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GROWTH STOCKS: PRINCE’S 1999
“PARTY” OR “2000 ZERO ZERO,
PARTY OVER”?
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12/16/2019

when the song came on the radio, everyone-and I mean everyone—would muse about that
distant year.

“What will 1ife be 1ike?” you asked as Prince implored you to party like it’s 1999.

Unlike the previous generation’s “In the Year 2525,” released by zager & Evans in 1969
to a world receptive to the prospect of a techno-dystopian future, Prince’s 1982 hit
“1999” tapped the opposite emotion: the future was going to be awesome.

For most people around the end of the millennium, he was right.

The actual year 1999 was euphoric. September 11th was still two years off-and
unthinkable. European communism was dead. Elections involved a snooze-worthy cast of
centrists by today’s standards; witness Bill Clinton versus Bob Dole for president in
1996. The internet would crush authoritarians, or so we thought..and holders of dot.com
stocks were going to keep getting rich.

The bull market in stocks? Relentless.

The S&P 500 closed out the prior decade, itself one of handsome stock market gains, at
353.40. The end of Prince’s party year blew that away: 1,469.25.

Growth stocks were up even more.

Figure 1 shows the rolling 10-year performance of the stock market’s lowest price-to-ear
nings (P/E) value stocks against the highest P/E growth stocks. In the decade leading up
to February 2000, the most expensive stocks beat the cheapest by 2.7% a year.

Figure 1: 10-Year Rolling Annualized outperformance, Low P/E Stocks vs. High P/E
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Source: Kenneth French Data Library, for the period 7/31/1951-10/31/2019. Lowest 20% of stocks by P/E minus highest 20% of

stocks. Past performance is not indicative of future results. You cannet invest directly in an index.

You know the chorus, but remember, too, the “The Artist Formerly Known as Prince’s”
prophecy inside the song:

‘Cuz they say..

2000 zero zero, party over
Oops, out of time

we’re runnin’ outta time

The trapdoor under tech and telecom stocks at the beginning of the century 1is etched
into my brain. From the S&P 500 Growth Index’s bubble high on March 27, 2000 to its July
23, 2002 Tow, the index lost more than 56% while its value counterpart was down “only”
34%. It’s hard enough to come back from the Tatter, Tet alone the former.

Figure 2 shows the tug-of-war between high P/E and low P/E stocks by decade. Vvalue for
the 2020s?

Figure 2: Annualized Return, High P/E vs. Low P/E Stocks

20% of Stock 20% of Stock
Era Market With Market With S&P 500 Winner

Highest P/E Lowest P/E

1950s 15.8% 27.0% 18.3% | Low P/E
1940s 6.8% 15.0% 7.8% | LowP/E
1970s 24% 12.0% 59% | LowP/E
1980s 12.3% 19.1% 17.5% | Low P/E
1990s 18.7% 17.2% 18.2% | High P/E
2000s -2.5% 9.4% -1.0% | Low P/E
2010s 13.9% 11.6% 13.0% | High P/E
2020s ? ? ? ?

Total 2.3% 15.6% 11.0% | LowP/E

Source: Kenneth French Data Library, 6/30/1951-10/31/2019. 1950s
commences with the beginning of data (6/30/51); 2010s end as of the latest
data (10/31/19).

It’s hysterical: you found solid advice by putting the needle on Prince’s record in
1982, owning stocks until 1999, then selling in “2000 zero zero.”

Investment genius, Prince?

Look at the market’s action ever since Tleadership switched from growth to value on
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August 27. Notice the inability of so-called low volatility and momentum to keep up with
the broad market (figure 4).

Figure 3: Factor Performance, Late 2019 (Since August 27, 2019)
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Sources: WisdomTres, Bloomberg. Performance for the period 8/27/2019-12/5/2019. Past performance is not indicative of
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future results. You cannot invest directly in an index.

Though there’s no societal euphoria today, growth stocks have crushed value over the
Tast half generation by an order of magnitude only witnessed during the party years.

Since Tate August, rising rates have been the key reason for the flood into Financials,
which heavily populate value indexes. What will lead the stock market if interest rates
keep running, if central banks actually put up rates?

value may continue to be that Tleader, to paraphrase another Prince song, “when
(monetary) doves cry.”

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is 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. 1dinvestors 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 1investments 1in 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 1its
affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal 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 dinstruments 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 1indication 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 1its 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 Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss 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.

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF


https://wisdomtree.com/~/link.aspx?_id=629EA1A21F5646E3B6A5AD58E8AAAB5C&_z=z
https://wisdomtree.com/#externalLinkModal

	GROWTH STOCKS: PRINCE’S 1999 “PARTY” OR “2000 ZERO ZERO, PARTY OVER”?

