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Appendix: Key Data Summary Table

Executive Summary

The "Santa Claus Rally" stands as one of the most enduring and statistically significant
anomalies in financial market behavior. First codified in the early 1970s, this
phenomenon—defined strictly as the market performance during the final five trading
days of the calendar year and the first two trading days of the new year—has historically
provided a reliable bullish bias for equity markets. However, as the global financial
system navigates the closing weeks of 2025, the traditional seasonal tailwinds are
colliding with a complex matrix of macroeconomic variables. A "dovish" Federal Reserve
pivot, characterized by a December interest rate cut and the resumption of liquidity
injections, is currently battling against "Al exhaustion" in the technology sector and
geopolitical volatility in energy markets.

This report offers an exhaustive examination of the Santa Claus Rally, deconstructing its
historical performance, behavioral drivers, and predictive power. It provides a granular
analysis of the specific market conditions prevailing in late 2025, synthesizing data
regarding the Federal Reserve’s shift to a 3.50%-3.75% target range, the implications of
the November 2025 CPI data, and the technical breakdown of the S&P 500. Furthermore,
the report investigates the "Reverse Santa Rally" of 2024—a historic anomaly where the
index fell every day of the holiday window—and evaluates whether mean reversion or
secular stagnation will define the transition into 2026. By integrating insights on sector
rotation, global liquidity flows, and institutional positioning, this document serves as a
definitive guide for navigating the 2025 year-end trading environment.

Section 1: The Anatomy of a Seasonal Anomaly

1.1 Definitional Rigor and Historical Origins

In the lexicon of Wall Street, few terms are as widely used yet frequently misunderstood
as the "Santa Claus Rally." While the financial media often employs the phrase to
describe any upward price movement occurring in December, the technical definition is
rigid, time-bound, and statistically distinct. The phenomenon was first identified and
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named by Yale Hirsch in the 1972 edition of The Stock Trader’s Almanac.? Hirsch, a
pioneer in the study of market cycles and seasonality, observed a recurring pattern of
strength that defied the random walk hypothesis typically applied to short-term market

movements.

According to Hirsch’s strict definition, the Santa Claus Rally window encompasses
exactly seven trading sessions: the last five trading days of the outgoing year and

the first two trading days of the incoming year.1 For the current cycle, this period is
scheduled to commence at the market open on Wednesday, December 24, 2025, and

conclude at the market close on Friday, January 2, 2026.3 This precision is critical for
quantitative analysis; extending the window to include the entire month of December or
the pre-Christmas period dilutes the statistical significance of the anomaly.

The importance of this window extends beyond mere capital appreciation. Hirsch posited
that the performance of the market during these seven days serves as a leading indicator
for the market's trajectory in the subsequent year. His famous adage, "If Santa Claus

should fail to call, bears may come to Broad and Wall," suggests that the absence of this

seasonal strength often presages systemic weakness or the onset of bear markets. !

Consequently, the Santa Claus Rally is scrutinized not just as a profit opportunity, but as
a diagnostic tool for assessing the underlying health of market sentiment and liquidity.

1.2 Behavioral and Structural Drivers

The persistence of the Santa Claus Rally over nearly eight decades challenges the
efficient market hypothesis. If the pattern is known, arbitrageur activity should
theoretically eliminate the excess returns. However, the rally endures due to a confluence
of behavioral psychology and market microstructure dynamics that are difficult to
arbitrage away.

1.2.1 Institutional Absence and Retail Dominance

A primary driver of the rally is the shift in market participation during the holiday week.
Institutional investors, hedge fund managers, and senior desk traders typically reduce

their activity or vacate their terminals entirely between Christmas and New Year's.! This
exodus leads to significantly lower trading volumes and reduced liquidity. In this vacuum,

the market becomes dominated by retail investors, who historically exhibit a persistent

6

long bias.” Retail participants, often managing smaller sums and influenced by holiday
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optimism or the investment of year-end bonuses, tend to be net buyers. Without the

countervailing force of institutional short-selling or complex hedging strategies, this

retail buying pressure can drive prices higher on thin volume.”

