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During The Period From 2011 Through 2015 The Annual Returns On Small U.S. Stocks Were - 3.80
Percent, a period that stands out in the history of the U.S. stock market, reflects a challenging
timeframe for investors focusing on small-cap equities. This article explores the factors influencing
these returns, compares them with other asset classes, and offers insights into what investors can

learn from this period.

Understanding Small U.S. Stocks and Their Role in Investment

Portfolios

What Are Small U.S. Stocks?

Small U.S. stocks refer to shares of companies with relatively low market capitalization, typically
ranging from $300 million to $2 billion. These companies are often in the early stages of growth, have

higher potential for expansion, and usually carry higher risks compared to large-cap stocks.

Importance of Small Stocks in Diversified Portfolios

Investors often include small stocks in their portfolios to diversify risk and seek higher returns.
Historically, small-cap stocks have demonstrated the potential for superior growth, especially during

periods of economic expansion, but they are also more volatile and sensitive to economic downturns.



The 2011-2015 Period: An Overview

Market Environment and Economic Conditions

Between 2011 and 2015, the U.S. economy experienced a gradual recovery from the Great
Recession. However, this period was marked by notable volatility, geopolitical uncertainties, and
varying monetary policies. The Federal Reserve began tapering its asset purchases, and interest rates

remained near zero for much of this timeframe.

Performance of Small U.S. Stocks

The annual returns on small U.S. stocks during this period averaged -3.80%, indicating a generally
underwhelming performance. This negative return is significant, especially considering that traditional

benchmarks like the S&P 500 posted positive gains during much of this window.

Factors Contributing to the -3.80 Percent Return

Economic and Market Volatility

- Global Uncertainties: Political tensions, conflicts, and economic slowdowns abroad impacted investor
sentiment.
- Interest Rate Policies: The Federal Reserve's gradual approach to raising interest rates created an

environment of uncertainty, affecting small-cap stocks more acutely.

Sector Performances

- Many small-cap stocks are concentrated in sectors like energy, materials, and industrials, which

faced headwinds during this period due to falling commodity prices and decreased demand.



- The oil price crash of 2014-2015 heavily impacted small energy companies, leading to significant

losses.

Corporate Earnings and Profitability

- Many small companies struggled with rising costs, regulatory challenges, and competitive pressures,

resulting in stagnant or declining earnings.

Comparative Analysis: Small Stocks vs. Large Stocks

(2011-2015)

Performance Metrics

| Asset Class | Average Annual Return (2011-2015) |

I | I
| Small U.S. Stocks | -3.80% |

| Large U.S. Stocks | Approximately +12% (S&P 500) |

This comparison highlights the divergence in performance, with large-cap stocks outperforming small

caps significantly during this period.

Implications for Investors

- Risk-Reward Balance: Small stocks, while riskier, did not provide the expected higher returns in this
timeframe.
- Portfolio Diversification: The period underscores the importance of diversification across asset

classes to mitigate risks.



Lessons Learned from the 2011-2015 Small Stock

Performance

Understanding Market Cycles

- Small-cap stocks tend to outperform during economic recoveries and expansions but can

underperform during downturns or periods of uncertainty.

Importance of Patience and Long-Term Perspective

- Investors should recognize that short-term negative returns do not preclude long-term growth
potential.

- Periods like 2011-2015 serve as reminders to maintain disciplined investment strategies.

Risk Management Strategies

- Diversification across sectors and market caps can help buffer against adverse market conditions.

- Incorporating value and quality factors may reduce exposure to highly volatile small-cap stocks.

Looking Ahead: Small U.S. Stocks in the Post-2015 Era

Recovery and Growth Trends

- Since 2015, small U.S. stocks have experienced periods of recovery and growth, reflecting economic
expansion and technological innovation.
- The introduction of new technologies and industries has provided new opportunities for small-cap

companies.



Current Challenges and Opportunities

- Despite positive trends, small stocks remain sensitive to macroeconomic shifts, interest rate changes,
and geopolitical risks.
- Investors should consider factors like company fundamentals, sector outlooks, and valuation before

investing in small-cap equities.

Conclusion

The period from 2011 through 2015, marked by an average annual return of -3.80% for small U.S.
stocks, exemplifies the volatility and risks inherent in small-cap investing. While this timeframe was
challenging, it also offers valuable lessons on the importance of diversification, patience, and
understanding economic cycles. For investors aiming to include small stocks in their portfolios,
recognizing the cyclical nature of these assets and maintaining a disciplined, long-term perspective are
crucial. As the market evolved post-2015, small U.S. stocks have shown resilience and growth

potential, reaffirming their role in a balanced investment strategy.

