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When You Run With Bulls, You May Get The Horns

So while San Fermin officials in Pamplona, Spain,
have canceled this year’s Running of the Bulls
amid the coronavirus pandemic, adrenalin junkies
and risk-takers under global lock-down can find
another fix; trading our own S&P 500.
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Every year, between July 6th and 14th, the town of Pamplona hosts the San Fermin Festival – a Spanish Mardi Gras if
you will. And the cornerstone of this festival are the “encierros” (bull runs). Each morning, hundreds of participants
line the route leading to the city’s bullring, running alongside and in front of 12 bulls weighing more than 1,300
pounds. The ½ mile course through the streets of
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the Old City takes about 3 minutes. Last year,
eight runners were gored, while it is typical that
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We continue to field calls from clients asking
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what is driving the market, especially given the
32% retracement from the March 23 lows. And this has occurred despite another 2.4 million unemployment claims
(bringing the seven-week total to almost 39 million), and continued softness in most, if not all, economic data.
Further tensions between the U.S. and China continue to escalate. And while several biotech/pharma companies are
optimistic about finding a vaccination or treatment for COVID19, our economy continues to suffer. With all of this,
the notion that the U.S. economy will stage a “V” recovery is clearly on the back burner. Yet the S&P is trading at 21x
’20 earnings and 20x ’21 earnings, well above historical averages.
But as we continue to express to clients, not all companies are created equal, and much of the upside in the S&P has
been driven by only five companies. These five companies are Microsoft (MSFT), Apple (AAPL), Amazon (AMZ),
Facebook (FB), and GOOGLE (GOOG/L). Collectively, they represent about 20% of the S&P’s total weight, hence
the first quintile by market capitalization. Two of these five are Technology companies, two are Communication
companies, and one is a Consumer Discretionary.
As we illustrate in the graph above, these five names have returned about 15% YTD, and almost 40% from the
market lows of March 23, 2020, but again – contribute over 20% to the index’s overall total return. When we
compare these results to the second market cap quintile, which holds roughly 20 companies, we find the YTD return
of negative 4.8% and a rebound from the March lows of about 30%. When we look at the result from the fifth market
capitalization quintile (roughly 325+ companies), we find the weighted average return YTD is still negative 16%, with
a retracement from the lows of about +37%. So while many investors may be lulled into the notion that the recovery
in the equity market will be sustained, we need to see better performance from the 2nd, 3rd, 4th, and 5th market
capitalization quintiles, before we adopt that view. Hence, we continue to suggest a “W” trend for the equity
markets, as the reality of weak economic trends is not property discounted into current valuations. We’d love to
hear your thoughts.
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Disclosure: The information in this publication and references to specific securities, asset classes and financial markets are provided for illustrative purposes and
do not constitute an offer to sell, or solicitation of an offer to purchase, any securities, nor does they constitute an endorsement with respect to any investment
area or vehicle. This material serves to provide general information to clients and is not meant to be legal or tax advice for any particular investor, which can only
be provided by qualified tax and legal counsel. Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not
guaranteed. Investment products (other than deposit products) referenced in this material are not insured by the FDIC (or any other state or federal agency),
are not deposits of or guaranteed by Northeast Private Client Group, and are subject to investment risk, including the loss of principal amount invested. Portfolios
are subject to investment risks, including possible loss of the principal amount invested. In addition, foreign investments may be less liquid, more volatile and less
subject to governmental supervision than in the United States. The values of foreign securities can be affected by changes in currency rates, application of foreign
tax laws, changes in governmental administration and economic and monetary policy. Investors should consider the investment objectives, risks, charges, and
expenses of ETFs carefully before investing. This and other information are contained in the fund’s prospectus, which may be obtained from your investment
professional. Please read it before you invest. Investments in ETFs are subject to risk, including possible loss of the principal amount invested. This information
is being provided to current Northeast Private Client Group clients and should not be further distributed without Northeast Private Client Group’s approval.
S&P 500 Index is a market index generally considered representative of the stock market as a whole. The index focuses on the large-cap segment of the U.S.
equities market. Dow Jones Industrial Average is a widely used indicator of the overall condition of the stock market, a price-weighted average of 30 actively
traded blue chip stocks, primarily industrials, but also includes financial, leisure and other service-oriented firms. Russell 2000 Index measures the performance
of the smallest 2,000 companies in the Russell 3000 Index of the 3,000 largest U.S. companies in terms of market capitalization. NASDAQ Composite Index is a
market value-weighted index that measures all NASDAQ domestic and non-U.S. based common stocks listed on the NASDAQ stock market. Each company's
security affects the index in proportion to its market value This commentary contains forward-looking statements and projections. Actual results may differ from
current expectations based on a number of factors including but not limited to changing market conditions, leverage and underlying asset performance.
Northeast Private Client Group makes no representation or warranty, express or implied that this information shall be relied upon as a promise or representation
regarding past or future performance. This material contains the current opinions of the author but not necessarily those of Guardian or its subsidiaries and such
opinions are subject to change without notice. Past performance is not a guarantee of future results. Indices are unmanaged, and one cannot invest directly in an
index. Data and rates used were indicative of market conditions as of the date shown. Opinions, estimates, forecasts, and statements of financial market trends
are based on current market conditions and are subject to change without notice. Securities products and advisory services offered through Park Avenue
Securities LLC (PAS), member FINRA, SIPC. OSJ: 200 Broadhollow Road Suite 405, Melville, NY 11747, 631-589-5400. PAS is a wholly-owned subsidiary of The
Guardian Life Insurance Company of America® (Guardian), New York, NY. Northeast Private Client Group is not an affiliate or subsidiary of PAS or Guardian.
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