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Q2 2024 Overview

The Core Balanced Portfolio—Tax~-
Advantaged (MCBAL) is a diversified strategy
designed to help grow and preserve wealth
leading up to and throughout retirement.
MCBAL seeks to accomplish these objectives
primarily through balanced diversification. As a
whole, the portfolio is comprised of three
distinct sub strategies: (1) a 40% allocation to
actively managed U.S. and global equities with
a combined focus on growth and income,

(2) a 40% allocation to actively managed
municipal fixed income, and (3) a 20%
allocation to tactical equity which can move
between equities and low duration fixed
income and/or cash. With the dynamic and
flexible nature of tactical equity, the portfolio’s
overall target allocation to equity/fixed
income can vary from its most aggressive
(60%/40%) to most conservative (42%/58%). MCBAL's target asset allocation,
which did not change throughout the quarter, finished at 50.5% equities and
49.5 % fixed income, with a combined 9.6% of which is held in cash and short-
term treasuries.

For the second quarter of 2024, MCBAL advanced 1.12% (0.34% net of
maximum potential fees) versus its blended benchmark, which increased
1.37%. The allocation to U.S. equities had a negative contribution to returns for
the quarter, while global equities, fixed income, and the tactical allocation
contributed positively. Since inception, the portfolio has an annualized return
of 7.22% (4.07% net) versus 7.37% for the benchmark.

Core Balanced Portfolio—
Tax-Advantaged
Target Allocations

Tactical 20%

Tactical Position
As of 6/30/2024

Equity Overview

The S&P 500 closed the second quarter of 2024 just below a new all-time high,
up an additional 4.3% for the quarter and extended its gains after coming off
its strongest first quarter performance since 2019. The general theme for the
year thus far is merely an extension of trends predominant throughout 2023—
specifically, the cyclical sectors, large caps, and growth stocks. The degree of
performance disparities among the best and worst equities by sector, size, and
style has now reached astonishing levels with some near, or at, unprecedented
extremes. The S&P 500 Growth Index outperformed the S&P 500 Value Index
by 11.7% in the second quarter alone, marking the second strongest single-

Total Returns Annualized Returns

3-Mos 6-Mos YTD 1-year 3-year 5-year10-year Incp| 2014 2015 2016
Gross % 112 6.68 6.68 11.82 267 6.08 549 722 870 112 436
Benchmark% 1.37 599 599 1193 343 738 658 737 779 140 564
Net % 0.34 507 507, 849 -036 296 238 4.07 547 -183 1.26
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Seeks to effectively capture market returns
while minimizing volatility; allocates the
fixed income component to municipal
bonds appropriate for tax-sensitive
investors
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About EquityCompass

EquityCompass is a Baltimore-based SEC
registered investment adviser offering a broad
range of portfolio strategies and custom plans for
individuals, financial intermediaries, and
institutional clients in the U.S. Formally organized
in 2008, EquityCompass provides portfolio
strategies with respect to total assets over $4.9
billion as of June 30, 2024.*

The EquityCompass team of professionals
represents deep industry experience in security
analysis, capital markets, and portfolio
management. We are committed to a consistent
investment process that relies on enduring
principles, sound empirical reasoning, and the
recognition of a dynamic investment environment
with a global reach.

Calendar-Year Returns

2017 2018 2019 2020 2021 2022 2023
1540 -5.40 16.28 5.71 14.02 -11.77 10.56
13.35 -3.50 17.27 1251 12.70 -12.04 14.25
12.02 -8.22 1290 2.62 10.70 -14.40 7.32
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quarter performance differential in the last
30 years—only bested by the second
quarter of 2020 during a massive risk-and-
growth-on-recovery rally occurring just
after the initial pandemic selloff.
Cumulatively over the last 18 months,
growth has returned 60.7%—or more than
double the return of value’s 29.3%
advance. Similarly, large caps have
outpaced small caps by roughly 3-to-1 over
the same time frame. While nearly all equity
categories have advanced over the last 18
months, less have advanced for the year,
and even fewer in this last quarter as returns
have become increasingly more
concentrated in fewer individual names.
Despite the 4.3% rise in the S&P 500 for the
quarter, there were actually more sectors in
the red (6) than in the green (5).
Additionally, small and mid cap stocks
posted meaningful declines as well as value
stocks.

While Table 1 demonstrates performance
disparities based on particular equity
characteristics, it does not adequately
measure the degree of breadth within the
market, as all of the indices are constituted
by some form of market cap-weighting in
which the largest companies are afforded
the greatest weight in the index. For
example, while the S&P 500 is up a healthy
15.3% (33.0% annualized) for the year,
more than 75% of the stocks within the
index have returned less than the market
cap-weighted average return of the index as
a whole. Another manifestation of this
narrowing breadth resides in the S&P 500
performance differential when compared to
the same index with equal-weighted
members. The S&P 500 Equal Weight Index
for the year is up “just” 5.1% (10.4%
annualized) or nearly one-third of its cap-
weighted counterpart. However, when we
extend the time frame out on a trailing 18-
month basis, this performance spread is
even more pronounced, with the cap-
weighted S&P 500 outpacing its equal-
weight counterpart by more than 26%—the
most since at least the early 1990s.

This environment of continued narrowing
market participation has resulted in fewer
and fewer names making up a larger

2023 Leadership Has Continued Into 2024 Table 1
Last 18

Index 2023 Q12024| Q22024 YTD 202
Months

S&P 500 Information Technology 57.4% 12.6% 13.7% 28.1% 101.6%
S&P 500 Communication Services 55.4% 15.7% 9.3% 26.5% 96.5%
S&P 500 Consumer Discretionary 42.0% 4.9% 0.6% 5.5% 49.8%
S&P 500 Industrials 17.5% 10.9% -3.0% 7.5% 26.3%
S&P 500 Financials 11.5% 12.3% -2.2% 9.9% 22.5%
S&P 500 Materials 11.8% 8.8% -4.6% 3.8% 16.1%
S&P 500 Health Care 1.5% 8.7% -1.1% 7.5% 9.2%
S&P 500 Consumer Staples -0.3% 7.3% 1.2% 8.5% 8.2%
S&P 500 Real Estate 11.1% -0.8% -2.2% -3.0% 7.8%
S&P 500 Energy -2.4% 13.4% -2.7% 10.4% 7.7%
S&P 500 Utilities -8.0% 4.3% 4.4% 8.9% 0.1%

Size

S&P 500 (Large Cap) 26.3% 10.6% 4.3% 15.3% 45.6%
S&P MidCap 400 16.4% 10.0% -3.4% 6.2% 23.6%
S&P SmallCap 600 16.1% 2.5% -3.1% -0.7% 15.2%

Style
30.0% 12.8%
22.2% 8.1%
Performance Spreads

S&P 500 Growth
S&P 500 Value

9.6%
-2.1%

23.6%
5.8%

60.7%
29.3%

Large Cag Small Cap 10.2% 8.1% 7.4% 16.0% 30.4%
Growthg Value 7.8% 4.7% 11.7% 17.8% 31.4%
All returns include dividends and are not annualized
Source: Bloomberg Finance, LP, EquityCompass
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