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From: "Gregory Zanetti" <gregradiotranscripts@gmail.com>
To: "Greg Zanetti" <gjzanetti@live.com>

Sent: 5/25/2018 10:11:50 AM

Subject: KKOB Friday Transcript

Hello Everyone,

Flashdance’s song Maniac and the S & P 500 are not words usually used in the same sentence. The “steel

town girl on a Saturday night” wasnottikety thinking of earnmingsseason when the water fell on her.

Had she known, however, that 35-years later the MANIAC stocks of Microsoft, Apple, Netflix, Intel,
Amazon, & Cisco were keeping the market from showing negative returns for the year (as it is, the markets
are flat YTD), perhaps she would have spent less time dancing and more time planning for her

retirement. Just saying.

| hope you find this week’s missive helpful in seeing that things are not always as they appear on Wall
Street.

Signed, Your Dancing-Like-He’s-Never-Danced-Before Financial Advisor,

Greg

KKOB 05.25.2018 MAANIAC Is Moving The Stock Market

Bob: So, Greg, the markets have been range-bound since the beginning
of the year. Lots of ups and downs, but not a whole lot of movement in
either direction.

Greg: You're right, but when we say the word “markets” people tend to
think that all stocks are generally moving in the same direction. But, this
isn’t the case. As of last week, consumer staple stocks were down
almost 13% for the year. This is kind of odd considering consumer
staples (think toothpaste, laundry detergent, toilet paper) are considered
steady-eddy stocks. The real estate and telecommunications sectors
were each down 4%. Another conservative sector, utilities, were down
almost 4% as well.

So, what sector is advancing this year? The answer is, IT, Information
Tech. And, when you dig a little deeper, you’ll find that only six stocks

have accounted for over 80% of all the S & P 500’s rather small 1% gain
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have accounted for over 80% of all the S & P 500’s rather small 1% gain
this year. And those six stocks are Amazon, Apple, Microsoft, Netflix,
Intel, and Cisco. If you rearrange the first letters, you can spell

maniac. Microsoft, Amazon, Netflix, Intel, Apple, Cisco. MANIAC.

Bob: So, if you didn’t own those six stocks, the chances are you are
down for the year, even though the market looks like it is treading water.

Greg: Right. And, the irony is, if you invested in the safe havens of
toothpaste, toilet paper, telephones, and electricity, you are off to a
rough start. But, there is a bigger story here. We’ve been seeing this
phenomenon for over a year now. We’ve had a very narrow band of
stocks supporting the whole market. We’ve talked about this before on
your show--- and the term we use is “breadth”. What you want in a
healthy bull market is dozens, if not hundreds, of stocks all moving up
together. Breadth. When you have only six MANIAC stocks accounting
for 80% of the market’s strength, that’s not exactly encouraging.

In fact, a few months ago you made a joke and said the market had bad
breadth.

Bob: | remember that. And, it was kind of funny. Still, | see what you
are saying, and what you talked about several months ago is playing out
now. Six can’t pull the load--- which is why the market seems range
bound.

So, what does this do to the adage of diversify, diversify, diversify?

Greg: That is a great question and one that a lot of people in the
industry are asking now. For example, earlier this month, Harvard
University’s Endowment Fund reported 72% of its stock holdings are in
just three stocks. Three! Apple, Google, and Microsoft. Now, Harvard
has a lot of money in funds outside its Endowment Fund, but it’s pretty
clear these guys have abandoned the notion of diversifying.

The Swiss National Bank did the same thing last year, piling billions into
Facebook, Apple, Amazon, Neftflix, and Google. They managed to goose
the market, but they did it by concentrating in just a few stocks. The
Swiss National Bank benefitted, but the diversifiers did not.

Bob: But, you're not telling our audience to invest like these mega-
players, are you? | mean, what if only one of the “chosen few” stocks
gets clobbered...like, let’s say Netflix...then what?



Greg: You're right; I’'m not telling your listeners to do that. What | am
saying that the old rules of diversifying by using the standard mix of the
bond fund, the high-yield fund, the small, mid, and large cap fund, along
with an international fund or two isn’t working anymore. Pension funds
are learning this the hard way. And, narrow breadth is the reason many
investors are scratching their heads wondering why their returns aren’t
matching the rah-rah narrative Wall Street pushes.

Bob: Yeah, you’d have to be a MANIAC to believe all that.

Greg: And, on that note, have a great weekend everyone. We'll talk
again on Monday...oh, wait, no we won’t. Monday is Memorial Day. Ill
talk to you in a week.

Bob: Have a great long weekend. How do people reach you?
Greg: My number is 508-5550, 508 triple 5 zero.

Bob: For those of you who want transcripts of what Greg and | talk
about each week, just email him at gregradiotranscripts@gmail.com.

By accepting this material, you acknowledge, understand and accept the following:
This material has been prepared at your request by Zanetti Financial, LLC This
material is subject to change without notice. This document is for information and
illustrative purposes only. It is not, and should not, be regarded as “investment
advice” or as a “recommendation” regarding a course of action, including without
limitation as those terms are used in any applicable law or regulation. This
information is provided with the understanding that with respect to the material
provided herein (i) Zanetti Financial, LLC is not acting in a fiduciary or advisory
capacity under any contract with you, or any applicable law or regulation, (ii) that
you will make your own independent decision with respect to any course of action
in connection herewith, as to whether such course of action is appropriate or
proper based on your own judgment and your specific circumstances and
objectives, (iii) that you are capable of understanding and assessing the merits of a
course of action and evaluating investment risks independently, and (iv) to the
extent you are acting with respect to an ERISA plan, you are deemed to represent
to Zanetti Financial, LLC that you qualify and shall be treated as an independent
fiduciary for purposes of applicable regulation. Zanetti Financial, LLC does not
purport to and does not, in any fashion, provide tax, accounting, actuarial,
recordkeeping, legal, broker/dealer or any related services. You should consult your
advisors with respect to these areas and the material presented herein. You may
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not rely on the material contained herein. Zanetti Financial, LLC shall not have any
liability for any damages of any kind whatsoever relating to this material. No part of
this document may be reproduced in any manner, in whole or in part, without the
written permission of Zanetti Financial, LLC except for your internal use. This
material is being provided to you at no cost and any fees paid by you to Zanetti
Financial, LLC are solely for the provision of investment management services
pursuant to a written agreement. All of the foregoing statements apply regardless
of (i) whether you now currently or may in the future become a client of Zanetti
Financial, LLC and (ii) the terms contained in any applicable investment
management agreement or similar contract between you and Zanetti Financial,
LLC.
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