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Follow the Leader
Recognizing an important indicator in today’s market

Presented by
Richard Golod
Director, Global Investment Strategies
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See last slide for important information.

Important Information

The views and opinions expressed are those of the speaker and are subject 
to change based on factors such as market and economic conditions. The 

th ’  i  d i i   t il  th  f I  d  t author’s views and opinions are not necessarily those of Invesco and are not 
guaranteed or warranted by Invesco. These views and opinions are not an 
offer to buy a particular security and should not be relied upon as investment 
advice. Past performance cannot guarantee comparable future results.
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Important Information

Performance quoted is past performance and cannot guarantee comparable future results; current 
performance may be higher or lower. 

Diversification does not guarantee a profit or protect against a loss.

The indexes shown do not include any expenses, fees or sales charges, which would lower performance. 
The indexes shown are unmanaged and should not be considered an investment.

An investment cannot be made directly in an index.

Investments with higher return potential carry greater risk for loss. 

Date ranges used in these reports are based on availability of data.

Investing in small companies involves greater risks not associated with investing in more established 
companies, such as business risk, significant stock price fluctuations and illiquidity. 

The value of equity investments are more volatile than the other securities; stocks are more volatile than 
corporate bonds, and Government bonds and Treasury Bills are guaranteed as to the timely payment of 
principal and interest, if held to maturity. 

Stocks of small and medium sized companies entail special risks  such as limited product lines  markets  

CE-GOLOD-PPT-1I  09.11 invesco.com/us
FOR U.S. INSTITUTIONAL INVESTOR USE ONLY —

NOT FOR USE WITH THE PUBLIC3

Stocks of small- and medium-sized companies entail special risks, such as limited product lines, markets, 
and financial resources, and greater market volatility than securities of larger, more established
companies.

Foreign securities have additional risks, including exchange rate changes, political and economic 
upheaval, the relative lack of information about these companies, relatively low market liquidity and the 
potential lack of strict financial and accounting controls and standards.

Investing in emerging markets involves greater risk than investing in more established markets such as 
risks relating to the relatively smaller size and lesser liquidity of these markets, high inflation rates, 
adverse political developments and lack of timely information. 

Index Definitions

An investment cannot be made directly in an index; these returns do not reflect any sales charges or fees that 
would be paid by an investor purchasing the securities they represent. Such costs would lower performance. Index 
returns assume reinvestment of all distributions

The S&P 500® Index is an unmanaged index considered representative of the U.S. stock market.

ECRI Weekly Leading Index is a high-frequency leading index of U.S. economic growth that directly addresses 
concerns about the freshness of data that forecasters have with existing leading indicators, including the well-
k  thl  I d  f L di  E i  I di t  (LEI)known monthly Index of Leading Economic Indicators (LEI).

The Conference Board Leading Economic Index is an American economic leading indicator intended to 
forecast future economic activity. 

ISM Manufacturers New Orders – Inventories Index is a monthly index released by the Institute of Supply 
Management which tracks the amount of manufacturing activity that occurred in the previous month.

The Russell 1000® Growth Index is an unmanaged index considered representative of large-cap growth stocks. 

The Russell 1000® Value Index is an unmanaged index considered representative of large-cap value stocks. 

The Russell 2000® Growth Index is an unmanaged index considered representative of small-cap growth stocks. 

The Russell 2000® Value Index is an unmanaged index considered representative of small-cap value stocks. 

The S&P 500/Citigroup Value Index is an unmanaged index considered representative of large-cap value 
stocks.
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The S&P 500/Citigroup Growth Index is an unmanaged index considered representative of large-cap growth 
stocks.

The MSCI AC World Index is an index considered representative of stock markets of developed and emerging 
markets.

The MSCI Emerging MarketsSM Index is an unmanaged index considered representative of stocks of developing 
countries.

The MSCI World IndexSM is an unmanaged index considered representative of stocks of developed countries.

