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The Disclosures Section is an integral part of this presentation.

Growth of a Dollar 
S&P 500 Index, Equal Weighted vs Cap Weighed

Frequency of Outperformance 
S&P 500 Equal Weighted Index vs Cap Weighted Index, Rolling Periods(1)

Data from 12/31/1989–6/30/2023
(1) Past performance is not indicative of future results. Performance for periods of one year or less is not annualized. All returns are price 

change only and shown in U.S. dollars. 
Source: FactSet
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AVERAGE PERFORMANCE DIFFERENCE
S&P 500 Equal Weighted Minus Cap Weighted Return

Data from 6/30/1990—6/30/2023
Source: FactSet

ROLLING SIX-MONTH DIFFERENCE
S&P 500 Equal Weighted Minus Cap Weighted Return
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Given the outperformance of 
mega-cap stocks and their con-
tribution to the cap-weighted 

S&P 500 Index’s performance in the first 
half 2023, it may be surprising to learn 
that the equal-weighed S&P 500 has ac-
tually outperformed the cap-weighted in-
dex significantly over time.

The equal-weighted version of the S&P 
500 Index was launched in December 
1989, and since its inception, it has out-
performed the cap-weighted S&P 500 
Index by an annualized 100 basis points 
per year. This differential may not seem 
like much, but it results in a +36% dif-
ference in the ending portfolio values 
over the entire period. Over a short-
term period such as 12 months, the 
equal-weighted index has outperformed 
slightly more than 50% of the time, but 
the longer the time horizon, the more 
likely the index has been to outperform. 

We saw a dramatic reversal of this pat-
tern in the first half of this year, how-
ever. Over the first six months, the 
equal-weighted S&P 500 posted a re-
turn of 7.0%, or 9.9% below that of 
the cap-weighted index. This -9.9% dif-
ferential ranks in the lowest 1% of all 
6-month rolling periods since 1989 and 
was matched only in 1999-2000 and in 2020. After similar 6-month periods of 9% underperformance or more, the equal-
weighted index has posted sharply higher returns than the cap-weighted index over the following 6 and 12 months, suggesting 
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an opportunity today to consider a rebal-
ance of portfolios to more equal-weighted 
positions.

The outperformance of mega-cap stocks 
has resulted in high levels of index con-
centration in a relatively small number of 
stocks. While much of the market’s ad-
vance this year is due to the mega-caps, 
much of the decline in the market last year 
was due to mega-caps as well. At the end 
of the second quarter, the weighting of the 
10 largest stocks in both the broad Russell 
1000 Index and the growth-oriented Rus-
sell 1000 Growth Index was at or near the 
highest levels ever, reflecting their popular-
ity amongst investors.

“Popularity” doesn’t translate into “bullet-
proof”, however. 1999 and early 2000 
were marked by a high level of index con-
centration as well, and mega-cap stocks 
were among the most popular holdings of 
many investors. While those companies 
may have been viewed then as core long-
term holdings that might never need to be sold, 8 of the 10 largest stocks in the Russell 1000 Index in early 2000 have underper-
formed the S&P 500 since that time and 6 have actually declined in price over the past 23 years. It is worth noting that the equal-
weighted S&P 500 has also strongly outperformed the cap-weighted version over this period.

Where Are They Now?
10 Largest Russell 1000 Companies as of 3/31/2000(1) (prices adjusted for splits)

Weight of 10 Largest Stocks in the Russell 1000 and  
Russell 1000 Growth Indices
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Russell 1000 Growth Index
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Data from 12/31/1984–6/30/2023
Sources: FactSet, FTSE Russell

Data as of 6/30/2023
(1) Price change only. Any securities referenced should not be considered a recommendation to purchase or sell a particular security. The past performance of these securities is no guarantee of future results. 
(2) Lucent merged with Alcatel on 11/30/2006. Closing price on 11/29/2006 was $2.34.
Source: FactSet

