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This chart is for illustrative purposes only and not indicative of any
actual investment. Investors cannot invest directly in an index. The S&P
500 Index is an unmanaged index of 500 companies used to measure
large-cap U.S. stock market performance, while the S&P sector indices
are capitalization-weighted and comprised of S&P 500 constituents
representing a specific sector.

The information presented is not intended to constitute an investment
recommendation for, or advice to, any specific person. By providing this
information, First Trust is not undertaking to give advice in any fiduciary
capacity within the meaning of ERISA, the Internal Revenue Code or
any other requlatory framework. Financial advisors are responsible
for evaluating investment risks independently and for exercising
independent judgment in determining whether investments are
appropriate for their clients.
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View from the Observation Deck

In our last blog post (Click here for“Recession? Don’t Ask The Equity Markets...” we provided a geographic breakdown
of the revenue streams of the 500 largest publicly traded U.S. companies. While there are a myriad of factors that
affect market performance and returns, we were curious as to what the data would reveal if we sorted the 500
companies from our previous post by sector. In the chart above, we show the 500 largest publicly traded U.S.
companies (by market cap) categorized by sector and then ranked by the percentage of their revenue that was
generated outside of North America.

Information Technology, Materials, Real Estate, Energy, and Industrials have the highest exposure to
revenue from outside of North America (see chart).

For the sake of transparency, it should be noted that just two of the 500 companies represented in today’s chart
are classified as real estate, and the results should be viewed through that lens. That said, the chart reveals that a
staggering 57.5% of the revenue generated by technology stocks is derived from outside of North America. We find
this fact interesting because technology stocks, as measured by the S&P 500 Information Technology Index, have
posted the highest total return of the eleven sectors that comprise the S&P 500 Index between 9/30/22 and 5/8/23
(the same time frame used in the previous post).

All eleven sectors that comprise the S&P 500 Index posted positive total returns between 9/30/2022
and 5/8/23.

The three top performing sectors and their total returns over the time frame are as follows: Information Technology
(28.94%); Communication Services (22.03%); and Industrials (20.85%). The three worst performing sectors over
the period and their total returns were: Consumer Discretionary (3.21%); Real Estate (5.20%); and Utilities (6.85%).
For comparison, the S&P 500 posted a total return of 16.54% over the time frame.

Takeaway

As the name of our blog suggests, we believe that cash flows are the lifeblood of corporations. In our view,
publicly traded U.S. companies with diverse geographic cash flows may be able to weather economic
difficulty more readily that those without. According to projections from the IMF, GDP growth rates in
emerging and developing economies are forecast to slow at a lower rate than the U.S. Additionally,
many pundits are forecasting a recession to occur in the U.S. at some point this year. In light of these
projections, we believe that investors may benefit from exposure to sectors that contain companies with
geographically diverse revenue streams.
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