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The Gold Rush

The below article is from the March 15th, 1848 publication of The Californian 
announcing the discovery of gold at Sutter’s Mill. Two months later, the paper had to 
shutdown because its entire staff had left to prospect for gold. Two years later, the 
population of San Francisco had swelled from 1,000 residents to more than 20,000.1 
Fast forward about 150 years to the first quarter of 2016 and another gold rush of 
sorts appeared to be underway…

Source: California Digital Newspaper Collection

A flight to more traditional assets, following sharp declines for US equity markets 
during the first half of the first quarter, pushed the price of gold up as flows into 
gold-related products rose.2 Within capitalization categories, the Russell 2000® 
Index (small) and the Russell Microcap Index, experienced the most significant of the 
declines. Through February 11th the Russell 2000 Index was down almost 16% for 
the year. In glittering contrast, gold was up 17.5% over the same time period! Indeed, 

February 11th proved to be an inflection point for the first quarter, as oil prices staged 
something of a recovery, and small caps as represented by the Russell 2000 Index 
responded with a rally of their own, with the index increasing 14.9% through the rest 
of the quarter. With small caps coming rapidly back into favor, gold fell 1.1% from 
February 12th through March 31st.

Performance divergence between small cap and gold is captured in the performance 
of ETFs tracking these two asset classes during the quarter. According to XTF.com, 
through February, US listed gold related ETFs had strong inflows along with Fixed 
Income and Commodities asset classes — attracting $6.5 billion. Small cap related 
ETFs saw outflows of more than $3.5 billion over the first two months of the quarter. In 
response to the apparent change in market conditions, flows followed performance, 
reversing trend in March. 

The price of gold marked the inflection point for the Russell 2000 Index in the 
first quarter

Market Recap Commentary – First Quarter 2016

1 http://ocp.hul.harvard.edu/immigration/goldrush.html 
2 http://www.globalinvestormagazine.com/Article/3537717/Gold-ETF-flows-hit-record-in-Feb.html

(continued)
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Sources: Bloomberg and FTSE Russell as of March 31, 2016. Past performance is no guarantee of future results. Please 
see important legal disclosures at the end of this report.
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The inverse relationship between the performance of gold and the Russell 2000 Index 
observed in the first quarter of 2016 is not unique. Indeed going back to the year 
2000, the performance of gold and the Russell 2000 Index have often been reliable 
predictors of the likelihood that the other will rise or fall. This makes intuitive sense, as 
the Russell 2000 Index represents more volatile small cap companies which tend to 
perform well in risk-taking environments; whereas gold tends to get the most interest 
during risk-averting periods in the market. In an era of correlation convergence 
where diversifying returns patterns can be hard to find, the generally low correlation 
between gold and Russell 2000 Index performance is notable — a modest 0.68 with an 
r-squared 0.47 (meaning less than half the performance of the Russell 2000 Index can 
be explained by the performance of gold).3 

As can been seen below using 36-month rolling returns, the performance of gold 
and the Russell 2000 Index have cycled through alternating periods of leadership. As 
we would expect, the percentage returns of the Russell 2000 Index were lower than 
the performance of gold during the post tech bubble period of the early 2000’s and 
for an extended period around the financial crisis. But, the return of the Russell 2000 
Index improved in each of the recoveries that followed, and its recovery has continued 
through the latest US economic expansion. As illustrated below, recent patterns of 
returns may be suggestive that another change in the relative performance of gold 
and US small cap asset classes could be underway, particularly should small caps 
experience more volatility than investors have been accustomed to in recent years.

The Russell 2000 Index and gold have experienced cycles of leadership historically

Small caps almost recover early losses, but still lag large caps
Despite the flourish that ended the first quarter, small cap stocks as measured by the 
Russell 2000 Index weren’t able to fully recoup significant early losses. The Russell 
2000 Index finished the first quarter down -1.5%, and the Russell Microcap Index 
was down -5.4% — the lowest among all market cap size segments. Large caps, as 
represented by the Russell 1000 Index, fared better, with the index returning 1.2% for 
the quarter. Mid-sized companies within the Russell 1000® Index lifted performance 
overall — the Russell Midcap Index returned 2.2% as compared to the Russell Top 200® 
Index of mega cap companies’ return of 0.7%. (Together the constituents of the 
Russell Midcap Index and the Russell Top 200 Index make up the Russell 1000 Index). 

Although the beginning of the first quarter was a challenging environment for small 
caps, it was neither the take-no-prisoners sell off that we observed in the third quarter 
of 2015, nor the mega cap led snap-back in the fourth quarter of 2015. In fact, market 
cap results were not as straightforward as often seen, where a clear directional pull 
towards large or small cap extremes will place mid cap somewhere in the middle. With 
the Russell Midcap Index recording higher returns than all size-segments, and the 
Russell 2000 Index performing higher than the Russell Microcap Index by almost 400 
basis points, the market appeared more probing and selective. For a look back at small 
cap performance during the fourth quarter of 2015 please refer to our past Small Cap 
Perspectives [ftserussell.com/Blog/Benchmarks and the bully pulpit].

