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Results are sensitive to the 
definitions of “value” and “growth” 
used
Understand this before drawing any conclusions
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Definitions used herein

• Dec 1974 - present
• S&P 500 value and growth indices

• So . . . large cap growth

• Essentially this places 50% of the market into value, and the other 50% into growth

• Prior to Dec 1974
• Kenneth R. French Dartmouth University Data Library

• Value  =  30% of the entire market that has the lowest Price-to-Book ratio (most valuey)

• Growth  =  30% of the entire market that has the highest Price-to-Book ratio (most growthy)

• These definitions are somewhat equivalent to
• All-cap deep value

• All-cap deep growth
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Why do we believe that a “value 
risk premium” exists?
What is the origin or basis for this belief?
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1939.7 1944.6 1949.6 1954.5 1959.5 1964.5 1969.4 1974.4 1979.3 1984.3 1989.3

16.1%  Large cap value

9.9%  Large cap growth

49.6 years



For internal use only, do not share with clients or prospects

1939.7 1944.6 1949.6 1954.5 1959.5 1964.5 1969.4 1974.4 1979.3 1984.3 1989.3

5.56% per annum favoring value

49.6 years
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But longer term, how have value 
and growth compared
A smaller benefit to value . . . but still pretty good
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1926.5 1936.1 1945.7 1955.2 1964.8 1974.4 1984.0 1993.6 2003.2 2012.7 2022.3

11.50%  Large 
cap value

9.72%  Large 
cap growth 1.8% benefit 

favoring value
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1926.5 1936.1 1945.7 1955.2 1964.8 1974.4 1984.0 1993.6 2003.2 2012.7 2022.3

1.61% per annum 
favoring value
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When your client asks “How long do I have 
to wait to confidently earn the value premium?”   

What do you tell them?
Is your answer truthful?

Is your answer factual?

Is your answer based on the data?
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1976.2 1980.8 1985.5 1990.1 1994.7 1999.3 2003.9 2008.5 2013.1 2017.7 2022.3

11.2%  Large cap value

11.2%  Large cap growth

46.1 years
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1976.2 1980.8 1985.5 1990.1 1994.7 1999.3 2003.9 2008.5 2013.1 2017.7 2022.3

11.2%  Large cap value

11.2%  Large cap growth

46.1 years
The honest answer, is 
that you have to tell 

them “50 years”
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Problem  - The value premium is 
not constant, nor is it dependable
Instead . . . it is powerfully episodic
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Bears
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There have always been POWERFUL bear markets for the value premium

Start of bear End of bear
Length of bear 

in years

Cumulative 

return in %

Annualized 

return in %

2/28/1927 5/31/1932 5.2 -52.9 -13.4

8/31/1932 12/31/1932 0.3 -38.2 -76.4

8/31/1933 3/31/1935 1.6 -50.0 -35.4

3/31/1937 8/31/1939 2.4 -45.8 -22.4

3/31/1989 6/30/2000 11.2 -49.0 -5.8

5/31/2007 11/30/2021 14.5 -56.8 -5.6

3.8 -49.5 -17.9Median bear

BEAR markets for the value risk premium (the return to value less growth)
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Bulls
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There have also been POWERFUL bull markets for the value premium

Start of bull End of bull
Length of bull 

in years

Cumulative 

return in %

Annualized 

return in %

5/31/1932 8/31/1932 0.2 78.2 909.3

12/31/1932 8/31/1933 0.7 94.2 170.7

3/31/1935 3/31/1937 2.0 85.5 36.2

8/31/1939 3/31/1989 49.6 1363.0 5.6

6/30/2000 5/31/2007 6.9 119.8 12.1

11/30/2021 ?

2.0 94.2 36.2

BULL markets for the value risk premium (the return to value less growth)

Median bull
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Why have we now entered a value 
bull market?
Return to the value premium bear market data
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Value premium bear markets

Start of bear End of bear
Length of bear 

in years

Cumulative 

return in %

Annualized 

return in %

2/28/1927 5/31/1932 5.2 -52.9 -13.4

8/31/1932 12/31/1932 0.3 -38.2 -76.4

8/31/1933 3/31/1935 1.6 -50.0 -35.4

3/31/1937 8/31/1939 2.4 -45.8 -22.4

3/31/1989 6/30/2000 11.2 -49.0 -5.8

5/31/2007 11/30/2021 14.5 -56.8 -5.6

3.8 -49.5 -17.9Median bear

BEAR markets for the value risk premium (the return to value less growth)
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Value premium bear markets

