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Sentiment in risk asset markets has taken a sharp turn for the better in 2013 year to date, and the bulls
are making a rather compelling case that the good times may roll on for awhile yet. The S&P 500 surged
to yet another record level on a jetstream-strength tailwind of $19.7 billion of net new assets poured
into global equity funds. That’s the most since June 2008, as good a sign as any that the fear-greed
pendulum has well and truly crossed the full horizon. That being said, the funds flow has been unusually
concentrated. Of that $19.7 billion a full $17.5 billion went into US funds, and $6.5 billion into one single
asset – the SPDR S&P 500 exchange traded fund (SPY). No wonder the S&P 500 is proving to be such a
formidable benchmark for active money managers to beat this year.
Bye Bye Bonds
The gains in equities have come at the expense of bond funds, which saw $700 million of net outflows.
Most of the outflows relate to rate-sensitive areas like US governments and investment grade
corporates, along with emerging markets funds, while high yield funds saw sizable net inflows. That is
not altogether surprising, as high yield bonds often exhibit trading patterns closer to equities than to
other bond asset classes. This week’s bond exodus didn’t do much to move the needle on broad market
yields, though. In fact the 10 year yield has generally trended downwards over the week, staying just
below 2.5% as Friday trading approached the close.
Banks Rock, Techs Lag
With around 25% of the S&P 500 companies reporting on 2Q performance thus far the picture is a bit
more mixed than the general euphoria of weekly funds flows. Financials are leading the way and tech,
laden down by Apple, is bringing up the rear. The financial sector overall is showing earnings growth of
24.3%, highest overall for the second quarter in a row. In fact when you take financials out of the
equation the blended earnings growth rate for the S&P 500 overall falls from 1.1% to -3.5%. Big names
like Citigroup, JP Morgan and Bank of America have provided much of the strength, and interestingly the
consumer finance subsector is the strongest overall. Rock on, US credit card users.
Apple as Albatross
If giant banks are a blessing to the financial sector, one behemoth is proving to be a curse on the tech
sector. That would be Apple, the largest company by market cap on the S&P 500. Earnings growth for
S&P technology companies is -9.4% based on current consensus expectations, but if you take Apple out
of the equation that jumps to only -6.9%. Perhaps most ominously, sales of iPads are projected to fall
14% over the next year. The iPad Mini is experiencing some stiff competition in that space from
Amazon’s Kindle, among other factors. Proving yet again that when it comes to tech, yesterday’s
darlings can find it challenging to sustain the high expectations that come with being #1.
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Investment Advisory Services offered through MV Capital Management, Inc., a Registered Investment Advisor. MV Financial
Group, Inc. and MV Capital Management, Inc. are independently owned and operated.

Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by MV Capital Management, Inc.),
or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any
corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of
current opinions or positions. Moreover, you should not assume that any discussion or information contained in this newsletter
serves as the receipt of, or as a substitute for, personalized investment advice from MV Capital Management, Inc. To the extent
that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation,
he/she is encouraged to consult with the professional advisor of his/her choosing. MV Capital Management, Inc. is neither a law
firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting
advice. A copy of the MV Capital Management, Inc.’s current written disclosure statement discussing our advisory services and
fees is available for review upon request.
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