1.2.2 Tax-Loss Harvesting and the Wash-Sale Rule

The mechanics of the U.S. tax code play a pivotal role in the timing of the rally. Taxable
investment accounts often engage in "tax-loss harvesting" throughout December, selling

underperforming assets to realize losses that can offset capital gains.1 This selling
pressure typically peaks in mid-December. As the month concludes, this structural selling
abates. Furthermore, investors looking to maintain exposure to the sold assets (or their
proxies) must wait 30 days to avoid violating the "wash-sale" rule, but cash raised from
these sales is often redeployed immediately into other sectors or broad market indices.

This cessation of selling pressure, combined with the redeployment of cash, creates a

natural buoyancy in asset prices during the final week of the year.5

1.2.3 Window Dressing

The phenomenon of "window dressing" provides another structural tailwind. As the fiscal
and calendar years close, mutual fund managers and portfolio managers are incentivized
9 This often
involves buying high-momentum stocks in the final days of the year to show them on the

to align their reported holdings with the year's best-performing assets.

year-end balance sheet, signaling to clients that the fund successfully identified the
year's winners. Simultaneously, managers may sell losing positions to remove them from

the reporting period, a process that typically concludes before the final week, leaving

only the buying pressure for the "winners" during the Santa Claus Rally window.”

1.2.4 The "January Effect” Front-Running

The "January Effect" is a separate but related anomaly where small-cap stocks tend to
outperform large-cap stocks in the first month of the year. Sophisticated traders, aware of
this tendency, increasingly position themselves for the January Effect during the final

days of December.! This anticipatory buying—front-running the expected flows into
small-caps—contributes to the upward pressure observed during the Santa Claus Rally
period, effectively bridging the liquidity gap between the two years.
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Section 2: Historical Performance and Statistical
Rigor

2.1 Quantitative Performance Metrics (1950-2024)

The statistical reliability of the Santa Claus Rally is robust when viewed over a multi-
decade horizon, providing a compelling case for its existence as a distinct market
phenomenon rather than statistical noise. Aggregating data from 1950 through 2024
reveals a pattern of consistent outperformance.

Win Rate and Consistency:

Historically, the S&P 500 has posted positive returns during the Santa Claus Rally period
approximately 79% of the time.4 This win rate is statistically significant when compared
to the average positivity rate of any random seven-day period throughout the year, which
hovers around 58%.4 The rarity of failure is equally notable; consecutive years of
negative returns during this window are extremely uncommon, having occurred only in
the 1993-1994 and 2015-2016 periods.4 This scarcity of back-to-back failures suggests a
high probability of mean reversion following a failed rally, a crucial insight for the 2025
setup.

Return Magnitude:

The average cumulative gain for the S&P 500 during these seven trading days is 1.3%.1
While a 1.3% gain may appear modest in isolation, it is disproportionately large for such
a condensed timeframe. For context, the average return for a typical seven-day period in
the S&P 500 is approximately 0.2% to 0.3%.4 Thus, the Santa Claus Rally period
effectively delivers four to six times the expected return of a standard trading week. This
"alpha" generation is a primary reason why quantitative trading desks continue to model
and trade this seasonality.

Table 1: Comparative Analysis of Santa Claus Rally vs. Baseline Performance
(1950-2024)

MetricSanta Claus Rally WindowAverage 7-Day WindowWin Rate (Positive
Return)79%~58%Average Return+1.3%+0.2% - +0.3%Risk Profile (Volatility) Lower
(Holiday Volumes)StandardConsecutive FailuresRare (Only 2 instances)Common
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2.2 The "Reverse Santa Rally" of 2024: A Case Study in Failure

A critical data point for the current 2025 analysis is the anomaly observed in the
immediately preceding year. The holiday period of 2024-2025 witnessed what analysts
have termed a "Reverse Santa Rally" or a historic failure of the indicator. For the first

time in the history of the index, the S&P 500 experienced a decline during every single

business day between Christmas and New Year's.?