The Russell Indices are trademarks/service marks of the Frank Russell Co. Russell® is a trademark of the 
Frank Russell Co. 
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ECRI Suggests the U.S. Economy is Slowing

Economic Cycle Research Institute (ECRI) % Change Weekly Leading Indicator
As of July 31, 2011
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6M actual change of ECRI Weekly Leading Index (%)

1Q % change of U.S. Real Gross Domestic Product (GDP)

Thomson Reuters Datastream; date range: past 10 years, ending July 31, 2011

Real GDP Historically Has Followed Leading Economic Indicators 
(LEI)
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1Y % change of The Conference Board LEI Index

2Q lead of 1Y % change of U.S. Real GDP

Source: Thomson Reuters Datastream; date range: past 10 years, ending July 31, 2011
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S&P 500 Earnings Historically Have Followed LEI 

Recession bands
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1Y % change of The Conference Board LEI Index

12M lead of 1Y % change of S&P 500 Earnings

Source: Thomson Reuters Datastream; date range: past 10 years, ending July 31, 2011

S&P 500 Index Historically Has Followed LEI
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Source: Thomson Reuters Datastream; date range: past 10 years, ending  July 31, 2011

1Y % change of The Conference Board LEI Index

1Y % change of S&P 500 Index
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LEI Historically Has Followed New Orders Minus Inventories Index

NRecession bands
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1Y % change of The Conference Board LEI Index

3M lag of (ISM Manufacturers New Orders Index – Inventories Index)

Source: Thomson Reuters Datastream; date range: past 10 years, ending  July 31, 2011

Equity Market Appears Undervalued

S&P 500 Median Trailing P/E in Different Inflationary Environments 
March 1958 to June 2011
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Year-Over-Year Core CPI Inflation

Sources: Bloomberg L.P., data as of June, 2011

Index performance is shown for illustrative purposes only. 
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Equity Markets Have Performed Well When Consumer 
Confidence is Low

Consumer Confidence Level
S&P 500 Index

Year-Over-Year Return (%) Years Positive (%)

<60 14.85 88

60–69 -0.24 50

70–79 7.06 80

80–89 14.76 84

90–99 8.99 71

100–109 9.65 78

110–119 10.38 63

120–129 19.53 80
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130–139 6.06 60

>140 -18.84 0

Median 9.65 72

Sources: Invesco, Bloomberg L.P. Analysis based on data from February 1967 to July 31, 2011. Date ranges used for this report are based on 
availability of data.

Index performance is shown for illustrative purposes only. An investment cannot be made directly 
in an index. Past performance cannot guarantee comparable future results.

LEI Historically Has Influenced Large-Cap Growth 
and Value Performance
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1Y % change of The Conference Board LEI Index

12M lag of (1Y % change of Russell 1000 Growth Index — 1Y % change of Russell 1000 Value Index)

Source: Thomson Reuters Datastream; date range: past 10 years, ending July 31, 2011
Past performance cannot guarantee future results
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Summary

• The Index of Leading Economic Indicators suggests:

— U.S. GDP growth will slow

— S&P 500 earnings growth rate will decline

— The S&P 500 index returns will also likely decline

— Large Cap stocks likely to outperform small cap stocks

— Non-cyclical sectors are likely to outperform cyclical sectors
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Non cyclical sectors are likely to outperform cyclical sectors
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Where to Invest?

Large-Cap Large-Cap Large Cap 
Growth

Large Cap 
Value

Small /
Mid-Cap
Value

Small /
Mid-Cap
Growth
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This is shown for illustrative purposes only and is not a recommendation. Investors should consider their time frame and all of their personal savings 
and investments, in addition to their assets and risk tolerance level. Financial professionals can help clients assess their individual situation before 
making any allocation decisions. Stocks of small- and medium-sized companies entail special risks, such as limited product lines, markets, and 
financial resources, and greater market volatility than securities of larger, more established companies.
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Is There a Predictable Pattern in Asset Class Outperformance?

