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This chart is for illustrative purposes only and not indicative of any actual
investment. The illustration excludes the effects of taxes and brokerage
commissions or other expenses incurred when investing. Investors cannot
invest directly in an index. The S&P 500 Index is an unmanaged index of
500 stocks used to measure large-cap U.S. stock market performance.
The respective S&P 500 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 regulatory framework. Financial professionals 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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The Only Constant Is Change...Usually
Top Three S&P 500 Index Sectors In Each Of The Past Four Quarters
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Source: Bloomberg. Returns are total returns. Past Performance is no guarantee of future results.

View from the Observation Deck

One of the most common questions we field on an ongoing basis is the following: What are your favorite sectors? Today’s blog post

is one that we update on a quarterly basis to lend context to our responses. Sometimes the answer is more evident than at other

times, and sometimes it only makes sense via hindsight. While the above chart does not contain yearly data, since 2005, only two
sectors in the S&P 500 Index have been the top-performer in back-to-back calendar years. Information Technology was the first,
posting the highest total return in 2019 (+50.29%) and 2020 (43.89%). Energy was the second, posting the highest total return in

2021 (54.39%) and 2022 (65.43%), according to Bloomberg.

- The top-performing sectors in Q2'23 were as follows (total returns): 17.20% (Technology), 14.58% (Consumer Discretionary),
and 13.07% (Communication Services). The total return on the S&P 500 Index was 8.74%. The other eight sectors generated
total returns ranging from 6.49% (Industrials) to -2.53% (Utilities).

By comparison, the top-performing sectors in Q2’22 were as follows (total returns): -4.62% (Consumer Staples), -5.09%
(Utilities) and -5.23% (Energy). The worst-performing sectors for the period (total return) were: -26.16% (Consumer
Discretionary), -20.71% (Communication Services) and -20.24% (Information Technology).

Recall that fears of a global banking crisis were running high in Q1'23. In the U.S., investors were grappling with the fallout of
the second largest bank failure in the nation’s history. Meanwhile, the Swiss government took action to broker the sale of Credit
Suisse, its second largest bank at the time. Fast-forward to 2'23, and the global banking crisis appears to have been averted.
Additionally, a wave of positive economic data likely relieved concerns regarding economic growth in the U.S. Notably, in Q2'23,
the yields on the 2-year and 10-year Treasury Notes rose by 87 and 37 basis points, respectively (notin chart). As many investors
know, bond prices and yields move in opposite directions. From our perspective, rising Treasury yields could be reflective of
investors’ willingness to take on increased risk in the equity markets amidst easing headwinds to growth.

+ Advancements in artificial intelligence (Al) have proven to be a catalyst to the S&P 500 Information Technology Index this year.
Year-to-date (YTD) through 6/30/23, the total return for the index stood at 42.77%. For comparison, the Communication
Services and Consumer Discretionary sectors posted total returns of 36.24% and 32.97%, respectively, over the same period.

+ The S&P 500 posted a YTD total return of 16.88% through 6/30/23. Seven of the 11 major sectors that comprise the index were
positive on a total return basis while four were negative during the time frame.

« (lick here to access the post featuring the top-performing sectors in Q3'21, 04'21,Q01'22 and Q2'22.

Takeaway

As we can observe from today’s chart, while the top-performing sectors often vary from quarter to quarter, Technology
stocks maintained an edge over their peers in both Q1 and Q2 of 2023. From where we stand, easing fears of a global
banking contagion as well as developments in Al may have contributed to higher revenues for Technology companies
in the first half of the year. In 2021 and 2022, the companies that comprise the S&P 500 Information Technology
Index saw revenue growth of 14.68% and 13.64%, respectively. For comparison, revenue growth for the 2018, 2019,
and 2020 calendar years stood at 11.55%, 16.63%, and 5.30%, respectively. To be fair, it is not all good news when
it comes to the Technology sector. The price-to-earnings (P/E) ratio of the S&P 500 Technology Index stood at 30.08
at the close of 7/5/23, well above its 10-year monthly average of 23.88 over the 10-year period ended the same
date. Additionally, a total of 830 tech companies laid off nearly 213,000 employees globally year-to-date through
7/5/23. That said, from a total return perspective, Technology stocks have had an impressive first half of the year,
outperforming each of their peers. We look forward to seeing what the data reveals next quarter.
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