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What this chart shows

This chart shows the cumulative performance of defensive equities, here 
approximated using the MSCI World Minimum Volatility Index, and of the market-
cap weighted global equity index, since the end of 2021. Defensive stocks, present 
across all industries but most readily identifiable within financials, health care, real 
estate and infrastructure typically exhibit low share price volatility, thanks to their 
“bond-like” features of stable earnings generation, low reliance on the business cycle 
and predictable growth rates. Some people call them “boring” because they have 
nothing to do with the exciting world of technologic innovation; they rarely surprise 
investors with great earning revisions; and they rarely make the front page. Since 1 
January 2022, defensive stocks have underperformed by about 8%, despite having 
outperformed by almost 9% in the sell-off in early 2022.

Why this is important

Over the long-run, one can expect defensive stocks to deliver equity-like returns with 
bond-like volatility, but over the short-term they can easily deviate from broader 
equities by a significant amount, often (but not necessarily) lagging in a strong 
rally and outperforming when markets fall. Since mid-2022, the rising interest rate 
environment has punished them for their bond-like characteristics, and the absence 
of any relation to AI (the dominating theme over the past two years) has made them 
even less attractive, leading to substantial underperformance and a significant 
relative discount against market-cap weighted equities. Now that the tides are 
turning, with rates coming down and excitement around AI dissipating, we think this 
is a very attractive part of the market that should outperform if things continue on this 
trajectory, especially should global growth slow.

The boring gets interesting
Lorenzo La Posta, CFA Portfolio Manager

Chart of the Week

Source: Momentum Global Investment Management, Bloomberg Finance L.P. Data to 30 September 2024.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
研富投資服務有限公司
9th Floor, Centre Mark II
305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest 
Investment Services Limited and/or 
Belvest related companies (collectively, 
and individually Belvest) solely to its 
clients, qualified prospective clients or 
institutional and professional investors. 
Unless stated otherwise, any opinions or 
views expressed in this communication do 
not represent those of Belvest. Opinions or 
views of any Belvest company expressed 
in this communication may differ from 
those of other departments or companies 
within Belvest, including any opinions or 
views expressed in any research issued by 
Belvest. Belvest may deal as Distributor or 
Agent, or have interests, in any financial 
product referred to in this email. Belvest 
has policies designed to negate conflicts of 
interest. Unless otherwise stated, this e-mail 
is solely for information purposes.

This message may contain confidential 
information. Any use, dissemination, 
distribution or reproduction of this 
information outside the original recipients 
of this message is strictly prohibited. If 
you receive this message by mistake, 
please notify the sender by reply email 
immediately.

Unless specifically stated, neither the 
information nor any opinion contained 
herein constitutes as an advertisement, an 
invitation, a solicitation, a recommendation 
or advise to buy or sell any products, 
services, securities, futures, options, other 
financial instruments or provide any 
investment advice or service by Belvest.

No representation or warranty is given as 
to the accuracy, likelihood of achievement 
or reasonableness of any figures, forecasts, 
prospects or return (if any) contained in the 
message. Such figures, forecasts, prospects 
or returns are by their nature subject to 
significant uncertainties and contingencies. 
The assumptions and parameters used 
by Belvest are not the only ones that 
might reasonably have been selected 
and therefor Belvest does not guarantee 
the sequence, accuracy, completeness 
or timeliness of the information provided 
herein. None of Belvest, its group members 
or any of their employees or directors shall 
be held liable, in any way, for any claims, 
mistakes, errors or otherwise arising out 
of or in connection with the content of this 
e-mail.

This e-mail and any accompanying 
attachments are not encrypted and cannot 
be guaranteed to be secure, complete or 
error-free as electronic communications 
may be intercepted, corrupted, lost, 
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore 
does not accept any liability for any 
interception, corruption, loss, destruction, 
incompleteness, viruses, errors, omissions 
or delays in relation to this electronic 
communication. If verification is required 
please request a hard-copy version. 
Electronic communication carried within 
the Belvest system may be monitored.
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