping from
Risk of multiple valuations reverting to + Taiwan chip $950B pace.
compression. collapse. <50k. concentration.

Figure 11. Risk radar — underpriced 'Grey Rhinos' on the horizon

Key takeaway: We see Al payback risk, structural labor weakness, and buyback deceleration as key underpriced drivers of
volatility.

The first is the Al Payback Gap. With a projected $645 billion in hyperscaler Al capex, the absence of
proportional incremental revenue is turning what was once celebrated as a strategic investment into a
potential balance sheet burden. The rollout of tools like “Claude Cowork” in January 2026 is
accelerating adoption of automation in legal, finance, and marketing. While this is a long-term
productivity positive, it also threatens traditional software monetization models at names such as
$CRM, $NOW, $WDAY, and $ADBE, which have historically relied on large, seat-based enterprise
deployments.

The second Grey Rhino is the Labor Market Mirage. The -862,000 job revision implies that true
average monthly job creation in 2025 was closer to 15,000, not the previously reported 584,000. That
is a dramatic downgrade in underlying economic momentum. We believe this structural labor
weakness will be a major headwind for 2026 consumer demand, and we do not think this is fully
reflected in consensus earnings expectations.

The third risk is Corporate Buyback Deceleration. As companies redirect cash toward Al infrastructure
and prioritize deleveraging, we expect total $SPX buybacks to decline from around $950 billion to
roughly $750 billion. This represents the removal of a critical, mechanical source of equity demand—
leaving markets more exposed to volatility spikes when sentiment turns.

MoatPeak Scenarios and Probabilities
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We believe robust strategy requires “Inversion”—deliberately planning for the paths that stray from
the consensus soft-landing narrative. To that end, we have modeled three primary scenarios for the
rest of the first quarter, each anchored in distinct catalysts and expected impacts:

Scenario Name Probability (%) Key Triggers Market Impact
$NVDA guidance Range-bound $SPX;
Base: 60% stabilizes; February NFP ongoing rotation to
at 50-70k; Core CPI at Value; 10Y UST anchored
2.5%. at 4.0-4.2%.

Japan’s rally persists;

evidence of Al Broad market breakout;

. 0 . .
Bul: 20% monetization; CPI falls to et:sci}rll rif;:;:::g’ y;e;(i/s
2.0%. B o7
Al revenue disappoints; Significant tech
Bear: 20% Core CPI re-accellerates; drawdown; yields sPike
labor data deteriorates on inflation fears; flight
sharply. to Energy.

MoatPeak Market Scenarios (Next 3-6 Months)

.

Base Case - 60%: Bear Case - 25%: Bull Case - 15%:
“The Grind” “The Al Hangover” “Productivity Boom"
Soft landing. Sticky Monetization fears 47 Al revenue surprises

inflation. Fed cuts in trigger 10-15% Nasdaq upside. Inflation cracks.
June. correction.

2% Market: SPX range-bound. 3% Market: Broad sell-off «7 Market: Rally broadens;
Value rotation continues. led by Semis/Software. Tech re-accelerates.

Figure 12. MoatPeak market scenarios — base, bull, and bear paths

Key takeaway: We model three scenarios, with the base case as the highest-probability path and rotations to value
remaining central to positioning.

We currently consider “The Fragile Bridge” to be the highest-probability path, but we are actively
positioning for elements of the other two outcomes as well.
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MoatPeak Insights: The “Synthesis Protocol”

Our synthesis of this week’s news flow points to a market that is finally starting to shed its “Al-
blindness.” We see it as highly revealing that investors largely shrugged off a massive negative jobs
revision, yet reacted sharply to software earnings misses and cautious Al commentary.

This behavior tells us that the Capital Cycle has reached a stage where the promise of future efficiency
is no longer sufficient; investors now demand visible and timely returns on invested capital.

FACTS

e The 10Y UST yield closed at 4.07%.

e Core CPIremains at 2.5%.

e Hyperscaler Al capex is projected at $645 billion.
e The annual job revision was -862,000.

