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Views From the Floor
Is the New Bull Market Here to Stay? 
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Market Narrowness: What Does History Teach Us? 
The AI hype, gains in megacap stocks and/or hopes that the Federal Reserve might 
be nearing the end of its monetary tightening cycle have lifted equity indexes in recent 
weeks: the S&P 500 Index is now more than 20% above its October 2022 low.1 

But delve a little deeper, and most of the gains have been driven by three sectors 
– information technology, communications and consumer discretionary – and within 
those, a few stocks (Figure 1). Indeed, just seven stocks have been responsible for 
the S&P 500’s 12% gain this year: Nvidia, Tesla, Google (Alphabet), Microsoft, Apple, 
Amazon and Facebook parent Meta.2 

Figure 1. Relative Outperformance by Mega Cap Names…

S&P 500 Top 10 Weight% YTD%

Apple 7.5% 37.2%

Microsoft 7.0% 39.1%

Amazon 3.1% 50.7%

Nvidia 2.7% 166.7%

Alphabet A 2.1% 44.2%

Alphabet B 1.8% 44.1%

Meta 1.7% 128.9%

Berkshire Hathaway 1.7% 7.6%

Tesla 1.6% 76.1%

UnitedHealth 1.3% -7.7%

Source: Bloomberg; as of 2 June 2023. 

Note: The organisations mentioned are for reference purposes only. The content of this material should not be construed as a 

recommendation for their purchase or sale.

1. Source: Bloomberg. 2. Source: Financial Times; 9 June 2023.
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Figure 2. …Has Increased Concentration in Indices

Equity Sectors Weight% YTD%

S&P 500  11.5%

Information Technology 31.2% 35.8%

Communcations 9.1% 33.8%

Consumer Discretionary 10.1% 22.2%

IT+Comm+ConsDisc 50.3% 32.7%

Industrials 7.8% 2.4%

Materials 2.5% 0.7%

Real Estate 2.4% -0.8%

Cons Staples 6.8% -1.6%

Health Care 13.7% -4.4%

Financials 9.3% -4.5%

Utilities 2.6% -8.3%

Energy 4.4% -9.2%

All other sectors combined 49.7% -3.2%

Source: Bloomberg; as of 2 June 2023. 

Note: Combined sectors show subtotal of weights and weighted average YTD%.

On the other hand, the equal-weighted version of the S&P 500 (‘SPW’) is up less than 
3% this year.3 Indeed, the 3-month annualised spread between the cap-weighted S&P 
500 and the equal-weighted one has hit more than 40%, only the third time it has done 
so since October 1990 (Figure 2). The previous two times the spread was higher than 
40% was in January 2000 and December 1999.

Figure 3. Three-Month Annualised Spread Between SPX and SPW
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Source: Man Group; as of 9 June 2023.

So what can history tell us about previous episodes of market narrowness? Our 
analysis offers three takeaways: 

1. Typically, the S&P 500 has continued to go up after hitting an annualised 
outperformance of X versus W of 30%;

2. Over the following three months, the equal-weighted S&P 500 has tended to 
catch up;

3. The narrowness had continued over the following six months. 

3. Source: Financial Times; 9 June 2023.
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Tranquillity + Dispersion = Bullish Markets?
Two other developments in the equity markets have caught our eye this past week. 

First, the CBOE Volatility Index has dropped below 14, its lowest level in more than 
three years (Figure 3). In comparison, the 10-year average is 18. The VIX has fallen 
from its high in October despite rising interest rates, a cost-of-living crisis and regional 
bank failures in the US. Market participants believe this depicts the calm before the 
storm, which brings us to our second development: correlation between single stocks. 

During times of market stress – such as during the depths of the COVID-19 selloff in 
March 2020 – correlation between single stocks tends to be closer to 1. Intuitively, this 
makes sense: if investors are panicking, markets tend to sell off, impacting all stocks. 
Currently, 1-month pairwise correlation of stocks within the S&P 500 Index is less than 
20%4, signalling market dispersion, which should make an attractive hunting ground for 
stock pickers.

Figure 4. VIX Saw a 13 Handle for First Time Since February 2020
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Source: Bloomberg; as of 14 June 2023.

With contribution from: Jonathan Daffron (Man FRM, Deputy Head of Investment Risk) 
and Ed Cole (Man GLG, Managing Director – Discretionary Investments).

4. Source: Morgan Stanley.
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Important Information

This information is communicated and/or distributed by the relevant Man entity identified below (collectively the ‘Company’) subject to the following 
conditions and restriction in their respective jurisdictions.

