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A:  No. Over the last 50+ years, the 
Largest 7 stocks in the S&P 500, 
cap-weighted and reselected 
quarterly, have underperformed the 
rest of the index by an annualized 
0.7%. 

 However, there have been two 
periods where the Largest 7 stocks 
outperformed by a wide margin – 
the first being the six-year run-up 
ending at the top of the internet 
bubble, and the second being the 
current run-up that began in late 
2015. The chart at right shows these 
periods shaded in darker grey.
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Welcome to the premiere edition of NDR’s Integrated Analyst, a quarterly publication showcasing the wide-
ranging capabilities of NDR’s Custom Research Solutions (CRS) group. Looking to settle a debate from your 
internal team meetings, increase the productivity of your organization, launch a new product suite, or quickly 
respond to an in-depth customer question? CRS can serve as an extension of your research team to assist 
with projects large or small. We build tailored solutions through direct engagement. This issue of Integrated 
Analyst demonstrates techniques in custom indexing as an example of what we can enable your team to 
accomplish. 

The Largest 7 outperformed over two historical periods
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Annualized Returns (Cap-Weighted, Reselected and Rebalanced Quarterly)
Largest 7: 10.3%
Rest of Index: 11.0%

Prices indexed to 100 on 1972-01-31

447%

251%

-58%

-38%

-48%

-50%
483%

181%

Source:    Ned Davis Research, Inc., S&P Dow Jones Indices

Q:  The Largest 7 stocks in the 
S&P 500 have performed very 
well over the last few years. Is 
this usually the case?

The mega-cap companies (Alphabet, Amazon, Apple, Meta, Microsoft, NVIDIA, and Tesla), known as the Magnificent Seven ("Mag 7") have 
significantly outperformed the market. This has led to recent headlines invoking the infamous "B" word, bubble. Is that true? To test this 
hypothesis, let's examine the characteristics of the market's largest stocks over time. Using NDR’s vast databases free from survivorship 
bias, we can efficiently create a custom index of U.S. mega-cap stocks dating back 50 years. For this study, rather than the "Mag 7," we 
focus on what we will refer to as the “Largest 7.”
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LARGEST 7 STOCKS
June 2000 June 2024
Microsoft
Cisco
General Electric
Intel
Exxon
Wal-Mart
Oracle

Microsoft
Apple
NVIDIA
Alphabet
Amazon
Meta
Berkshire Hathaway

Source:    Ned Davis Research, Inc., S&P Dow Jones Indices, S&P Global

A:  The characteristics of the largest stocks can change appreciably over time. In this 
case, the Largest 7 stocks today have cheaper valuations compared to the Largest 
7 in 2000. Additionally, in both absolute terms and relative to the rest of the index, 
today's Largest 7 stocks generate more operating cash flows per dollar of assets 
and have been growing sales much faster than the Largest 7 stocks back in 2000. 
This is shown by the grey bars in each of the three sections of the chart below.

Today's Largest 7 are cheaper and of higher quality vs. 2000
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The Largest 7 were more 
expensive in 2000

Q:  How different are the 
Largest 7 stocks from the 
2000 bubble compared to 
today?

The Largest 7 are 
growing stronger and 
are more efficient now 

than in 2000
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A:  Yes, in significant ways. Using quarterly reselection (chart below), the Energy sector 
has been notably absent from the Largest 7 since early 2017. Energy held a steady 
presence in the Largest 7 historically, with its largest influence in the late 1970s-early 
1980s.

 Unsurprisingly, the Technology sector has dominated the Largest 7 portfolio since 
2009, and its influence is only continuing to grow. As of June 28, 2024, Technology 
and Communications together represent 5 of the Largest 7 stocks by market cap, 
accounting for almost 27% of the total market cap of the S&P 500.

 Today’s Largest 7 stocks account for more than 30% of total S&P 500 market cap, but 
this is not an all-time high when compared to 1972’s 37.5%. In between, the market cap 
share of the Largest 7 has ebbed and flowed over time, falling to as low as the mid-

teens in the mid-1990s and mid-2010s.
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To learn more about how NDR’s Custom Research Solutions team can serve as your Integrated Analyst, saving you time, money, as well 
as the opportunity cost of maintaining your own data and tools, contact your sales representative or email CRSquestions@ndr.com to 
set up a complimentary consultation. CRS can be added on to an existing NDR subscription or purchased à la carte.

