
Five-Year Moving Average of the US Size and Value Premiums
Annual: 1927-2008

US Value Premium

• On an annualized basis, small 
cap and value stocks have had 
more positive than negative 
five-year periods relative to 
large cap and growth stocks. 

• These periods typically offer 
stronger performance relative to 
large cap and growth.

• Small cap and value stocks are 
still subject to extended periods 
of underperformance.
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Multifactor data provided by Fama/French. SmB and HmL research factors. 

Past performance is not a guarantee of future results. Values change frequently and past performance may not be repeated. There is always the risk that an investor may lose money. Securities 
of small firms are often less liquid than those of large companies. As a result, small company stocks may fluctuate relatively more in price. Even a long-term investment approach cannot guarantee 
a profit. Economic, political, and issuer-specific events will cause the value of securities, and the funds that own them, to rise or fall. Because the value of investments will fluctuate, there is a risk 
that investors will lose money.
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Talking Points:

The top graph compares five-year annualized performance of small cap vs. large cap US stocks from 1927 to present. The bottom graph compares five-year annualized returns for value stocks (high BtM) relative to growth stocks in the US. The blue bars denote the years in which small beat large, and value beat growth. The last bar in this graph (far right) shows the return difference for the most recent five-year period. 



Consider, for example, the first red bar in the top graph. This bar reflects the annualized performance difference between small cap and large cap from 1927 to 1931. During this five-year period, the annualized return for small cap was less than large cap, as indicated by the red bar extending below zero. The last bar in this graph (far right) shows the return difference for the most recent five-year period (2004-2008). US small cap logged a positive annualized return premium (relative to large cap), as indicated by the blue bar. The value premium graph shows that value outperformed growth in most five-year periods. 



Despite the higher frequency of small cap and value premiums, this outperformance has not been consistent, even for the longer five-year periods. Longer-term investors should also consider that the size and value risk factors may experience extended periods of underperformance.



Data provided by Fama/French. Total US Market Research Factor (total market minus one-month Treasury bills).

Past performance is not a guarantee of future results. Values change frequently and past performance may not be repeated. There is always the risk that an 
investor may lose money. Securities of small firms are often less liquid than those of large companies. As a result, small company stocks may fluctuate 
relatively more in price. Even a long-term investment approach cannot guarantee a profit. Economic, political, and issuer-specific events will cause the value 
of securities, and the funds that own them, to rise or fall. Because the value of investments will fluctuate, there is a risk that investors will lose money.
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Talking Points:

This graph compares five-year annualized performance of the US stock market vs. Treasury bills from 1927 to present. The blue bars denote the five-year periods in which stocks beat T-bills; the red bars indicate when stocks underperformed T-bills for the longer period. 

�Consider, for example, the first red bar in the graph. This reflects the annualized performance difference between US stocks and T-bills from 1927 to 1931. During this five-year period, stocks had a lower annualized return, as indicated by the red bar extending below zero. The last bar in this graph (far right) shows the return difference for the most recent five-year period. US stocks logged a positive annualized return premium (relative to T-bills), as indicated by the blue bars. The graph shows that US stocks outperformed T-bills in most five-year periods.

�Despite the higher frequency of the market premium, this outperformance has not been consistent, even for the five-year periods. Longer-term investors should consider that US stocks may experience extended periods of under-performance.




