
 
 

4th Quarter 2024     

2024 4th Quarter in Review & Outlook 

“There are four factors that create irrational market behavior: overconfidence, biased judgments, herd mentality, and 

loss aversion.” — Burton G. Malkiel 

Cheap stocks get cheaper 

While the 3rd quarter of 2024 saw the broadening of returns into value, size, and international asset classes, the fourth 

quarter witnessed a reverse of this trend as investors returned their focus on the relatively small concentration of the 

largest growth stocks related to the Artificial Intelligence (AI) theme. Per the quotes above, this herd mentality is 

creating some unique valuation issues that we think could become problematic for market capitalization-weighted 

indexes in 2025. 

 

Although the Federal Reserve Board cut short term interest rates in December 2024, long term interest rates rose with 

the perception of stronger economic growth under the incoming Trump administration. This caused bond prices to fall 

resulting in a -3.1 percent total return for the broader U.S. bond market in the 4th quarter, above. Broader international 

classes posted near correction-like total returns, all down in excess of 8 percent for the quarter with REITs also posting a 

7.8 percent loss. U.S. asset classes eked out positive total returns led by U.S. Large Cap stocks at 2.8 percent in Q4. 

Speculative and highly volatile digital assets like Bitcoin and Ethereum are trading once again near all-time highs as the 

Trump administration has pledged support for cryptocurrencies. 

The cap-weighted S&P 500 is up more than 25 percent for the second straight year, thanks to a select few of these 

mega-cap companies. This has only occurred three times since 1930, according to VanEck. Many index-based 

alternatives to the “beta” offered by S&P 500 Index investments have also thrived this year from exposure to the same 

leading companies. These alternatives range from factor investments to dividend strategies to the tech-heavy Nasdaq 

100. 

The performance leadership of these large cap stocks has increased concentration across the market, driving their 

portfolio exposure higher and stretching valuations. The S&P 500’s torrid pace in 2024 did not reach all-time high 
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calendar year levels, but on a historical basis, its return has been among its best in nearly 100 years, according to 

VanEck. Many of the S&P 500’s strongest years have occurred in the last five years. Since 1930, the S&P 500 has posted 

a calendar year return of greater than 25 percent twenty-five times, three of those occurring in 2019, 2021 and 2023. 

The list also includes 1995, 1997 and 1998, preceding the dot-com bubble. 

Market concentrations at decades high 

The drivers of impressive 2024 index returns have been concentrated in a select few companies and have made some of 

the world’s largest companies even larger. Most investors may not appreciate that these companies have grown to 

account for an increasing portion of headline market indexes. For example, the largest U.S. companies haven’t 

represented this much of the MSCI All Country World Index since the 1970s, according to VanEck. 

Weight of Largest US Companies in MSCI ACWI (1973 – 2024) 

 

As these mega-cap companies grow bigger, their corresponding exposure increases in S&P 500 Index funds, as well as 

many other U.S. equity funds that provide similar exposures. This means that these companies will also naturally 

represent a more significant portion of investor portfolios. 

Valuations become problematic 

Based on a composite of intrinsic valuations of the more than 700 stocks that trade on US exchanges covered by 

Morningstar, as of Jan. 6, 2025, the US equity market was trading at a price/fair value estimate of 1.04. This represents a 

4 percent premium to Morningstar’s fair value estimates. This might not sound like much, but, since the end of 2010, the 

market has traded at this much of a premium or more less than 10 percent of the time, according to Morningstar. 

http://www.scadvisors.net/
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As of Jan. 6, growth stocks were trading at a 24 

percent premium to a composite of Morningstar’s 

stock coverage. Since 2010, growth stocks have 

only traded at this much of a premium or more 

less than 10 percent of the time, according to 

Morningstar. The most recent example occurred in 

early 2021—right before the disruptive technology 

bubble popped.  

Core stocks are trading at only a 3 percent 

premium, whereas value stocks remain attractively 

priced at an 8 percent discount to Morningstar 

valuations. While we think it is important to 

maintain some exposure to growth stocks in 

portfolios, we have been trimming higher portfolio 

concentrations to what we believe are expensive 

stocks and reallocating our Core Equity to 

companies with better valuations and, thus, higher margins of safety. We have also been increasing our mid- and small-

cap exposure via factor-based ETFs. 

Core Equity valuations versus the market 

Our Core & Factor approach to equity investing is one that considers and prioritizes risk over return. We do this by 

thoroughly evaluating the potential downsides of an investment with Core Equity before considering potential gains, 

focusing on companies with sustainable competitive advantages, broad diversification, prioritizing reasonable 

valuations, and strong financial positions. We think a risk first approach is particularly important for clients in the 

distribution phase of their lives and have portfolio spending liabilities during retirement. Our approach is evident when 

comparing our Core Equity to a broad capitalization weighted index like the S&P 500. 

