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GDP Growth Appears Poised for Short-term Headwinds
In the last year various leading indicators have substantially deteriorated (falling blue lines)

2
Source: Research Affiliates, based on data from using Bloomberg and ISM (Institute of Supply Management) as of Dec 31, 2023. The path of cash rates is defined as a 

trailing three-year average of the 3-month US Treasury yield minus today’s three-month US Treasury yield. 2

Yield Curve Spread (10 Year vs. 3 Month):  Jan 1962 – Dec 2023

New Orders Minus Inventories: Jan 1948 – Dec 2023Purchasing Managers’ Index (PMI): Jan 1948 – Dec 2023

Path of Cash Rates (Inverted): Dec 1956 – Dec 2023
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Regional Slowdown Probabilities Have Risen Substantially 
Leading economic indicators have deteriorated globally (rising lines)
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Source: Research Affiliates, using data from Bloomberg. 

Probability of Economic Slowdown: Jan 2000 – Dec 2023
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Market Performance Concentrated Among Top Names

4
Note: Magnificent 7 consist of Apple, Microsoft, Alphabet, Amazon, Nvidia, Tesla and Meta Platforms. Average return is a simple average of all 7 securities.

Source: Research Affiliates, LLC. based on data from Factset. Performance is YTD through 12/31/2023. The SPDR S&P 500 ETF (SPY) is used to approximate market 

performance and holdings.

Others

10.0%

Meta

1.71%

Tesla

1.09%

NVIDIA

2.90%

Amazon

2.02%

Alphabet

1.87%

Microsoft

3.48%

Apple
3.24%

Top 7: 
20.0%

Others: 
80.0%

S&P 500 Weight
(12/31/2022)

Contribution to 
Return

Top 7: 
16.3%

Others: 
10.0%

The Magnificent 7 

(Apple, Microsoft, Alphabet, 

Amazon, Nvidia, Tesla and Meta) 

returned on average 111% in 2023. 

Their share of the S&P 500 grew 

from 20% to 27.9% during the year.
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How Expensive are the Magnificent 7 as of year-end 2023?
(Amazon, Apple, Google, Meta, Microsoft, Nvidia and Tesla)
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$37T

The Magnificent 7 are bigger than China or EU 

collective stock markets.  Since year end, NVIDIA’s 

market cap alone grew from $1.2Tn to $2Tn in well 

under two months.  That $800Bn growth is equal to 

3% of US GDP, meaning NVIDIA’s market value has 

risen as much in 7 weeks as the entire US economy 

will grow in real terms in a good year. 

Research Affiliates, LLC, based on data from FactSet as of 12/31/2023.  Market cap for countries represents the sum of the market caps for their constituents in the 

Solactive GBS Global Markets All Cap Index. The Magnificent 7 is composed of Amazon, Apple, Google (Alphabet), Microsoft, Meta Platforms, Nvidia and Tesla.



• This is the most concentrated the S&P 500 has been in 5 names since 1975!

• Top 5 names in 1975: AT&T, IBM, Exxon, Kodak, and General Motors.

• Magnificent 7 names: Facebook, Apple, NVIDIA, Microsoft, Amazon, Tesla, and Google.

The index data presented is simulated. The S&P 500 is represented by a simulated Market Cap top 500 index through 8/31/2000 and live data from that point using 

iShares Core S&P500 ETF. Please see important information at the end of this presentation regarding simulated data. S&P 500 Top 5 names include: Apple, Microsoft, 

Alphabet, Amazon and Nvidia. As of December 31, 2023. Source: Research Affiliates, LLC, based on Compustat.
6
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S&P 500 Top 5 Magnificent 7

The S&P 500 Is Highly Concentrated in the Top 5 Names!



The “Top Dogs” Are Constantly Changing!

