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is an investment manager focusing on
longer-term investment strategies that
combine top-down, macroeconomic
analysis and quantitatively-driven
portfolio construction. We strive to

be the leading provider of innovative
investment solutions for investors, and
our competitive edge is our research-
driven macro style of investing.

Our top-down macro approach
differentiates our firm from the

more common, traditional bottom-up
approach of most asset managers.
Our extensive array of macro indicators
allows us to construct portfolios
for clients that are innovative,
risk-controlled, and focused on
overall portfolio construction instead
of individual stock selection.
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Insights

Magnificence beyond the Magnificent 7

Whether famous or infamous, the Magnificent 7 stocks have been 2023's
stock market story. They have dominated indices to the point that some
Large Cap Growth Funds no longer qualify as diversified portfolios under
the 1940-Act, and they have dominated market performance so much that
markets have the narrowest leadership since the Technology Bubble (see
Chart 1).

However, the fundamentals of the Magnificent 7 aren’t uniquely superior,
and the breadth and depth of other growth opportunities seems
historically large and attractive. \We've described the attractiveness of the
stocks outside the seven as a once-in-a-generation opportunity to invest
in this broad and ignored group.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS



Insights

November 2023

Richard
Bernstein
Advisors

CHART 1
S&P 500°: Percentage of Stocks that Qutperformed the Index
1990-2023 YTD thru Nov 21st (Price Returns)
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Narrow leadership is typically the result of deteriorating fundamentals
in the broader market. When the profits cycle decelerates, investors
gravitate to the fewer and fewer companies that can maintain growth
during an increasingly adverse backdrop. Leadership narrows as
fundamentals deteriorate, and growth becomes scarce.

With that in mind, the Magnificent 7's significant outperformance
might be justified if they were truly unique. Unfortunately, that is not
the case. Rather, it increasingly seems investors’ enthusiasm for these
seven stocks is a reflection of today’s speculative, momentum-driven
market. But investors’ myopia has resulted in tremendous opportunities
elsewhere.

There are more than 7 growth opportunities in the world...

In order to determine if there really are more than 7 growth stories in the
equity markets, we did a screen of US companies having forecasted year-
to-year earnings growth of 25% or more. 25% is an arbitrary, but widely
accepted growth hurdle often used by growth investors.

As shown in Chart 2, 82 US companies passed our growth screen, which
certainly demonstrates the universe of growth stocks is much larger

than the Magnificent 7. More importantly, only 3 of the Magnificent 7
companies actually passed the screen and they ranked only #25, #72

and #74. It's pretty clear there is nothing particularly unique about the
Magnificent 7's fundamentals. Rather, price momentum and excitement
around the story alone seems to be luring investors to the stocks.
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MSCI US: Companies with > 25% Next Year Expected EPS Growth
(as of 11/20/23)
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..and they're not even predominantly mega caps...

Investors are currently concentrating mostly on the largest stocks, and some do
indeed pass our screen, but there are two critical points embedded in Chart 3:

First, our analysis suggests that investors’ myopic focus on the Magnificent 7
may be causing them to ignore other large cap growth stocks. The median year-to
date performance of the remaining 79 stocks that passed our screen was just 7%,
highlighting the neglect of other stocks with similar earnings growth momentum.

Second, smaller stocks within the MSCI US universe comprise nearly 60% of the
growth stocks passing our screen. These stocks seem to be more fertile ground for
growth than the mega caps.

CHART 3:
Distribution of Market Cap Deciles for >25% Next Year Expected EPS Growth
(as of 11/20/23)
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...and they’re not all Tech!

Growth opportunities exist in sectors other than Technology. Chart 4 shows the
sector composition of the companies that passed our growth screen relative to that
within the MISCI US Index. Traditional growth sectors, like Consumer Discretionary
and Communications, are overweighted in our screen, but Energy actually ranks
higher than does Technology, and Real Estate and Materials are nearly identical to
Tech.

CHART 4:
Sector Distribution of >25% Next Year Expected EPS Growth Companies vs MSCI US
(as of 11/20/23)
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Source: Richard Bernstein Advisors LLC, Bloomberg Finance, L.P.

Overweight “everything else”

Investors focus on this narrow group of stocks and their resulting dominance

in major cap-weighted indices has caused an extreme lack of diversification in
many classic investment vehicles. RBA's role since inception has been to provide
diversification and exposure to ignored investment opportunities.

