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Fig 1: Investors buying 2024 small-cap improvements today 
 

Russell 2000 v. S&P 500: Fundamental Outlook 
 

 

 

Source: Furey Research Partners, FactSet, Mill Creek. 
 

As we have previously written, small-cap valuations are attractive relative to their history and relative to large-
cap stocks. Still, investors have flocked back to mega-cap technology stocks in 2023, widening that valuation 
differential. Attractive valuations in isolation are not a good timing tool, but they are a pre-condition for 
improved small-cap performance in both relative and absolute terms. We believe future relative 
outperformance will be predicated upon faster earnings growth and the lagging performance of mega-cap 
stocks. 
  
Small-cap earnings have collapsed in 2023 as bank earnings rolled over during the March failures, but this 
potentially sets up a period of easy comparisons in 2024. As economic data has continued to come in better 
than expected, growth continues albeit at a slower pace. It seems investors may already be looking through 
the slowdown and buying the improved outlook for 2024. Technical factors suggest investor sentiment may 
shift as the Russell 2000 has traded through its 200-day moving average. 
  
Mega-cap stocks have accounted for virtually all of the broad market’s performance in 2023, and this has once 
again become a crowded trade driven by AI excitement and recession worries. These stocks are not cheap, and 
their period of exceptional growth may be behind them, making them vulnerable to a shift in investor 
sentiment. Historically large cap cycles have peaked when mega-caps become crowded. According to Furey 
Research, April 1973 and March 2000 marked inflection points in the relative performance of small-cap stocks 
versus large-cap stocks as crowding peaked. After over a decade of underperformance, we believe the setup 
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for small-cap stocks is compelling and therefore continue to recommend an allocation within a globally 
diversified equity portfolio.  

 

  
QUICK LINKS 

 

• June Update: A Pause on the Horizon 
• Concentration Conundrum 
• Relative Strength of the Tech Sector May Wane as the Year Continues 

 

 

DISCLOSURES & IMPORTANT INFORMATION 
 

Any views expressed above represent the opinions of Mill Creek Capital Advisers ("MCCA") and are not intended 
as a forecast or guarantee of future results. This information is for educational purposes only. It is not intended 
to provide, and should not be relied upon for, particular investment advice. This publication has been prepared 
by MCCA. The publication is provided for information purposes only. The information contained in this 
publication has been obtained from sources that MCCA believes to be reliable, but MCCA does not represent or 
warrant that it is accurate or complete. The views in this publication are those of MCCA and are subject to 
change, and MCCA has no obligation to update its opinions or the information in this publication. While MCCA 
has obtained information believed to be reliable, MCCA, nor any of their respective officers, partners, or 
employees accepts any liability whatsoever for any direct or consequential loss arising from any use of this 
publication or its contents. 
 
© 2023 All rights reserved. Trademarks “Mill Creek,” “Mill Creek Capital” and “Mill Creek Capital Advisors” are 
the exclusive property of Mill Creek Capital Advisors, LLC, are registered in the U.S. Patent and Trademark Office, 
and may not be used without written permission. 

  

 
 
  

https://www.millcreekcap.com/wp-content/uploads/2023/06/June-Update-A-Pause-on-the-Horizon.pdf
https://www.millcreekcap.com/wp-content/uploads/2023/05/Concentration-Conundrum-5.30.23-1.pdf
https://www.millcreekcap.com/wp-content/uploads/2023/05/Relative-Strength-of-the-Tech-Sector-May-Wane-as-the-Year-Continues-5.8.23.pdf