Legend: New Addition Drops Next Period Flip-Flop: New Then Drops

US Europe Emerging Markets Japan & Australia

7

Ten Largest Market Capitalization Stocks in the World, at the Beginning of Each Year

1980 1990 2000 2010 2020 Q4 2023

IBM Nippon Tel and Tel Microsoft PetroChina Apple Apple

AT&T Bank of Tokyo-Mitsubishi General Electric Exxon Mobil Microsoft Microsoft

Exxon Mobil Industrial Bank of Japan Cisco Systems Microsoft Alphabet Alphabet

Standard Oil Sumitomo Mitsui Banking Intel Corporation ICBC Amazon Amazon

Schlumberger Toyota Motors Lucent Technologies Wal-Mart Meta Nvidia

Shell Fuji Bank Nokia China Construction Bank Alibaba Group Meta

Mobil Dai-Ichi Kangyo Bank Nippon Tel and Tel BHP Billiton Berkshire Hathaway Tesla

Atlantic Richfield IBM Royal Dutch Shell HSBC Tencent Berkshire Hathaway

General Electric UFJ Bank Exxon Mobil Petrobras JPMorgan Chase Eli Lilly

Eastman Kodak Exxon Mobil IBM Apple Visa TSMC

Three of 2020’s “Top Dogs” (Alibaba, JP Morgan Chase & Tencent) have already dropped off the list, and 5 (Amazon, Alibaba, JP 

Morgan Chase, Meta & Tencent) have underperformed the MSCI World Index by an average of over 14.2% in the last four years.  

2023 Top dogs as of 12/31/2023.

Source: Research Affiliates, LLC, using data from Financial Times, Wikipedia, and Gavekal Research. Rankings shown represent beginning-of-year rankings.
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Valuation Has Become Cheaper Since 2006
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HML (B/P) Value Factor Return HML Relative Valuation

Point A represents the starting point of analysis. Point B represents the discovery of the value premium by Basu. Point C represents the crash of the tech bubble.

Point D represents the Global Financial Crisis. Point E is the ending point.

Source: Research Affiliates, LLC, using CRSP and Compustat data. United States, July 1963–December 2023.



Value Is Still Remarkably Cheap Relative to Growth Based on Composite Fundamentals

9

Note: The value-to-growth discount is calculated as the ratio of the price-to-fundamentals ratio of the value portfolio to the corresponding ratio of the growth portfolio. We 

simulated the value and growth cap-weighted portfolios by defining value as the top 50% of stocks, and growth as the bottom 50% of stocks (by count of the 

corresponding number of stocks for each region) by valuation composite of P/B, P/S, P/CF and dividend yield. The starting universe consists of the largest stocks by 

market-cap: 1,000 stocks in each of the United States, Developed Markets, Europe ex UK, and Emerging Markets; 400 stocks each in Australia and Japan; and 100 

stocks in the United Kingdom. Value-to-growth discounts are based on year-end price-to-book ratio, year-end price-to-sales value ratio, year-end price-to-cash-flow ratio 

and year-end-dividend-yield relative to historical levels. Historical period for the United States is 1962–12/2023; for the Developed Markets, Europe, United Kingdom and 

Japan is 1982–12/2023; and for the EM markets is 1994–12/2023. The box plot shows the minimum and maximum values over the historical period as well as the first and 

fifth quintiles and the median.

Source: Research Affiliates, LLC, using data from CRSP/Compustat and Worldscope/Datastream.
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US Value Tilt Increases When the Market Pays a Larger Premium for Growth

10
All holdings prior to 1/31/2017 are simulated. Please see important information at the end of this presentation regarding simulated data. 

The “Relative Valuation” is the average discount across P/S, P/CF, P/Div, and P/B multiples.

Source: Research Affiliates, LLC, based on data from FactSet, CRSP/CompuStat, and WorldScope/DataStream. 



Steep Discounts Suggest Higher Subsequent Returns

11
As of 12/31/2023. Index returns represent the subsequent five-year excess return for RAFI Fundamental vs Cap. Index returns and characteristics for both RAFI 

Fundamental and cap-weighted indices are simulated prior to 1/31/2017. Please see important information at the end of this presentation regarding simulated data.

