
Ropes Wealth Questions the Idea of a MAMU Moment 

Unless you are the current resident of Mar-a-Lago, it has been a slow news week. We have received weak 
readings on service and manufacturing activity, factory and durable goods orders, and jobless claims. All eyes are 
on next week’s Consumer Price Index release and the Fed meeting for the direction of future interest rates and an 
outlook on the probability of recession. There are credible arguments on both sides about the potential for a 
slowdown or soft landing, and only time will tell the ultimate course. Our goal as your advisor is to guide you 
through this course without losing ground on a recovery but staying flexible and balanced to ensure you don’t get 
caught offsides.

Speaking of offsides, there is a lot of focus among market participants right now about the recent concentration of 
stock market performance in technology companies up the capitalization spectrum and what it might say about the 
broader environment and the near-term trajectory for the stock market.

The five largest stocks in the S&P 500—Apple, Microsoft, Amazon, Nvidia, and Alphabet—now represent about 
25% of the overall index, having just reached a post-1990 high. If you add in Meta, Berkshire Hathaway, Tesla, 
United Healthcare, and ExxonMobil, the 10 largest stocks in the S&P 500 now represent nearly 35% of the index. 
And yet, more than half of the S&P 500's member stocks have negative year-to-date returns, in stark contrast to 
the overall index’s year-to-date gain of more than 11%. Nearly a third of the index's stocks are still in bear market 
territory, meaning down more than 20% from their highs.

There is no doubt that investors have had a lot to contend with thus far in 2023. Moderating economic growth, 
persistent inflation, volatile interest rates, falling profits, stress in the banking sector, war in Ukraine, and the debt 
ceiling debate have all combined to weigh on sentiment. Optimism about growth prospects connected to artificial 
intelligence has caused excitement, but we also suspect misguided hopes that a change in the direction of 
monetary policy is another contributor to large cap equity and mega-cap tech outperformance.

After gaining clarity on the debt ceiling, we look for the Federal Reserve to remain steadfast in its policy pursuits, 
with elevated interest rates and tighter credit standards weighing on economic activity for the remainder of the 
year. Falling corporate profits historically have led to reductions in employment and capital expenditures. We can 
now expect to add into the mix a slowing consumer with student loan forgiveness off the table as part of the debt 
ceiling increase negotiations. Inflation, interest rates, manufacturing, housing, falling profits, and credit tightening 
will ultimately affect employment, consumption, capital expenditures, and services activity, prolonging economic 
and market anxiety and creating conditions ripe for recession. The earnings recession has already begun as profit 
growth for companies in the S&P 500 has declined for two consecutive quarters, with further weakness anticipated 
in the current quarter before resuming growth by year end.

As a result, we continue to suggest investors don't chase outsized returns. We recommend some profit taking as 
the S&P 500 sits roughly 20% above the October lows, and rebalancing to keep portfolios from becoming overly 
biased toward a small handful of stocks. FOMO, or Fear Of Missing Out, is not an investment strategy. We 
continue to emphasize a diversified approach for long-term portfolios favoring quality in bonds and equities to help 
endure the volatility that may come. Maintaining some excess cash on hand ready to deploy once investors reprice 
a recovery in GDP and corporate profits next year is also a good idea.

• There have been 85 rolling 10-year periods since 1926. The S&P 500 produced gains in 81 of them and 
losses in four—meaning the market increased in 95% of the 10-year time frames.

• Stocks produced positive returns in every rolling 15-calendar year period since 1926. 

• During the 65 rolling 30-year periods since 1926, the stock market’s worst performance was an 
annualized return of 8.5%.

These historical returns illustrate how stocks have shown resilience and growth potential over the long term. We 
continue to believe in that potential and urge you to do the same. Please feel free to connect with a member of 
your team by clicking here.

________________________________________

THE CARES ACT OFFERS TAX PLANNING OPPORTUNITIES FOR 2020

The Coronavirus Aid, Relief and Economic Security (CARES) Act, the $2 trillion stimulus bill, was signed into law 
by President Trump on March 27, 2020. The Act provides financial assistance to individuals and small 
businesses suffering economic damage from the effects of COVID-19. Included in the Act are several provisions 
offering income tax relief to individuals. Please click here to read more. 

The IRS will allow individuals to defer filing 2019 federal income tax returns and paying federal income tax bills 
that would normally be due on April 15 until July 15 without interest or penalties. This includes outstanding 2019 
tax payments and any 2020 estimated quarterly tax payments due by April 15. This deferral also applies to 
trusts, estates, partnerships, and corporations.

The deadline for contributions to individual retirement accounts (IRAs) has also changed: you have until July 15 
to make contributions for 2019.

It is important to note that state and municipal taxes are not affected by this IRS announcement. While some 
locations (including New York and California) are allowing deferred filings and payments to some extent, you will 
want to check with your state or local government or your tax advisor.

For those who work with Ropes & Gray’s tax service department, please stay tuned for more guidance about 
how they are handling the adjusted federal filing deadlines.

________________________________________

A PLANNING OPPORTUNITY WITH ROTH CONVERSIONS

As difficult as it is to watch, the recent decline in the stock market may present an opportunity for long-term 
investors to take advantage of the option to convert a traditional IRA or qualified retirement plan to a Roth 
equivalent. Retirees who have yet to take required minimum distributions from their retirement plans, are 
currently in a low tax bracket, and have liquid assets available to pay the tax due on a Roth conversion may find 
the opportunity particularly attractive.

Click here to learn more.



The information set forth in this communication is presented by Ropes Wealth Advisors LLC (“Ropes Wealth”) a wholly owned subsidiary of Ropes 
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Some in the financial press have dubbed this year’s remarkable market action in the wake of last year’s declines 
as a MAMU moment (Mother of All Melt Ups). We are grateful for a reprice of stocks from last year’s market lows 
but remain wary of declaring a melt-up moment due to the narrowness of price action and elevated valuations. To 
swap acronyms for an analogy, markets go up on an escalator and down in an elevator. Therefore, we will invest 
on your behalf with a healthy mix of courage and caution as we navigate through the uncertainty.

Thank you as always for your interest in our investment commentary. If you would like to speak personally with a 
member of our team at any time, please click here. 
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