Despite the S&P 500 posting a robust annual return of 23.3% for the full year of 2024,

the index declined by 2.4% in December 2024.8 This divergence—a strong bull market
year capped by a dismal holiday session—was driven by specific exogenous shocks. In

late 2024, the Federal Reserve issued unexpectedly hawkish policy signals, suggesting

that interest rates would remain "higher for longer" into 2025.8

Simultaneously, rising
bond yields offered a competitive alternative to equities, drawing capital away from the
stock market during the critical window. This failure in 2024 serves as a potent reminder
that while seasonal tendencies are strong, they are not immutable laws; immediate

macroeconomic headwinds can override historical patterns.

However, the 2024 failure also sets up a potential "mean reversion" scenario for 2025.
Given that back-to-back years of negative Santa Claus Rallies are statistically rare

(occurring only twice in 75 years), the probability of a positive outcome in 2025 is

elevated by the historical tendency of the market to correct back to the mean.*

2.3 The "January Trifecta" and Predictive Power

Market technicians and macro-strategists often view the Santa Claus Rally not in
isolation but as the inaugural component of a three-part seasonal indicator known as the

"January Trifecta".3 This framework posits that the market's behavior in late December
and January sets the trajectory for the entire year. The three components are:

1. The Santa Claus Rally: The performance of the last five days of December and the
first two of January.

2. The First Five Days of January: The performance of the S&P 500 during the first
five trading sessions of the new year.

3. The January Barometer: The performance of the S&P 500 for the entire month of
January ("As goes January, so goes the year").
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Data from the Stock Trader's Almanac indicates that when all three of these indicators
are positive, the probability of the S&P 500 finishing the year higher rises to 90.6%, with
an average annual gain of 17.7%.3 This interconnectedness suggests that the Santa
Claus Rally serves as a liquidity bridge, carrying momentum from one year to the next.
Conversely, a failure in the Santa Claus Rally puts the "Trifecta" at risk immediately,
often signaling a more volatile or bearish year ahead.

Yale Hirsch’s specific warning regarding the failure of the rally is substantiated by the
data.

* Nice List: When the rally occurs, the S&P 500 historically averages a 10.4% gain
for the following year.4

* Naughty List: When the rally fails, the following year averages a significantly lower
6.1% gain, often accompanied by higher volatility.4

* Bear Market Correlation: Notable failures of the Santa Claus Rally preceded
major market downturns. The 4.0% decline in the 1999-2000 window directly
preceded the Dot-Com crash, and the 2.5% decline in 2007-2008 foreshadowed the

Global Financial Crisis. ? While the 2024 failure did not immediately crash the
market in early 2025, it introduced the volatility and "Al exhaustion" narratives that
have defined the current trading landscape.

Section 3: The 2025 Macroeconomic Landscape

To evaluate the probability of a Santa Claus Rally in 2025, it is insufficient to rely solely
on historical statistics. The analysis must account for the immediate macroeconomic
context of late 2025, which is defined by a distinct shift in Federal Reserve policy, an
ambiguous inflation picture, and signs of labor market fragility.

3.1 Federal Reserve Policy: The December 2025 Pivot

The central narrative governing asset prices in late 2025 is the Federal Reserve's pivot
toward monetary easing. In its final meeting of the year, concluding on December 10,
2025, the Federal Open Market Committee (FOMC) voted to cut the federal funds rate by

25 basis points, lowering the target range to 3.50%-3.75%. 12

This action marked the third consecutive rate cut of 2025, following reductions in
September and October, confirming a decisive trend toward accommodation. -2 However,
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the internal dynamics of the Fed reveal a committee in conflict, reflecting the complexity
of the economic data.