Source: Research Affiliates, LLC, based on data from CRSP/CompuStat and WorldScope/DataStream.



Value’s Returns Have Increased During Periods of High Inflation

12
As of 12/31/2023.

SOURCE: Research Affiliates using data from U.S. Bureau of Labor Statistics and Kenneth French.
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By accepting this document, you agree to keep its contents confidential. You also 

agree not to disclose the contents of this document to third parties without the prior 

written permission of Research Affiliates, LLC (“RA”), RAFI Indices, LLC (“RI”), or their 

affiliated entities.

The material contained in this document is for informational purposes only. This 

material is not intended as an offer or solicitation for the purchase or sale of any 

security or financial instrument, nor is it advice or a recommendation to enter into any 

transaction. The information contained herein may be opinions, which are subject to 

change, at any time, and should not be construed as financial or investment advice on 

any subject matter. 

Past performance is not indicative of future results. Performance of a product or 

service may change significantly over time and yield materially different results in the 

future.  Certain performance information presented represents simulated performance 

or performance based on combined simulated index data (pre-index launch) and live 

index data (post-index launch). Past simulated performance is no guarantee of future 

performance and does not represent actual performance of an investment product 

based on an index. No allowance has been made for trading costs, management fees, 

or other costs associated with asset management, as the information provided relates 

only to the index itself. Performance data includes reinvestment of all dividends and 

income. Indexes are unmanaged and cannot be invested in directly. Actual investment 

results will differ. The simulated data may have under-or over-compensated for the 

impact, if any, of certain market factors. Simulated returns may not reflect the impact 

that material economic and market factors might have had on an investor’s decision 

making. Simulated data is subject to the fact that it is designed with the benefit of 

hindsight. Simulated returns carry the risk that actual performance is not as depicted 

due to inaccurate predictive modeling. Simulated returns cannot predict how an 

investment strategy will perform in the future. Investors may experience loss of all or 

some of their investment. With the exception of the data on Research Affiliates 

Fundamental Index, all other information and data are generally based on information 

and data from third party sources.

RA, RAFI, their affiliates, agents, and each of their respective officers, directors, 

employees, agents, representatives and licensors (collectively “Research Affiliates”) do 

not make any warranties, express or implied, to anyone regarding the information 

provided herein, including, without limitation, any warranties with respect to the 

timeliness, sequence, accuracy, completeness, currentness, merchantability, quality or 

fitness for a particular purpose or any warranties as to the results to be obtained by 

any third-party in connection with the use of the information. Nothing contained in this 

material is intended to constitute legal, tax, securities or investment advice, nor an 

opinion regarding the appropriateness of any investment, nor a solicitation of any type. 

The general information contained in this material should not be acted upon without 

obtaining specific legal, tax and investment advice from a registered professional. 

Investors should be aware of the risks associated with data sources and quantitative 

processes used to create the content contained herein or the investment management 

process. Errors may exist in data acquired from third party vendors, the construction or 

coding of indices or model portfolios, and the construction of the spreadsheets, results 

or information provided. Research Affiliates takes reasonable steps to eliminate or 

mitigate errors, and to identify data and process errors so as to minimize the potential 

impact of such errors; however, Research Affiliates cannot guarantee that such errors 

will not occur. Use of this material is conditioned upon, and evidence of, the user’s full 

release of Research Affiliates from any liability or responsibility to any third party for 

any loss or damage, direct, indirect or consequential, arising from or related to (i) any 

inaccuracy or incompleteness in, errors or omissions in the provided information or (ii) 

any decision made or action taken by any third party in reliance upon this information. 

Research Affiliates shall not be liable to anyone for loss of business revenues, lost 

profits or any indirect, consequential, special or similar damages whatsoever, whether 

in contract, tort or otherwise, even if advised of the possibility of such damages.

The trademarks Fundamental Index , RAFI , Research Affiliates Equity , RAE , 

and the Research Affiliates  trademark and corporate name and all related logos are 

the exclusive intellectual property of RA and, in some cases, are registered trademarks 

in the U.S. and other countries. 