MoatPeak evaluation

We believe the strong January NFP headline is largely a seasonal outlier, driven primarily by
healthcare hiring rather than broad-based economic strength. In our view, the market is still
mispricing the true extent of labor market weakness.

We do not view the current software sell-off as a minor, transient correction. Instead, we see it as the
early phase of a necessary re-rating as the Al payback period extends beyond what was previously
assumed. The “Macro Bridge” to a soft landing remains narrow, and with real yields (10Y TIPS at 1.8%)
still elevated, high-multiple stocks that cannot demonstrate near-term Al-driven revenue growth will
remain under pressure. (see Figure 13).

Key Valuation Drivers & Sensitivities

: o Bearish for Tech

> 0.3% MoM Fed Cfllljtrsthlﬁlayed

Monthly Core CPI
NFP Payrolls

Recession Signal

NVIDIA Guidance m Any Deceleration | Market-wide Sell-off
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Figure 13. Key valuation drivers and sensitivities

Key takeaway: Real yields, inflation persistence, and Al monetization signals remain the key catalysts we are monitoring for
the next leg of re-rating.
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Strategic Outlook for the Retail Investor (2026 Context)

As we move through the 2026 investment year, we interpret early February as an inflection point
toward valuation discipline and surgical repositioning. For sophisticated retail investors, this is a time
to emphasize cash flow over narrative and resilience over hype.

We see current tech volatility as an opportunity to gradually reduce exposure to overstretched
software names rather than a dip to be aggressively bought. Those proceeds, in our view, are better
reallocated toward sectors with demonstrated pricing power, durable margins, and clearer demand
visibility.

In practical terms, we are

e Watching upcoming $NVDA guidance as the defining litmus test for the broader Al ecosystem. Its
commentary on demand, pricing, and customer behavior will heavily influence how the market
recalibrates Al payback expectations.

e Recommending that investors hedge against sticky core inflation by maintaining or modestly
increasing exposure to Energy and Financials, where rising or stable real yields can be a tailwind
rather than a headwind.

e Favoring a “Sit Tight” approach on cash reserves over chasing short-lived rallies in software,
especially when those rallies are not backed by fundamental revisions.

Portfolio Decision Checklist

BUY / OVERWEIGHT @

Healthcare (MedTech):

Stable margins (e.g.,
e (eg SELL / TRIM MONITOR

P Hospitality/Luxury: B2B SaaS: Vulnerable * 2s10s Curve: Watch for
‘ Experience Economy to Al deflation. inversion signals
play (e.g., SMAR) Unprofitable Tech: (currently 64bps).
J Rates staying higher
agamst geopolitical for longer.
risk (565 WTI floor).

Figure 14. Portfolio decision checklist — overweight, trim, and monitor

Key takeaway: We emphasize cash flow and resilience: reduce overstretched software exposure and maintain hedges for
sticky inflation and real-yield pressure.

We continue to advocate diversification into the “Experience Economy” and “Energy” as our preferred
Moat Navy strategy for preserving and compounding capital in this environment.
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We remain your partners in navigating these evolving cycles and will continue to adapt our views as
new data tests the strength of this fragile macro bridge. (see Figure 15).

Conclusion & Outlook

We maintain a stance of Cautious Optimism. While macro data allows for a soft
landing, Tech valuations demand a perfection that earnings are not providing.

“We do not chase the ‘headline’ strength;
we respect the ‘revision’ weakness.”

Final Recommendation: Prioritize cash-generating Value stocks until the Al Return
on Investment (ROI) becomes clear. Fade the tech rallies, buy the industrial dips.

MoatPeak Independent Research. For informational purposes only.

Figure 15. Conclusion and outlook

Key takeaway: We remain cautiously optimistic, but we see high-multiple tech requiring clearer near-term returns while
value and cash-flow durability stay favored.

Disclosures & Disclaimer
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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
© 2026 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.
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Figure 16. Important disclosures and disclaimer
Key takeaway: This report is for informational purposes only and does not constitute investment advice.
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.
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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
© 2026 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
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