Looking at our largest Core U.S. individual and ADR holdings 

collectively, we calculate the current average price/fair value 

of 0.83, meaning our core holdings are nearly 20 percent 

undervalued. While we do not prioritize dividend yield, the 

average dividend yield of our top core holdings is 2.44 

percent.  

When we analyze the top 50 holdings of the S&P 500 index, 

we find the top 50 represent about 60 percent of the holdings 

of the entire index. Thus, the index has become markedly less 

diversified as the largest holdings have grown to dominate the portfolio over time. We calculate the average price/fair 

value of these top 50 holdings to be 1.14 or collectively 14 percent overvalued. The current dividend yield of the S&P 

500 is 1.21 percent, half of our Core Equity. We think this bodes well for downside protection in a market downturn. 

 

. . . the index has become 
markedly less diversified as the 
largest holdings have grown to 

dominate. . . 
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The above hypothetical by Blackrock is a great example of the idea behind risk first investing. Portfolio management is 

all about the compounding experience. Would you rather have a portfolio experience over time with an average return 

of 8 percent and a standard deviation of 10 percent or a portfolio return of 10 percent with a standard deviation of 20 

percent? Many might pick the higher return without consideration of the variability component. 

However, the above example depicts a portfolio that under performs in up market and out performs on the downside by 

capturing only 83 percent of the upside return but also just 83 percent of the downside. The end result is the same or 

even slightly better, but with much less risk or variability. 

Going forward 

We think we are well positioned as we move into to 2025. According to Blackrock, the current economic expansion is 

about 57 months old. Going back to 1927, the average economic expansion is about 61 months, but, since the early 

1980s, the average economic expansion has lasted closer to 100 months, according to Blackrock. So, there are reasons 

to be optimistic that economic growth will continue. Also, the current bull market is about 26 months old with the 

median bull market lasting about 55 months, according to Blackrock. This outlook suggests optimism for equities. 

However, we think the stock market will have to broaden out significantly in 2025 and are positioned accordingly. 

Please let us know if you have any questions. We look forward to talking with you soon. 

—Dana L. Crosby, CFA, CFP® 
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IMPORTANT DISCLOSURES: 
 
Educational use Only. The market update published by SC Capital Advisors (“SC Capital”) is intended to be educational 
in nature and is not intended to be a recommendation for any specific investment product, strategy, plan feature or other 
purposes. Accordingly, it should not be construed by any consumer and/or prospective client as solicitation to effect, or 
attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation. 
 
Advertising and Marketing. Communications such as this are not impartial and are provided in connection with 
advertising and marketing. This material is not suggesting a specific course of action or any action at all. Prior to making 
any investment or financial decisions, an investor should seek individualized advice from a personal financial, insurance, 
legal or tax professional that takes into account all of the particular facts and circumstances of an investor's own situation. 
No person associated with SC Capital is a licensed attorney or tax professional and the information contained herein 
should not be considered tax or legal advice. 
 
Links to Third Party Content. This Market Update contains links to articles or other information maintained by unrelated 
third parties. You acknowledge and agree to the following: All such information is provided solely for convenience 
purposes only because we believe that it may provide useful content and all users thereof should be guided accordingly. 
We disclaim any responsibility for the link’s performance or interaction with your computer, its security and privacy policies 

http://www.scadvisors.net/
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and practices, and any consequences that may result from visiting it. We do not control the content published by the third-
party; we do not guarantee any claims made on it, nor do we endorse its sponsor or any of the content, policies, activities, 
products or services offered by any advertiser on the site. SC Capital assumes no liability for any inaccuracies, errors or 
omissions in or from any data or other information provided by the third party and inclusion or reference by SC Capital to 
any third-party link should not be construed by any consumer and/or prospective client as a solicitation to effect, or 
attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation, over the 
Internet. 
 
Important Information regarding Registration. SC Capital Advisors offers Investment advisory and financial planning 
services through Belpointe Asset Management, LLC, 500 Damonte Ranch Parkway, Building 700, Unit 700, Reno, NV 
89521 (“Belpointe), an investment adviser registered with the Securities and Exchange Commission (“SEC”). Registration 
with the SEC should not be construed to imply that the SEC has approved or endorsed qualifications or the services 
Belpointe Asset Management offers, or that or its personnel possess a particular level of skill, expertise or training. SC 
Capital Advisors is not affiliated with Belpointe Asset Management, LLC. Additional information about Belpointe Asset 
Management is available on the SEC’s website at www.adviserinfo.sec.gov. 
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