
Index Education 
 

 
 

 
 
 

 
 

Contributors 

Hamish Preston, CFA 
Head of U.S. Equities 
hamish.preston@spglobal.com 

Fei Wang 
Senior Analyst 
U.S. Equity Indices  
fei.wang@spglobal.com 

Sherifa Issifu 
Associate Director  
U.S. Equity Indices  
sherifa.issifu@spglobal.com 

 

Sign up to receive our latest research, education, and commentary at 

on.spdji.com/SignUp. 

Celebrating 30 Years of 
the S&P SmallCap 600® 
Introduction 
Launched Oct. 28, 1994, the S&P SmallCap 600® has provided 

market participants with a way to measure the small-cap U.S. equity 

segment for nearly 30 years.  It is part of the S&P Composite 1500®, 

with the other components being the large-cap S&P 500® and the 

S&P MidCap 400®.  The S&P 600® serves as the basis for an 

ecosystem of financial products and is widely used as a benchmark 

for small-cap active managers. 

This paper explores the following aspects of the S&P 600: 

− Showing the relevance of small-cap U.S. equities to investors 

around the world; 

− Explaining the index’s construction and the resulting impact on 

index characteristics and performance; and 

− Showing the potential benefits of an index-based approach to 

U.S. small-caps.1 

Exhibit 1 compares the historical performance of the S&P 500 and 

S&P 600.  Despite mega-cap equities leading the way in recent 

years, the S&P 600 has outperformed the S&P 500 in most periods 

of time. 

 
1  For more resources from S&P DJI on the S&P SmallCap 600, please see: 

Preston, Hamish, “Index Construction Matters: The S&P SmallCap 600,” 2020; and 
Brzenk, Phillip and Wenli Bill Hao, “A Tale of Two Small-Cap Benchmarks: 10 Years Later,” 2019. 
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Exhibit 1: The S&P SmallCap 600 Outperformed the S&P 500 in Most Time Periods 

 

Source: S&P Dow Jones Indices LLC, FTSE Russell.  Data from Dec. 31, 1994, to Sept. 30, 2024.  Index levels rebased to 100 on Dec. 31, 
1994.  Index performance based on monthly total return in USD.  Past performance is no guarantee of future results.  Chart is provided for 
illustrative purposes. 

Why Small Caps? 
The S&P 600 accounts for 2% of the U.S. equity market and 1% of the global equity market, as 

represented by the S&P Global BMI. 

The S&P 600 is larger than 76 out of 86 markets covered by S&P DJI outside the U.S., with a 

market capitalization greater than 71% of the S&P Developed Ex-U.S. BMI, 87% of the S&P 

Emerging BMI, as well as all of the S&P Frontier BMI and standalone markets.  This 

underscores the significant opportunity that small-cap U.S. equities represent relative to 

foreign domestic equity markets. 

Exhibit 2 shows that the S&P 600 has a market capitalization of USD 1.4 trillion, which is larger 

than the entire South Korean equity market and exceeds nearly all European single-country 

equity markets, with the exception of the U.K., France, Switzerland and Germany.2 

 
2  All figures in this section are as of September 2024. 
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Exhibit 2: The S&P SmallCap 600 Is Larger than South Korea and Most European Equity 
Markets 

Source: S&P Dow Jones Indices LLC.  Data as of Sept. 30, 2024.  Chart is based on the index market capitalization of the S&P Global BMI 
and the S&P Composite 1500 component indices and is provided for illustrative purposes.  The S&P United States BMI ranks first but it is 
excluded from the chart due to scale. 

While the sheer size of the index explains why small caps are relevant to investors globally, the 

index’s differences in sector makeup from large-cap indices provides an interesting case as 

well.  The S&P 600 has a higher weighting to more domestically focused and sensitive sectors 

such as Industrials, Financials and Real Estate, and a lower weight to segments such as 

Information Technology. 

Exhibit 3: The S&P SmallCap 600 Had Higher Relative Weights in Industrials, Real Estate 
and Financials Compared to the S&P 500 

 

Source: S&P Dow Jones Indices LLC.  Charts based on Global Industry Classification Standard (GICS®) sector weights as of Sept. 30, 2024.  
Past performance is no guarantee of future results.  Charts are provided for illustrative purposes. 
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Additionally, while the S&P 500, S&P 400® and S&P 600 typically display correlated 

performance, they are far from identical.  Exhibit 4 illustrates that the S&P 600 has the lowest 

correlation to the S&P 500 among the U.S. equity indices shown.  This non-perfect correlation 

highlights the potential of the S&P 600 to serve as a diversifier within U.S. equities for those 

seeking a different stream of returns. 

