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The S&P 500 Index has been struggling at the 3,000 level for months. After piercing that

psychological number to the upside and then stumbling in May, U.S. equities seemed

unstoppable back in the summer—in June and July—when the market was up 7.1% and 1.4%,

respectively.

 

But August and September were choppy. We are to the point where this market has done a

lot of nothing since its January 2018 peak of 2,872. At 2,926, the S&P 500 looks toppy.

 

Figure 1: S&P 500 Index

Value Stocks in Bulls and Bears

 

Since we launched our first ETFs in June 2006, the S&P 500 Growth Index  has

outperformed its Value counterpart by nearly 4 percentage points a year (+10.7% vs.

+7.0%, 06/16/06–10/4/19).

 

When did Value struggle during this time?

 

In figure 2, green and red ink denote outperformance or underperformance relative to the

S&P 500. WisdomTree’s dividend-oriented methodologies had disappointing runs in the

bullish environments.
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Figure 2: The Bull Runs

 

Please click the Funds respective tickers for standardized performance: DHS, DLN.

 

But the WisdomTree U.S. LargeCap Dividend Fund (DLN) and WisdomTree U.S. High Dividend F

und (DHS) are 5- and 4-star Morningstar rated*, respectively. So what gives?

 

 

What gives is that we had better experiences during the rough patches. Figure 3 shows

all of the S&P 500’s significant declines since we launched our ETF business 13 years

ago. I also added 2019’s two small retracements for the reader’s edification.

 

 

It seems the Russell and S&P Value methodologies couldn’t hold up when the going got

tough.

 

Figure 3: The Bear Runs
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Nothing is foolproof, and this is no secret sauce—note the 2008 and 2009 red ink, when

our Funds still underperformed the banks because they hadn’t yet slashed their

dividends.

 

But we have nearly a generation of history to go by, and the declines have been

favorable periods to be in dividend-weighting. Of the 16 declines for the S&P 500, DLN

had a better experience in 12 of them, while DHS outperformed in 11. Critically, this

happened even though Value stocks, as defined by Russell and S&P, were dying on the

vine. The red ink on the right of the exhibit attests to that.

 

So has Value been a drawdown mitigator or aggravator? It depends on how you define it.

 

 

Unless otherwise stated, data source is Bloomberg, as of 10/4/19.

 

 

 

Important Risks Related to this Article

* As of 10/11/2019 Overall ratings Morningstar Ratings are based on risk adjusted

returns and is a weighted average of its applicable 3, 5, and 10 year rating’s, out of

1,086 funds in the Large Value Category.

 

 

There are risks associated with investing, including the possible loss of principal.

Funds focusing their investments on certain sectors increase their vulnerability to any

single economic or regulatory development. This may result in greater share price

volatility. Please read each Fund’s prospectus for specific details regarding the Fund’s

risk profile.
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For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.

WisdomTree BLOG ARTICLE

WisdomTree.com   1-866-909-WISE (9473)

https://www.wisdomtree.com/investments/performance
https://wisdomtree.com/-/media/7ae44b76bd3149b4a55e58a7694530b1.ashx
https://www.wisdomtree.com/investments/blog/2019/10/14/value-stocks-drawdown-mitigators-or-aggravators


IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

S&P 500 Index : Market capitalization-weighted benchmark of 500 stocks selected by the

Standard and Poor’s Index Committee designed to represent the performance of the leading

industries in the United States economy.

Bullish : a position that benefits when asset prices rise.

Bear market : A sustained downturn in market prices, increasing the chances of negative

portfolio returns.

S&P 500 Growth Index : A market capitalization-weighted benchmark designed to measure

the growth segment of the S&P 500 Index.

Value : Characterized by lower price levels relative to fundamentals, such as earnings

or dividends. Prices are lower because investors are less certain of the performance of

these fundamentals in the future. This term is also related to the Value Factor, which

associates these stock characteristics with excess returns vs the market over tim.

Dividend : A portion of corporate profits paid out to shareholders.
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