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Millimeters From Chaos 
 

Last Saturday, the world witnessed an event that 

could have scarred the United States in ways not 

seen since the 1960’s. The attempted assassination 

of former President Donald Trump was a heinous 

act of violence that, regardless of political 

inclination, has no place in a democracy. Thankfully, 

the attempt was unsuccessful; however, the 

country was literally one turn of the former 

President’s head away from a very different reality.  

 

Saturday’s event revealed the heightened political 

tension in the country. However, it also exposed the 

instability embedded in the equity markets. In the 

two trading days following the assassination 

attempt, the S&P 500 rose close to 1%, the Nasdaq 

Composite up 0.6%, and the Dow Jones Industrial 

up almost 2.5%. Why would the markets climb after 

an assassination attempt? You would think that 

financial markets would experience major pullbacks 

in the aftermath of such an event. If former 

President Trump would have been critically hit, it is 

highly likely that the markets would have 

plummeted. However, the market interpreted the 

failed attempt as a boost to Trump’s chances to 

win the November presidential election. In fact, his 

odds of winning jumped to 66% on Saturday, the 

highest in a year, although they have since settled 

back near the 60% range. 

 

Interestingly, the sectors that drove the markets 

higher on Monday and Tuesday were not the ones 

that we have grown accustomed to seeing in the 

traditional tech-fueled rally. In fact, growth-oriented 

sectors like Information Technology and 

Communication Services, sectors that house 

companies like Nvidia, Meta, Alphabet, and 
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Microsoft, were some of the worst performing 

sectors in the S&P 500. Instead, the sectors leading 

the charge were Industrials, Financials, Energy, and 

Materials; value-oriented sectors that would most 

likely benefit from a Trump win in November. The 

fact that these sectors constitute much larger 

weights in the Dow Jones Industrial than the 

Nasdaq Composite, coupled with their vast relative 

underperformance compared to technology-

oriented sectors, would explain why the Dow 

outperformed the Nasdaq Composite by almost 4 

to 1 over this brief period. However, the shift in the 

markets’ dynamics was not limited to sectors, it 

was also present at the market cap level.  In fact, on 

Monday and Tuesday the Russell 2000, which is 

comprised of small cap stocks with a median 

market cap of $3 billion, meaningfully outperformed 

the large cap-oriented S&P 500, with a median 

market cap of $250 billion. Small cap stocks 

jumped 5.38% in just two days, compared to large 

cap stocks which rose 0.93%, the former 

outperforming their large cap counterparts by 

4.45%. If we compare the Russell 2000 to the 

Nasdaq Composite, the outperformance gap was 

even wider, 4.8% to be exact, the widest 

discrepancy between these two indices since 2001. 

 

However, the markets quickly turned again on 

Wednesday and Thursday, retreating in a violent 

manner regardless of market cap or sector tilt. Over 

the next two days, the Dow Jones Industrial fell 

0.7%, the S&P 500 2.2%, the Russell 2000 2.9%, 

and the Nasdaq Composite 3.5%. Over the four 

days following the assassination attempt, equity 

markets swung violently in both directions, 

highlighting the powerful currents raging under their 

surface. Interestingly, as of the time of this writing, 

the traditional leaders of the US equity rally, the S&P 

500 and the Nasdaq Composite, were down for the 

week, while the laggards, namely the Dow Jones 

Industrial and the Russell 2000, were trending 

higher. The worst performing sectors in the S&P 

500 were Information Technology and 

Communication Services, while the best performing 

were Energy and Financials. This could represent 

the beginning of a shift in leadership from growth to 

value.  

 

The shifting dynamics under the surface of the 

markets could be the beginning of a rotation in 

sectors, market cap, and style. Afterall, the 

undisputed leader of the market over the past year 

and a half has been the growth-oriented large cap 

technology industry. Concentrated in just a handful 

of stocks, this group has led the market to 

concentration levels not seen in the past 50 years. 

In a recent report, J.P. Morgan highlighted that 

going into last week, the largest twenty companies 

in the S&P 500 were responsible for 75% of the 

index’s returns for the year. At the same time, the 

weight of the top 10 stocks in the index reached 

close to 40%, while their P/E ratios averaged close 

to 31x, with the P/E ratios of the remaining 490 

stocks averaging 17x. Needless to say, 

concentration risk is abnormally high.  