Exhibit 4: Rolling 5-Year Correlation of Monthly Total Returns with the S&P 500 

 

Source: S&P Dow Jones Indices LLC.  Data from Dec. 30, 1994, through Sept. 30, 2024.  The S&P 500 Top 50 was launched Nov. 30, 2015.  
All data prior to index launch date is back-tested hypothetical data.  Past performance is no guarantee of future results.  Chart is provided for 
illustrative purposes and reflects hypothetical historical performance.  Please see the Performance Disclosure linked at the end of this post for 
more information regarding the inherent limitations associated with back-tested performance. 

Smaller companies face different opportunities and challenges compared to mid- and large-

sized firms.  They are typically in earlier stages of the business cycle, which may result in 

higher growth potential—but also could result in increased volatility.  This difference in 

risk/performance characteristics may provide potential diversification benefits when these size 

segments are combined. 

As shown in Exhibit 5, higher weights in domestically focused sectors may help explain the 

increased sensitivity of small-cap stocks to U.S. GDP growth, as well as components of 

domestic products such as private investment and consumption.  On a sales-weighted basis, 

we can see that a greater proportion of small-cap companies generate their revenue locally, as 

shown in Exhibit 5. 
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Exhibit 5: The S&P SmallCap 600 Has the Largest Correlation to the U.S. Economy 
among the Core U.S. Equity Indices 

Source: S&P Dow Jones Indices LLC, U.S. Bureau of Economic Analysis, FactSet.  Data from December 1994 to June 2024.  Compiled on 
Oct. 18, 2024.  Past performance is no guarantee of future results.  Percentage of domestic sales calculated via sales-weighted average 
among constituents.  Chart is provided for illustrative purposes.  Updated from "Hidden in Plain Sight: U.S. Equities Beyond the S&P 500" 
(April 2021). 

These differences in index characteristics and performance across U.S. size ranges lead to 

natural rotations and changes in leadership within U.S. equities.  Historically, we observe 

leadership rotations among the size ranges, with varying spreads between the best- and worst-

performing size segments.  In some years, the large-cap S&P 500 outperforms, as observed in 

recent years.  Conversely, in other years, smaller size segments (such as the S&P 400 or S&P 

600) outperform, as seen in the period following the Tech Bubble in 2000.  

Relative Performance Comparison 
The S&P SmallCap 600 is not the only index designed to represent the performance of U.S. 

small-cap equities—indices like the Russell 2000 Index, MSCI USA Small Cap Index and 

CRSP US Small Cap Index also track this market segment.  However, historical performance 

and volatility differ between these indices. 

Exhibit 6 shows the cumulative total returns for the S&P 600 and Russell 2000 Index since 

1994.  Over this period, the S&P 600 outperformed the Russell 2000 Index by nearly 2% on an 

annualized basis.  The S&P SmallCap 600 has historically had lower annualized volatility, 

resulting in higher risk-adjusted performance.  The S&P 600 also outperformed the Russell 

2000 Index in 19 out of the past 29 full calendar years. 
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Exhibit 6: The S&P SmallCap 600 Has Outperformed the Russell 2000 Index since 1994 

 

Source: S&P Dow Jones Indices LLC, FTSE Russell.  Data from Dec. 31, 1994, to Sept. 30, 2024.  Index levels rebased to 100 on Dec. 31, 
1994.  Index performance based on monthly total return in USD.  Past performance is no guarantee of future results.  Chart is provided for 
illustrative purposes.  

Exhibit 7 illustrates that the S&P 600 consistently outperformed the Russell 2000 Index over 

different time horizons.  Across all rolling time periods analyzed, the S&P 600 outperformed by 

almost 60% to more than 90% of the time as the duration of the rolling periods increased.  The 

average outperformance grew from 0.4% during rolling three-month periods to over 12% in 

rolling five-year periods. 

Exhibit 7: Frequency and Magnitude of the S&P SmallCap 600’s Outperformance 
Increased with Time 

Metric 3-Month 6-Month 1-Year 3-Year 5-Year 

Total Number of Periods 354 350 344 320 296 

Number of Periods Outperformed 202 217 222 276 278 

Number of Periods Underperformed 152 133 122 44 18 

Frequency of Outperformance (%) 57.1 62.0 64.5 86.3 93.9 

Average Outperformance (%) 0.37 0.79 1.66 6.40 12.25 

Source: S&P Dow Jones Indices LLC, FTSE Russell.  Data from Dec. 31, 1994, to Sept. 30, 2024.  Index performance based on monthly total 
return in USD.  Past performance is no guarantee of future results.  Table is provided for illustrative purposes. 

