
Over recent years, market participants have observed that the S&P 500 Index increasingly resembles a growth investment. 
This shift is primarily due to its market capitalization-weighted structure, which has amplified the influence of growth-
centric stocks, particularly the "Magnificent 7" – Microsoft (MSFT), Apple (AAPL), Nvidia (NVDA), Alphabet (GOOG), 
Amazon.com (AMZN), and Tesla (TSLA). As of April 2024, these seven stocks collectively constituted approximately 30% of 
the S&P 500 Index.1 

The daily returns of the S&P 500 and the S&P 500 Growth Index have closely mirrored each other since the 2022 market 
lows following the broad stock market decline triggered by the Federal Reserve's interest rate hikes to curb elevated 
inflation. 

Data Source: S&P Global 
An investment cannot be made in an Index. 

Past Performance is No Guarantee of Future Results. 
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Notably, the S&P 500 Growth Index and the S&P 500 Value Index are becoming less correlated with each other. The 
correlation over the past year is just 0.69 compared to a correlation of 0.85 over the previous 20 years. 

BTS cautions that if this trend continues, portfolios with core positions that track the S&P 500 Index may continue to 
become over-exposed to risks specific to growth stocks. Growth stocks, typically characterized by high valuations and 
expectations of future earnings, may be more sensitive to deteriorating economic conditions and weaker market sentiment. 
When the economic conditions deteriorate or sentiment sours, growth stocks may suffer more significant declines than 
their value counterparts. 

This over-exposure to growth stocks may pose several risks: 

1. Increased Volatility: Growth stocks may be more volatile than value stocks. In periods of market downturns or 
economic uncertainty, growth stocks reliant on leverage and debt may experience larger fluctuations and 
potential losses. 

2. Earnings Growth Dependency: Growth stocks may price in strong future earnings scenarios and may trade at 
high multiples. Any slowdown in earnings growth can lead to price corrections. 

3. Market Sentiment Dependence: Growth stocks can be reliant on optimistic market sentiment and high 
investor expectations. If market sentiment shifts or growth projections are not met, these stocks may lose value 
quickly. 

Over the past year, growth has maintained a relatively high correlation with the S&P 500, whereas value has become less 
correlated compared to the previous 20-year period. The correlation between the S&P 500 and the S&P 500 Growth Index 
was 0.94 over the last year, compared to 0.97 over the previous 20 years, remaining steady. However, the correlation 
between the S&P 500 and the S&P 500 Value Index was 0.89 over the last year, declining from 0.96 over the previous 20 
years. 

Data Source: Morningstar; Monthly Returns. 
An investment cannot be made directly in an Index. 
Past Performance is No Guarantee of Future Results. 

Last 1-Year Correlation S&P 500 vs S&P 500 Growth vs S&P 500 Value 
08/01/2023 – 07/31/2024 

 S&P 500 S&P 500 Growth S&P 500 Value

S&P 500 1.00 0.94 0.89

S&P 500 Growth 1.00 0.69

S&P 500 Value 1.00

Previous 20-Year Correlation S&P 500 vs S&P 500 Growth vs S&P 500 Value 
08/01/2003 – 07/31/2023 

 S&P 500 S&P 500 Growth S&P 500 Value

S&P 500 1.00 0.97 0.96

S&P 500 Growth 1.00 0.85

S&P 500 Value 1.00
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Investing in value stocks, on the other hand, offers several potential benefits: 

1. Lower Volatility: Value stocks, which are often characterized by lower price-to-earnings ratios and stable 
earnings, may be less volatile than growth stocks. This may lead to more stable return performance, especially 
in economic uncertainty. 

2. Income Generation: Value stocks may be more likely to pay dividends, providing steady income streams for 
investors. This may be attractive for those seeking regular income from their investments or for those looking 
to dollar cost average into more shares. Long-term dividends can play an important role in total return. 

3. Defensive Characteristics: Companies with long track records of strong fundamental performance through 
prior difficult periods are often categorized as value stocks. These stocks may provide a defensive cushion 
when markets sell off. 

Conclusion: 

While growth stocks offer the potential for higher returns, they may also come with higher risks. When investors buy 
portfolios that track the S&P 500 Index as a core position, they may believe they are purchasing a well-diversified portfolio 
that encompasses the entire U.S. stock market and that includes both growth and value investments. This, however, in our 
view has been disrupted as market participants have increasingly rewarded a small set of growth stocks with strong past 
performance and strong future earnings potentials. In turn, we believe this has left portfolios disproportionately vulnerable 
to the risks of growth mentioned above. In our view, a slowdown in the economy or lower expectations of future earnings 
growth may both result in significant declines in growth-centric stocks compared to value-oriented investments. 

An Investor may be able to balance the risks of the S&P 500’s over-exposure to growth by allocating to high quality value 
stocks. This may provide diversified returns in the event of market volatility caused by economic or earnings deterioration. 

