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Disclosures

The views of Mayur Thaker, CFA are not necessarily the views of Zacks Investment Research. Past 
performance is no guarantee of future results. Inherent in any investment is the potential for loss. This 
material is being provided for informational purposes only and nothing herein constitutes investment, 
legal, accounting or tax advice, or a recommendation to buy, sell or hold a security. No recommendation or 
advice is being given as to whether any investment is suitable for a particular investor. It should not be 
assumed that any investments in securities, companies, sectors or markets identified and described were or 
will be profitable. All information is current as of the date herein and is subject to change without notice. Any 
views or opinions expressed may not reflect those of the firm as a whole. Zacks Investment Research is not a 
licensed securities dealer, broker or US investment adviser or investment bank. The S&P 500 is an unmanaged 
index.
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2023 was primarily a reversal year for the SPX after it suffered an -
18% drop in 2022 when recession became the consensus.

The anticipated recession never took hold after the Fed and Treasury 
quashed the regional bank crisis in March and continued moderation 
of the rate of inflation eased Treasury yields. This ignited a furious 
rally in high-duration equities, which were the ones who fell the 
hardest in 2022.
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Performance Attribution:
EPS Growth vs P/E Multiple Expansion
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Earnings Growth in 2023



P/E Multiple Expansion
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ZECPE delivered better earnings growth, but the SPX enjoyed 
significantly higher p/e multiple expansion throughout 2023.
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Possible explanations:

- AI excitement, especially Nvidia

- Rising expectations of a soft landing—primarily benefits high-beta, 
high duration risk assets

- Extreme concentration in the SPX: top 7 market cap companies now 
dominate 30% of the index, an all-time high
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Top Performers 2023
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Bottom Performers 2023
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The ZECP portfolios are optimized for quality as per the Big Four 
Metrics for Quality:

Growth in earnings per share
Linearity in earnings per share
ROIC for strong capital allocation and reinvestment
Free cash flow conversion for high quality earnings

1/12/24 Source: Zacks Professional Services, www.zackspro.com 13



Over time, we expect the ZECPE family of portfolios to outperform 
their benchmarks on both a risk-adjusted and absolute basis.

This is because our companies are recession-resistant, high quality, 
durable businesses with exceptional track records of high ROIC 
capital allocation.

So long as our companies continue to execute on the Big Four Metrics 
of Quality, our strategy will outperform over a complete market cycle.
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Growth & Linearity
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Return on Invested Capital
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Free Cash Flow
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2-year Total Returns: 2022 + 2023
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Looking at a “complete” market cycle from 12/2021 through 12/2023, 
ZECPE showed similar returns with significantly less risk.
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Long-Term Performance*
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* Period prior to 12/31/2012 is backtested returns on a static portfolio; returns 
post-2012 are actual.
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My Ideal Capital Allocation for 2024

• 1 Year Treasuries which currently pay 5%!
– Can also buy a money market mutual fund, but be sure to select only those who hold *only* Treasuries and/or deposit funds directly 

with the Federal Reserve, i.e. Vanguard Treasury Money Market Fund (VUSXX) or the Fidelity Treasury Money Market Fund (FZFXX)
• Zacks Earnings Certain Portfolio

– Focus especially on the companies with:
§ Lowest beta
§ Dividend growth and/or share buybacks
§ Low Shiller P/E

Position for a low-growth environment with a combination of recession-resistant growth (ZECPE) + income (1Y Treasuries).

Just two asset classes
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Zacks Earnings Certain Businesses
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Thank You for Attending!

Mayur M Thaker, CFA
Equity Strategist
Zacks Professional Services
Support: 866.794.6065 | info@Zackspro.com
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