Moreover, the S&P 600 outperformed other small-cap counterparts, although to a lesser 

extent.  For example, over the 20-year horizon, the S&P 600 outperformed the MSCI USA 

Small Cap Index by 0.2%.  Likewise, the S&P 600 surpassed the CRSP US Small Cap Index 

by 0.2% since its inception in April 2011.  Across various rolling time periods, the S&P 600 

generally outperformed more than half of the time relative to these counterparts, with both the 

frequency and magnitude of the outperformance increasing over longer time horizons.  

0

200

400

600

800

1000

1200

1400

1600

1800

2000

2200

2400

C
u
m

u
la

ti
v
e
 T

o
ta

l 
R

e
tu

rn

S&P SmallCap 600 Russell 2000 Index



Celebrating 30 Years of the S&P SmallCap 600 October 2024 

Index Education 7 
For use with institutions only, not for use with retail investors. 

Exhibit 8: The S&P SmallCap 600 Has Outperformed Other Counterparts since 2011

 
Source: S&P Dow Jones Indices LLC, FTSE Russell, MSCI, CRSP, FactSet.  Data from March 31, 2011, to Sept. 30, 2024.  Index levels 
rebased to 100 on March 31, 2011  Index performance based on monthly total return in USD.  Past performance is no guarantee of future 
results.  Chart is provided for illustrative purposes. 

Index Construction Matters 
Although the S&P 600, Russell 2000 Index, MSCI USA Small Cap Index and CRSP US Small 

Cap Index all measure the performance of small caps in the U.S. market, market participants 

may be surprised by how many differences exist in their index construction.  Exhibit 9 

highlights the methodological distinctions between these indices. 
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Exhibit 9: Comparison between Index Methodologies 
Inclusion 
Criteria 

S&P SmallCap 600 Russell 2000 Index 
MSCI USA Small Cap 
Index 

CRSP US Small Cap 
Index 

Financial 
Viability 

The sum of the most recent 
four consecutive quarters’ 
as-reported earnings should 
be positive as should the 
most recent quarter.3 

None None None 

Liquidity 

The ratio of annual dollar 
value traded to float-adjusted 
market capitalization should 
be 0.75 or greater, and the 
stock should trade a 
minimum of 250,000 shares 
in each of the six months 
leading up to the evaluation 
date. 

ADDTV (average daily dollar 
trading value) must exceed 
that of the global median, 
which is determined each 
reconstitution rank day by 
ranking all securities in 
investable countries by 
ADDTV.  As of the 
reconstitution 2024 rank 
date, the global median 
ADDTV was USD 125,000. 

A minimum liquidity level of 
20% of 3-month annual 
traded value ratio (ATVR) 
and 90% of 3-month 
frequency of trading over the 
last four consecutive 
quarters, as well as 20% of 
12-month ATVR are 
required. 

The ratio of average daily 
split-adjusted consolidated 
trading volume over the last 
125 trading days to float 
shares outstanding should be 
at least 0.001.  If the ratio of 
a current index security falls 
below 0.0008 for two 
consecutive rankings, it is 
removed from the index. 

Market 
Capitalization 

(Effective April 1, 2024, 
reviewed frequently).  For 
S&P SmallCap 600, the 
market cap guideline is USD 
1.0 billion to 6.7 billion, 
approximately 93rd-99th 
percentile of the S&P Total 
Market Index universe.4 

Companies must have a total 
market capitalization of USD 
30 million or more.  The 
market cap breakpoint for the 
Russell 2000 Index is 
companies #1001-3000, 
based on descending total 
market cap. 

The MSCI USA Small Cap 
Index market coverage is 
derived as the difference 
between the free float-
adjusted market 
capitalization coverage of the 
Investable Market Index 
(99%+1% or -0.5%) and the 
Standard Index (85%±5%). 

New additions must have a 
total market capitalization of 
at least USD 15 million.  
Existing index members must 
have a total market 
capitalization of at least USD 
10 million.  For the CRSP US 
Small Cap Index, the index 
range is 85% to 98%. 

Public Float 
At least 10% of shares 
publicly floated.5 

Greater than 5% of shares 
publicly floated. 

Free float-adjusted market 
capitalization is at least 50% 
of the Market Size-Segment 
Cutoff for the MSCI ACWI 
Investable Market Index. 

At least 12.5% of shares 
publicly floated.  At least 10% 
for current index 
constituents. 

Reconstitution 
of Stocks 

Throughout the year, as 
corporate actions arise. 

Once a year in June, except 
for Initial Public Offerings 
(IPOs) (quarterly). 

Quarterly and semiannual 
index reviews and ongoing 
event-related changes (e.g., 
significantly large IPOs). 

Quarterly (close of first 
Friday of March, June, 
September and December). 

IPO Seasoning 12 months required. None 

Small new issues require at 
least three months before 
implementation of a 
semiannual index review.6 

20 days of trading or greater, 
or five days or greater if 
satisfying the fast-track IPO 
rules.7 

Domicile of 
Constituents 

U.S. companies, based on 
multiple criteria such as filing 
10-K annual reports, fixed 
assets and revenues, and 
exchange listing 

U.S. companies, based on 
criteria such as fixed assets, 
revenues and listing, etc. 

