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Student of the Market
April 2025

Source: Morningstar as of 3/31/25. Past performance is no guarantee of future results. Index performance is shown for illustrative purposes only. You cannot invest directly in an index.

2

Stocks
Bonds, and 
alternatives

Always a reason to sell stocks

Always a reason to 
sell stocks

Asymmetric capture ratio is the goal

Asymmetric capture 
ratio is the goal 

What to know about markets right now

What to know about 
markets right now

Bull market rebound

Golden age for alternatives?

Golden age for 
alternatives?

Stock market corrections

Stock market 
corrections

Insert title here

Performance broadens

Performance 
broadens

Investor sentiment

Investor sentiment

Bonds bounce back  in Q1

Bonds bounce back  
in Q1

iCRMH0425U/S-4398680-2/13



WHAT TO KNOW ABOUT MARKETS RIGHT NOW
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What a difference the start of the year makes
Q1 saw a significant reversal from 2024’s sharp outperformance as international equities took the lead

In Q1 2025, international stocks outperformed U.S. stocks by the largest 
margin (11.1%) since Q2 2002 (11.3%).

Did you 
know? 

25.0%

11.5%
14.4%

33.4%

3.8%
1.3%

-4.3%

-9.5%

2.1%

-9.5%

6.9%

2.8%

S&P 500 Small cap Large cap value Large cap growth Int'l Equity Bonds

2024 Q1 2025

Source: Bloomberg, data as of 3/31/25. All return figures are rounded. Small cap represented by  Russell 2000, Large cap value represented by Russell 1000 Value. Large cap growth represented by Russell 1000 Growth,  International Equity represented by 
MSCI EAFE, Bonds represented by Bloomberg US Agg Bond index.
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“Magnificent 7” trails in 2025
Apple, Alphabet, Microsoft, Amazon, Meta, Nvidia, and Tesla stock earnings are expected to outperform “the 
rest,” but with a narrower margin

PERFORMANCE BROADENS

Source: Bloomberg as of 3/31/25.  Stocks represented by the individual stocks of the S&P 500 Index, non-voting dual-class shares excluded. “Mag 7” refers to the “Magnificent 7” group of U.S. companies whose stocks drove the majority  share of returns for 
the S&P 500 in 2023 and 2024  and includes Amazon, Tesla, Alphabet, Meta, Apple, Nvidia and Microsoft.  Past performance does not guarantee or indicate future results.  Forward looking estimates may not come to pass. Index performance is for illustrative 
purposes only. You cannot invest directly in the index.

Mag-7 returns lag in Q1
Cumulative return, 1/1/2023 - 3/31/2025

269.4%

-15.7%

39.5%

-0.3%

2023-2024 YTD 2025

Mag 7 Other 493

24.8%

36.8%

15.0%

-4.0%

4.0%

8.0%

2023 2024 2025

Mag 7 Other 493

Earnings gap 
between the 

mag-7 and “the 
rest” is expected 

to narrow

Mag-7 earnings to normalize
Historical and 12-month forward earnings growth expectations of the 
magnificent 7 and other 493
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Buying when the stock market is down -10%
Market pullbacks offer a strong opportunity to invest and “buy the dip” while others seek to exit

STOCK MARKET CORRECTIONS

Median return following a -10% decline
Last 20 years, performance next 12 months

Stock market corrections >10% and bear markets
Last 20 years

Sources: BlackRock; Bloomberg as of 3/31/25. Stocks are representedby the S&P 500 price index, an unmanaged index that is generally considered representative of the U.S. stock market. “-10% declines” and “>10% corrections” refer to declines of that

Correction
>10%

Peak Through
Date 

crosses
-10%

Forward 
returns after 

crossing
-10%

Forward 
returns from 
the bottom 
(through)

next 12 
months

next 12 
months

-16.0% 4/23/10 7/2/10 5/20/10 24.4% 27.5%

-19.4% 4/29/11 10/3/11 8/4/11 15.9% 19.1%

-14.2% 5/21/15 2/11/16 8/24/15 14.9% 17.1%

-10.2% 1/26/18 2/8/18 2/8/18 11.4% 11.4%

-19.8% 9/20/18 12/24/18 11/23/18 25.8% 24.5%

-10.3% 7/31/23 10/27/23 10/27/23 35.2% 35.2%

-56.8% 10/9/07 3/9/09 11/26/07 -36.9% 64.0%

-33.9% 2/19/20 3/23/20 2/27/20 27.9% 61.9%

-25.4% 1/3/22 10/27/22 2/22/22 -7.3% 22.0%

-10.1% 2/19/25 3/13/25 3/13/25 ? ?

