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Student of the Market
June 2021

Source: Morningstar as of  5/31/21. P ast performance is no guarantee of future  results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index.
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All 12 months 

were positive 
for the first 

time ever 

Top 10 worst starts of the year for bonds                       
(Since 1926, total return for first five months of calendar year)

Returns after each “worst start”
(Since 1926, total return for given time periods)
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Year First 5 months Next 7 months

1994 -3.7 0.8

1984 -2.9 18.6

1996 -2.5 6.3

2021 -2.3 ?

1953 -2.3 5.6

1974 -1.9 7.8

1987 -1.5 4.3

2018 -1.5 1.5

1999 -1.1 0.2

1940 -1.0 4.1

Avg -2.1 5.5

4th worst start to a year for bonds
After historical worst starts, the next 7 months saw bond returns bounce back on average

BOND MARKET RETURNS

Source: Morningstar as of 5/31/21  U.S. bonds represented by  the IA SBBI US Gov IT Index from 1/1/26 to 1/3/89 and the BbgBarc U.S. Agg Bond TR Index from 1/3/89 to 5/31/21. P ast performance does not guarantee or indicate future results. Index 
performance is for illustrative purposes only. You cannot invest directly in the index.
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CASH ON THE SIDELINES

Money market assets still near historic peak 
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Jan-09
$3.8T

Jan-03
$2.3T

Apr-21
$4.5T

Money market fund assets                                                             
Last 25 years (4/1/96 –4/30/21)

Where did the money market assets go?
Mutual fund and ETF flows by security type, 1 year after previous peaks

Source: Morningstar as of 4/30/21. Money market flows and assets are represented by assets in the Morningstar U.S. Money Market funds category. Stock flows are represented by flows into the broad Morningstar equity  mutual fund and ETF categories as 
defined by Morningstar during the given time period. Bond flows are represented by flows into the broad Morningstar fixed income mutual fund and ETF categories as defined by Morningstar during the given time period. Past performance does not guarantee  
or  i ndicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index.

May-20
$4.8T

$202B $27B

$28B $409B

-$503B
-$659B

Flows 1 year after 1/03 Flows 1 year after 1/09

Stocks Bonds Money Market
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Feb-09
66%

EQUITY FUND ASSET LEVELS

Equity fund assets are still within their 
historic range

Aug-00
83%

Mar-03
67%

Apr-21
74%

Percentage of industry assets in equities                           
As a percentage of total assets in stock and bond mutual funds and ETFs

(1/1/96 - 4/30/21)

Source: Morningstar as of 5/31/21. U.S. stocks represented by the S&P 500  Index, an unmanaged index that is generally considered representative of the U.S. stock market. Past performance does not guarantee or indicate future results. Index performance 
is for illustrative purposes only. You cannot invest directly in the index.

Oct-07
81%

Nov-12
64%

17.5%

11.3%

-4.7%

< 70%
in equity

assets

Between
70% and 76%
in equity assets

> 76%
in equity

assets

U.S. stock market returns, next 3 years
Average annual return following each cohort

Average 
(73%)

Mar-20
68%
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Morningstar and Gallup as of 5/31/21. Stock market represented by the S&P 500 Index. Note: Gallup “satisfaction level” polling data was recorded every month after April 2000. Prior to April 2000, Gallup “satisfaction level” polling data was recorded on an 
ad hoc basis. P ast performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index.

Satisfaction levels bounce back after pandemic lows
% of Americans satisfied with the way things are going in the U.S.
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Dec 2008
10%

Jan 2021 
11%

Jun 1992 
14%

Jul 1979   
12%

Feb 1999 
71%

14.5%

12.8%

6.1%

< 33%
satsified

33% - 50%
satsified

> 50%
satisfied

U.S. stock market returns, next 12 months
Median return following each cohort

Satisfaction level is often a contrarian 
indicator for the stock market

CONTRARIAN INVESTING SIGNALS

May 2021 
36%
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All 12 months 

were positive 
for the first 

time ever 

Growth versus value, first 5 months of the year                     
Value returns minus growth returns for first five months of calendar year 

(1/1/87 –5/31/21)

Returns after each “best value start”
(1/1/87 - 5/31/21)

Year

Value 
outperformance 
(First 5 months)

Value 
outperformance 
(Next 7 months)

2002 13.7 1.0

2001 13.2 2.9

2021 12.1 ?