U.S. companies, but non-
U.S. companies may be 
included. 

U.S. companies, based on 
criteria such as fixed sets, 
revenues, and listing. 

Sector 
Classification 

GICS 
Industry Classification 
Benchmark (ICB®) 

GICS ICB 

Source: S&P Dow Jones Indices LLC (S&P U.S. Indices Methodology), FTSE Russell (Russell US Equity Indices Ground Rules (lseg.com)), 
MSCI (MSCI Global Investable Market Indexes Methodology) and CRSP (CRSP Market Indexes Methodology Guide).  Table is provided for 
illustrative purposes. 

 
3  Prior to 2014, S&P DJI Earnings Criterion required four consecutive quarters of positive earnings, instead of the sum of the last four 

quarters being positive. 

4  Effective Jan. 4, 2023, the market capitalization guidelines are designed to capture the three-month average cumulative total company level 
market capitalization of the S&P Total Market Index universe at approximately the following cumulative percentiles: 1. S&P 500: 85th 
percentile; 2. S&P MidCap 400: 85th to 93rd percentile; and 3. S&P SmallCap 600: 93rd to 99th percentile. 

5  A company meeting the unadjusted company market capitalization criteria is also required to have a security level float-adjusted market 
capitalization that is at least 50% of the respective index’s unadjusted company level minimum market capitalization threshold. 

6  Large IPOs and large primary/secondary offerings of non-index-constituents may be included outside of a quarterly or semiannual index 
review. 

7  Fast-Track IPO: A newly listed company that passes specific company capitalization and investability thresholds (i.e., company’s 
capitalization is greater than or equal to the lower breakpoint of the CRSP US Small Cap Index and minimum float requirement is 10%), 
added to an index prior to ranking. 

 

https://www.spglobal.com/spdji/en/indices/equity/sp-total-market-index-tmi?utm_source=pdf_education
https://www.spglobal.com/spdji/en/indices/equity/sp-total-market-index-tmi?utm_source=pdf_education
https://www.spglobal.com/spdji/en/documents/methodologies/methodology-sp-us-indices.pdf
https://www.lseg.com/content/dam/ftse-russell/en_us/documents/ground-rules/russell-us-indexes-construction-and-methodology.pdf
https://www.msci.com/index/methodology/latest/GIMI
https://www.crsp.org/wp-content/uploads/2023/09/market-indexes-methodology-guide.pdf
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A distinguishing feature of the S&P 1500, and by extension the S&P 600, is its deployment of 

an earnings screen.  To be eligible for the inclusion of the S&P 600, companies must have a 

history of positive earnings (i.e., sum of the most recent four consecutive quarters’ earnings 

should be positive as should the most recent quarter).8  This quality exposure is especially 

important in the small-cap space as it helps filter out companies that may not consistently 

deliver results. 

Exhibit 10 demonstrates the four-factor regression model that determines the exposure to 

market, value, size and quality factors.  Among the small-cap indices, only the S&P 600 has 

had a positive and significant quality tilt, regardless of the time horizons analyzed.  Our 

research also reinforces that, all else equal, U.S. small-cap companies with higher profitability, 

liquidity and investability tend to earn higher returns.9  Such significant quality exposure is 

evident not only in the S&P 600, but also across the market-capitalization spectrum for the 

S&P U.S. Equity Indices.10 

Exhibit 10a: S&P SmallCap 600’s Significant Quality Tilt Helped Explain Its 
Outperformance over the Russell 2000 Index 

Index Coefficient Standard Error T-stat p-value 

S&P SmallCap 600 

Intercept -0.138 0.066 -2.105 0.036 

Market 1.034 0.017 60.351 0.000 

Size 0.781 0.022 35.988 0.000 

Value 0.386 0.018 21.035 0.000 

Quality 0.181 0.031 5.893 0.000 

Russell 2000 Index 

Intercept -0.137 0.047 -2.903 0.004 

Market 1.003 0.012 81.827 0.000 

Size 0.793 0.016 51.053 0.000 

Value 0.261 0.013 19.915 0.000 

Quality -0.018 0.022 -0.829 0.408 

Source: S&P Dow Jones Indices LLC, FTSE Russell, MSCI, CRSP, FactSet, Ken French, AQR.  Fama-French Three-Factor Model (market, 
size and value factors) along with AQR’s Quality Minus Junk (quality factor) are used.  Regression based on monthly data from January 1995 
to August 2024.  Past performance is no guarantee of future results.  Table is provided for illustrative purposes. 

