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"TO REACH THE NEXT PEAK, INVESTORS WILL HAVE TO CROSS A VALLEY" 

▪ Since 19 February, the S&P 500 index has lost 7% of its market cap 
▪ Economic and geopolitical fears are at odds with excessive valuations 
▪ Some investors will seek to reduce their equity allocation 
▪ Others will favour defensive sectors and capital-protected structures 

 
 

 CHART OF THE WEEK: "Is the 35th bull market of the century over?" 

    

STOCK MARKET ANALYSIS  

As we have often stated, the equity markets are characterised by a structural upward trend. It is 
therefore advisable to be constantly invested, otherwise you risk missing out on a large part of the 
performance. Since 1870, through dividends reinvested, the main index of American shares has delivered 
a positive trend performance of 9.3% a year. In real terms, i.e. adjusted for increases in the cost of living, 
the annual return is 7.0% (see Fig. 2). Those who appreciate concrete examples will recall that over the 
last 35 years, by missing only the 25 best trading days, i.e. fewer than one day a year except the best, 
an investor could have completely wiped out his performance (see Fig. 3). 
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Fig. 2 - Long-term equity performance Fig. 3 - Annual performance without the best days 
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Investing for the long term, without trying to time the market, means having the guarantee (or almost 
the guarantee) that the performance of the investment will be positive (see Fig. 4). The reason for this 
is simple. Investor sentiment towards equities can be positive or, conversely, negative. In some extreme 
situations, it can even be euphoric or depressed. Equity multiples fluctuate according to this sentiment, 
which has a significant impact on short-term performance. Over the long term, on the other hand, 
valuations oscillate around a flat trend: 18x earnings since 1990. They no longer really matter and only 
the fundamentals count. This means that stock market indices rise in line with companies' revenues, 
margins and cash flow (see Fig. 5). From a long-term perspective, therefore, it appears simple, effective 
and easy to get a return by investing in the stock market.  

 

Fig. 4 - Probability of losses according to duration Fig. 5 - Equity performance factors 

  

 
However, there are a few cases where patience is called for, situations where the long term becomes 
the very, very long term. In 6% of cases, when optimism has given way to euphoria and valuations have 
risen above 24x earnings, equity investors have recorded losses over 10 years (see Fig. 6). This could be 
the case today, since the multiples of the S&P 500 are at 26 times. To reach the next peak, investors 
will have to cross a valley. 
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Source: Bloomberg, Morgan Stanley, Altitude IS Source: Bloomberg, BofA, Altitude IS 
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Fig. 6 - Expected returns on shares based on their valuation 
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Some analysts argue that valuations are high in the US only because of the Magnificent 7 or the 
technology sector as a whole. This is not entirely true because, if we exclude all growth stocks, 
valuations remain very high and close to their all-time highs (see Fig. 7). The S&P 500 sub-index, which 
includes only value stocks, is trading at valuation levels that are indeed lower, but still historically high: 
22x compared with an average of 16x. 

 

Fig. 7 - Growth vs. value strategy Fig. 8 - Cyclical vs. defensive equities  
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On the other hand, it is interesting to note that while cyclical stocks have fallen by -10% since their 
November peak, defensive stocks are almost unchanged (see Fig. 8). The sector rotation theory is proving 
true! So, by favouring sectors that will undergo less correction, or may even appreciate slightly during 
the bear market phase, there is no need to reduce the equity allocation. 

 

Finally, the most sophisticated investors will be able to implement capital-protected or even capital-
guaranteed strategies. Given the high level of interest rates, it is possible be exposed to the stock 
markets while significantly limiting the capital risk in the event of a fall in equity indices. To do so, it is 
sufficient to accept the risk associated with the issuer of the structure and the constraint of not 
receiving dividends. 

 

Source: Bloomberg, Altitude IS 

1-Year Return 5-Year Return 10-Year Return 

Source: Bloomberg, Altitude IS Source: Bloomberg, Altitude IS 
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Conclusion: 

After completing its 35th bull market of the century, the S&P 500 has already entered part of its correction 
phase (see Chart of the Week). Given current valuations, some might conclude that the solution is to 
stop investing in the stock markets for 10 years. Careful! That would be a mistake. Actually, it is best to 
adopt a defensive strategy or a capital-protected structure until the bear market takes hold and 
valuations come down. 
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RETURN ON FINANCIAL ASSETS 

  

Markets Performances

(local currencies)
Last Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2025

Year-to-Date (%)
2024 (%) 2023 (%)

Equities
World (MSCI) 852.1            41.53 -1.2% -1.8% 1.5% 18.0% 22.8%
USA (S&P 500) 5 770            36.83 -3.1% -4.1% -1.7% 25.0% 26.3%
USA (Dow Jones) 42 802          40.45 -2.3% -3.2% 0.9% 15.0% 16.2%
USA (Nasdaq) 18 196          34.58 -3.4% -6.7% -5.7% 29.6% 44.7%
Euro Area (DJ EuroStoxx) 563.4            58.12 0.7% 3.6% 11.8% 10.2% 19.5%
UK (FTSE 100) 8 680            49.92 -1.2% 0.4% 7.0% 9.6% 7.7%
Switzerland (SMI) 13 077          63.52 0.6% 3.8% 12.7% 7.5% 7.1%
Japan (Nikkei) 37 075          34.27 -0.7% -4.8% -7.5% 21.3% 31.0%