* Dissension in the Ranks: The vote was not unanimous. Regional Fed Presidents
Austan Goolsbee (Chicago) and Jeffrey Schmid (Kansas City) dissented, preferring
to hold rates steady due to concerns over sticky inflation. Conversely, Governor
Stephen Miran voted for a more aggressive 50-basis point cut, arguing that the

central bank was falling behind the curve on employment risks.1# This three-way
split underscores the high uncertainty regarding the economic trajectory.

* The Return of Quantitative Easing (QE-Lite): Perhaps more significant than the
rate cut itself was the Fed's announcement regarding its balance sheet. The
committee stated it would initiate purchases of shorter-term Treasury securities to
maintain ample bank reserves. Specifically, the New York Fed announced $40
billion in Treasury bill purchases starting mid-December. -2 This injection of
liquidity—effectively a form of "QE-lite"—is a potent tailwind for asset prices.

Historically, such expansions of the Fed's balance sheet are highly correlated with

equity market rallies, as the excess liquidity finds its way into risk assets. 16

3.2 The Inflationary Picture: "Sticky" but Secondary

The inflation narrative in late 2025 is complicated by data disruptions. A federal
government shutdown in October 2025 prevented the collection of CPI data for that
month, creating a "missing month" in the economic record.!” This information vacuum
has forced the market to rely heavily on the November data release.

* November 2025 CPI: Released on December 18, 2025, the Consumer Price Index
for November rose 2.7% year—over—year.17 This figure came in slightly below some
market fears of a re-acceleration to 3%+, but remains stubbornly above the Fed's
2% target.

* Core Inflation: Core CPI (excluding volatile food and energy components) rose
2.6% over the last 12 months.'®

* Market Interpretation: The market reaction to the CPI data was generally
positive, as it alleviated fears of a runaway wage-price spiral.19 However, the
persistence of inflation in the services sector (up 3.0%) validates the concerns of the
dissenting Fed hawks. Nevertheless, Fed Chair Jerome Powell made it clear in the
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December press conference that the committee views inflation as "somewhat

elevated" but is now prioritizing the labor market. 12

3.3 Labor Market Deterioration: The "Fed Put"

The primary catalyst for the Fed's dovishness is the visible softening of the U.S. labor
market. By late 2025, the unemployment rate had risen to 4.4% (with some reports citing

4.6% for November), a significant increase from the generational lows seen earlier in the

cycle. 13

The November non-farm payrolls report showed the U.S. economy added only 64,000

jobs, a figure consistent with a cooling economy approaching stall speed.13 This data has
solidified the "Fed Put" narrative—the belief that the central bank will intervene
aggressively to prevent a recession. The Fed’s explicit statement that "downside risks to
employment have risen" signals to the market that bad economic news (weak jobs) will be

treated as good news for liquidity (more rate cuts), a dynamic that historically supports

year-end rallies.? !

3.4 Geopolitical Volatility: Energy Markets

Late 2025 has also seen renewed geopolitical volatility impacting energy markets.
President Donald Trump announced an oil blockade on sanctioned tankers entering and

exiting Venezuela, causing immediate turbulence in crude prices.22 West Texas
Intermediate (WTI) crude briefly dipped below $55 per barrel—its lowest level since

2021—Dbefore rebounding sharply on the news of the blockade.23

This volatility in energy prices creates a dual-edged sword for the Santa Claus Rally. On
one hand, lower oil prices act as a tax cut for consumers, boosting disposable income and
potentially retail spending during the holidays. On the other hand, rapid declines in oil
prices pressure the Energy sector (a key component of the S&P 500) and can signal

collapsing global demand. The stabilization of oil around $56-$60 is viewed by analysts as

the "Goldilocks" zone necessary to support a broad market rally.24
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Section 4: Market Microstructure and Technical
Analysis (December 2025)

As of mid-December 2025, the technical setup of the S&P 500 suggests a market at a
critical inflection point, grappling with consolidation after a strong year-to-date
performance.