 
8 Please see S&P U.S. Indices Methodology. 

9  Brzenk, Phillip and Wenli Bill Hao, “A Tale of Two Small-Cap Benchmarks: 10 Years Later,” S&P Dow Jones Indices, 2019. 

10  Brzenk, Phillip, Hamish Preston, and Aye Soe, “The S&P Composite 1500: An Efficient Measure of the U.S. Equity Market,” S&P Dow Jones 
Indices, 2020. 

https://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html
https://www.aqr.com/Insights/Datasets/Quality-Minus-Junk-Factors-Monthly
https://www.spglobal.com/spdji/en/documents/methodologies/methodology-sp-us-indices.pdf
https://www.spglobal.com/spdji/en/research/article/a-tale-of-two-small-cap-benchmarks-10-years-later/
https://www.indexologyblog.com/2020/06/01/the-sp-composite-1500-an-efficient-measure-of-the-u-s-market/
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Exhibit 10b: S&P SmallCap 600’s Significant Quality Tilt Helped Explain Its 
Outperformance over the MSCI USA Small Cap Index 

Index Coefficient Standard Error T-stat p-value 

S&P SmallCap 600 

Intercept -0.104 0.051 -2.031 0.043 

Market 1.021 0.014 73.792 0.000 

Size 0.866 0.021 41.855 0.000 

Value 0.340 0.015 22.550 0.000 

Quality 0.192 0.024 7.903 0.000 

MSCI USA Small Cap Index 

Intercept 0.043 0.057 0.761 0.447 

Market 1.006 0.015 65.656 0.000 

Size 0.709 0.023 30.982 0.000 

Value 0.223 0.017 13.360 0.000 

Quality -0.046 0.027 -1.726 0.085 

Source: S&P Dow Jones Indices LLC, FTSE Russell, MSCI, CRSP, FactSet, Ken French, AQR.  Fama-French Three-Factor Model (market, 
size and value factors) along with AQR’s Quality Minus Junk (quality factor) are used.  Regression based on monthly data from February 2001 
to August 2024.  The MSCI USA Small Cap Index was launched Jan.1, 2001.  Past performance is no guarantee of future results.  Table is 
provided for illustrative purposes and reflects hypothetical historical performance.  Please see the Performance Disclosure at the end of this 
document for more information regarding the inherent limitations associated with back-tested performance. 

Exhibit 10c: S&P SmallCap 600’s Significant Quality Tilt Helped Explain Its 
Outperformance over the CRSP US Small Cap 

Index Coefficient Standard Error T-stat p-value 

S&P SmallCap 600 

Intercept -0.057 0.064 -0.895 0.372 

Market 1.013 0.016 63.562 0.000 

Size 0.882 0.028 31.985 0.000 

Value 0.347 0.018 19.323 0.000 

Quality 0.171 0.029 5.855 0.000 

CRSP US Small Cap Index 

Intercept -0.067 0.073 -0.928 0.355 

Market 1.014 0.018 56.065 0.000 

Size 0.549 0.031 17.538 0.000 

Value 0.198 0.020 9.704 0.000 

Quality -0.066 0.033 -1.997 0.048 

Source: S&P Dow Jones Indices LLC, FTSE Russell, MSCI, CRSP, FactSet, Ken French, AQR.  Fama-French Three-Factor Model (market, 
size and value factors) along with AQR’s Quality Minus Junk (quality factor) are used.  Regression based on monthly data from April 2011 to 
August 2024.  Past performance is no guarantee of future results.  Table is provided for illustrative purposes 

https://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html
https://www.aqr.com/Insights/Datasets/Quality-Minus-Junk-Factors-Monthly
https://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html
https://www.aqr.com/Insights/Datasets/Quality-Minus-Junk-Factors-Monthly
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Another key element lies in the market capitalization thresholds.  Market participants may 

expect all small-cap indices to offer similar market capitalization levels, but the definitions of 

“small caps” can vary significantly.  Exhibit 11 shows that the Russell 2000 Index and CRSP 

US Small Cap Index have shown noticeable upward biases for their largest constituents 

compared to the S&P 600 over time.  Despite having similar index-weighted average market 

capitalizations, differences among small-cap indices have widened in recent years, especially 

skewed by some of the largest stocks. 

Exhibit 11: Historical Market Capitalization: Maximum versus Index-Weighted Average 

 
Source: S&P Dow Jones Indices LLC, FTSE Russell, CRSP, FactSet.  Data from Dec. 31, 2004, to Sept. 30, 2024.  Market capitalizations are 
based on quarter-end values in USD by FactSet.  The CRSP US Small Cap Index was launched April 1, 2011.  The iShares Russell 2000 ETF 
(IWM-US) is used as a proxy for the Russell 2000 Index.  The Vanguard Small Cap Index Fund (VB-US) is used as a proxy for the CRSP US 
Small Cap Index.  Indices do not account for management fees/expenses and it’s possible that the ETF does not necessarily include all 
components of the index as it may sample or optimize.  Past performance is no guarantee of future results.  Charts are provided for illustrative 
purposes and reflect hypothetical historical performance.  Please see the Performance Disclosure at the end of this document for more 
information regarding the inherent limitations associated with back-tested performance. 