Median 15.9% 24.5%

15.9%

magnitude or more at any point within the given time frame. Past performance is no guarantee of future results. It is not possible to invest directly in an index.

5

24.5%

Returns following a
10% market decline

Returns from the 
market bottom (-10% 

or worse)
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Recent investor sentiment is very bearish
Historically, periods with high bearish sentiment have led to outsized performance

INVESTOR SENTIMENT

Top 10 bearish investor sentiment periods Performance following periods of top 10 bearish 
and bullish periods
Average annual returns if you had been invested when event occurred

5.9%

-3.2%

25.1%

-2.2%

Top 10 bearish
periods

Top 10 bullish
periods

Next 3 mo. Next 1 year

Date
Bearish 

sentiment 
(%)

Avg annual 
return

next 3 mo.

Avg annual 
return

next 1 yr.

3-5-09 70.3% 38.6% 70.5%

10-19-90 67.0% 7.3% 29.9%

8-31-90 61.0% 0.9% 26.9%

9-22-22 60.9% 2.2% 16.9%

10-9-08 60.8% -1.4% 20.9%

9-29-22 60.8% 6.2% 19.8%

2-27-25 60.6% ? ?

4-28-22 59.4% -4.6% -1.1%

6-23-22 59.3% -2.3% 16.6%

3-13-25 59.2% ? ?

Average 55.9% 5.9% 25.1%
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Sources: BlackRock; Morningstar, St. Louis Federal Reserve and AAII as of 3/31/25. Returns are represented by the S&P 500 Index, an unmanaged index that is generally considered representative of the U.S. stock market. Past performance is no guarantee of 
future results. It is not possible to invest directly in an index.
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There is always a reason to sell
Market pullbacks, corrections, and bear markets happen more often than most realize

ALWAYS A REASON TO SELL STOCKS

Growth of $100k and recent market and economic
headlines
12/31/08 - to 3/31/25

Investing at the worst times in
history
Average annual returns if you had been 
invested when event occurred, %

10.4

9.8

11.3

11.0

10.4

7.7

10.2

14.3

8.9

Avg since 1926

1929 Great
Depression

1940 World War 2

1973 Bear market

1987 Market crash

2000 Tech bubble 
bursts

2007 Global 
financial crisis

2020 Covid

2022 Inflation shock

U.S government
shutdown

Silicon Valley
Inflation Bank fails

shock, Fed

& ‘22 bear
market

Cryptocurrency
crashChinese stock

market crashRussian
financial crisis

Jan
6th

Initial
investment

$100k

Ending
value
$851k

Global financial crisis

BP oil spill shutdown

Bankruptcy
Taper tantrum

Flash crash

rate hikes
Covid bear market

& recession

Israel
Hamas war

Trade war

2 U.S. stock market
corrections

U.S. credit
Chrysler and GM downgrade

Russia takes Brexit Trump
Crimea Oil prices elected

plunge
U.S government

Afghan withdrawal

Russia invades Trump

Ukraine assassination
attempts

Obama
elected
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Source: BlackRock, Bloomberg as of 3/31/25. Investment returns are represented by the S&P 500 TR Index from 3/4/57 to 3/31/25 and the IA SBBI U.S. Lrg Stock TR USD Index from 1/1/26 to 3/4/57, an unmanaged pair of indexes that are generally 
considered representative of the U.S. stock market. Past performance is no guarantee of future results. It is not possible to invest directly in an index.
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Most of the upside, limiting the downside
Delivering an asymmetric capture ratio is the key to success but difficult to find

ASYMMETRIC CAPTURE RATIO IS THE GOAL

8

Very few asset classes and strategies deliver a 
good asymmetric capture trade-off                                          
Common inception date (11/11-3/25)

Hypothetical outcomes given various up and 
downside capture ratios
$100k invested, various bull and bear markets

Up Capture 
Ratio

Down Capture 
Ratio

S&P 500 Index 100 100

MSCI USA Min Vol Index 76 68

International stocks 78 108

Small stocks 99 129

Large blend funds 94 102

Large growth funds 102 109

Large value funds 88 100

Moderate allocation funds 60 69

$150K

$130K

$120K

$166K

$134K

$119K

$140K

$124K

$117K

Big bull & bear
market

(+200%,-50%)

Medium bull & bear
market

(+100%,-35%)

Small bull & bear
market

(+50%,-20%)

