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US asset allocation – stocks outperform bonds (yes)1

US sectors – cyclicals outperform defensives (yes)2

US size – small caps outperform large caps (yes)3

US style – value outperforms growth (no)4

Regions – emerging markets outperform developed markets (no)5

Typical recovery performance trends
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US Stock-to-Bond Ratio

US stocks relative to government bond price proxy* 
since 1980

Source: Bloomberg L.P., FRED, Invesco, 05/21/20. Notes: In the left chart, the stock-to-bond price proxy* = The S&P 500 Index divided by the reciprocal of the 10-year Treasury bond 

yield, which we use for looking back at many cycles with long history. Shaded areas denote NBER-defined US recessions. In the right chart, the stock-to-bond ratio = The S&P 500 Total 

Return Index divided by the Bloomberg Barclays U.S. Treasury 7-10 Year Total Return Index, which is a more accurate measure of relative performance. An investment cannot be made in 

an index. Past performance does not guarantee future results.
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US stocks relative to government bonds since 2008
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Stocks began persistently outperforming bonds near the last four economic recessions.
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S&P 500 Cyclical/Defensive Sectors

US cyclical relative to defensive sectors since 1980

Source: Bloomberg L.P., Invesco, 05/21/20. Notes: Price indices. Cyclicals = Consumer Discretionary, Energy, Financials, Industrials, Information Technology and Materials. Defensives = 

Consumer Staples, Health Care, Telecommunication Services and Utilities. Shaded areas denote NBER-defined US recessions. An investment cannot be made in an index. Past 

performance does not guarantee future results.
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S&P 500 Cyclical/Defensive Sectors

US cyclical relative to defensive sectors since 2008

The economy-sensitive sectors of the stock market led the charge exiting the early-1980s, 1990s, 2000s and late-2000s business cycle downturns, 
whereas the defensive market segments lagged in the same timeframe.
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Russell 2000/S&P 500 Index

US small relative to large market capitalization stocks 
since 1979

Source: Bloomberg L.P., Invesco, 05/21/20. Notes: Price indices. Shaded areas denote NBER-defined US recessions. An investment cannot be made in an index. Past performance 

does not guarantee future results.
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Russell 2000/S&P 500 Index

US small relative to large market capitalization stocks 
since 2008
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In the past, equity portfolios with a small market capitalization tilt usually outperformed those with a large-cap bias for several years into the recovery 
stage of the business cycle. Said differently, company size was a play on improving economic prospects.
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Russell 3000 Value/Growth Index
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Russell 3000 Value/Growth Index

US value relative to growth stocks since 1980

Source: Bloomberg L.P., Invesco, 05/21/20. Notes: Total return indices. Shaded areas denote NBER-defined US recessions. An investment cannot be made in an index. Past 

performance does not guarantee future results.
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US value relative to growth stocks since 2008

The value style of investing was another leader coming out of the early-1980s, 1990s and 2000s recessions, but that wasn’t the case following the 
2008-2009 recession. This cycle has generally been frustrating for value investors, owing largely to a constrained financial sector.
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MSCI Emerging/Developed Market Index

Emerging relative to developed market stocks           
since 1988

Source: Bloomberg L.P., Invesco, 05/21/20. Notes: Total return indices in US dollars. Shaded areas denote NBER-defined US recessions. An investment cannot be made in an index. 

Past performance does not guarantee future results.
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MSCI Emerging/Developed Market Index

Emerging relative to developed market stocks           
since 2008

?

Emerging market stocks bottomed in the depths of the last 3 US economic recessions—the final chapter of our “recovery playbook.” In our view, the 
outlook for Chinese and EM stocks may be better than many investors believe.
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The S&P 500® Index is a capitalization-weighted index of 500 stocks intended to be a representative sample of leading companies across all industries of the US 

economy.

The Bloomberg Barclays U.S. Treasury 7-10 Year Total Return Index measures the performance of the US government bond market and includes public obligations of 

the US Treasury with a maturity of between seven and up to, but not including, ten years.

The Russell 2000® Index measures the performance of the small market capitalization segment of the US equity universe. The Russell 2000 Index is a subset of the 

Russell 3000 Index, representing approximately 10% of the total market capitalization of that index. It includes approximately 2000 of the smallest securities based on 

a combination of their market cap and current index membership.

The Russell 3000® Growth Index measures the performance of the largest 3,000 US companies. It includes those Russell 3000 companies with higher price-to-book 

ratios and higher forecasted growth values. 

The Russell 3000® Value Index measures the performance of the broad value segment of the US equity universe. It includes those Russell 3000 companies with lower 

price-to-book ratios and lower forecasted growth values.

The MSCI Emerging Markets Index is designed to measure large and mid market capitalization stocks in the emerging markets.

The MSCI Developed Markets Index is designed to measure large and mid market capitalization stocks in the developed markets.

Indexes are unmanaged and cannot be purchased directly by investors. Index performance is shown for illustrative purposes only and does not predict or depict the 

performance of any investment. Past performance does not guarantee future results.

Index definitions
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Investment risks

The value of investments and any income will fluctuate (this may partly be the 

result of exchange rate fluctuations) and investors may not get back the full 

amount invested.
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information provided is for illustrative purposes only, it should not be relied upon 

as recommendations to buy or sell securities. The opinions expressed are those of 

the author, are based upon current market conditions, may differ from those of 

other investment professionals, are subject to change without notice and are not to 
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This document contains general information only and does not take into account 
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constitute a recommendation of any investment strategy for a particular investor. 

Investors should consult a financial professional before making any investment 

decisions if they are uncertain whether an investment is suitable for them. Please 

obtain and review all financial material carefully before investing. By accepting this 

document, you consent to communicate with us in English, unless you inform us 

otherwise. Neither Invesco Ltd. nor any of its member companies guarantee the 

return of capital, distribution of income or the performance of any fund or strategy. 

This document is not an invitation to subscribe for shares in a fund nor is it to be 

construed as an offer to buy or sell any financial instruments. As with all 

investments, there are associated inherent risks. This document is by way of 

information only. 

Asset management services are provided by Invesco in accordance with 

appropriate local legislation and regulations.

Important information
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