While the S&P 600 reconstitutes as-needed throughout the year, other small-cap indices only 

reconstitute on an annual or quarterly basis, which may create a particularly pronounced 

drifting phenomenon when the largest constituents move into mid- or even large-cap territory 

between reconstitutions.  This could be significant for market participants who seek “pure” 

small-cap exposure.   

A prime example occurred earlier this year with Super Micro Computer (SMCI).  As the hype 

around artificial intelligence grew, SMCI’s market capitalization skyrocketed from around USD 

15 billion to more than USD 60 billion in less than two months.  On March 1, 2024,  S&P DJI 

announced that SMCI would move from the S&P MidCap 400 to the S&P 500, effective March 

18.11  However, SMCI remained in the Russell 2000 Index until its June reconstitution. 

 
11  See announcement from S&P Global on March 1, 2024. 
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https://www.ishares.com/us/products/239710/ishares-russell-2000-etf
https://www.ishares.com/us/products/239710/ishares-russell-2000-etf
https://advisors.vanguard.com/investments/products/vb/vanguard-small-cap-etf
https://press.spglobal.com/2024-03-01-Super-Micro-Computer-and-Deckers-Outdoor-Set-to-Join-S-P-500-Others-to-Join-S-P-100,-S-P-MidCap-400-and-S-P-SmallCap-600
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Exhibit 12 helps explain the underperformance of the S&P SmallCap 600 against the Russell 

2000 Index in H1 2024.  Most of the underperformance was led by the largest constituents in 

the Russell 2000 Index that were not included in the S&P SmallCap 600, while SMCI alone 

contributed about 50% of this underperformance. 

Exhibit 12: Russell 2000 Index Larger-Cap Bias Contributed to Outperformance H1 2024 
Market Cap 
(MC) 
Threshold 
(USD 
Millions) 

S&P SmallCap 600 iShares Russell 2000 ETF Attribution Analysis 

Average  
Weight 

Total  
Return 

Contribution 
to Return 

Average  
Weight 

Total  
Return 

Contribution  
To Return 

Allocation  
Effect 

Selection  
Effect 

Total  
Effect 

Total 100.00 -0.87 -0.87 100.00 1.72 1.72 0.04 -2.64 -2.59 

MC Quintile 
1: 2735.2 - 
15895.0 

52.29 1.30 0.70 55.43 5.19 2.85 -0.11 -1.95 -2.06 

Super Micro 
Computer 

- - - 1.53 188.24 1 -0.97 - -0.97 

MC Quintile 
2: 1403.4 - 
2731.8 

32.67 -2.01 -0.66 23.91 -0.38 -0.06 -0.19 -0.56 -0.75 

MC Quintile 
3: 710.9 - 
1398.3 

13.39 -4.85 -0.69 12.48 -4.99 -0.68 -0.06 0.02 -0.04 

MC Quintile 
4: 327.6 - 
707.2 

1.65 -11.61 -0.21 5.86 -2.89 -0.20 0.19 -0.15 0.04 

MC Quintile 
5: 21.2 - 
326.6 

-- -- -- 2.31 -7.34 -0.19 0.22 -- 0.22 

Source: S&P Dow Jones LLC, FTSE Russell, FactSet.  Data from Dec. 31, 2023, to June 30, 2024.  iShares Russell 2000 ETF (IWM-US) is 
used as a proxy for the Russell 2000 Index.  Indices do not account for management fees/expenses and it’s possible that the ETF does not 
necessarily include all components of the index as it may sample or optimize.  Quintiles are based on market capitalization at the end of 2023, 
ignoring the effect of companies where market cap data is not available in FactSet.  Past performance is no guarantee of future results.  Table 
is provided for illustrative purposes. 

The Active vs. Passive Debate in the U.S. Small-

Cap Segment 
It is a common misconception that active management performs better in small-cap territory, as 

data from our SPIVA® Scorecards has disproven this theory.  Exhibit 13 shows that active 

managers underperformed the S&P 600 in 15 out of the past 22 calendar years.  On average, 

approximately 60% of active managers failed to beat the S&P 600. 