4.1 Price Action and Support Levels

On December 18, 2025, S&P 500 futures were trading around 6,753, with the cash index

closing near 6,721.25 The market had experienced four consecutive days of declines

leading up to this date, putting the potential rally in jeopardy and testing investor

resolve.23

* Key Support Zone: Technical analysis identifies a critical support zone between
6,760 and 6,778. This area, which aligns with the 55-day simple moving average
(SMA), is viewed as the "line in the sand" for the bulls.27 A decisive break below
this level could trigger algorithmic selling, targeting the next support levels at
6,715 and potentially 6,600.28

* Resistance and Breakout: On the upside, initial resistance is seen at 6,825.
Market technicians posit that a daily close above 6,875 is required to break the
current consolidation phase and signal the start of a true Santa Claus Rally. Such a
breakout would open the path for a test of the psychological 7,000 level in early
2026.%2

Table 2: S&P 500 Technical Levels (December 18, 2025)

Level TypePrice LevelSignificanceMajor Resistance7,000Psychological target for
early 2026Near-Term Resistance6,875 - 6,9030ctober highs; breakout triggerPivot /
Resistance6,825Immediate overhead supplyCurrent Price~6,721 - 6,753Trading within
consolidation rangeKey Support6,760 - 6,77855-day SMA; "Bull Market
Support"Downside Target6,600Potential target if support fails

4.2 Volatility and Liquidity Conditions

The Volatility Index (VIX) has remained elevated relative to the mid-year lows, reflecting
the uncertainty surrounding the Fed's path and the AI sector's earnings. However, the
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reintroduction of Treasury bill purchases by the Fed ($40 billion/month) has begun to

improve liquidity metrics in the interbank market.1®

Correlation analysis from late 2025 indicates that major stock indexes (Nasdaq, S&P 500)

have re-established a strong positive correlation with bank reserves. ' © This suggests that
the "QE-lite" program is already influencing asset prices. Furthermore, assets like

Bitcoin, which traded around $86,100 in mid-December 23, are showing high sensitivity
to this liquidity injection, acting as a high-beta proxy for the broader risk appetite.

4.3 December Option Expiry (OpEX)

The scheduled options expiration on December 19, 2025, adds a layer of complexity to
the immediate pre-Christmas trading environment. Large open interest at the 6,750 and

6,800 strikes creates a "pinning" effect, potentially suppressing volatility until the

positions roll off.29

Historically, the week following a major December OpEx (which
coincides with the start of the Santa Claus Rally) is characterized by a release of this

suppressed volatility, allowing for the directional move—typically upward—to commence.

Section 5: Sectoral Analysis and Rotation

The character of the potential 2025 Santa Claus Rally is expected to differ significantly
from the technology-led surges of previous years. A distinct rotation is underway, driven
by "AI exhaustion" and the hunt for interest-rate-sensitive value.

5.1 The "Al Exhaustion" Narrative

For much of 2024 and 2025, the "Magnificent 7" technology stocks drove the market's
gains. However, December 2025 has exposed cracks in this leadership.

* Earnings Disappointments: High-profile earnings misses from Al-linked

companies have dampened sentiment. Oracle (ORCL) fell 5.4% after data center

funding talks stalled, while Broadcom (AVGO) declined 4.5% on weak guidance.23

These drops suggest that investors are becoming increasingly discerning about Al
capital expenditures and return on investment.
* Nvidia (NVDA): The bellwether of the Al trade, Nvidia, traded down 3.8% in mid-

December sessions.2> This weakness in the market leader creates a significant
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headwind for the cap-weighted S&P 500, forcing the index to rely on other sectors
for gains.
* Analyst Caution: Morningstar notes that the market's focus is shifting from
indiscriminate AI buying to identifying companies with durable economic moats.

They highlight that while some tech stocks trade at discounts, the sector as a whole

faces "exhaustion" risks.24

5.2 The Rise of Real Estate and Small Caps

With the Fed cutting rates and signaling concern for the economy, capital is rotating into
sectors that benefit most from lower borrowing costs.

