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What'’s Driving the Pullback?
November 14, 2025

In the second half of October, the financial chattering class seized onto what seemed like a throwaway
comment by OpenAl head Sam Altman during an interview. Responding to a question, Altman
acknowledged that the Al space in the stock market was probably in bubble territory, though adding that
while the space would probably go through some short-term pain, as generally happens with new
technologies, the long-term use case remained extremely robust (it would be hard to imagine Altman,
arguably the world’s leading evangelist for the bright shiny future of Al, to say otherwise).

In any event, financial pundits seized onto the “bubble” idea and ran with it. Investors for their part mostly
ignored the bubble hype, though, and by the end of the month both the S&P 500 and the S&P Small Cap
Growth index (where a number of the up and coming names in the space exist while they try to establish
proof of concept) had reached their year-to-date highs. Shortly thereafter, however, the small cap index
started to take a pronounced tumble. Yesterday the S&P 500 followed suit, and if today’s market open is
any indication of how things end (which may or may not be the case, because even the future six hours
ahead is unknowable), the blue chip index will end up down for the week.
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Bubble chatter ramps
up in mid-late October
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Bad Vibes Take Charge

Al-related stocks (in both their large cap and small cap manifestations) have certainly taken much of the
brunt for this week’s pullback, but the story is broader than that. The economic news — the data points
that remain available during this prolonged absence of input from government agencies — has skewed to
the downside. A weekly payroll estimates report from ADP reported an average decrease of 11,250 jobs
per week during the four weeks up to October 25, adding support to last week’s job cuts report by
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Challenger, Gray and Christmas noting October’s large number of losses. Then the NFIB Small Business
Optimism index came in at 98.2, below expectations and far below the almost giddy optimism small
business owners reflected in the period immediately following last year’s presidential election. Small
business owners have a great deal to worry about, from labor market concerns to tariffs and the lack of
sufficient capital to pony up in today’s increasingly pay-to-play business-government nexus.

There has been a great deal of Fedspeak this week as well, with a number of FOMC voting members
opining about the upcoming December meeting, and the market takeaway from much of the Fed
commentary has tilted hawkish. The likelihood of a December rate cut, which a couple weeks ago was
seen as a very high probability, is now more or less a coin flip. Along with the diminishing chances for a
rate cut, the divergence of views among Committee members, resulting in a string of dissents at recent
FOMC meetings, continues to be a subject of concern. Even with the government reopening this week,
the question of when data from the BLS and BEA will become available remains unknown. Economic
spokespersons from the White House do not seem at all eager to release a full set of data any time soon,
leading to questions about what that data might tell us about the key issues of jobs and inflation.

Seasonality Still a Plus

For all the drama of Thursday’s big price moves on the major markets (with the potential for more today),
the pullback thus far remains well short of a bull market correction (ten percent drop from the last peak)
or even the five percent fall that we chronicle internally as a notable sentiment shift. We are still in the
thick of what is frequently the most benevolent period of the year for stocks, with the holiday shopping
season well underway (shouldn’t we just admit that now every day in November is Black Friday?) and
window dressing as investment managers spruce up their portfolios before year end. That may still be
enough to keep the headwinds of the purported Al bubble, downbeat macro data points and hawkish
Fedspeak at bay. But there is plenty of volatility out there, and we have to be prepared for more twists
and turns ahead as we head into 2026. For portfolios with long term objectives, this is a time to remain
disciplined and unswayed by the day-to-day noise.
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by MV Capital Management, Inc.),
or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any
corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of
current opinions or positions. Moreover, you should not assume that any discussion or information contained in this newsletter
serves as the receipt of, or as a substitute for, personalized investment advice from MV Capital Management, Inc. To the extent
that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation,
he/she is encouraged to consult with the professional advisor of his/her choosing. MV Capital Management, Inc. is neither a law
firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting
advice. A copy of the MV Capital Management, Inc.’s current written disclosure statement discussing our advisory services and
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