Custom indexing has a multitude of applications, as boundless as your imagination and only limited by the availability 
of data. NDR develops custom indices using a variety of measurements, including price-based (e.g., market cap), 
fundamental (e.g., dividend policy), as well as historical (e.g., cycle composite). Expand your team and the tools available 
to you by incorporating CRS into your workflow. If the possibilities are almost limitless, what custom index are you 
inspired to create?

Sector dominance has shifted over time
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S&P 500 % of Total Market Cap by Sector for the Largest 7 Stocks Quarterly Data 1972-03-30 to 2024-06-28

© Copyright 2024 NDR, Inc. Further distribution prohibited without prior permission.
All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html

For data vendor disclaimers refer to www.ndr.com/vendorinfo/

CRS202406_03

S&P 500 % of Total Market Cap by Sector for the Largest 7 Stocks Quarterly Data 1972-03-30 to 2024-06-28

19
72

-1
2-

29
19

73
-1

2-
31

19
74

-1
2-

31
19

75
-1

2-
31

19
76

-1
2-

31
19

77
-1

2-
30

19
78

-1
2-

29
19

79
-1

2-
31

19
80

-1
2-

31
19

81
-1

2-
31

19
82

-1
2-

31
19

83
-1

2-
30

19
84

-1
2-

31
19

85
-1

2-
31

19
86

-1
2-

31
19

87
-1

2-
31

19
88

-1
2-

30
19

89
-1

2-
29

19
90

-1
2-

31
19

91
-1

2-
31

19
92

-1
2-

31
19

93
-1

2-
31

19
94

-1
2-

30
19

95
-1

2-
29

19
96

-1
2-

31
19

97
-1

2-
31

19
98

-1
2-

31
19

99
-1

2-
31

20
00

-1
2-

29
20

01
-1

2-
31

20
02

-1
2-

31
20

03
-1

2-
31

20
04

-1
2-

31
20

05
-1

2-
30

20
06

-1
2-

29
20

07
-1

2-
31

20
08

-1
2-

31
20

09
-1

2-
31

20
10

-1
2-

31
20

11
-1

2-
30

20
12

-1
2-

31
20

13
-1

2-
31

20
14

-1
2-

31
20

15
-1

2-
31

20
16

-1
2-

30
20

17
-1

2-
29

20
18

-1
2-

31
20

19
-1

2-
31

20
20

-1
2-

31
20

21
-1

2-
31

20
22

-1
2-

30
20

23
-1

2-
29

0.0

2.5

5.0

7.5

10.0

12.5

15.0

17.5

20.0

22.5

25.0

27.5

30.0

32.5

35.0

37.5

40.0

42.5

0.0

2.5

5.0

7.5

10.0

12.5

15.0

17.5

20.0

22.5

25.0

27.5

30.0

32.5

35.0

37.5

40.0

42.5Energy Materials Industrials Cons Discretionary Cons Staples Health Care Financials Technology Communications Utilities Real Estate
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March 1972 Sector
% Market 

Cap

IBM Technology 10.58

AT&T Communications 5.94

General Motors
Consumer 
Discretionary 5.63

Kodak
Consumer 
Discretionary 4.39

Sears Roebuck 
& Co.

Consumer 
Discretionary 4.26

Exxon Mobil Energy 4.21

General Electric Industrials 2.74

June 2024 Sector
% Market 

Cap

Microsoft Technology 6.81

Apple Technology 6.62

NVIDIA Technology 6.23

Alphabet Communications 4.64

Amazon
Consumer 
Discretionary 4.13

Meta Communications 2.62

Berkshire 
Hathaway Financials 1.80

Q:  Has the sector leadership and 
level of concentration changed 
historically? If so, how?
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Important Information and Disclaimers
NDR (Ned Davis Research) uses the weight of the evidence and a 360-degree approach to build up to market 
insights.  When we say “evidence,” we mean processing millions of data series to fuel a historical perspective, build 
proprietary indicators and models, and calm investors in a world full of bull/bear news hype and hysteria.  We believe 
that no client is too big or too small to benefit from NDR’s insights.