Price as of  
3/31/2000

Price as of  
6/30/2023

% Change
3/31/2000–6/30/2023

Cisco Systems $77.31  $51.74 -33.1%

General Electric $398.92  $109.85 -72.5%

Intel $65.97  $33.44 -49.3%

Microsoft $53.13  $340.54 541.0%

Exxon Mobil $38.97  $107.25 175.2%

IBM $112.71  $133.81 18.7%

Citigroup $418.84  $46.07 -89.0%

Lucent Technologies $61.25 $2.34(2) -96.2%

AT&T $31.81  $15.95 -49.9%

Oracle $39.03  $119.09 205.1%

Russell 1000 1536.33  4,684.56 204.9%
S&P 500 1498.58  4,450.38 197.0%

S&P 500 Equal Weighted 1134.73  6,081.96 436.0%

The intent of this paper is not to suggest that investors should sell every mega-cap stock that they own today. However, we believe 
that investors should review their current portfolios carefully to ensure that they are diversified beyond only the largest, most 
popular companies. There is an excellent opportunity today to take advantage of the return potential from a more equal-weighted 
investment approach. 
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This Market Update reflects the thoughts of Renaissance as of June 30, 2023. This information has been provided by Renaissance Investment Management. All material presented 
is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. This is not to be construed as an offer to buy or sell any financial instruments 
and should not be relied upon as the sole factor in an investment making decision, nor should it be considered a recommendation. The views and opinions expressed are those 
of the Chief Investment Officer at the time of publication and are subject to change. There is no guarantee that these views will come to pass. As with all investments, there are 
associated inherent risks. Please obtain and review all financial material carefully before investing. 

P E R F O R M A N C E 
If Renaissance or benchmark performance is shown, it represents historically achieved results, and is no guarantee of future performance. Future investments may be made 
under materially different economic conditions, in different securities and using different investment strategies and these differences may have a significant effect on the results 
portrayed. Each of these material market or economic conditions may or may not be repeated. Therefore, there may be sharp differences between the benchmark or Renaissance 
performance shown and the actual performance results achieved by any particular client. Benchmark results are shown for comparison purposes only. The benchmark presented 
represents unmanaged portfolios whose characteristics differ from the composite portfolios; however, they tend to represent the investment environment existing during the time 
periods shown. The benchmark cannot be invested in directly. The returns of the benchmark do not include any transaction costs, management fees or other costs. The holdings 
of the client portfolios in our composites may differ significantly from the securities that comprise the benchmark shown. The benchmark has been selected to represent what 
Renaissance believes is an appropriate benchmark with which to compare the composite performance. 

The value of an investment may fall as well as rise. Please note that different types of investments involve varying degrees of risk and there can be no assurance that any specific 
investment will either be appropriate or profitable for a client or prospective client’s investment portfolio. Investor principal is not guaranteed and investors may not receive the 
full amount of their investment at the time of sale if asset values have fallen. No assurance can be given that an investor will not lose invested capital. Consultants supplied with 
these performance results are advised to use this data in accordance with SEC guidelines. The actual performance achieved by a client portfolio may be affected by a variety of 
factors, including the initial balance of the account, the timing and amount of any additions to or withdrawals from the portfolio, changes made to the account to reflect the 
specific investment needs or preferences of the client, durations and timing of participation as a RIM client, and a client portfolio’s risk tolerance, investment objectives, and 
investment time horizon. All investments carry a certain degree of risk, including the loss of principal and are not guaranteed by the U.S. government.

R E F E R E N C E D  I N D I C E S
(Indices are unmanaged and are not available for direct investment.)
Russell 1000 Growth Index— The Russell 1000® Growth Index is a market capitalization weighted index that measures the performance of those Russell 1000® companies with 
higher price-to-book ratios and higher forecasted growth values.

Russell 1000 Index— The Russell 1000® Index is a market capitalization-weighted index of the approximately 1,000 largest companies in the U.S. equity market. 

S&P 500 Index—The S&P 500 Stock Index is a market capitalization weighted index and consists of 500 stocks chosen for market size, liquidity and industry group representation.

R U S S E L L  D A T A
FTSE Russell is the source and owner of the trademarks, service marks and copyrights related to the Russell Indexes. Russell® is a trademark of FTSE Russell. This presentation may 
contain confidential information and unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited. This is a presentation of Renaissance Investment 
Management. FTSE Russell is not responsible for the formatting or configuration of this material or for any inaccuracy in Renaissance’s presentation thereof.

S & P  D A T A
S&P Dow Jones is the source and owner of the trademarks, service marks and copyrights related to the S&P Indexes. S&P® is a trademark of S&P Dow Jones. This presentation 
may contain proprietary S&P data and unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited. This is a presentation of Renaissance Investment 
Management. S&P Dow Jones is not responsible for the formatting or configuration of this material or for any inaccuracy in Renaissance’s presentation thereof. This data is to be 
used for the recipient’s internal use only.

S T O C K  R E F E R E N C E S 
Any securities referenced should not be considered a recommendation to purchase or sell a particular security. These securities represent a portion of the companies held in a 
representative account in this strategy as of the date stated and are intended for informational purposes only. Nonperformance-based criteria have been used to select the securities 
listed unless otherwise stated. The reader should not assume that investments in the securities identified or discussed were or will prove to be profitable. The past performance of 
these securities is no guarantee of future results. The specific securities identified and described may not represent all of the securities purchased, sold, or recommended for this 
strategy. To request a complete list of holdings recommendations for this strategy over the past year or a list showing the contribution of every holding to the performance of the 
representative account for the time period stated, please contact Renaissance at compliance@reninv.com. 

D I S C L O S U R E S

Renaissance Investment Management
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