100% S&P 500 100%/100%

Good Up/Down Capture 76%/68%

Bad Up/Down Capure 93%/102%

Sources: BlackRock; Morningstar, St. Louis Federal Reserve as of 3/31/25. “International stocks” are represented by the MSCI EAFE NR Index. “Small stocks” are represented by the Russell 2000 TR Index. Fund categories are represented by their respective 
Morningstar fund category averages. Past performance is no guarantee of future results. It is not possible to invest directly in an index.
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Bonds finally zig when stocks zag in Q1
Stock-bond correlation finally eases off historic highs, after 3-year correlation dropped from 0.73 to 0.71

HISTORIC STOCK AND BOND CORRELATION EASES

Source:  Morningstar as of 3/31/25. Right side represented by the average return of 14 month where both stocks and bond indexes posted negative returns between 1/1/2021 – 2/28/2025, as shown on the left side. U.S. stocks are represented by the S&P 
500 TR Index, U.S. bonds represented by the Bloomberg U.S. Agg Bond TR Index, Equity market neutral represented by the Morningstar Equity Market Neutral category average, Multi-strategy represented by the Credit Suisse Multi-strategy Index and Global 
Macro represented Credit Suisse Global Macro index.  Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index. 9

Recently, when stocks have lost bonds have too…
Quarterly returns when stocks posted negative returns

Prior to Q1 ‘25, 
the last 4 

quarters stocks 
have lost money, 
bonds have lost 

as well. 

Quarter Bonds Stocks

Q1 2025 +2.8 -4.3

Q3 2023 -3.2 -3.3

Q3 2022 -4.8 -4.9

Q2 2022 -4.7 -16.1

Q1 2021 -5.9 -4.6

Q3 1981 -4.1 -10.2

Q2 1981 -0.3 -2.3

Q1 1980 -8.7 -4.1

Q4 1978 -1.4 -4.9

…while alternatives continue to be uncorrelated
Returns during periods of consecutive quarters where bonds and stocks 
were both negative

-7.2%

-4.7%

1.5% 1.5%

5.8%

The only other 
time in 

investing 
history that 

has occurred 
was 1978-

1981 
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Alternatives prove their worth 
Correlations to stocks haven’t been lower, returns haven’t been higher in last 5 years (opposite for bonds)

GOLDEN AGE FOR ALTERNATIVES?

10

Alternative correlations: lowest with stocks, 
highest with bonds in last 5 years
3-year rolling correlation with stocks

 

Alternative returns: never higher in the last 5 
years, while bonds have never been lower
3-year rolling average annual returns
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U.S. bonds Global macro

Multi-strategy Equity market neutral
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U.S. bonds Global macro

Multi-strategy Equity market neutral
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Source:  Morningstar as of 3/31/25. Right side represented by the 3-year rolling average return of U.S. bond and alternative indexes from April 2020 to March 2025. Left side represents 3-year rolling correlation of the same asset classes. Asset class 
representation is as follows: U.S. bonds represented by the Bloomberg U.S. Agg Bond TR Index,  Equity Market Neutral by the Morningstar Equity Market Neutral category average, Multi-strategy represented by the Credit Suisse Multi-strategy Index, and Global 
Macro represented Credit Suisse Global Macro index.   Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only. You cannot invest directly in the index.
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Student of the Market: April 2025
Returns as of 3/31/25 1 Year Return 5 Year Avg. Annual Return 10 Year Avg. Annual Return

S&P 500 TR USD 8.25 18.59 12.50

Russell 2000 TR USD -4.01 13.27 6.30

Russell 1000 Value TR USD 7.18 16.15 8.79

Russell 1000 Growth TR USD 7.76 20.09 15.12

MSCI EAFE NR USD 4.88 11.77 5.40

Bloomberg US Agg Bond TR USD 4.88 -0.40 1.46

S&P 500 PR 6.80 16.77 10.50

IA SBBI US Large Stock TR USD Ext 8.25 18.59 12.50

MSCI USA Minimum Volatility (USD) NR USD 13.44 12.97 10.04

US Fund Large Blend 15.53 15.31 11.46

US Fund Large Growth 16.63 16.29 13.45

US Fund Large Value 15.16 13.08 9.06

US Fund Moderate Allocation 11.03 8.33 6.55

Credit Suisse Equity Market Neutral USD 8.40 5.74 2.99

Credit Suisse Global Macro USD 6.35 7.42 4.73

Credit Suisse Multi-Strategy USD 8.03 6.65 5.17

US Fund Equity Market Neutral 6.82 6.20 3.48

Index Definitions:
• The S&P 500 TR Index is an unmanaged index that is generally considered representative of the U.S. stock market on a total return basis. Included are the largest 500 stocks by market cap.
• The Russell 2000 TR Index is an unmanaged index that is generally considered representative of the 2,000 largest stocks in the entire U.S. stock market on a total return basis.
• The Russell 1000 Value TR Index is an unmanaged index that is generally considered representative of the stocks within the 1,000 largest stocks in the entire U.S. stock market that have lower 