 

In this light, a rotation in market leadership would 

be healthy, as rotations lead to expansions of 

market breadth. Investors have been looking for a 

broadening of the rally for over a year now, 

something that has not yet materialized. However, 

at the individual stock level, we are seeing 

technology leaders like Nvidia and ASML quietly 

retreating 15% and 18% off their highs respectively, 

while small cap stocks come off their lows. If we are 

seeing the beginning of market rotation, it could 

potentially lead to the elusive broadening of the 

rally, an important piece of the puzzle needed for its 

sustained continuity.  However, keeping things in 

the proper context, this possible shift is based on 
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just one week’s worth of data. However, the 

markets and the media are jumping off their seats 

to claim the beginning of a sustained rotation. For a 

rotation and a healthy broadening of the rally to be 

sustainable, it has to be backed by revenue and 

earnings growth. According to a study from J.P. 

Morgan, small cap stocks have seen negative 

revenue growth every quarter since the first half of 

last year, coupled with negative earnings growth 

since the beginning of 2023. True, if the Fed starts 

cutting rates this year, as we believe that they will, 

this will lower the cost of capital for small cap 

companies, potentially increasing earnings and 

margin growth. However, if the economy does enter 

a recession, a scenario that we believe has a 

higher-than-expected probability of occurring, this 

could lead to lower revenue growth for many 

companies, including small caps. The timing and 

pace of Fed rate cuts, combined with the relatively 

high probability of recession, will dictate if the 

market dynamics that we have seen this week are 

truly the beginning of a rotation or the beginning of 

equity market de-risking. What is clear is that the 

room for error is narrow and volatility is increasing. 

The latter was evidenced by a jump in the CBOE 

Volatility Index, otherwise known as the VIX. This 

measure of volatility, which has stayed in a relatively 

narrow range over the past year, is starting to drift 

higher again.  

 

Given a backdrop filled with uncertainty, what could 

investors do? First and foremost, keep an eye on 

the long-term; do not let near-term swings dictate 

long-term investment policy. However, investors 

could also smartly implement more tactical 

strategies, such as protecting portfolio gains by 

taking some chips off the table or buying 

“insurance” or “shock absorbers” for their equity 

positions. This insurance can be implemented in the 

form of selling call options on appreciated positions 

or buying long dated put options on the same. 

Investors can still buy put options at relatively 

inexpensive prices. The time to buy flood or 

hurricane insurance is when the skies are still sunny 

and prices for this type of insurance are low, not 

when the hurricane is upon us. I have spent most of 

my life in the Northern part of the United States 

where snow is a yearly event. Yet it never ceases to 

amaze me how every year, most people rush to the 

store to buy rock salt to combat icy sidewalks and 

driveways only when a snowstorm is just a couple 

of days away. Personally, I like to buy mine when 

winter is just beginning, and rock-salt is still widely 

available. If the snow comes, which it does every 

year, I am ready. But if it does not, my cost of being 

prepared is relatively low, compared to the cost of 

being unprepared.  

 

As the unfortunate events of this past weekend 

revealed, we were only millimeters away from major 

chaos. The markets remain highly reactionary. 

Given the current backdrop, implementing some 

degree of equity portfolio protection could prove to 

be the prudent thing to do. 
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Important Legal Disclaimer 
 
 

Insigneo Financial Group, LLC comprises a number of operating 
businesses engaged in the offering of brokerage and advisory products 
and services in various jurisdictions, principally in Latin America. 
Brokerage products and services are offered through Insigneo 
International Financial Services, LLC, headquartered in Puerto Rico, and 
through Insigneo Securities, LLC, headquartered in Miami. Both are 
members of the Financial Industry Regulatory Authority (FINRA) and 
Securities Investors Protection Corporation (SIPC) https://www.sipc.org/. 
Investment advisory products and services are offered through Insigneo 
Advisory Services, LLC, an investment adviser registered with the 
Securities and Exchange Commission. In Uruguay, advisory services are 
offered through Insigneo International Asesores de Inversion Uruguay, 
SA, Insigneo Asesores de Inversion Latam, SRL, and Insigneo Asesores 
de Inversion de Uruguay, SRL, in Argentina through Insigneo Argentina, 
SAU, and in Chile through Insigneo Asesorias Financieras, SPA. 
Collectively, these eight operating businesses make up the Insigneo 
Financial Group. To learn more about the Broker Dealers including their 
conflicts of interest and compensation practices, please go to  
https://insigneo.com/disclosures/ or via www.finra.org.  To learn about 
Insigneo Advisory Services, LLC and any conflicts related to its advisory 
services, please see its Form ADV and brochure which can be found at 
Investment Advisor Public Disclosure website 
https://adviserinfo.sec.gov/. 
 