1993 11.9 2.5

1988 10.7 0.3

Avg 12.3 1.7

3rd best start to a year for value stocks
After historical best starts, the next 7 months saw value outperformance continue, but at a much slower pace 

GROWTH VERSUS VALUE

Source: Morningstar as of 5/31/21. Large value stocks represented by  the Russell 1000 value index and the Large growth stocks represented by  the Russell 1000 growth index . Past performance does not guarantee or indicate future results . Index 
performance is for illustrative purposes only. You cannot invest directly in the index.
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Growth outperforms value

Value outperforms growth
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Expanded quality 
enhancements in 1998

Expanded product 
substitution in 1999

Average 
(+2.9%)

Source: U.S. Bureau of Labor Statistics and Morningstar, as of 5/31/21.

Very little 
volatility in CPI 
over the last 30 

years

4/30/21
+4.2% last 

12 mo.

Changed from housing prices 
to rents in 1983 for the largest 

individual component of CPI

Inflation history
Inflation and Consumer Price Index changes for each calendar year (1926 – 2021)

INFLATION BASICS
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RECENT INFLATION

Recent inflation 

20.7%
19.6%

7.9%

6.2% 6.1%

Car and
truck
rental

Gas Used cars Jewelry Indoor
plants

What’s going UP in price
Selected inflation components in 2021

Source: U.S. Bureau of Labor Statistics and officialdata.org, as of 4/30/21.
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What’s going DOWN in price
Selected inflation components in 2021
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Student of the Market: June 2021

Source: Morningstar. Performance data quoted represents past performance and is no guarantee of future results. Current performance may be lower or higher than that shown. ©2020 
Morningstar. All Rights Reserved. The information, data, analyses and opinions contained herein (1) include the confidential and proprietary information of Morningstar, (2) may include, or be 
derived from, account information provided by a financial advisor which cannot be verified by Morningstar, (3) may not be copied or redistributed, (4) do not constitute investment advice 
offered by Morningstar, (5) are provided solely for informational purposes and therefore are not an offer to buy or sell a security, and (6) are not warranted to be correct, complete or accurate. 
Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, this information, data, analyses or 
opinions or their use. This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities 
or to adopt any investment strategy. The opinions expressed are as of 5/31/21 and may change as subsequent conditions vary. The information and opinions contained in this material are 
derived from proprietary and nonproprietary sources deemed by BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. Past performance is no 
guarantee of future results. There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.

Past performance is no guarantee of future results. Index performance is shown for illustrative purposes only. It is not possible to invest directly in an index. Investing involves risks, including 
possible loss of principal.  This information should not be relied upon as research, investment advice, or a recommendation regarding any products, strategies, or any security in particular. This 
material is strictly for illustrative, educational, or informational purposes and is subject to change.

© 2021 BlackRock, Inc. BlackRock is a trademark of BlackRock, Inc. All other trademarks are the property of their respective owners. 

NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE

Prepared by BlackRock Investments, LLC. Member FINRA.

Returns as of 5/31/21 Total Ret 1 Year Total Ret 5 Years Total Ret 10 Years

BBgBarc US Agg Bond TR USD -0.40 3.25 3.29
IA SBBI US IT Govt TR USD -1.60 2.69 2.68
IA SBBI US Large Stock TR USD Ext 40.32 17.16 14.38
Russell 1000 Growth TR USD 39.92 22.07 16.98
Russell 1000 Value TR USD 44.38 12.33 11.51
S&P 500 TR USD 40.32 17.16 14.38
US BLS CPI All Urban NSA 1982-1984 4.16 2.22 1.73
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