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Concentrating on a Rotation
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Source: Bloomberg, FTSE Russell, S&P, Strategas and Todd Asset Management as of 5/28/2020.

The top panel shows the relative price performance of the Russell 1000 Value divided by the Russell 1000 Growth. The series is indexed to 1 on 12/31/1992.
The bottom panel takes the 5 largest names in the S&P 500 each month and sums the weights. Current top 5: Microsoft, Apple, Amazon, Facebook and
Alphabet.

¢ Much has been written about the outperformance of Growth over Value and the dominance of a
handful of mega-cap Tech names (FANGMAs). Given that we are observing historically extreme
readings on both of these dynamics (see above), we wonder whether a rotation could be in store.

e The last time we saw these levels of concentration in the S&P 500 was back in the Tech Bubble. This
just so happened to coincide with a recession, bear market and rotation from the Growth market
that dominated the 1990’s to Value. Recessionary bear markets have typically resolved with
leadership changes (i.e. Growth vs. Value, US vs. International, Defensive vs. Cyclical, etc.).

e The global economy is opening back up as lockdowns are lifted which is helping investors gain
comfort that the worst of the recession may be behind us. If we continue to see this recovery unfold,
improved visibility could drive a rotation into Cyclicals and Value. This could also lead to
International outperformance over US, which has historically coincided with Value/Growth cycles.

This publication has been distributed for informational purposes only and should not be considered as investment
advice or a recommendation of any particular security, strategy, or investment product. Past performance does not
provide any guarantee of future performance, and one should not rely on performance as an indication of future
performance. Commentary may contain subjective judgements and assumptions subject to change without notice. There
can be no assurance that developments will transpire as forecast. Information contained herein has been obtained
from sources believed to be reliable but not guaranteed. No part of this publication may be reproduced in any form,
or referred to in any other publication, without express written permission of Todd Asset Management LLC. © 2020.
Please see additional notes on the following page.
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The indexes used in the chart are unmanaged, and not available for direct investment; they do not reflect management
fees or transaction costs: S&P 500 Index is a widely recognized index of market activity based on the aggregate
performance of a selected portfolio of publicly traded common stocks. Russell 1000 Value® Index is a widely recognized
index of market activity based on the aggregate performance of common stocks from the Russell 1000 Index, with lower
price-to-book ratios and lower forecasted growth values. Russell 1000 Growth® Index is a widely recognized index of
market activity based on the aggregate performance of common stocks from the Russell 1000 Index, with higher price-to-
book ratios and higher forecasted growth values.

London Stock Exchange Group PLC and its group undertakings (collectively, the “LSE Group”). © LSE Group 2018. FTSE
Russell is a trading name of certain of the LSE Group companies. FTSE®, Russell®, and FTSE Russell® are trademarks of
the relevant LSE Group companies and are used by any other LSE Group company under license. All rights in the FTSE
Russell indexes or data vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor
its licensors accept any liability for any errors or omissions in the indexes or data and no party may rely on any
indexes or data contained in this communication. No further distribution of data from the LSE Group is permitted without
the relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor or endorse the content
of this communication.
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