  
 
FOR AFFILIATES LOCATED IN CHILE 
 
Insigneo Asesorías Financieras SPA se encuentra inscrito en Chile, en 
el Registro de Prestadores de Servicios Financieros de la Comisión 
para el Mercado Financiero. Este informe fue efectuado por área de 
Research & Strategy de Insigneo Securities LLC. o sus proveedores, en 
base a la información disponible a la fecha de emisión de este. Para 
evitar cualquier conflicto de interés, Insigneo Securities LLC dispone 
que ningún integrante del equipo de Research & Strategy tenga su 
remuneración asociada directa o indirectamente con una 
recomendación o reporte específico o con el resultado de una cartera. 
 
Aunque los antecedentes sobre los cuales ha sido elaborado este 
informe fueron obtenidos de fuentes consideradas confiables, no 
podemos garantizar la completa exactitud e integridad de estos, no 
asumiendo responsabilidad alguna al respecto Insigneo Securities LLC, 
Insigneo Asesorías Financieras SPA ni ninguna de sus empresas 
relacionadas. 
 
Este material está destinado únicamente a facilitar el debate general y 
no pretende ser fuente de ninguna recomendación específica para una 
persona concreta. Por favor, consulte con su ejecutivo de cuentas o 
con su asesor financiero si alguna de las recomendaciones específicas 
que se hacen en este documento es adecuada para usted. Este 
documento no constituye una oferta o solicitud de compra o venta de 
ningún valor en ninguna jurisdicción en la que dicha oferta o solicitud 
no esté autorizada o a ninguna persona a la que sea ilegal hacer dicha 
oferta o solicitud. Las inversiones en cuentas de corretaje y de 
asesoramiento de inversiones están sujetas al riesgo de mercado, 
incluida la pérdida de capital. 
 

La información base del presente informe puede sufrir cambios, no 
teniendo Insigneo Securities LLC ni Insigneo Asesorías Financieras SPA 
la obligación de actualizar el presente informe ni de comunicar a sus 
destinatarios sobre la ocurrencia de tales cambios. Cualquier opinión, 
expresión, estimación y/o recomendación contenida en este informe 
constituyen el juicio o visión de área de Research & Strategy de 
Insigneo Securities LLC. o sus proveedores, a la fecha de su 
publicación y pueden ser modificadas sin previo aviso. 
 
  
FOR AFFILIATES LOCATED IN URUGUAY 
 
En Uruguay, los valores están siendo ofrecidos en forma privada de 
acuerdo al artículo 2 de la ley 18.627 y sus modificaciones. Los valores 
no han sido ni serán registrados ante el Banco Central del Uruguay para 
oferta pública. 
 
  
 
FOR AFFILIATES LOCATED IN ARGENTINA 
 
Insigneo Argentina S.A.U. Agente Asesor Global de Inversión se 
encuentra registrado bajo el N° 1053 de la Comisión Nacional de 
Valores (CNV) e inscripto ante la Inspección General de Justicia (IGJ) 
bajo el N° 12.278 del Libro 90, Tomo –, de Sociedades por Acciones. 
Este informe fue efectuado por área de Research & Strategy de 
Insigneo Securities LLC. o sus proveedores, en base a la información 
disponible a la fecha de su emisión. Para evitar cualquier conflicto de 
interés, Insigneo Securities LLC dispone que ningún integrante del 
equipo de Research & Strategy tenga su remuneración asociada 
directa o indirectamente con una recomendación o reporte específico 
o con el resultado de una cartera. Aunque los antecedentes sobre los 
cuales ha sido elaborado este informe fueron obtenidos de fuentes 
consideradas confiables, no podemos garantizar la completa exactitud 
e integridad de estos, no asumiendo responsabilidad alguna al 
respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni ninguna 
de sus empresas relacionadas. La información base del presente 
informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la 
obligación de actualizar el presente informe ni de comunicar a sus 
destinatarios sobre la ocurrencia de tales cambios. 
 
Este material está destinado únicamente a facilitar el debate general y 
no pretende ser fuente de ninguna recomendación específica para una 
persona concreta. Por favor, consulte con su ejecutivo de cuentas o 
con su asesor financiero si alguna de las recomendaciones específicas 
que se hacen en este documento es adecuada para usted. Este 
documento no constituye una oferta, recomendación o solicitud de 
compra o venta de ningún valor negociable en ninguna jurisdicción en 
la que dicha oferta o solicitud no esté autorizada o a ninguna persona 
a la que sea ilegal hacer dicha oferta o solicitud. Las inversiones en 
valores negociables están sujetas al riesgo de mercado, incluida la 
pérdida parcial o total del capital invertido. Cualquier opinión, 
expresión, estimación y/o recomendación contenida en este informe 
constituyen el juicio o visión de área de Research & Strategy de 
Insigneo Securities LLC. o sus proveedores, a la fecha de su 
publicación y pueden ser modificadas sin previo aviso. 


