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WE EXPECT STOCKS TO RALLY POST-MIDTERMS,
LED BY TECHNOLOGY/AI $QQQ.

Thomas Lee, CFA
HEAD OF RESEARCH

VIDEO: We expect stocks to rally post-midterms, following the historical
pattern.  Moreover, the $QQQ Nasdaq 100 entered correction territory
yesterday and similar to the June sell-off, we expect a 15%-plus rally to soon
ensue (duration: 4:05).

As we all know, equity markets have been dealing with a mountain of uncertainties in
the past few weeks, and the midterm elections will be behind us soon (voting ends
8pm Tuesday evening). Putting the midterm distractions behind us, in our view, will
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set the stage for an equity rally. And we expect this to be led by the battered
Technology/AI stocks.

We discussed last night the 4 reasons we saw the AI trade recovering post-
midterms, and to recap:

1. Republicans might keep the Senate

2. President Trump exercises veto power vs any potential “anti-AI” “anti-data
center” bills

3. If Dems take the House, Democrats likely embrace AI data centers because
data centers bring money and jobs to a community

4. AI stocks have priced in “a lot of bad news”
And with the Nasdaq 100 down 11% from recent highs, we have indeed priced in a
lot of bad news. Keep in mind, the Nasdaq saw a 12% drawdown post-Situational
Awareness and then went onto to rally 15%. We think the $QQQ will stage a
similar V-shaped rally post-midterms. The fundamental reasons are stated above.
The broader market, in our view, is set for a rally as well. This is following the
typical midterm seasonal and when Republicans control the White House, Senate
and House at the start of the year (similar to 2026), then markets bottom in early
November. 2026 is actually following this pattern closely as shown below.

- and typically, we rally strongly into year-end.
Also, as is well known, stocks see strong 12-month returns post-midterms. 

- since 1950

- 19 of 19 times, S&P 500 higher 12 months later

- median gain 15%
When Senate flips to Democrats (3 times since 1950), markets do equally well:

- the corresponding years are 1954, 1986 and 2006

- 1954 +33% 12M gain

- 1986 +4% 12M gain (Volcker)

- 2006 +9% 12M gain
As we can see, the equity market offers good risk-reward here.
We are seeing positive reaction post-EPS results after the close:

- AMD $AMD +9%

- Arista Networks $ANET +11%
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As we stated before, we think this post-midterm rally will be led by AI/Technology
stocks. And we would be buyers on the dip.

Next week we have Important PMI data with ISM Manufacturing on Monday and
Services on Wednesday, as well as the October Jobs Report on Friday:

- 11/2 Mon 9:45 AM ET: Oct F S&P Global Manufacturing PMI    54.9 vs 56.0

- 11/2 Mon 10:00 AM ET: Oct ISM Manufacturing PMI    55.5 vs 54.5e

- 11/3 Tue 10:00 AM ET: Sep JOLTS Job Openings    7523k vs 7164ke

- 11/3 Tue 10:00 AM ET: Sep F Durable Goods Orders MoM    1.9% vs 1.8%e

- 11/3 Tue: US Midterm Election 

- 11/4 Wed 8:30 AM ET: Sep Trade Balance    -108be

- 11/4 Wed 9:45 AM ET: Oct F S&P Global Services PMI    57.9e

- 11/4 Wed 10:00 AM ET: Oct ISM Services PMI    54.8e

- 11/5 Thu 8:30 AM ET: 3Q P Nonfarm Productivity QoQ    2.7%e

- 11/5 Thu 8:30 AM ET: 3Q P Unit Labor Costs    0.4%e

- 11/6 Fri 8:30 AM ET: Oct Non-farm Payrolls    65ke

- 11/6 Fri 10:00 AM ET: Nov P U. Mich. 1yr Inf Exp    4.7%e

Bottom line: We expect stocks to rally into month-end

We continue to expect markets near-term to have upside. We see the surge in oil,
yields and max hawkish Fed as having created a coiled spring. Earnings are
expected to be strong in 3Q26 (coming out over a few weeks).

As Tom Luddy and Susan Bao, both of JPMorgan, have told me many times, over the
years, "less bad is good." That may be the setup for October.

Foremost, we believe underlying fundamentals remain solid
Investor sentiment remains cautious and this adds asymmetry to risk/reward
Equities saw a waterfall decline in the past week. In mid-August, such a waterfall
decline was followed by a rally
Incremental data, in our view, will be dovish, which should fuel further upside

The strength in crypto remains notable. Ethereum #ETH remains the best performing
major macro asset in 3Q26. This bodes well for crypto to outperform in 4Q26.
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NOTE: As of 10/30, we have updated our Top 5 & Bottom 5 Core Ideas Lists

The new constituents, including technical commentary on top ideas, can be
found HERE.
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Part I: 46 Large-cap Core Ideas: Updated list is below

Large-Cap Core Stock Ideas are large-cap stocks that appear in multiple of our
investment strategies.
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Consider these stocks our top stock picks and thus, the higher quality ideas.