The data and analysis contained in NDR’s publications are provided “as is” and without warranty of any kind, either 
expressed or implied. The information is based on data believed to be reliable, but it is not guaranteed.   NDR 
DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY 
WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.

NDR’s reports reflect opinions of our analysts as of the date of each report, and they will not necessarily be updated 
as views or information change.  All opinions expressed therein are subject to change without notice, and you should 
always obtain current information and perform due diligence before trading. NDR or its aff iliated companies or their 
respective shareholders, directors, off icers and/or employees, may have long or short positions in the securities 
discussed in NDR’s publications and may purchase or sell such securities without notice.

NDR uses and has historically used various methods to evaluate investments which may, at times, produce 
contradictory recommendations with respect to the same securities. When evaluating the results of prior NDR 
recommendations or NDR performance rankings, one should also consider that NDR may modify the methods 
it uses to evaluate investment opportunities from time to time, that model results do not impute or show 
the compounded adverse eff ect of transaction costs or management fees or reflect actual investment 
results, that other less successful recommendations made by NDR are not included with these model 
performance reports, that some model results do not reflect actual historical recommendations, and that 
investment models are necessarily constructed with the benefit of hindsight.  Unless specifically noted on 
a chart, report, or other device, all performance measures are purely hypothetical, and are the results of 
back-tested methodologies using data and analysis over time periods that pre-dated the creation of the 
analysis and do not reflect tax consequences, execution, commissions, and other trading costs. For these 
and for many other reasons, the performance of NDR’s past recommendations and model results are not a 
guarantee of future results.

Using any graph, chart, formula, model, or other device to assist in deciding which securities to trade or when to 
trade them presents many diff iculties and their eff ectiveness has significant limitations, including that prior patterns 
may not repeat themselves continuously or on any particular occasion.  In addition, market participants using such 
devices can impact the market in a way that changes the eff ectiveness of such devices. NDR believes no individual 
graph, chart, formula, model, or other device should be used as the sole basis for any investment decision and 
suggests that all market participants consider diff ering viewpoints and use a weight of the evidence approach that 
fits their investment needs. Any particular piece of content or commentary may or may not be representative of the 
NDR House View, and may not align with any of the other content or commentary that is provided in the service. 
Performance measures on any chart or report are not intended to represent the performance of an investment 
account or portfolio, as some formulas or models may have superior or inferior results over diff ering time periods 
based upon macro-economic or investment market regimes.  NDR generally provides a full history of a formula 
or model’s hypothetical performance, which often reflects an “all in” investment of the represented market or 
security during “buy”, “bullish”, or similar recommendations. This approach is not indicative of the intended usage 
of the recommendation in a client’s portfolio, and for this reason NDR does not typically display returns as would 
be commonly stated when reporting portfolio performance. Clients seeking the usage of any NDR content in a 
simulated portfolio back-test should contact their account representative to discuss testing that NDR can perform 
using the client’s specific risk tolerances, fees, and other constraints.

NDR’s reports are not intended to be the primary basis for investment decisions and are not designed to meet 
the particular investment needs of any investor.   The reports do not address the suitability of any particular 
investment for any particular investor.  The reports do not address the tax consequences of securities, investments, 
or strategies, and investors should consult their tax advisors before making investment decisions.  Investors should 
seek professional advice before making investment decisions.  The reports are not an off er or the solicitation of an 
off er to buy or to sell a security. 

Further distribution prohibited without prior permission.  Full terms of service, including copyrights, terms of use, and 
disclaimers are available at https://www.ndr.com/web/ndr/terms-of-service.  

Copyright 2024 (c) Ned Davis Research, Inc. All rights reserved.
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Founded in 1980, Ned Davis Research Group is a leading independent 

research firm with clients around the globe. With a range of products 

and services utilizing a 360° methodology, we deliver award-winning 

solutions to the world’s leading investment management companies. 

Our clients include professionals from global investment firms, 

banks, insurance companies, mutual funds, hedge funds, pension 

and endowment funds, and registered investment advisors.
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