April 2nd, 2019

Sometimes defense is the best offense
It is often said that “offense sells tickets, but defense wins championships.” This past weekend, there
were many factors that went into determining the outcomes of the men’s NCAA tournament games
(including not getting the ball inside to the best player in the tournament for the last play of the
game!), but it was no coincidence that the winner of each game happened to be the team with more
steals and fewer turnovers.
For investors, perhaps the saying should be “defense generates wealth.” In keeping with the idea
that returns are greatest where capital is scarce, a quick examination of long-term sector returns
suggests that avoiding the frothiest parts of the market and compounding dividends is more important
than owning the fastest growers. Case in point, as Rich has often pointed out, Utilities have
outperformed the NASDAQ composite since its inception in 1971.
NASDAQ Composite vs. Dow Jones Utility Average cumulative total return since NASDAQ inception
Total return index (Feb '71 = 100)
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Along these lines, many may also be surprised to hear that, even ten years into one of the biggest bull
markets of our lifetimes, not only do Health Care and Staples have the best risk-adjusted long-term
returns, but they also have some of the best absolute returns. Since 1989, Health Care has returned
nearly 2,700% (~12% per year) while Consumer Staples has returned almost 2000% (~11% per year),
although Staples’ long-term performance was recently overtaken by Information Technology. The last
time Technology’s long-term performance was ahead of Health Care or Staples was during the Tech
Bubble. In general, it is probably more of a cautious than a bullish signal for the markets when cyclical
sectors lead the long-term performance rankings. The last cyclical sector to lead was Energy before the
collapse in oil prices in 2014-2015, and prior to that it was the Financial sector during the later stages
of the credit bubble. Watch out when Tech overtakes Health Care for the lead!
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S&P 500® sector returns vs. standard deviation of returns since August 1989

Average annual returns
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Dan Suzuki is registered with Foreside Fund Services, LLC which is not affiliated with Richard Bernstein Advisors LLC or its affiliates.
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 par ticular investment which may
differ materially, and should not be relied upon as such. The investment strategy and broad themes discussed herein may be unsuitable 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.
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