LAKE 1

www.lakest.com January 2026

Al Arms Race Keeps Market Afloat

While 2025 has been marked by plenty of ups and downs, one of the most important developments has
been the massive investment technology companies are making in artificial intelligence. In the third quarter
alone, leading firms spent more than $100 billion building Al infrastructure, helping support overall
market performance.

The Al Arms Race: Tech Giants Double Down on Data Infrastructure
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Nvidia has grown its quarterly data center revenue alone to over $51.22 billion. The next phase for
investors will be determining when these investments start to pay off. So far, optimism has been fueled by
both the scale of spending and patience around future returns but longer-term market gains will depend on
turning that investment into meaningful outcomes.



International Stocks Shine

International stocks entered 2025 having lagged U.S. equities by a wide margin. In October 2024, The
Economist featured a cover depicting the U.S. dollar blasting off into space which was a reflection of
dollar strength at the time. For U.S.-based investors, allocating overseas introduces a second return driver:
currency movements.
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Since that cover was published, the U.S. dollar has declined 5.27%, while international stocks have gained

21.33%. While multiple factors have contributed to this performance, the inverse relationship between the
dollar and international equities has been notable. It is a dynamic worth monitoring into 2026, particularly
as diversified portfolios with international exposure have benefited meaningfully in 2025.

Midterm Election Years

With 2026 being a midterm election year, we reviewed historical patterns in S&P 500 performance both
leading up to and following midterm elections. The chart below compares S&P 500 returns during
midterm election years to the average performance of the other three years in the election cycle.


https://www.economist.com/weeklyedition/2024-10-19
https://www.economist.com/weeklyedition/2024-10-19
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While midterm years have historically delivered lower overall returns than the average of the other three
years combined, the timing of those returns is notable. Performance leading up to the early November
election tends to be muted, with the majority of gains occurring late in the year. Volatility has also been
meaningfully higher during midterm years relative to the rest of the cycle. Aside from the brief spike
surrounding the Liberation Day tariff announcement, market volatility in 2025 has remained relatively
subdued. Historically, we would not be surprised to see volatility increase more materially in 2020.

Articles We're Reading

Nvidia takes $5 billion stake in Intel under September agreement (CNBC)

Pending home sales jump by most since February 2023 in November (Yahoo Finance)

Venture Capital firms are again saying 2026 will be key year for Al enterprise adoption ramp (T'echCrunch)

Forecasters see little hiring growth in 2026 as firms lean on technology to take on more tasks (MSN)


https://www.capitalgroup.com/advisor/insights/articles/midterm-elections-markets-5-charts.html
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.cnbc.com%2F2025%2F12%2F29%2Fnvidia-takes-5-billion-stake-in-intel-under-september-agreement.html&data=05%7C02%7Cstock%40lakest.com%7C3a9f5c9e8735472b8aac08de472254d0%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C639026409955425724%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=WKIaiw%2BlL%2FwzNYw5MBMmccpzQCfBV9LnC93Ov%2BjurOY%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffinance.yahoo.com%2Fnews%2Fhomebuyer-momentum-is-building-pending-home-sales-jump-by-most-since-february-2023-in-november-150123614.html&data=05%7C02%7Cstock%40lakest.com%7C3a9f5c9e8735472b8aac08de472254d0%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C639026409955470212%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=RwjR%2F%2B%2FwcxwJ6stqMg%2BJkC4yNbeysnAyiPY8TGr%2Fk5g%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Ftechcrunch.com%2F2025%2F12%2F29%2Fvcs-predict-strong-enterprise-ai-adoption-next-year-again%2F&data=05%7C02%7Cstock%40lakest.com%7C3a9f5c9e8735472b8aac08de472254d0%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C639026409955440985%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=%2BBwCpaSfRfMs13L7vEGJwysjjkgrcbSAu6DPrxn%2FwT8%3D&reserved=0
https://nam11.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.msn.com%2Fen-us%2Fmoney%2Fcompanies%2Fcompanies-are-outlining-plans-for-2026-hiring-isn-t-one-of-them%2Far-AA1T8MQg%3Focid%3DBingNewsBrowse&data=05%7C02%7Cstock%40lakest.com%7Cfec0ad657e1746f597c508de462827aa%7Ce47a8e88dec341f892481ee3536cf3bc%7C0%7C0%7C639025335443049810%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=M%2ByyCg3EUR5YZmxFeOTw82uO%2BjIrPYcm5kn8U7f8dXQ%3D&reserved=0

Market Snapshot
For the Month Ending 12/31/2025 (Cumulative Returns)’

United States Markets 1-Month 3-Month

Dow Jones Industrial Average 0.73% 3.59% 12.97% 12.97%
S&P 500 -0.05% 2.35% 16.39% 16.39%

The NASDAQ Composite -0.53% 2.57% 20.36% 20.36%
U.S. Mid Cap -0.23% -0.42% 8.29% 8.29%

U.S. Small Cap 0.20% 2.73% 10.47% 10.47%
Nikkei 225 0.17% 12.03% 26.18% 26.18%

Hang Seng -1.55% -4.56% 7.77% 7.77%
Shanghai Comp 2.06% 2.22% 18.41% 18.41%
FTSE 100 2.17% 6.21% 21.51% 21.51%

DAX 2.74% 2.55% 23.01% 23.01%
Corporate Bonds -0.73% 0.34% 7.90% 7.90%
Municipal Bonds 0.24% 1.66% 3.78% 3.78%
High Yield Bonds 0.49% 1.23% 8.60% 8.60%
10 Year Treasury 4.18% WTI Crude Oil 57.42

Fed Funds Target 3.50-3.75% Gold - Spot Price 4,341.10
Inflation Rate 2.70% U.5. Dollar 08.32
Unemployment Rate 4.6% CBOE Volatility Index 14.95

!Source — Morningstar, Inc. Corporate Bonds is presented as the iShares iBoxx $ Investment Grade Corporate Bond ETF. Municipal Bonds is presented as
the iShares National Municipal Bond ETF. High Yield Bonds is presented as the iShares iBoxx $ High Yield Corporate Bond ETF. 10 Year Treasury refers to
the valuation of a 10 Year Treasury Note, a debt obligation issued by the U.S. Department of the Treasury. Fed Funds Target represents upper limit of
the federal funds target range established by the Federal Open Market Committee. Inflation Rate provided for the purposes of this report by the U.S.
Bureau of Labor Statistics. Unemployment Rate calculated by the U.S. Bureau of Labor Statistics. WTI Crude Oil refers to the price of a barrel of West
Texas Intermediate NYMEX) Crude Oil. Gold — Spot Price relates to the valuation of an ounce of gold, as traded on the NYSE Arca Exchange. U.S. Dollar
refers to the U.S. Dollar Index (DXY). All Returns are denominated in USD (United States Dollar), unless otherwise explicitly noted.



Did You Know?

The iconic New Year’s Eve ball drop in Times Square began in 1907 after fireworks were banned in New
York City. To keep the celebration alive, The New York Times introduced a time ball inspired by maritime
signals used in ports. The original ball weighed 700 pounds and was lit by 100 bulbs. More than a century
later, the tradition continues marking a shared moment of celebration for millions around the world.
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