Research Affiliates, LLC

Copyright MSCI. All Rights Reserved. Without prior written permission of MSCI, this 

information and any other MSCI intellectual property may only be used for your internal 

use, may not be reproduced or redisseminated in any form and may not be used to 

create any financial instruments or products or any indices. This 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. Neither MSCI nor any third party involved in or 

related to the computing or compiling of the data makes any express or implied 

warranties, representations or guarantees concerning the MSCI index-related data, 

and in no event will MSCI or any third party have any liability for any direct, indirect, 

special, punitive, consequential or any other damages (including lost profits) relating to 

any use of this information. All MSCI returns information provided under license 

through MSCI. Any expected returns forecasted herein may be calculated by RA using 

data provided by MSCI Inc. No funds or securities relating to those expected returns 

forecasted herein are sponsored, endorsed or promoted by MSCI Inc., and MSCI 

bears no liability with respect to any such funds or securities.

RA is an investment adviser registered with the U.S. Securities and Exchange 

Commission (SEC) under the Investment Advisers Act of 1940. Our registration as an 

investment adviser does not imply a certain level of skill or training. RA does not offer 

or sell any securities, commodities or derivative instruments or products. Any such 

business may only be conducted through registered or licensed entities and individuals 

permitted to do so within the respective jurisdiction and only in conjunction with legally 

required disclosure documents and regulatory filings. RA is not a broker-dealer and 

does not effect transactions in securities.

RAFI Indices, LLC

Any applicable financial instruments referenced herein are not sponsored, promoted, 

sold or supported in any other manner by RI or Solactive AG (“Solactive”). With 

respect to any RAFI index referenced herein (the “Index”), neither RI nor Solactive 

offer any express or implicit guarantee or assurance either with regard to the results of 

using the Index and/or Index trademark referenced herein, or the Index price at any 

time or in any other respect. The Index is calculated and published by RI and 

Solactive, which use their best efforts to ensure that the Index is calculated correctly. 

Irrespective of their obligations toward any licensee, neither RI nor Solactive has any 

obligation to point out errors in the Index to third parties, including but not limited to 

licensees, investors and/or financial intermediaries of the financial instrument. Neither 

publication of the Index nor the licensing of the Index or Index trademark for the 

purpose of use in connection with the financial instrument constitutes a 

recommendation by RI or Solactive to invest capital in said financial instrument nor 

does it in any way represent an assurance or opinion of RI or Solactive with regard to 

any investment in the financial instrument.

RI does not offer or provide investment advice or offer or sell any securities, 

commodities or derivative instruments or products. Any such business may only be 

conducted through registered or licensed entities and individuals permitted to do so 

within the respective jurisdiction and only in conjunction with legally required disclosure 

documents and regulatory filings.

The RAFI and RAFI Indices, LLC corporate marks and all related logos are the 

exclusive intellectual property of RA and are used under license by RI.

Various features of the Fundamental Index  methodology, including an accounting 

data-based non-capitalization data processing system and method for creating and 

weighting an index of securities, are protected by various patents of RA. (See 

applicable US Patents, Patent Publications and protected trademarks located at 

https://www.researchaffiliates.com/legal/disclosures#patent-trademarks-and-

copyrights, which are fully incorporated herein.) Any use of these trademarks, logos, or 

patented methodologies without the prior written permission of RA is expressly 

prohibited. RA reserves the right to take any and all necessary action to preserve all of 

its rights, title, and interest in and to these marks and patents.

It is not RI’s intent to provide investment advice and accordingly, we will not receive 

any fees or other compensation directly from you for the provision of investment advice 

(as opposed to other services) in connection with any transaction, unless contracted 

for or permissioned to do so. Without an express written objection from you, we will 

deem that these acknowledgments and representations apply.

© 2024 Research Affiliates, LLC and RAFI Indices, LLC. All rights reserved. 

Duplication or dissemination prohibited without prior written permission.

Important Information
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