Source: Fundstrat, Bloomberg

The Current Large-cap Core List as of 8/21/2026 is as follows:

Communication Services: $$ECHO, $$GOOGL, $$NFLX

Consumer Discretionary: $$AMZN, $$TJX, $$TSLA

Consumer Staples: $$COST, $$MNST, $$PM, $$WMT

Energy: $$OKE

Financials: $$BNY, $$GS, $$HOOD, $$JPM

Health Care: $$LLY, $$MRK, $$UNH

Industrials: $$CAT, $$DE, $$ETN, $$GE, $$GEV, $$LMT, $$PWR, $$SPCX, $$TT,
$$UNP, $$VRT
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Information Technology: $$AAPL, $$AMD, $$ANET, $$CDNS, $$INTC, $$KLAC,
$$MSFT, $$MSTR, $$MU, $$NOW, $$NVDA, $$ORCL, $$PLTR

Materials: $$CF, $$FCX, $$PKG

Utilities: $$VST

Part II: 65 SMID Core Ideas: Updated list is below

SMID Core Ideas are small and mid-cap stocks that appear in multiple of our
investment strategies.

We believe SMID Core List could benefit from the multiple themes and secular
tailwinds.
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Source: Fundstrat, Bloomberg

The Current SMID Core List as of 8/21/2026 is as follows:
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Communication Services: $$ECHO, $$RDDT, $$TIGO

Consumer Discretionary: $$DKS, $$SGI, $$SN

Consumer Staples: $$BG

Energy: $$CCJ, $$DINO, $$DTM

Financials: $$ALLY, $$CFR, $$EWBC, $$GLXY, $$SOFI, $$WAL

Health Care: $$EXEL, $$HALO, $$NTRA, $$PGEN

Industrials: $$ALNT, $$AVAV, $$BE, $$BWXT, $$CRS, $$CW, $$DY, $$ENS, $$FIX,
$$HII, $$IESC, $$KTOS, $$MLI, $$MOD, $$NVT, $$NXT, $$QXO, $$RKLB,
$$STRL, $$VICR, $$VMI, $$WTS

Information Technology: $$AMKR, $$CRDO, $$FORM, $$FN, $$FSLR, $$IONQ,
$$LITE, $$LSCC, $$MDB, $$MKSI, $$NBIS, $$P, $$PATH, $$RIOT, $$RMBS,
$$SANM, $$TTMI, $$ZETA, $$ZM

Materials: $$ALB, $$MP, $$RGLD

Utilities: $$TLN
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Key Incoming Data November:

11/2 9:45 AM ET: Oct F S&P Global Manufacturing PMI Tame
11/2 10:00 AM ET: Oct ISM Manufacturing PMI Tame
11/3 10:00 AM ET: Sep F Durable Goods Orders Tame
11/3 10:00 AM ET: Sep JOLTS Job Openings Mixed
11/4 8:30 AM ET: Sep Trade Balance
11/4 9:45 AM ET: Oct F S&P Global Services PMI
11/4 10:00 AM ET: Oct ISM Services PMI
11/5 8:30 AM ET: 3Q P Unit Labor Costs
11/5 8:30 AM ET: 3Q P Non-Farm Productivity
11/6 8:30 AM ET: Oct Non-Farm Payrolls
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11/6 10:00 AM ET: Nov P U. Mich. Sentiment and Inflation Expectation
11/9 11:00 AM ET: Oct NY Fed 1yr Inf Exp
11/10 6:00 AM ET: Oct Small Business Optimism Survey
11/10 8:30 AM ET: Oct CPI
11/12 10:00 AM ET: Oct Existing Home Sales
11/13 8:30 AM ET: Oct PPI
11/16 8:30 AM ET: Nov Empire Manufacturing Survey
11/17 8:30 AM ET: Oct Retail Sales Data
11/17 10:00 AM ET: Nov NAHB Housing Market Index
11/18 2:00 PM ET: Oct FOMC Meeting Minutes
11/18 4:00 PM ET: Sep Net TIC Flows
11/19 8:30 AM ET: Nov Philly Fed Business Outlook
11/19 11:00 AM ET: Nov Kansas City Fed Manufacturing Survey
11/20 10:00 AM ET: Nov F U. Mich. Sentiment and Inflation Expectation
11/23 8:30 AM ET: Oct Chicago Fed Nat Activity Index
11/23 9:45 AM ET: Nov P S&P Global Services PMI
11/23 9:45 AM ET: Nov P S&P Global Manufacturing PMI
11/24 9:00 AM ET: Sep S&P Cotality CS 20-City MoM SA
11/24 10:00 AM ET: Nov Conference Board Consumer Confidence
11/24 10:00 AM ET: Nov Richmond Fed Manufacturing Survey
11/25 8:30 AM ET: Oct P Durable Goods Orders
11/25 8:30 AM ET: 3Q S GDP
11/25 8:30 AM ET: Oct PCE Deflator
11/25 10:00 AM ET: Oct New Home Sales
11/25 2:00 PM ET: Fed Releases Beige Book
11/30 10:30 AM ET: Nov Dallas Fed Manuf. Activity Survey

Economic Data Performance Tracker 2026:
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Economic Data Performance Tracker 2025:
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Economic Data Performance Tracker 2024:
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Economic Data Performance Tracker 2023:
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request. Information has been obtained from sources
believed to be reliable, but Fundstrat Global Advisors
does not warrant its completeness or accuracy except
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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
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