Key Takeaways:

- Small stocks are higher-risk, higher-reward assets that require careful analysis and risk management.
- Market environments greatly influence small-cap performance, with periods of underperformance
being common.

- Diversification and a long-term approach are essential for navigating the volatility of small-cap
equities.

- Understanding historical performance, like that from 2011-2015, helps investors set realistic

expectations and develop robust investment strategies.

Frequently Asked Questions



What was the average annual return on small U.S. stocks between

2011 and 2015?

The average annual return on small U.S. stocks during this period was -3.80 percent.

Why did small U.S. stocks perform poorly from 2011 to 20152

Factors such as economic uncertainty, market volatility, and specific challenges faced by small-cap

companies contributed to the negative returns during this period.

How did the performance of small U.S. stocks compare to large-cap

stocks from 2011 to 20152

While small U.S. stocks experienced an average decline of -3.80 percent annually, large-cap stocks

generally performed better, often posting positive returns during the same period.

Did the negative returns from 2011 to 2015 impact long-term small
stock investors?

Yes, the negative returns may have affected long-term investors' portfolios, emphasizing the

importance of diversification and risk management.

What lessons can investors learn from the 201 1-2015 small stock
performance period?

Investors should understand market volatility, consider the risks of small-cap stocks, and maintain a

diversified portfolio to withstand periods of negative returns.

Were there any sectors within small U.S. stocks that outperformed



during 2011-2015?

Some sectors may have outperformed others, but overall, the small stock segment as a whole

experienced negative returns, making sector-specific performance variable.

How did macroeconomic events between 2011 and 2015 influence
small U.S. stocks?

Events such as the European debt crisis, slow economic growth, and policy uncertainties impacted

investor confidence, leading to the poor performance of small U.S. stocks.

Have small U.S. stocks recovered since 2015, following the negative

period from 2011 to 20152

Yes, in subsequent years, many small U.S. stocks experienced recovery and growth, reflecting market

dynamics and macroeconomic improvements.

What investment strategies could have mitigated losses in small U.S.

stocks during 2011-2015?

Strategies such as diversification, focusing on quality companies, and maintaining a long-term

perspective could have helped mitigate losses during this challenging period.

Is a negative average return of -3.80 percent typical for small U.S.
stocks during economic downturns?

Small U.S. stocks are generally more volatile and can experience negative returns during downturns; a

-3.80 percent average reflects such market risks during the 2011-2015 period.



Additional Resources

During The Period From 2011 Through 2015 The Annual Returns On Small U.S. Stocks Were -3.80

Percent

The period from 2011 through 2015 was a fascinating chapter in the history of small U.S. stocks,
marked by a notably negative average annual return of -3.80 percent. This phase challenged many
traditional investment assumptions and prompted investors and analysts alike to reconsider the
dynamics affecting small-cap equities. To understand the implications of this period, it’s essential to
analyze the broader economic backdrop, the specific characteristics of small stocks, and the lessons

that can be drawn from this five-year stretch.

Understanding Small U.S. Stocks

Small U.S. stocks, typically defined as companies with a market capitalization below $2 billion, are
often viewed as the engines of growth within the equity markets. They tend to be more volatile but also
have higher growth potential compared to large-cap stocks. Historically, small stocks have been
rewarded with higher returns over long periods, owing to their ability to grow faster and capitalize on

niche markets or innovative technologies.

Features of Small U.S. Stocks

- Higher Growth Potential: Small companies often have more room for expansion and innovation.

- Volatility: They tend to experience more significant price swings, both upward and downward.

- Market Sensitivity: Small stocks are more vulnerable to economic downturns, policy changes, and
shifts in investor sentiment.

- Lower Liquidity: Trading volume can be limited, making them more susceptible to large price
movements due to relatively small trades.

- Market Efficiency: Smaller markets can sometimes be less efficient, creating opportunities for savvy

investors.



Understanding these features is vital in contextualizing their performance during the 2011-2015 period.

Economic Context (2011-2015)

The economic environment from 2011 to 2015 was characterized by a gradual recovery from the Great
Recession of 2008-2009. The U.S. economy experienced steady growth, but it was punctuated by

significant headwinds that impacted small-cap stocks.

Key Economic Factors

- Post-Recession Recovery: While the economy was growing, the recovery was uneven, with sectors
like manufacturing and small businesses still facing challenges.

