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The Super Seven: Masked Heroes or Villains

Risk Management
Transcends Everything

The Super Seven are the larger-than-life figures of today’s stock market environment comprised
of Apple, Microsoft, Nvidia, Amazon, Meta, Tesla, and Alphabet. Apple hovers near a $3 trillion
valuation, Microsoft $2.5 trillion, and the other five companies enjoy valuations north of $1
trillion or quickly moving toward that mark. Have exposure to the S&P 500? Well, these Seven
represent nearly 28% of that entire index, with Apple and Microsoft collectively accounting for
14.5%. The power of the Seven comes to light when you look at the first half performance of
the S&P 500, up 16.89%, versus the Dow Industrials, up only 4.94%. One difference that
explains this divergence is that the Dow Jones only includes Microsoft and Apple.

The first half excitement surrounding these
names, in large part, is because of the
market’s interest in Al or Artificial Intelligence.
The proliferation of data and recent advances
in computing power and machine learning
have led to more sophisticated Al algorithms
and models. The expansion of Al is leading to
advances in autonomous vehicles, medical
diagnosis, fraud prevention and more.
Microsoft has their popular ChatGPT, Nvidia is
producing highly advanced Al chips, Tesla is
moving toward self-driving cars, Apple and
Meta are advancing visual Al, and Amazon,
Google and Microsoft power Al through their
cloud offerings.

Of course, these Seven have to be looked at as
Heroes helping to lift the markets out of last
year’s swoon created by rising interest rates,
rising inflation, and the fear of recession. But
what if these Seven masked heroes are really
masked villains instead? Are they masking the
lack of strength seen in the rest of the market
and economy? The Mid-cap and Russel 2000
indexes are up half as much as the S&P this
year, and the Micro-cap companies have seen

a mere 1.87% gain. As mentioned previously,
the Dow Jones has rallied only 4.94% this year.

Larger parts of the economy are still struggling
from persistent inflation such as housing and
rental costs, new and used car prices, and
food costs to name a few. Interest rates are
too high and growth that is seen in some
areas is absent in others. People are spending
money to travel, but retail sales are weak.
Housing has not collapsed under these higher
rates mainly because of a lack of inventory.
Who wants to put their house on the market
and lose their low mortgage rate that they
refinanced into over the last few years.
Uncertainties in the broader economy are
exacerbated by much of the pandemic
stimulus money now depleted, and students
and renters will soon be forced to restart
regular payments to landlords and loan
companies.

Are the Super Seven Heroes or Villains? Well,
they are most likely masquerading as both.
They are beacons of growth and represent the
future and promise of Artificial Intelligence,
the Fourth Industrial Revolution.
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They are helping to uplift and mend an
economy that has been hit with body blows
and needs expanded and profitable growth.
On the other hand, the Seven, and their
dominance within the S&P 500, are masking
the underperformance and uncertain nature
of the broader economy. This uncertainty
stems from high interest rates and more

would be pushed back. So far so good. As we
know, markets are discounting mechanisms.
This year’s strength can be read as market
participants anticipating a further move down
in inflation toward the Federal Reserve’s 2%
target. If this is the case and employment
remains resilient, a further rally is anticipated.
Heroes or Villains? In super-hero adventures,

expensive consumer and business loans.  there are usually both.
Under the Villain role, if these Seven were to
faulter, the problems of the underlying
economy would be center stage and the

markets could falter.
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remain resilient and recession forecasts
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L&S Advisors, Inc. (“L&S”) is a privately owned corporation headquartered in Los Angeles, CA. L&S was originally founded in 1979 and dissolved in 1996. The two
founders, Sy Lippman and Ralph R. Scott, continued managing portfolios together and reformed the corporation in May 2006. The firm registered as an investment
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to Sy Lippman at slippman@Isadvisors.com. L&S can provide the L&S Advisors GIPS Report which provides a GIPS compliant presentation as well as a list of all
composite descriptions. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the
accuracy or quality of the content contained herein.

L&S is a registered investment adviser with the U.S. Securities and Exchange Commission (“SEC”) and is notice filed in various states. Any reference to or use of the
terms “registered investment adviser” or “registered,” does not imply that L&S or any person associated with L&S has achieved a certain level of skill or training.
L&S may only transact business or render personalized investment advice in those states and international jurisdictions where we are registered, notice filed, or
where we qualify for an exemption or exclusion from registration requirements. Information in this newsletter is provided for informational purposes only and
should not be construed as a solicitation to effect, or attempt to effect, either transactions in securities or the rendering of personalized investment advice. Any
communications with prospective clients residing in states or international jurisdictions where L&S and its advisory affiliates are not registered or licensed shall be
limited so as not to trigger registration or licensing requirements. Opinions expressed herein are subject to change without notice. L&S has exercised reasonable
professional care in preparing this information, which has been obtained from sources we believe to be reliable; however, L&S has not independently verified, or
attested to, the accuracy or authenticity of the information. L&S shall not be liable to customers or anyone else for the inaccuracy or non-authenticity of the
information or for any errors of omission in content regardless of the cause of such inaccuracy, non-authenticity, error, or omission, except to the extent arising
from the sole gross negligence of L&S. In no event shall L&S be liable for consequential damages.

L&S’ current disclosure statement as set forth in ADV 2 of Form ADV as well as our Privacy Notice is available for your review upon request.
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