* Real Estate (REITs): Morningstar identifies Real Estate as the most undervalued

sector, trading at a 10% discount to fair value.24 REITs, which were battered by
high interest rates in 2023-2024, are poised to be primary beneficiaries of the Fed's

2025 cutting cycle. Defensive REITs with exposure to healthcare and wireless

towers (e.g., Crown Castle, Realty Income) are highlighted as top picks.24

* Small Caps: The Russell 2000 and small-cap value ETFs (like AVDV) are attracting
inflows.>0? Small-cap companies often carry higher floating-rate debt loads; thus,
every Fed rate cut directly improves their bottom line. The anticipation of the
"January Effect" is pulling demand for these stocks forward into late December.

5.3 Energy and Value Opportunities
Despite the volatility in oil prices, the Energy sector is viewed as offering deep value.

* Value Proposition: Energy and Technology are tied as the second most
undervalued sectors according to Morningstar.24 With oil stabilizing around $56-
$60, exploration and production companies are generating significant free cash
flow.

* Stock Picks: Analysts point to Occidental Petroleum (OXY) and Devon Energy
trading at near 30% discounts to fair value as prime candidates for a year-end
reboumd.24 The geopolitical risk premium (Venezuela blockade) adds a potential
upside shock to oil prices that could fuel these stocks further.

winklercapital.com 12


https://www.tradejournal.co/portfolio/482/
https://www.tradejournal.co/portfolio/482/
https://www.tradejournal.co/post/the-santa-claus-rally-a-comprehensive-analysis-of-seasonal-anomalies-historical-precedents-and-the-2025-macroeconomic-pivo/
https://www.tradejournal.co/post/the-santa-claus-rally-a-comprehensive-analysis-of-seasonal-anomalies-historical-precedents-and-the-2025-macroeconomic-pivo/
https://www.tradejournal.co/post/the-santa-claus-rally-a-comprehensive-analysis-of-seasonal-anomalies-historical-precedents-and-the-2025-macroeconomic-pivo/
https://www.tradejournal.co/post/the-santa-claus-rally-a-comprehensive-analysis-of-seasonal-anomalies-historical-precedents-and-the-2025-macroeconomic-pivo/
https://winklercapital.com

Personal Blog The Santa Claus Rally: A Comprehensive Analysis of Seasonal
Anomalies, Historical Precedents, and the 2025 Macroeconomic
Pivo

5.4 Global Market Context

The Santa Claus Rally is not solely a U.S. phenomenon. European and Asian markets are
also positioned for potential year-end strength.

* Europe: Luxury goods conglomerates like LVMH and Adidas are projected to

benefit from holiday spending spikes, with analysts forecasting robust 12-month

returns.3 1

* Asia: Japanese electronics giants like Sony and South Korean leader Samsung are
expected to see holiday sales boosts. Additionally, Chinese e-commerce platforms

like JD.com are highlighted for their potential to capture festive demand.3! The
global nature of the liquidity injection (with the Bank of Japan also navigating policy
shifts) suggests a coordinated global bid for risk assets may emerge in the final
week of the year.

Section 6: Predictive Models and Analyst Outlooks

As investors position for 2026, Wall Street strategists are divided on the market's
trajectory, with forecasts ranging from continued bull markets to imminent recession.

6.1 Wall Street Consensus vs. Contrarian Views

* The Bull Case (Morgan Stanley & Fundstrat): Morgan Stanley maintains a
bullish stance, setting an S&P 500 target of 6,500 (a level effectively surpassed,
implying upward revisions). Their Chief Investment Officer, Mike Wilson, argues
that the "Fed Put" combined with deregulation hopes under the incoming Trump

administration will sustain "corporate animal spirits“.32 Tom Lee of Fundstrat is
even more optimistic, projecting a year-end 2025 target of 6,600 and a mid-2026

target of 7,000, citing the conclusion of quantitative tightening and favorable

liquidity conditions as primary drivers.32

* The Bear Case (BCA Research): In stark contrast, BCA Research predicts a
recession in 2025 that could spark a 26% decline in the S&P 500, targeting 4,452.
Their thesis rests on a "major global trade war" initiated by the Trump