Start of bear End of bear
Length of bear 

in years

Cumulative 

return in %

Annualized 

return in %

2/28/1927 5/31/1932 5.2 -52.9 -13.4

8/31/1932 12/31/1932 0.3 -38.2 -76.4

8/31/1933 3/31/1935 1.6 -50.0 -35.4

3/31/1937 8/31/1939 2.4 -45.8 -22.4

3/31/1989 6/30/2000 11.2 -49.0 -5.8

5/31/2007 11/30/2021 14.5 -56.8 -5.6

3.8 -49.5 -17.9Median bear

BEAR markets for the value risk premium (the return to value less growth)

Resulted from the first 

technology wave and the 

collapse of interest rates 

and inflation
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Value premium bear markets

Start of bear End of bear
Length of bear 

in years

Cumulative 

return in %

Annualized 

return in %

2/28/1927 5/31/1932 5.2 -52.9 -13.4

8/31/1932 12/31/1932 0.3 -38.2 -76.4

8/31/1933 3/31/1935 1.6 -50.0 -35.4

3/31/1937 8/31/1939 2.4 -45.8 -22.4

3/31/1989 6/30/2000 11.2 -49.0 -5.8

5/31/2007 11/30/2021 14.5 -56.8 -5.6

3.8 -49.5 -17.9Median bear

BEAR markets for the value risk premium (the return to value less growth)

Resulted from the first 

technology wave and the 

collapse of interest rates 

and inflation

Resulted from the second 

technology wave, continued 

collapse of interest rates and 

inflation, and response to COVID
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Value premium bear markets

Start of bear End of bear
Length of bear 

in years

Cumulative 

return in %

Annualized 

return in %

2/28/1927 5/31/1932 5.2 -52.9 -13.4

8/31/1932 12/31/1932 0.3 -38.2 -76.4

8/31/1933 3/31/1935 1.6 -50.0 -35.4

3/31/1937 8/31/1939 2.4 -45.8 -22.4

3/31/1989 6/30/2000 11.2 -49.0 -5.8

5/31/2007 11/30/2021 14.5 -56.8 -5.6

3.8 -49.5 -17.9Median bear

BEAR markets for the value risk premium (the return to value less growth)

The most recent bear, was the 

longest on record, by a wide margin

Valuations are seriously stretched
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Value premium bear markets

Start of bear End of bear
Length of bear 

in years

Cumulative 

return in %

Annualized 

return in %

2/28/1927 5/31/1932 5.2 -52.9 -13.4

8/31/1932 12/31/1932 0.3 -38.2 -76.4

8/31/1933 3/31/1935 1.6 -50.0 -35.4

3/31/1937 8/31/1939 2.4 -45.8 -22.4

3/31/1989 6/30/2000 11.2 -49.0 -5.8

5/31/2007 11/30/2021 14.5 -56.8 -5.6

3.8 -49.5 -17.9Median bear

BEAR markets for the value risk premium (the return to value less growth)

The most recent bear, was the 

longest on record, by a wide margin

Valuations are seriously stretched

RECORD RECORD
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What about during a rising interest 
rate or inflation environment
How does the value premium perform then?
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During a rising interest rate 
environment
Based on data 1926-2022
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When interest rates are rising (falling) the fastest

All months spanning 

1926-2022

10% of the months 

when interest rates 

were rising the 

fastest

20% of the months 

when interest rates 

were rising the 

fastest

30% of the months 

when interest rates 

were rising the 

fastest

30% of the months 

when interest rates 

were falling the 

fastest

20% of the months 

when interest rates 

were falling the 

fastest

10% of the months 

when interest rates 

were falling the 

fastest

1.61% 1.82% 2.34% 3.35% -0.39% -3.12% -2.24%

Value risk premium (annualized return) during
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During a rising inflation 
environment
Based on data 1926-2022
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When inflation is rising (falling) the fastest

All months spanning 

1926-2022

10% of the months 

when inflation was 

rising the fastest

20% of the months 

when inflation was 

rising the fastest

30% of the months 

when inflation was 

rising the fastest

30% of the months 

when inflation was 

falling the fastest

20% of the months 

when inflation was 

falling the fastest

10% of the months 

when inflation was 

falling the fastest

1.61% 6.88% 3.33% 3.12% -0.50% -1.89% -5.00%

Value risk premium (annualized return) during
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Environments when both interest 
rates and inflation are rising
Based on data 1926-2022
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When both interest rates and inflation are rising (falling) the fastest

