
US Small Caps, why now? 

There are many reasons to look at US Small Caps especially now. To name a few: 

• P/E's are low compared own long term history and Large Caps  

• Small Caps tend to do well in and coming out of elevated inflation environments  

• Small Caps typically start to outperform in recession periods  

Current valuations vs 20 year average according to JPM as of January 30th 2023 

 

 

 

 

US Small Caps (S&P 600) valuations well below long term average as of January 31st 2023  
 

 

 



Relative Valuation and Relative Performance of Russell 2000 vs Russell 1000 

 

 
 

Performance of the Russell 2000 Growth Index following historical negative return years 

 

  

 

Performance across CPI environments 

 



 

Last time we were in a high inflation period 

  

 

 

2023 Earnings Growth Estimates already adjusted more than Large Caps  
 

 

 
 

 US Small Caps historically outperform once a recession starts, which might be as soon as next quarter 

 

 

 

 
  