The Magnificent 7 don't appear as unique as their outperformance would suggest.
At the same time, other sectors’, sizes’ and countries’ (i.e., everything else)
fundamentals appear under-appreciated. We continue to believe that “everything
else” presents a once-in-a-generation investment opportunity. Chart 5 represents
the diversification we offer in that our portfolios are significantly underweight the
Magnificent 7, but overweight just about “everything else.”

Investors seem to be shunning the benefits of diversification to trade
individual stocks. History suggests that isn’t a prudent decision for building
wealth.
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RBA Global Risk-Balanced Moderate Strategy Active Sector Bets

Mag 7 -15.9
Tech ex Mag 7 1.5
Non Tech-Related Cyclicals 4.4
Defensives 1.0
Non-US 9.0
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Positioning for the RBA Global Risk-Balanced Moderate Strategy as of 9/30/2023.
Source: Richard Bernstein Advisors LLC, Bloomberg. Weightings are calculated on
an equity-only basis. Allocations are subject to change due to active management.
Percentages may not total 100% due to rounding.Benchmark: MSCI ACWI Index.
Sector references are in accordance with the Global Industry

Classification Standard (GICS®) www.msci.com/gics
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About Richard Bernstein Advisors

Richard Bernstein Advisors LLC is an investment manager focusing on long-
only, global equity and asset allocation investment strategies. RBA runs ETF
asset allocation SMA portfolios at leading wirehouses, independent broker/
dealers, TAMPS and on select RIA platforms. Additionally, RBA partners with
several firms including Eaton Vance Corporation and First Trust Portfolios LP,
and currently has $15.0 billion collectively under management and advisement
as of September 30, 2023. RBA acts as sub-advisor for the Eaton Vance
Richard Bernstein Equity Strategy Fund, the Eaton Vance Richard Bernstein
All-Asset Strategy Fund and also offers income and unique theme-oriented
unit trusts through First Trust. RBA is also the index provider for the First Trust
RBA American Industrial Renaissance” ETF. RBA's investment insights as well
as further information about the firm and products can be found at www.
RBAdvisors.com.

Nothing contained herein constitutes tax, legal, insurance or investment advice, or the recommendation of

or an offer to sell, or the solicitation of an offer to buy or invest in any investment product, vehicle, service

or instrument. Such an offer or solicitation may only be made by delivery to a prospective investor of formal
offering materials, including subscription or account documents or forms, which include detailed discussions

of the terms of the respective product, vehicle, service or instrument, including the principal risk factors that
might impact such a purchase or investment, and which should be reviewed carefully by any such investor
before making the decision to invest. RBA information may include statements concerning financial market
trends and/or individual stocks, and are based on current market conditions, which will fluctuate and may be
superseded by subsequent market events or for other reasons. Historic market trends are not reliable indicators
of actual future market behavior or future performance of any particular investment which may differ materially,
and should not be relied upon as such. The investment strategy and broad themes discussed herein may be
inappropriate for investors depending on their specific investment objectives and financial situation. Information
contained in the material has been obtained from sources believed to be reliable, but not guaranteed. You should
note that the materials are provided “as is” without any express or implied warranties. Past performance is
not a guarantee of future results. All investments involve a degree of risk, including the risk of loss. No part
of RBA's materials may be reproduced in any form, or referred to in any other publication, without express
written permission from RBA. Links to appearances and articles by Richard Bernstein, whether in the press,

on television or otherwise, are provided for informational purposes only and in no way should be considered

a recommendation of any particular investment product, vehicle, service or instrument or the rendering of
investment advice, which must always be evaluated by a prospective investor in consultation with his or her
own financial adviser and in light of his or her own circumstances, including the investor’s investment horizon,
appetite for risk, and ability to withstand a potential loss of some or all of an investment'’s value. Investing is
subject to market risks. Investors acknowledge and accept the potential loss of some or all of an investment'’s
value. Views represented are subject to change at the sole discretion of Richard Bernstein Advisors LLC. Richard
Bernstein Advisors LLC does not undertake to advise you of any changes in the views expressed herein.

© Copyright 2023 Richard Bernstein Advisors LLC. All rights reserved.
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