However, fund managers managed to show stellar performance in H1 2024, with 85% of funds 

outperforming the S&P SmallCap 600.12  The concentration measure used in Exhibit 13 is the 

ratio of the index-weighted average market capitalization to the unweighted average market 

capitalization; the market concentration increases when the very largest stocks outperform and 

take up greater capitalization weights.  As shown in the Exhibit 13, active funds outperformed 

 
12 “SPIVA Global Mid-Year 2024 Scorecard,” S&P Dow Jones Indices, 2024. 

https://www.ishares.com/us/products/239710/ishares-russell-2000-etf
https://www.spglobal.com/spdji/en/research-insights/spiva/?utm_source=pdf_education
https://www.spglobal.com/spdji/en/spiva/article/spiva-global
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the S&P 600 the most in H1 2024, while the S&P 500 concentration reached its highest point 

since 2002.  Small-cap managers may have benefited from tilting their funds toward 

outperforming large-cap stocks during this period. 

Exhibit 13: H1 2024 Small-Cap Outperformance Was Stellar Compared to Past Years 

 
Source: S&P Dow Jones Indices LLC, “SPIVA Global Mid-Year 2024 Scorecard,” CRSP.  Data as of June 30, 2024.  Past performance is no 
guarantee of future results.  Chart is provided for illustrative purposes. 

Nevertheless, Exhibit 14 reveals that small-cap active managers have underperformed the 

S&P 600 over multiple time horizons.  For instance, around 60% of the active managers 

underperformed the S&P 600 over a 3-year period, while the underperformance rate increased 

to more than 90% in a 20-year period. 
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Exhibit 14: S&P 600 Outperformed Active Funds over Longer Time Horizons 

 

Source: S&P Dow Jones Indices LLC, CRSP.  Data as of Dec. 31, 2023.  Past performance is no guarantee of future results.  Chart is 
provided for illustrative purposes. 

Similar underperformance was observed across market capitalization spectrum and over 

multiple time horizons,13 showing that our SPIVA Scorecards can inform decisions about 

whether to use an active manager or invest in an index-based fund such as an ETF. 

Conclusion 
While the spotlight has often shone on mega-cap equities in recent years, the S&P SmallCap 

600 has established itself as a distinct and significant market segment both domestically and 

abroad. 

Over the past three decades, the S&P SmallCap 600’s historical outperformance relative to 

other small-cap indices underscores the importance of index construction.  The earnings 

screen criteria and its resultant quality tilt highlight why the S&P SmallCap 600 has traditionally 

been more challenging to surpass as a benchmark. 

 
13  “SPIVA U.S. Year-End 2023 Scorecard,” S&P Dow Jones Indices, 2024. 
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Performance Disclosure/Back-Tested Data 

The S&P 500 Top 50 Index was launched Nov. 30, 2015. All information presented prior to an index’s Launch Date is hypothetical (back-
tested), not actual performance. The back-test calculations are based on the same methodology that was in effect on the index Launch Date. 
However, when creating back-tested history for periods of market anomalies or other periods that do not reflect the general current market 
environment, index methodology rules may be relaxed to capture a large enough universe of securities to simulate the target market the index 
is designed to measure or strategy the index is designed to capture. For example, market capitalization and liquidity thresholds may be 
reduced. Complete index methodology details are available at www.spglobal.com/spdji. Past performance of the Index is not an indication of 
future results. Back-tested performance reflects application of an index methodology and selection of index constituents with the benefit of 
hindsight and knowledge of factors that may have positively affected its performance, cannot account for all financial risk that may affect 
results and may be considered to reflect survivor/look ahead bias. Actual returns may differ significantly from, and be lower than, back-tested 
returns. Past performance is not an indication or guarantee of future results. Please refer to the methodology for the Index for more details 
about the index, including the manner in which it is rebalanced, the timing of such rebalancing, criteria for additions and deletions, as well as 
all index calculations. Back-tested performance is for use with institutions only; not for use with retail investors. 

S&P Dow Jones Indices defines various dates to assist our clients in providing transparency. The First Value Date is the first day for which 
there is a calculated value (either live or back-tested) for a given index. The Base Date is the date at which the index is set to a fixed value for 
calculation purposes. The Launch Date designates the date when the values of an index are first considered live: index values provided for 
any date or time period prior to the index’s Launch Date are considered back-tested. S&P Dow Jones Indices defines the Launch Date as the 
date by which the values of an index are known to have been released to the public, for example via the company’s public website or its data 
feed to external parties. For Dow Jones-branded indices introduced prior to May 31, 2013, the Launch Date (which prior to May 31, 2013, was 
termed “Date of introduction”) is set at a date upon which no further changes were permitted to be made to the index methodology, but that 
may have been prior to the Index’s public release date. 

