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Consumer Staples Need a Weak Jobs Market

Week of June 17, 2024

Is the labor market okay? Depends on who you ask. The answer to that question should be a strong guidepost for whether
you like Consumer Staples relative to the broad market.

Believe it or not, since December 31, 1989, the sector has ever-so-slightly outperformed the S&P 500, rising at a 10.5% annual
rate to the market’s 10.4%. However, most of Staples’ relative outperformance camein three distinct windows, each of which
was characterized by job losses. Other than those periods, Consumer Staples has generally been a down-and-out sector.

The first period of notable success for Staples was from February 1990 to September 1992, an era that captured the Gulf War-
catalyzed recession, job losses and a 19.9% bear market in the summer of 1990. Despite that ugly summer at the hands of
Irag’s invasion of Kuwait, the overall window of time was still a good one for stocks: the S&P 500 was up a cumulative 37.1%.
But the place to be in the early 1990s was not the broad S&P but Consumer Staples, which posted an 89.8% return. The sector
was prompted higher by the unemployment rate marching from 5.2% to 7.8% in summer 1992.

After the job losses reached their end, so went Staples’ favorable fortune. The sector horribly underperformed for the rest of
the 1990s, owing to that decade’s boom in “TMT”—Tech, Media and Telecom.

Staples’ next big outperformance window came amid that bubble’s implosion. From March 2000 to August 2002, the S&P 500
experienced a cumulative 37.9% loss, driven by Tech, which lost three-quarters of its value. Job losses were thematic; the
unemployment rate was as low as 3.8% a few weeks after the bubble peak but rose to 5.8% by summer 2002 (the cycle peak
came a few quarters later, at 6.3%). In sharp contrast to the market’s general ugliness in the dot-com bear, Consumer Staples’
cumulative performance amounted to 34.5%. Impressive over any short window, let alone during a bloodletting.

Other than those two experiences, there is only one other “bright spot,” if we can call it that, for Consumer Staples: the global
financial crisis. After failing to materially participate in the 2002-2007 bull run, the sector caught some new life in summer
2007, courtesy of its low beta status.

From June 2007 through February 2009, the S&P 500’s total return was -49.2%. Though things were ugly in Staples, too, it
was not nearly as bad: -20.9%. Logically, Staples’ relative performance tracked the labor market. The jobless tally had been
as low as 4.4% in spring 2007, but it shocked up to 8.3% by the time the stock market decided to carve out a bottom in early
2009. The cycle high for unemployment came in October 2009, at 10%.

It has been more than 15 years since the crescendo of the global financial crisis’ stock market lows. To summarize the
performance of Consumer Staples since then, let’s go with “not good.” Truth be told, 12.5% per year for a generation is pretty
darnsolid, but not if you putitin context: S&P 500 trackers posted 16% cumulative gains. Three percentage points of negative
annual alpha for a decade and a half? Yikes.

2024 hasn’t been kind to the sector either, despite unemployment’s uptick. Thus far, the S&P’s total return is 14.4%, and
Staples has only tacked on 8.4%. The unemployment rate reached a cycle-best 3.4% in January 2023 and just touched 4.0%.
Thus far, Staples stocks haven’t seemed to notice the slow deterioration. But if the jobs market gets weaker from here, maybe
soon they will.

For more information, contact your WisdomTree representative or visit WisdomTree.com/investments.



Glossary

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.

Investors should carefully consider the investment objectives, risks, charges and expenses of the Fund before
investing. For a prospectus or, if available, the summary prospectus containing this and other important
information about the Fund, call 866.909.9473 or visit WisdomTree.com/investments. Read the prospectus or, if

available, the summary prospectus carefully before investing.

Past performance does not guarantee future results.
Important Risk Information:

There arerisks associated with investing, including the possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country and/or sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Emerging markets, real estate, currency, fixed income and alternative
investments include additional risks. Please see the prospectus for a discussion of risks.

This material contains the opinions of the authors, which are subject to change, and should not 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.
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