S&P 500; S&P 500 Growth Index; S&P 500 Value Index Standard Performance 

YTD 1 Year 3 Year 5 Year 10 Year Since Inception
S&P 500 16.70% 22.15% 9.60% 15.00% 13.15% 10.50%

S&P 500 Growth Index 21.95% 26.92% 7.60% 16.30% 14.96% 11.21%
S&P 500 Value Index 10.81% 16.78% 11.01% 12.54% 10.57% 9.39%

As of 7/31/2024. Data Source: Morningstar; Monthly Returns.* 
S&P 500 Inception: 9/11/1989; S&P 500 Growth and S&P 500 Value Inception: 1/3/1994 

An investment cannot be made in an Index. 
Past Performance is No Guarantee of Future Results. 
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1https://www.investors.com/etfs-and-funds/sectors/sp500-magnificent-7-stocks-dominate-even-more-now/ 

Disclosure: 

DiversificationÊdoesÊnotÊensureÊaÊprofitÊorÊguaranteeÊagainstÊloss.Ê 

ThereÊ isÊnoÊassuranceÊthatÊtheÊportfolioÊwillÊachieveÊ itsÊ investmentÊobjective.Ê InvestorsÊcannotÊ investÊdirectlyÊ inÊanÊ
index.ÊUnmanagedÊindexÊreturnsÊdoÊnotÊreflectÊanyÊfees,ÊexpensesÊorÊsalesÊcharges. 

ThisÊmaterialÊhasÊbeenÊprovidedÊbyÊBTSÊAssetÊManagementÊandÊisÊforÊinformationalÊpurposesÊonlyÊandÊshouldÊnotÊbeÊ
construedÊ asÊ anÊ offerÊ toÊ sellÊ orÊ theÊ solicitationÊ toÊ buyÊ securitiesÊ orÊ adoptÊ anyÊ investmentÊ strategy,Ê norÊ shallÊ theÊ
commentaryÊconstituteÊinvestmentÊadvice.ÊThisÊcommentaryÊmayÊcontainÊopinionsÊandÊassumptionsÊthatÊareÊforward
-lookingÊinÊnature.ÊToÊtheÊextentÊthisÊmaterialÊconstitutesÊanÊopinionÊorÊassumption,ÊrecipientsÊshouldÊnotÊconstrueÊitÊ
asÊaÊsubstituteÊforÊtheÊexerciseÊofÊindependentÊjudgment.ÊThisÊmaterialÊhasÊbeenÊpreparedÊfromÊinformationÊbelievedÊ
toÊ beÊ reliable,Ê butÊ BTSÊ AssetÊ Management,Ê Inc.Ê makesÊ noÊ representationsÊ asÊ toÊ itsÊ accuracyÊ orÊ reliability.Ê PastÊ
performanceÊ isÊ noÊ guaranteeÊ ofÊ futureÊ results.Ê TheÊ viewsÊ andÊ opinionsÊ expressedÊ hereinÊ areÊ subjectÊ toÊ changeÊ
withoutÊnoticeÊandÊareÊtheÊauthorsÊownÊandÊnotÊnecessarilyÊthatÊofÊBTSÊAssetÊManagement,ÊInc. 
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Definitions: 

TheÊS&PÊ500ÊisÊanÊindexÊthatÊincludesÊ500ÊleadingÊcompaniesÊinÊleadingÊindustriesÊofÊtheÊU.S.ÊeconomyÊandÊisÊaÊproxyÊ
forÊtheÊtotalÊstockÊmarket.ÊÊReturnsÊshownÊareÊtotalÊreturnsÊwithÊdividendsÊreinvested. 

TheÊS&PÊ500ÊGrowthÊIndex measuresÊconstituentsÊfromÊtheÊS&PÊ500ÊthatÊareÊclassifiedÊasÊgrowthÊstocksÊbasedÊonÊ
threeÊfactors:ÊsalesÊgrowth,ÊtheÊratioÊofÊearningsÊchangeÊtoÊprice,ÊandÊmomentum. 

TheÊS&PÊ500ÊValueÊIndex measuresÊconstituentsÊfromÊtheÊS&PÊ500ÊthatÊareÊclassifiedÊasÊvalueÊstocksÊbasedÊonÊthreeÊ
factors:ÊtheÊratiosÊofÊbookÊvalue,Êearnings,ÊandÊsalesÊtoÊprice. 

CorrelationÊmeasuresÊhowÊtwoÊsecuritiesÊmoveÊinÊrelationÊtoÊoneÊanotherÊbasedÊonÊmonthlyÊreturns. 

 

*Index returns are for illustrative purposes only. Investors cannot invest directly in an index. Unmanaged index returns 
do not reflect any fees, expenses or sales charges. 

Source: Morningstar and Bloomberg (for index returns) 

BTSÊ AssetÊManagementÊ isÊ affiliatedÊ withÊ BTSÊ SecuritiesÊ Corporation,Ê memberÊ FINRA/SIPC.Ê SecuritiesÊ areÊ offeredÊ
throughÊBTSÊSecuritiesÊCorporationÊandÊotherÊFINRAÊmemberÊfirms.ÊAdvisoryÊservicesÊareÊofferedÊthroughÊBTSÊAssetÊ
Management,ÊInc. 

 

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. 
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