- Monetary Policy: The Federal Reserve maintained low interest rates and engaged in quantitative
easing, which generally favored larger companies and bonds over small stocks.

- Global Uncertainty: Events such as the European debt crisis, slowdown in China, and geopolitical
tensions created uncertainty, often leading to risk aversion among investors.

- Sectoral Shifts: Certain sectors favored by small-cap companies, like commodities or financials,
underperformed during this period.

- Regulatory Changes: The aftermath of the Dodd-Frank Act and other regulatory measures impacted

small financial institutions and startups.

This economic landscape created a complex environment where small stocks struggled to deliver

positive returns, culminating in the average -3.80 percent annual return over five years.

Performance Analysis (2011-2015)

The negative average return of -3.80 percent masks the volatility and sector-specific dynamics that

characterized small-cap stocks during this period. A closer look reveals the underlying factors



influencing their performance.

Year-by-Year Breakdown

- 2011: Small stocks experienced a rebound after the volatile 2010, but gains were modest, ending the
year flat or slightly negative.

- 2012: The market saw some recovery, but small stocks lagged behind large caps amid global
uncertainties.

- 2013: A robust rally in equities did not significantly benefit small stocks, partly due to sector rotations
and profit-taking.

- 2014: The year saw increased volatility, with small stocks underperforming amid declining oil prices
and geopolitical tensions.

- 2015: Concerns over slowing global growth, especially in China, and falling commaodity prices led to

further declines in small-cap stocks.

This pattern highlights the sensitivity of small stocks to macroeconomic and geopolitical factors, often

leading to underperformance during periods of uncertainty.

Factors Contributing to the Negative Returns

Several interconnected factors contributed to the poor performance of small U.S. stocks during this

period.

1. Risk Aversion and Market Sentiment

- Investors tended to favor large-cap, more stable stocks amid global uncertainties.

- Small stocks, perceived as riskier, experienced outflows during volatile times.



2. Sector Underperformance

- Sectors like energy, materials, and financials, heavily represented in small-cap indices, faced
downturns.

- Falling commodity prices hurt small energy and mining firms disproportionately.

3. Monetary Policy Impact

- Low-interest rates and quantitative easing favored larger, more established companies with easier
access to capital.

- Small firms often struggled with financing, hindering growth and stock appreciation.

4. Structural Challenges

- Limited access to capital, higher operational costs, and regulatory hurdles hampered small company
growth.

- Many small firms faced bankruptcy or consolidation, reducing their overall contribution to returns.

Lessons Learned and Investment Implications

The underperformance of small U.S. stocks from 2011 to 2015 offers valuable lessons for investors

and portfolio managers.

1. Volatility and Risk Management

- Small stocks can be highly volatile and vulnerable during macroeconomic downturns.

- Diversification and risk mitigation strategies are crucial when investing in small-cap equities.



2. Sector and Economic Cycle Awareness

- Recognizing the cyclical nature of small-cap performance aids in timing investments.

- During periods of global uncertainty or economic slowdown, small stocks may underperform.

3. Long-Term Perspective

- While this period was challenging, small stocks often recover and outperform in subsequent years.

- Patience and disciplined investing can eventually pay off when market conditions improve.

4. Selective Investing

- Not all small stocks are equal; focusing on financially healthy, innovative companies can mitigate
risks.
- Active management and thorough research can identify opportunities overlooked by the broader

market.

Pros and Cons of Investing in Small U.S. Stocks

(2011-2015)

Pros:
- Potential for high growth during favorable periods.
- Opportunities in niche markets and innovative sectors.

- Diversification benefits, as small stocks often behave differently than large caps.

Cons:
- Higher volatility and risk of substantial losses.
- Limited liquidity can exacerbate downturns.

- Susceptibility to macroeconomic shocks and sector-specific downturns.



- Often underperform during global economic uncertainties, as evidenced in this period.

Conclusion

The period from 2011 through 2015 serves as a reminder of the inherent risks associated with small
U.S. stocks, especially during times of economic uncertainty and global geopolitics. The -3.80 percent
annual return underscores that even asset classes with historically higher returns can face extended
periods of underperformance. For investors, this highlights the importance of diversification, risk
management, and a long-term perspective. While small stocks remain a vital component of a balanced
portfolio, understanding their cyclical nature and vulnerability during downturns is essential for

navigating future challenges and capitalizing on opportunities when conditions improve.

Ultimately, the lessons from this period reinforce that patience, discipline, and strategic asset allocation
are key to harnessing the growth potential of small U.S. stocks over the long haul, despite short-term

setbacks.
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