Opinions expressed are those of the author and may not be shared by all personnel of Man Group plc (‘Man’). These opinions are subject to change 
without notice, are for information purposes only and do not constitute an offer or invitation to make an investment in any financial instrument or 
in any product to which the Company and/or its affil iates provides investment advisory or any other financial services. Any organisations, financial 
instrument or products described in this material are mentioned for reference purposes only which should not be considered a recommendation 
for their purchase or sale. Neither the Company nor the authors shall be liable to any person for any action taken on the basis of the information 
provided. Some statements contained in this material concerning goals, strategies, outlook or other non-historical matters may be forward-looking 
statements and are based on current indicators and expectations. These forward-looking statements speak only as of the date on which they 
are made, and the Company undertakes no obligation to update or revise any forward-looking statements. These forward-looking statements are 
subject to risks and uncertainties that may cause actual results to differ materially from those contained in the statements. The Company and/or its 
affil iates may or may not have a position in any financial instrument mentioned and may or may not be actively trading in any such securities. Past 
performance is not indicative of future results.

Unless stated otherwise this information is communicated by the relevant entity listed below.

Australia: To the extent this material is distributed in Australia it is communicated by Man Investments Australia Limited ABN 47 002 747 480 AFSL 
240581, which is regulated by the Australian Securities & Investments Commission (ASIC). This information has been prepared without taking into 
account anyone’s objectives, financial situation or needs.

Austria/Germany/Liechtenstein: To the extent this material is distributed in Austria, Germany and/or Liechtenstein it is communicated by  
Man (Europe) AG, which is authorised and regulated by the Liechtenstein Financial Market Authority (FMA). Man (Europe) AG is registered in  
the Principality of Liechtenstein no. FL-0002.420.371-2. Man (Europe) AG is an associated participant in the investor compensation scheme, which 
is operated by the Deposit Guarantee and Investor Compensation Foundation PCC (FL-0002.039.614-1) and corresponds with EU law. Further 
information is available on the Foundation’s website under www.eas-liechtenstein.li. This material is of a promotional nature.

European Economic Area: Unless indicated otherwise this material is communicated in the European Economic Area by Man Asset Management 
(Ireland) Limited (‘MAMIL’) which is registered in Ireland under company number 250493 and has its registered office at 70 Sir John Rogerson’s 
Quay, Grand Canal Dock, Dublin 2, Ireland. MAMIL is authorised and regulated by the Central Bank of Ireland under number C22513.

Hong Kong SAR: To the extent this material is distributed in Hong Kong SAR, this material is communicated by Man Investments (Hong Kong) 
Limited and has not been reviewed by the Securities and Futures Commission in Hong Kong. This material can only be communicated to 
intermediaries, and professional clients who are within one of the professional investors exemptions contained in the Securities and Futures 
Ordinance and must not be relied upon by any other person(s).

Japan: To the extent this material is distributed in Japan it is communicated by Man Group Japan Limited, Financial Instruments Business Operator, 
Director of Kanto Local Finance Bureau (Financial instruments firms) No. 624 for the purpose of providing information on investment strategies, 
investment services, etc. provided by Man Group, and is not a disclosure document based on laws and regulations. This material can only be 
communicated only to professional investors (i.e. specific investors or institutional investors as defined under Financial Instruments Exchange Law) 
who may have sufficient knowledge and experience of related risks.

Switzerland: To the extent the material is distributed in Switzerland the communicating entity is: To the extent the material is made available in 
Switzerland the communicating entity is:

–   For Clients (as such term is defined in the Swiss Financial Services Act): Man Investments (CH) AG, Huobstrasse 3, 8808 Pfäffikon SZ, Switzerland. 
Man Investment (CH) AG is regulated by the Swiss Financial Market Supervisory Authority (‘FINMA’); and

–   For Financial Service Providers (as defined in Art. 3 d. of FINSA, which are not Clients): Man Investments AG, Huobstrasse 3, 8808 Pfäffikon SZ, 
Switzerland, which is regulated by FINMA.

United Kingdom: Unless indicated otherwise this material is communicated in the United Kingdom by Man Solutions Limited (‘MSL’) which is a 
private limited company registered in England and Wales under number 3385362. MSL is authorised and regulated by the UK Financial Conduct 
Authority (the ‘FCA’) under number 185637 and has its registered office at Riverbank House, 2 Swan Lane, London, EC4R 3AD, United Kingdom.

United States: To the extent this material is distributed in the United States, it is communicated and distributed by Man Investments, Inc.  
(‘Man Investments’). Man Investments is registered as a broker-dealer with the SEC and is a member of the Financial Industry Regulatory Authority 
(‘FINRA’). Man Investments is also a member of the Securities Investor Protection Corporation (‘SIPC’). Man Investments is a wholly owned 
subsidiary of Man Group plc. The registration and memberships described above in no way imply a certain level of skill or expertise or that the SEC, 
FINRA or the SIPC have endorsed Man Investments. Man Investments, 1345 Avenue of the Americas, 21st floor, New York, NY 10105.

This material is proprietary information and may not be reproduced or otherwise disseminated in whole or in part without prior written consent.  
Any data services and information available from public sources used in the creation of this material are believed to be reliable. However accuracy is 
not warranted or guaranteed. © Man 2023.
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