Date SCG SCV LCV LCG
Dec-79 50.84 35.38 21.17 15.72
Dec-80 52.26 25.39 23.59 39.41
Dec-81 -9.24 0.15 -7.77 -14.10
Dec-82 20.98 28.52 21.04 22.03
Dec-83 20.13 38.64 28.89 16.23
Dec-84 -15.83 2.27 10.52 2.33
Dec-85 30.97 31.01 29.68 33.311

SCG = Russell 2000®

Growth Index
SCV = Russell 2000®

Value Index
LCV = S&P 500/ 
Citigroup Value Index
LCG = S&P 500/ 

Dec-86 3.58 7.41 21.67 14.49
Dec-87 -10.48 -7.11 3.68 6.50
Dec-88 20.37 29.47 21.68 11.951

Dec-89 20.17 12.43 26.13 36.40
Dec-90 -17.41 -21.78 -6.85 0.20
Dec-91 51.19 41.70 22.56 38.37
Dec-92 7.77 29.14 8.80 5.14
Dec-93 13.37 23.77 18.51 1.55
Dec-94 -2.43 -1.54 -0.63 3.131

Dec-95 31.04 25.75 36.99 38.12
Dec-96 11.26 21.37 21.99 23.97
Dec-97 12.95 31.79 29.99 36.52
Dec-98 1.23 -6.45 14.67 42.16
Dec-99 43.09 -1.49 12.73 28.25
Dec-00 -22.43 22.83 6.10 -22.07
Dec-01 -9.23 14.02 -11.72 -12.73

LCG  S&P 500/ 
Citigroup Growth Index

It is not possible to 
invest directly in an 
index and these returns 
do not reflect any sales 
charges or fees that 
would be paid by an 
investor purchasing 
the securities they 
represent. Such 
costs would lower 
performance. Index 
returns assume 
reinvestment of all 
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1 Outlier year
For illustrative purposes only. 
Source: Bloomberg L.P.

Dec-02 -30.26 -11.43 -20.87 -23.58
Dec-03 48.54 46.03 31.80 25.671

Dec-04 14.31 22.25 15.76 6.14
Dec-05 4.15 4.71 6.83 1.59
Dec-06 13.35 23.48 20.80 11.011

Dec-07 7.05 -9.61 2.05 9.08
Dec-08 -38.41 -28.56 -38.54 -34.651

Dec-09 34.28 20.04 20.50 31.19
Dec-10 28.96 24.23 14.86 14.88

reinvestment of all 
distributions. Past 
performance does 
not guarantee future 
results. Diversification 
does not guarantee a 
profit or protect against 
a loss.

Where to Invest?

Large-Cap Large-Cap Large Cap 
Growth

Large Cap 
Value

Small /
Mid-Cap
Value

Small /
Mid-Cap
Growth
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Opportunities Around the World
Market capitalization $52 trillion1

Europe JapanU.S.

Other
10%

24%

Emerging markets
14%

Japan
9%43%
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1 Source: MSCI 
See slide 19 for complete MSCI disclosure. Market capitalization total and regional percentages based on the MSCI AC World Index as of Dec. 31, 2010.
EPS data is from Thompson Financial/First Call consensus earnings estimates, as of Dec. 31, 2010. 

2009 EPS % 2010 EPS % 2011E EPS %

U.S. 1.75 29.27 21.00

Japan -161.00 236.00 9.41

Europe 7.13 41.91 48.48

Emerging Market 11.61 36.42 12.55

International Outlook Summary

• Europe
– Strong earnings and low valuations could offset slow growth
– Overleveraged banks likely to hinder future growth
– Strong currency reducing inflationary pressures from higher energy costs

• Japan
– Recent earthquake and radiation fallout will reduce growth
– Supply disruptions will further reduce competitiveness
– Strong currency and global slowdown a major headwind

E i  M k
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• Emerging Markets
– Tighter monetary conditions coming to an end
– Supportive valuations
– However, rising food and energy prices still an issue

18
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Important Information

Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI 
data makes any express or implied warranties or representations with respect to such data (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 data. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any any of such data. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any 
third party involved in or related to compiling, computing or creating the data 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. No further distribution or dissemination of the MSCI data is 
permitted without MSCI’s express written consent.
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Thank You
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CE-GOLOD-PPT-1I  09.11 Invesco Distributors, Inc.

Before investing, investors should carefully read the prospectus and/or summary 
prospectus and carefully consider the investment objectives, risks, charges and 
expenses. For this and more complete information about the fund(s), investors 
should ask their advisors for a prospectus/summary prospectus or visit 
invesco.com/fundprospectus.
Note: Not all products, materials and services available at all firms. Advisors, please 
contact your home office.
All data provided by Invesco unless otherwise noted.     9877


