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And did you think this fool could never win

Well look at me, I'm coming back again

I got a taste of love in a simple way

And if you need to know while I'm still standing

You just fade away

Don't you know

I'm still standing better than I ever did

Looking like a true survivor, feeling like a little kid

And I'm still standing after all this time

Picking up the pieces of my life

Without you on my mind…

(From “I’m Still Standing,” by Elton John and Bernie Taupin, 1983)

We have asked the question before—whether or not it was time for value investing to come

back—and we’ve also discussed different reasons that may explain its rather lengthy unde

rperformance. As we await the final election results (which we may not know until early

December), it seems an appropriate time to revisit this question. Is now the time that

value comes back?

Let’s begin by reviewing YTD performance of growth versus value:

For definitions of indexes in the chart, please visit our glossary.

It is also important to remember that the growth index has been utterly dominated by a

small handful of mega-cap tech stocks (e.g., Facebook, Amazon, Netflix, Alphabet

[Google], Apple and Microsoft).

If we accept that the economy is slowly recovering (with uncertainty, given the “third-
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wave” spike in the number of new COVID-19 cases), and that the market is expecting an

additional massive fiscal stimulus bill (regardless of the election outcome), then it is

worth reviewing again how value stocks have historically performed relative to growth

stocks during economic recoveries:

Historically, value stocks outperformed during periods of economic recovery (e.g., after

the 2000 “tech bubble crash” and the 2008–2009 financial crisis), but we see dramatic

underperformance in this most recent period of economic recovery. Again, the dominance

of the mega-cap tech stocks in driving recent market performance cannot be overstated,

and it distorts the seemingly gaping performance dispersion between growth and value

stocks.

What about valuations? Compare the valuations of the Russell 1000 Growth Index to those

of the Russell 1000 Value Index:

By almost any metric you choose, value stocks look dramatically more attractive than

growth stocks from a fundamental valuation perspective. Remember, what you earn on an

investment over the longer term is very much dependent on how much you pay for it today.

Unless “this time it’s different” (which it almost never is), then normal market

cyclicality suggests that value is due for a comeback.

Finally, let’s revisit the economic regimes when value (historically) has done best:
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For definitions of terms in the chart, please visit our glossary.

The details of any fiscal stimulus package will be very dependent on the election

outcome. But regardless of the outcome, we do expect another round of massive fiscal

stimulus, which should give a boost to the  economic recovery, at least in the short

term. We believe that the stimulus may reset the economic recovery stage back down  to

where we point to in the chart—historically, a good time for value.

Value may be set up for what we believe is a long-overdue comeback, and many of the Wisd

omTree product strategies and model portfolios are, in our opinion, well-positioned to

capitalize on that value recovery.

Value investing may, once again, prove to be “still standing.”

Important Risks Related to this Article

References to specific securities and their issuers are for illustrative purposes only

and are not intended to be, and should not be interpreted as, recommendations to

purchase or sell such securities.

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.
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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

Growth  : Characterized by higher price levels relative to fundamentals, such as

dividends or earnings. Price levels are higher because investors are willing to pay more

due to their expectations of future improvements in these fundamentals.

Mega Cap : Market Capitalization over $100 Billion.

Fiscal Stimulus : Using fiscal policy as a tool to provide economic growth.

Tech Bubble : Market collapse between 1999-2001 that was led by technology stock.

Valuation  : Refers to metrics that relate financial statistics for equities to their

price levels to determine if certain attributes, such as earnings or dividends, are

cheap or expensive.

Russell 1000 Growth Index     : A measure of the large-cap growth segment of the U.S.

equity universe, selecting from the Russell 1000 Index.

Russell 1000 Value Index : A measure of the large-cap value segment of the U.S. equity

universe, selecting from the Russell 1000 Index.
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