Emerging (MSCI) 1 129            56.43 2.9% 2.0% 5.3% 8.0% 10.2%
Brasil (IBOVESPA) 125 035        50.18 1.8% 0.3% 4.0% -10.4% 22.3%
Mexico (IPC) 52 840          52.02 1.0% 0.1% 6.9% -11.0% 22.4%
India (SENSEX) 74 564          39.89 1.5% -4.5% -4.7% 9.6% 20.3%
China (CSI) 3 921            55.16 1.4% 1.3% 0.5% 18.2% -9.1%

Com. Services (MSCI World) 128.9            40.96 -0.6% -3.6% 3.3% 31.9% 38.1%
Cons. Discretionary (MSCI World) 406.8            33.26 -2.7% -5.6% -3.4% 20.7% 29.5%
Cons. Staples (MSCI World) 291.0            65.18 0.8% 4.3% 7.0% 4.7% 3.2%
Energy (MSCI World) 243.4            42.64 -2.2% -1.3% 2.1% 2.9% 6.0%
Financials (MSCI World) 189.2            45.69 -2.1% -1.1% 5.6% 25.1% 16.4%
Health Care (MSCI World) 377.2            62.30 0.8% 2.2% 8.3% 1.5% 4.1%
Industrials (MSCI World) 397.3            57.67 1.7% 1.9% 5.7% 12.8% 22.5%
Info. Tech. (MSCI World) 722.1            36.25 -3.1% -5.8% -6.0% 31.9% 51.4%
Materials (MSCI World) 328.0            57.32 2.4% 1.6% 7.5% -7.7% 12.6%
Real Estate (MSCI World) 987                51.56 -0.9% 1.0% 3.7% -0.4% 5.3%
Utilities (MSCI World) 165.0            50.06 -0.6% 1.1% 3.1% 13.0% 1.6%

Bonds (Bloomberg)
World (Aggregate) 3.68% 67.33 0.5% 1.5% 2.5% -1.7% 5.7%
USA (Sovereign) 4.21% 59.36 -0.6% 1.2% 2.1% 0.6% 4.1%
Euro Area (Sovereign) 3.02% 31.86 -2.6% -2.5% -2.1% 1.9% 7.1%
Germany (Sovereign) 2.57% 31.20 -2.8% -2.7% -2.8% 0.6% 5.6%
UK (Sovereign) 4.58% 48.74 -0.9% -0.5% 0.7% -3.0% 5.6%
Switzerland (Sovereign) 0.79% 33.31 -1.8% -2.2% -2.5% 5.4% 7.9%
Japan (Sovereign) 1.30% 26.62 -0.9% -1.2% -2.5% -2.1% 0.9%
Emerging (Sovereign) 6.79% 60.61 -0.4% 0.9% 2.6% 7.0% 11.0%

USA (IG Corp.) 5.18% 55.05 -0.9% 1.0% 1.9% 2.1% 8.5%
Euro Area (IG Corp.) 3.33% 38.04 -1.0% -1.1% -0.3% 4.7% 8.2%
Emerging (IG Corp.) 6.41% 68.38 -0.4% 1.1% 2.4% 7.0% 6.7%

USA (HY Corp.) 7.30% 56.16 -0.3% 0.3% 1.8% 8.2% 13.4%
Euro Area (HY Corp.) 5.67% 50.22 -0.6% 0.1% 1.2% 8.2% 12.1%
Emerging (HY Corp.) 8.34% 57.05 -0.3% 0.4% 2.2% 14.9% 13.1%

World (Convertibles) 449.3            44.87 -0.3% -1.0% 2.0% 9.4% 12.3%
USA (Convertibles) 597.5            36.96 -1.8% -3.3% -0.2% 10.1% 14.6%
Euro Area (Convertibles) 252.5            65.82 1.8% 4.8% 8.5% 14.7% 7.3%
Switzerland (Convertibles) 250.4            53.05 -1.5% 0.8% 4.0% -10.5% 5.8%
Japan (Convertibles) 227.2            49.72 0.2% 0.4% 0.3% 6.4% 7.6%