administration and a consumer that finally "buckles" under the weight of debt and

inﬂation.32
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* The Contrarian Play: Investing.com highlights a "contrarian" list for 2026,
focusing on stocks that have been left behind by the Al rally. This includes beaten-
down names like FMC Corporation (-73% YTD), Rivian Automotive, and Disney,

suggesting that the next leg of the bull market will be defined by a "dash for trash"

or deep value recovery rather than mega-cap growth.6
6.2 The Hirsch Indicator: Scenario Planning

Applying Yale Hirsch’s predictive framework to the 2025 Santa Claus Rally window yields
two distinct scenarios for 2026:

* Scenario A: Santa Calls (Rally > 0%): If the S&P 500 rallies between December
24 and January 2, it will confirm the "Fed Put" thesis. This outcome would

statistically favor a 10.4% gain in 2026.% 1t would signal that the liquidity
injections are working and that the market has absorbed the "Al exhaustion"
rotation without breaking critical support.

* Scenario B: The Grinch (Rally < 0%): If the rally fails for a second consecutive
year (following the 2024 failure), it would be a highly ominous technical signal.
Consecutive failures are rare (1993/94, 2015/16) and often precede difficult trading
environments. A failure in 2025, despite the Fed cutting rates, would suggest that
the economic rot (labor market weakness) is deeper than anticipated and that
liquidity is being trapped rather than deployed into risk assets. This would validate
BCA Research's recession call.

Section 7: Conclusion

The Santa Claus Rally is not a guaranteed payout, but a high-probability statistical
tendency born of market mechanics and human psychology. As the market approaches
the specific trading window of December 24, 2025, to January 2, 2026, the
convergence of factors favors a positive outcome, albeit one fraught with volatility.

The failure of the rally in 2024 provides a statistical springboard for 2025; historically,
the market rarely denies "Santa" two years in a row. The Federal Reserve's December
intervention—cutting rates to 3.50%-3.75% and injecting $40 billion monthly via bill
purchases—provides the precise monetary fuel required to ignite a year-end chase for
performance. The "missing" October inflation data and the rise in unemployment to 4.6%
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have been interpreted by the market not as signs of doom, but as guarantors of continued
Fed support.

However, investors must recognize that the leadership of this rally is shifting. The era of
blind accumulation of mega-cap technology stocks appears to be pausing. The 2025
Santa Claus Rally is poised to be driven by breadth rather than depth, with capital
rotating into interest-rate-sensitive sectors like Real Estate, Small Caps, and deep value

plays.

Final Verdict: The probabilities favor a rally of 1.0% to 1.5% for the S&P 500 during
the seven-day window. This would be consistent with historical averages and the return
of liquidity. However, the critical level to watch is 6,760. A failure to hold this support
leading into Christmas Eve would signal a profound disconnect between asset prices and
economic reality, validating Yale Hirsch’s warning and suggesting that the bears are
indeed coming to Broad and Wall in 2026.

Appendix: Key Data Summary Table

A B @
1 Metric Historical Average / Value 2025/2026 Context
2 Trading Window Last 5 Days Dec + First 2 Days Jan Dec 24, 2025 - Jan 2, 2026
3 Win Rate (Since 1950) 79% High probability of mean reversion after 2024 failure
4 | Average Return +1.3% Fed liquidity ($40B/mo) supports positive bias
5 2024 Performance -2.4% ("Reverse Rally") Historic anomaly; index fell every day of the window
6 Fed Policy (Dec 2025) N/A Rate Cut (25bps) to 3.50%-3.75%; QE-Lite initiated
7 Key Support Level N/A 6,760 - 6,778 (S&P 500 Futures)
8 | Key Resistance Level N/A 6,875 - 6,900 (Breakout Trigger)
9  Primary Risks Bear Market Signal "Al Bubble" deflation & Stagflation (Unemployment 4.6%)
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