All months spanning 

1926-2022

10% of the months 

when both interest 

rates and inflation 

were rising the 

fastest

20% of the months 

when both interest 

rates and inflation 

were rising the 

fastest

30% of the months 

when both interest 

rates and inflation 

were rising the 

fastest

30% of the months 

when both interest 

rates and inflation 

were falling the 

fastest

20% of the months 

when both interest 

rates and inflation 

were falling the 

fastest

10% of the months 

when both interest 

rates and inflation 

were falling the 

fastest

1.61% 1.26% 5.71% 3.53% -1.72% -2.99% -4.37%

Value risk premium (annualized return) during
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A strawman for your consideration
Sell 100% of your growth stocks . . . absolutely all of them
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What should you expect to earn for moving out of growth?

Start of bull End of bull
Length of bull 

in years

Cumulative 

return in %

Annualized 

return in %

5/31/1932 8/31/1932 0.2 78.2 909.3

12/31/1932 8/31/1933 0.7 94.2 170.7

3/31/1935 3/31/1937 2.0 85.5 36.2

8/31/1939 3/31/1989 49.6 1363.0 5.6

6/30/2000 5/31/2007 6.9 119.8 12.1

11/30/2021 ?

2.0 94.2 36.2

BULL markets for the value risk premium (the return to value less growth)

Median bull

A reasonable, sensible expected 

return would be an EXTRA 94.2% 

on the stocks that you move from 

growth to value
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Sell absolutely all of your growth stocks

• There has never been a better time

• You have on your side
• The end of the most extreme bull market for growth that ever existed

• Seriously stretched valuations (growth vs value)

• Rising interest rates

• Rising inflation

• Interest rates that are likely to rise for multiple decades

• And what should you expect to earn for this move . . . ?
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Last consideration . . . Zombies

• Thirteen years of extreme interest rate suppression has bread a hoard of zombies . . . the 
likes of which have not been seen before

• Zombie mitigation is required

• Easy to do . . . just don’t use an index fund . . . or some other form of passive exposure
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For more information contact

Jeff Megar, CFA

Email  jeff.megar@julexcapital.com

Office  781-772-1378

Liam Flaherty

Email  liam.flaherty@julexcapital.com

Office  781-489-5398
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History of bull and bear markets
Friday

May 13th

11:00 a.m. EASTERN
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Important Disclosures

All data and statistics were provided by Global Financial Data, Inc.  and the Kenneth R. French Data Library from Dartmouth University(unless otherwise indicated in the exhibit)

This information in this presentation is for the purpose of information exchange. This is not a solicitation or offer to buy or sell any security. You must do your own due diligence 
and consult a professional investment advisor before making any investment decisions. The use of a proprietary technique, model or algorithm does not guarantee any specific 
or profitable results. Past performance is not indicative of future returns. The performance data presented are gross returns, unless otherwise noted. 

The risk of loss in trading securities can be substantial. You should therefore carefully consider whether such trading is suitable for you in light of your financial condition. All 
information posted is believed to come from reliable sources. We do not warrant the accuracy or completeness of information made available and therefore will not be liable 
for any losses incurred.

Some part of the investment performance shown is HYPOTHETICAL. It is based on the back tests of historical data. Hypothetical performance results have many inherent 
limitations, some of which are described below. No representation is being made that any account will or is likely to achieve profits or losses similar to those shown. In fact, 
there are frequently sharp differences between hypothetical performance results and the actual results subsequently achieved by any particular trading program.

One of the limitations of hypothetical performance results is that they are generally prepared with the benefit of hindsight. In addition, hypothetical trading does not involve 
financial risk, and no hypothetical trading record can completely account for the impact of financial risk in actual trading. For example, the ability to withstand losses or adhere 
to a particular trading program in spite of trading losses are material points which can also adversely affect actual trading results. There are numerous other factors related to 
the markets in general or to the implementation of any specific trading program which cannot be fully accounted for in the presentation of hypothetical performance results 
and all of which can adversely affect actual trading results.

The composition of a benchmark index may not reflect the manner in which a Julex portfolio is constructed in relation to expected or achieved returns, investment holdings, 
portfolio guidelines, restrictions, sectors, correlations, concentrations, volatility, or tracking error targets, all of which are subject to change over time.

No representation or warranty is made to the reasonableness of the assumptions made or that all assumptions used to construct the performance provided have been stated 
or fully considered.


