IZ Wellington
Shields

3DUITIAS PaHSPADTIYE s

DIJIA: 52,208

Sell the S&P 500... buy the S&P 500 Equal Weight. It’s one way to deal with this divided market. The
S&P these days isn’t so much about its 500 stocks, it’s more about its Tech stocks. Just 25 stocks account
for 25% of the index. It has become an index of Tech stocks, and Tech stocks generally are
underperforming. Meanwhile, the Equal Weight as his name suggests, gives each component equal due
regardless of its market cap. When Tech was leading the market, you didn’t want to rest, and now you do.
Those Financials, Healthcare stocks, and even Staples aren’t just performing better than Tech, they are
performing very well. They are the leaders now. Market rotation is not uncommon, but this is an extreme.

Sometime in 1999 a new investment vehicle came on the scene. They were called Market Neutral Funds,
and were 50% long stocks and 50% short. They may have been market neutral, but they were not opinion
neutral - they were value players, long-undervalued, and short-overvalued. Back then that meant long Old
Economy like Philip Morris (PM - 192) and short Dotcoms. So, back then they were wrong both ways, and
didn’t last long. By the summer of 2000, the Dotcoms had peaked and Old Economy stocks started to
perform well. The latter did so not so much because of some big new buying interest, it was more simply
that no one was left to sell. You could almost blow on the stocks and they went up, Philip Morris and the
like. We suspect there’s some of that going on now, but this time there is more to it.

This, by the way, i1sn’t 2000. The 2000 market was a bubble because in 2000 the market was the Dotcoms
and Dotcoms only into the March peak. There’s much more to this market. That said, there is the question
whether like the Dotcoms, is Al a bubble? As we are not coming to you today from the south of France, we
won’t waste your time or ours with an answer. Suffice it to say, Al is in a serious correction, and for now
some settling of the dust should be awaited. Al in this case, of course, is more than Semis and the
Hyperscalers, it’s electrification like GEV (983), construction like STRL (581), and pretty much anything
you see not acting well these days — Al related, a good thing no more.

Do you remember SPACS? You give money to someone to buy something and best of all, it’s an unknown
something. It’s amazing how new ways to speculate come along. Among those lately are the single stock
ETFs, which of course come with leverage. How can a leveraged single stock ETF possibly be considered
an investment rather than a speculation? Best we know these instruments reside primarily in Tech land, and
have in part been blamed for the Korean market’s undoing. Speculation is part of every market in one form
or another. Creating new ways to encourage speculation, however, usually happens near the end of trends
rather than at their start.

A couple of things have pushed us to a darker view of Al Those Intel (INTC - 91) earnings were pretty
spectacular, yet the stock reversed lower. We will have to see how the MSFT/META numbers play out, but
when good news is ignored that says it might be as good as it gets. The other thing is Apple (AAPL - 333).
Were they smart enough to not fall into the Al spend, or were they not smart enough to figure out how to
do it? When you are being rewarded for not being part of Al, what does that tell you about the Al
trade? Healthy markets are about participation and despite Tech this market has it. Even in this divided
market Advance-Decline numbers have remained positive, but don’t lose track here. Meanwhile, Microsoft
(MSFT - 451) is a pleasant surprise in a Software group which has been improving. It’s a divided market,
even in Tech.
Frank D. Gretz

60 BROAD STREET, 39™ FL NEW YORK, NY 10004 TELEPHONE: (212) 320-3000
THIS IS NOT AN OFFER OR SOLICITATION OF AN OFFER TO BUY OR SELL THE SECURITIES/INVESTMENTS MENTIONED HEREIN. WHILE THIS REPORT HAS BEEN PREPARED FROM ORIGINAL
SOURCES AND DATA WE BELIEVE TO BE RELIABLE, WE MAKE NO REPRESENTATIONS AS TO ITS ACCURACY OR COMPLETENESS. ADDITIONAL INFORMATION IS AVAILABLE UPON
REQUEST.
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