Hedge Funds (Bloomberg)
Hedge Funds Industry 1 622            79.08 n.a. -0.7% 0.7% 11.1% 7.8%
Macro 1 337            64.63 n.a. -2.0% -0.4% 7.4% 1.6%
Equity Long Only 2 131            60.46 n.a. -3.5% -3.6% 12.0% 15.9%
Equity Long/Short 1 700            79.09 n.a. -0.4% 1.4% 14.0% 7.7%
Event Driven 1 741            78.31 n.a. -0.1% 0.9% 8.7% 7.3%
Fundamental Equity Mkt Neutral 1 673            96.91 n.a. 0.6% 1.3% 12.4% 6.6%
Quantitative Equity Mkt Neutral 1 698            88.55 n.a. 0.1% 2.0% 9.8% 7.8%
Credit 1 624            97.86 n.a. 0.7% 1.7% 8.5% 8.1%
Credit Long/Short 1 636            100.00 n.a. 0.5% 0.5% 10.0% 11.2%
Commodity 1 775            77.82 n.a. -1.8% -0.8% 14.7% 7.3%
Commodity Trading Advisors 1 314            54.73 n.a. -3.3% -2.1% 7.9% -3.6%

Volatility
VIX 23.37            63.20 19.1% 41.3% 34.7% 39.4% -42.5%
VSTOXX 22.66            70.25 21.7% 36.1% 33.3% 25.3% -35.0%

Commodities
Commodities (CRB) 539.0            n.a. 0.0% -0.4% 0.5% 5.1% -8.0%
Gold (Troy Ounce) 2 912            n.a. 0.7% 0.1% 11.0% 27.2% 13.1%
Silver (Troy Ounce) 32.44            n.a. 2.4% 1.2% 12.3% 21.5% -0.7%
Oil (WTI, Barrel) 67.04            n.a. -3.9% -5.6% -6.5% 0.1% -10.7%
Oil (Brent, Barrel) 72.05            n.a. -1.9% -3.0% -2.8% -4.6% -4.5%

Currencies (vs USD)
USD (Dollar Index) 103.79          27.88 -2.8% -4.2% -4.3% 7.1% -2.1%
EUR 1.0842          73.02 3.4% 5.2% 4.7% -6.2% 3.1%
JPY 147.69          67.78 1.2% 2.9% 6.4% -10.3% -7.0%
GBP 1.2918          71.55 1.7% 4.4% 3.2% -1.7% 5.4%
AUD 0.6319          53.16 1.5% 0.7% 2.1% -9.2% 0.0%
CAD 1.4362          47.53 0.8% -0.3% 0.2% -7.9% 2.3%
CHF 0.8785          70.02 2.1% 3.7% 3.3% -7.3% 9.9%
CNY 7.2547          54.16 0.5% 0.7% 0.6% -2.7% -2.8%
MXN 20.278          56.85 2.0% 1.6% 2.7% -18.5% 14.9%
EM (Emerging Index) 1 756.6         63.20 0.8% 0.8% 1.7% -0.7% 4.8%
XBT 82 124          n.a. -9.1% -15.7% -12.4% 120.5% 157.0%

Source: Bloomberg, Altitude Investment Solutions Total Return by asset class (Negative \ Positive Performance)
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DISCLAIMER 

This document is issued by Altitude Investment Solutions (hereinafter “Altitude IS”). It is not intended for distribution, 
publication, or use in any jurisdiction where such distribution, publication, or use would be unlawful, nor is it aimed at any 
person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe 
to, purchase, sell or hold any security or financial instrument. It contains the opinions of Altitude IS, as at the date of issue. 
These opinions and the information herein contained do not take into account an individual’s specific circumstances, 
objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate to individual 
circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must 
make his/her own independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment 
depends on the individual circumstances of each client and may be subject to change in the future. Altitude IS does not 
provide tax advice. Therefore, you must verify the above and all other information provided in the document or otherwise 
review it with your external tax advisors. 

Investments are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her 
investment advisor and, where necessary, obtain independent professional advice in respect of risks, as well as any legal, 
regulatory, credit, tax, and accounting consequences. The information and analysis contained herein are based on sources 
considered to be reliable. However, Altitude IS does not guarantee the timeliness, accuracy, or completeness of the 
information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All 
information and opinions as well as the prices, market valuations and calculations indicated herein may change without 
notice. Past performance is no guarantee of current or future returns, and the investor may receive back less than he invested. 
The investments mentioned in this document may carry risks that are difficult to quantify and integrate into an investment 
assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, 
which are higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who 
are able to understand their nature and characteristics and to and bear their associated risks. On request, Altitude IS will be 
pleased to provide investors with more detailed information concerning risks associated with given instruments.  

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. 
These rates may fluctuate and adversely affect the value of the investment when it is realized and converted back into the 
investor’s base currency. The liquidity of an investment is subject to supply and demand. Some products may not have a 
well-established secondary market or in extreme market conditions may be difficult to value, resulting in price volatility and 
making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such 
analysts attest that all of the opinions expressed accurately reflect their personal views about any given instruments. In order 
to ensure their independence, financial analysts are expressly prohibited from owning any securities that belong to the 
research universe they cover. Altitude IS may hold positions in securities as referred to in this document for and on behalf of 
its clients and/or such securities may be included in the portfolios of investment funds as managed by Altitude IS. 

 

 

 