valuations than the index average, on a total return basis.
• The Russell 1000 Growth TR Index is an unmanaged index that is generally considered representative of the stocks within the 1,000 largest stocks in the entire U.S. stock market that have 

higher valuations than the index average, on a total return basis.
•  The MSCI EAFE NR Index is an unmanaged index that is generally considered representative of International Developed Markets (ex-U.S.) stocks on a net return basis.
• The Bloomberg U.S. Agg Bond TR Index is an unmanaged index that is generally considered representative of the U.S. bond market on a total return basis.
• The S&P 500 PR Index is an unmanaged index that is generally considered representative of the U.S. stock market on a price return basis. Included are the largest 500 stocks by market cap.
• The IA SBBI IT US Large Stock TR Index is an unmanaged index that is generally considered representative of the historical U.S. stock market on a price return basis prior to the inception of the 

S&P 500 TR Index in 1970.
• The MSCI USA Minimum Volatility NR Index is an unmanaged index that is generally considered representative of U.S. stocks defined  by the “minimum volatiltiy” factor on a net return basis.
• US Fund Large Blend is an average of funds within the US Fund Large Blend category as defined by Morningstar.
• US Fund Large Growth is an average of funds within the US Fund Large Growth category as defined by Morningstar.
• US Fund Large Value is an average of funds within the US Fund Large Value category as defined by Morningstar.
• US Fund Moderate Allocation is an average of funds within the US Fund Moderate Allocation category as defined by Morningstar.
• Long/short equity funds typically invest in both long and short sides of equity markets, generally focusing on diversifying or hedging across particular sectors, regions or market 

capitalizations. Managers typically have the flexibility to shift from value to growth; small to medium to large capitalization stocks; and net long to net short. Managers can also trade equity 
futures and options as well as equity related securities and debt or build portfolios that are more concentrated than traditional long-only equity funds.

• The Credit Suisse Global Macro Index is a subset of the Credit Suisse Hedge Fund Index that measures the aggregate performance of global macro funds. Global macro funds typically focus 
on identifying extreme price valuations and leverage is often applied on the anticipated price movements in equity, currency, interest rate and commodity markets. Managers typically employ a 
top-down global approach to concentrate on forecasting how political trends and global macroeconomic events affect the valuation of financial instruments. Profits can be made by correctly 
anticipating price movements in global markets and having the flexibility to use a broad investment mandate, with the ability to hold positions in practically any market with any instrument. 

This information is derived from sources that are considered reliable, but BlackRock does not guarantee the veracity, currency, completeness or accuracy of this information.
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Student of the Market: April 2025
Index Definitions (cont.):
• The Credit Suisse Multi-Strategy Index is a subset of the Credit Suisse Hedge Fund Index that measures the aggregate performance of multi-strategy funds. Multi-strategy funds typically are 

characterized by their ability to allocate capital based on perceived opportunities among several hedge fund strategies. Through the diversification of capital, managers seek to deliver 
consistently positive returns regardless of the directional movement in equity, interest rate or currency markets. The added diversification benefits may reduce the risk profile and help to 
smooth returns, reduce volatility and decrease asset-class and single-strategy risks. Strategies adopted in a multi-strategy fund may include, but are not limited to, convertible bond arbitrage, 
equity long/short, statistical arbitrage and merger arbitrage.

• US Fund Equity Market Neutral is an average of funds within the US Fund Equity Market Neutral category as defined by Morningstar.
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Investing involves risk, including possible loss of principal.

This material is provided for educational purposes only and is not intended to constitute investment advice or an investment recommendation within the meaning of federal, state or local 
law. You are solely responsible for evaluating and acting upon the education and information contained in this material. BlackRock will not be liable for direct or incidental loss resulting from 
applying any of the information obtained from these materials or from any other source mentioned. BlackRock does not render any legal, tax or accounting advice and the education and 
information contained in this material should not be construed as such. Please consult with a qualified professional for these types of advice.

Index performance is for illustrative purposes only. Index performance does not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest 
directly in an index. Past performance does not guarantee future results.

Prepared by BlackRock Investments, LLC, member FINRA.

© 2025 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK is a trademark of BlackRock, Inc. or its affiliates. All other trademarks are those of their respective owners.
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Important information
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