Typically, when S&P DJI creates back-tested index data, S&P DJI uses actual historical constituent-level data (e.g., historical price, market 
capitalization, and corporate action data) in its calculations. As ESG investing is still in early stages of development, certain datapoints used to 
calculate S&P DJI’s ESG indices may not be available for the entire desired period of back-tested history. The same data availability issue 
could be true for other indices as well. In cases when actual data is not available for all relevant historical periods, S&P DJI may employ a 
process of using “Backward Data Assumption” (or pulling back) of ESG data for the calculation of back-tested historical performance. 
“Backward Data Assumption” is a process that applies the earliest actual live data point available for an index constituent company to all prior 
historical instances in the index performance. For example, Backward Data Assumption inherently assumes that companies currently not 
involved in a specific business activity (also known as “product involvement”) were never involved historically and similarly also assumes that 
companies currently involved in a specific business activity were involved historically too. The Backward Data Assumption allows the 
hypothetical back-test to be extended over more historical years than would be feasible using only actual data. For more information on 
“Backward Data Assumption” please refer to the FAQ. The methodology and factsheets of any index that employs backward assumption in the 
back-tested history will explicitly state so. The methodology will include an Appendix with a table setting forth the specific data points and 
relevant time period for which backward projected data was used.  

Index returns shown do not represent the results of actual trading of investable assets/securities. S&P Dow Jones Indices maintains the index 
and calculates the index levels and performance shown or discussed but does not manage actual assets. Index returns do not reflect payment 
of any sales charges or fees an investor may pay to purchase the securities underlying the Index or investment funds that are intended to 
track the performance of the Index. The imposition of these fees and charges would cause actual and back-tested performance of the 
securities/fund to be lower than the Index performance shown. As a simple example, if an index returned 10% on a US $100,000 investment 
for a 12-month period (or US $10,000) and an actual asset-based fee of 1.5% was imposed at the end of the period on the investment plus 
accrued interest (or US $1,650), the net return would be 8.35% (or US $8,350) for the year. Over a three-year period, an annual 1.5% fee 
taken at year end with an assumed 10% return per year would result in a cumulative gross return of 33.10%, a total fee of US $5,375, and a 
cumulative net return of 27.2% (or US $27,200). 

https://www.spglobal.com/spdji/en?utm_source=pdf_education
https://www.spglobal.com/spdji/en/education/article/faq-esg-back-testing-backward-data-assumption-overview?utm_source=pdf_education
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General Disclaimer 

© 2024 S&P Dow Jones Indices. All rights reserved. S&P, S&P 500, SPX, SPY, The 500, US 500 , US 30, S&P 100, S&P COMPOSITE 1500, 
S&P 400, S&P MIDCAP 400, S&P 600, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND ARISTOCRATS, DIVIDEND 
MONARCHS, BUYBACK ARISTOCRATS, SELECT SECTOR, S&P MAESTRO, S&P PRISM, GICS, SPIVA, SPDR, INDEXOLOGY, iTraxx, 
iBoxx, ABX, ADBI, CDX, CMBX, MBX, MCDX, PRIMEX, HHPI and SOVX are trademarks of S&P Global, Inc. (“S&P Global”) or its affiliates. 
DOW JONES, DJIA, THE DOW and DOW JONES INDUSTRIAL AVERAGE are trademarks of Dow Jones Trademark Holdings LLC (“Dow 
Jones”). These trademarks together with others have been licensed to S&P Dow Jones Indices LLC. Redistribution or reproduction in whole or 
in part are prohibited without written permission of S&P Dow Jones Indices LLC. This document does not constitute an offer of services in 
jurisdictions where S&P Dow Jones Indices LLC, S&P Global, Dow Jones or their respective affiliates (collectively “S&P Dow Jones Indices”) do 
not have the necessary licenses. Except for certain custom index calculation services, 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 and providing custom calculation services. Past performance of an index is not an indication or guarantee 
of future results. 

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be 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. Index performance does not reflect trading costs, management fees or expenses. 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.  S&P 
Dow Jones Indices is not an investment adviser, commodity trading advisor, commodity pool operator, broker dealer, fiduciary, promoter” (as 
defined in the Investment Company Act of 1940, as amended), “expert” as enumerated within 15 U.S.C. § 77k(a) or tax advisor. Inclusion of a 
security, commodity, crypto currency or other asset within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold 
such security, commodity, crypto currency or other asset, nor is it considered to be investment advice or commodity trading 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 Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the independence 
and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have information that is not 
available to other business units. S&P Global 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. 

The Global Industry Classification Standard (GICS®) was developed by and is the exclusive property and a trademark of S&P and MSCI.  
Neither MSCI, S&P nor any other party involved in making or compiling any GICS classifications makes any express or implied warranties or 
representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties hereby 
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any 
of such standard or classification.  Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any third party 
involved in making or compiling any GICS classifications have any liability for any direct, indirect, special, punitive, consequential or any other 
damages (including lost profits) even if notified of the possibility of such damages. 

 


