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TalkingPoints
Why is the S&P 500® Relevant Globally?

The S&P 500 is a renowned benchmark for large-cap U.S.  
equities and is widely referenced as the gauge of U.S. equity  
performance. But what is the relevance of the U.S. market  
and the S&P 500 internationally?

1. When we talk about the U.S. market, just how big is it?
Jodie: The S&P 500 is the proxy for the U.S. market, and it represents about 80%-85% 
of the U.S. stock market. But from a global perspective, the U.S. is over one-half of the 
global stock market, as measured by the S&P Global BMI. This really matters because 
as the U.S. economy grows, it propels the stock markets of all other countries—and the 
U.S. stock market is largely driven by consumer spending. So really, the more a country 
exports to the U.S., the more sensitive it becomes to U.S. growth. For example, a 
country like Korea has a high sensitivity and on average, rises nearly 9.5% for every 1% 
of U.S. growth, whereas the UK only grows about 2.5%. So you can see the differences 
in impact per country.

2. In light of the importance of the U.S. market—proxied by the 
S&P 500—what’s the ecosystem around the S&P 500 itself?
Tim: That’s one of the important differentiating factors of the S&P 500. In most 
markets, S&P 500-based products will be among the most liquid, most traded, and 
most invested among all the other alternatives. 

Part of that is because it’s not just about the benchmark itself, rather it’s about the 
availability of the different aspects that are available in a tradable format. We can 
mention futures, options, and the VIX®—if you were to pick one macro indicator that 
the rest of the world watches to gauge not just the U.S. but the global economic health, 
it would probably be the VIX, which is based on S&P 500 options. Then we have S&P 
500 sectors, and smart beta or factors, such as momentum. An ecosystem has grown 
around the different investment aspects, pieces, segments, and characteristics of the 
S&P 500 over the many years since it was first launched in 1957. There’s a phenomenal 
wealth of not just data but also products that are internationally relevant.

To see the original interview watch: Understanding the Global Impact of the S&P 500.

https://spindices.com/indices/equity/sp-500
https://spindices.com/indices/equity/sp-global-bmi-us-dollar
https://us.spindices.com/multimedia-center/understanding-the-global-impact-of-the-sp-500
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3. Given the analysis and ecosystem, how do 
people use those to express their views about 
the U.S. economy or the U.S. market?
Jodie: There’s been tremendous growth in the indexing 
industry. Just recently, The Financial Times put out an article 
that said that there are nearly 3.2 million indices published 
every day, which trounces the number of stocks that are 
publicly available at 44,000. Of those indices, 43% are sector-
based, which is important because they give investors—
whether they’re domestic or international—different ways 
to express their views through sectors. Different sectors in 
the U.S. have different levels of exposure to international 
revenues—for example, information technology has pretty 
high international revenues of about 60%, whereas real estate 
may only have 10%-15%. So whether an investor wants an 
exposure that’s very U.S.-centric or more global, measuring that 
with sensitivities to the U.S. dollar, interest rates, inflation, or 
U.S. growth with upside potential to these factors can help an 
investment strategy for today’s market participants.

Tim: At the risk of stating the obvious, here in the UK equity 
market, we can easily get exposures to the energy or financials 
sectors. However, if you want to get exposure to information 
technology in the UK, or in Europe more generally, it’s quite 
difficult. Many of the behemoths of the information technology 
sector and media industry are U.S.-based, and there are certain 
aspects of portfolio construction in terms of diversification 
that are almost impossible without reaching for the U.S. So 
naturally, there is international interest in not just the index 
itself, but in the different parts that could be used to diversify  
a domestic portfolio.

4. With the necessary biases that a domestic 
market has and therefore the relevance of 
U.S. market exposure plus the ecosystem, 
do you think this all feeds into why there’s so 
much research out there about the S&P 500 
including the VIX and the index itself?
Tim: In a word, yes. I think that, as an index provider we are 
fortunate; as well as producing our own research, it’s often the 
case that if an academic researcher or a practitioner wishes to 
test a theory or examine a market dependency, the S&P 500  
will often be used as either a benchmark or as the object 
of study in order to explore that. What that means for 
market participants is that there is a wide bank of research, 
commentary, and analysis that helps people understand what 
makes the S&P 500 tick.

Jodie: Again, the S&P 500 was launched in 1957, and at the 
time it represented the entire U.S. stock market. Today, it still 
represents about 85% of the U.S. stock market, and it serves 
as the foundation for much of the research available because it 
is used as the beta, and without beta, you don’t have any smart 
beta or any of the other developments that have occurred. So 
from the S&P 500, a number of different indices have been 
developed—such as equal weight, different sizes, styles, and 
other factors such as quality, momentum, value, ESG, and 
strategies that are well beyond what the original beta ever was.
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General Disclaimer

Copyright © 2018 by S&P Dow Jones Indices LLC, a part of S&P Global. All rights reserved. Standard & Poor’s ®, S&P 500 ® and S&P ® are registered 
trademarks of Standard & Poor’s Financial Services LLC (“S&P”), a subsidiary of S&P Global. Dow Jones ® is a registered trademark of Dow Jones Trademark 
Holdings LLC (“Dow Jones”). Trademarks have been licensed to S&P Dow Jones Indices LLC. Redistribution, reproduction and/or photocopying in whole or in part 
are prohibited without written permission. This document does not constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, Dow Jones, 
S&P or their respective affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. All information provided by S&P Dow Jones Indices 
is impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in connection with licensing 
its indices to third parties. Past performance of an index is not a guarantee of future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable instruments based on that index. 
S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other investment vehicle that is offered by third parties and that 
seeks to provide an investment return based on the performance of any index. S&P Dow Jones Indices makes no assurance that investment products based on the 
index will accurately track index performance or provide positive investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones 
Indices makes no representation regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such 
investment fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are advised 
to make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such funds, as detailed in an offering 
memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or other vehicle. Inclusion of a security within an index is not 
a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be investment advice.

These materials have been prepared solely for informational purposes based upon information generally available to the public and from sources believed to be 
reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data, research, valuations, model, software or other 
application or output therefrom) or any part thereof (Content) may be modified, reverse-engineered, reproduced or distributed in any form or by any means, 
or stored in a database or retrieval system, without the prior written permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or 
unauthorized purposes. S&P Dow Jones Indices and its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee 
the accuracy, completeness, timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless 
of the cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES INDICES PARTIES 
DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A 
PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED 
OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any 
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, 
without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

S&P Dow Jones Indices keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective 
activities. As a result, certain business units of S&P Dow Jones Indices may have information that is not available to other business units. S&P Dow Jones Indices has 
established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each analytical process.

In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities, investment advisers, 
broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may receive fees or other economic benefits from 
those organizations, including organizations whose securities or services they may recommend, rate, include in model portfolios, evaluate or otherwise address.