The Russell 2000 style indexes also offer a helpful tool in analyzing market momentum, 
as value indexes performed 6.4 percentage points higher than growth in the quarter. 
This margin was the largest quarterly outperformance by value since late 2006 when 
the cracks in the US housing market that would eventually lead to the financial crisis 
began to show. Related to style, the Russell 2000® Defensive Index — a stability index 

— posted an even higher return than value, at 2.6% for the quarter as compared to the 
-6.2% of its Russell 2000® Dynamic Index counterpart. We continue to watch the style 

and stability segments to determine whether the strong outperformance for both 
value and defensive stocks in the first quarter is the beginning of the end of the long 
growth cycle that has been in place since 2011. 

Is volatility here to stay?
Since the third quarter of 2015 volatility has returned to the market with an intensity 
not seen since the financial crisis. The recovery period featured an interventionist 
and accommodating Fed policy regime that may have lulled the market to sleep. From 

Market recap commentary (continued)

3 Calculated based on the monthly returns for gold and the Russell 2000 Index from January 2000 through March 2016.
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(continued)

Sources: Bloomberg and FTSE Russell as of March 31, 2016. Past performance is no guarantee of future results. Please 
see important legal disclosures at the end of this report.

http://ftserussell.com/Blog/Benchmarks and the bully pulpit
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January 2012 through June 2015 (14 quarters), the average daily move was +0.72% 
with a standard deviation of 0.96%. Over that same time period the average daily 
down market return was -0.76% and the average daily up market return was +0.74%. 
The period from July 2015 through the end of the March 2016 (3 quarters) offered 
many contrasts. The average daily return was -0.05% with a standard deviation of 
1.3%. The average daily down market return was -1.04%, and the average daily up 
market return was +1.0%.* 

The CBOE’s Russell 2000 Volatility Index (RVX) of implied volatility shows a similar 
divergence since last summer. Using the same two time periods, January 2012 
through June 2015 and July 2015 through March 2016, we can see a meaningful uptick 
in volatility. The average value of the RVX in the June 2015 ending period was 19.9 
and maximum and minimum values of 33.5 and 13.7, respectively. The nine months 
ending March 2016 saw the average value of the RVX increased to 21.7 along with the 
maximum and minimum values, which moved to 39.6 and 14.1.**

The post-June 2015 environment has been dominated by macro themes like China, oil, 
Fed policy, Brexit and the US Presidential election. The probabilities of outcomes and 
their impacts on market are especially hard to determine for these expansive issues, 
likely contributing to the lurching nature of returns in the market. And when macro 
concerns are not resolved, equity valuations will be in focus. After an extended period 
of growth, investors are trying to determine whether stocks can continue to support 
higher multiples. All of this taken together adds up to uncertainty that often has 
translated into higher volatility — we are monitoring to see if this becomes a defining 
market condition of 2016.

Mixed signals from the Fed may be adding to the market’s trepidation
The Fed began what was described as a process of ‘normalization’ by raising the target 
Federal Funds Rate (FFR) at the December 2015 Federal Open Market Committee 
meeting. However, in the first quarter the Fed twice passed on further increases to 
the FFR. In December, The Fed used the term ‘balanced’ to describe the risk outlook 
for the US economy. This language was missing in 2016, which led some to question 

whether the risk outlook had become tilted to the downside, prompting the continued 
accommodative position on interest rates.4 

Although committee member Eric Rosengren voted in favor of maintaining the 
FFR at the March 2016 meeting, he made what the market interpreted as hawkish 
remarks in a subsequent speech at Central Connecticut State University. In that 
speech Rosengren warned that ultra-low unemployment rates could cause outsized 
inflation that would demand an aggressive response from the Fed.5 In Fed Chairman 
Yellen’s remarks she seemed willing to risk such a scenario in order to promote wage 
growth and reduce involuntary part-time employment. Other Fed members sounded 
more hawkish in the final weeks of March — perhaps emboldened by the strong rally 
in equities.

 “In a 2015 we published a research piece that examined the Russell 2000 Index in 
rising interest rate environments [ftserussell.com/Research & Insights/The Russell 
2000 Index in a rising interest rate environment – Evidence from past cycles]. 
As shown below, we found that the past three cycles of interest rate hikes have 
coincided with inflection points in market volatility. It appears that, per the higher 
volatility experienced since the second half of 2015, history may be repeating itself.” 

— Mat Lystra, Senior Research Analyst at FTSE Russell. 

Market recap commentary (continued)

* Source: FTSE Russell, data as of December 31, 2015. Past performance is no guarantee of future results. Please see important legal disclosures at the end of this report.

** Source: CBOE. CBOE®, Chicago Board Options Exchange®, CBOE Volatility Index®, and VIX® are registered trademarks of Chicago Board Options Exchange, Incorporated (CBOE). RVX is a service mark of CBOE. The Russell 2000 Index is a 
registered trademark of The Frank Russell Company, used under license. This data is believed to be correct but CBOE does not guarantee the accuracy of the data and will not be held liable for consequences of its use.
4 Source: https://www.federalreserve.gov/mediacenter/files/FOMCpresconf20160316.pdf
5 Robb, G. (2016). Fed’s Rosengren sees risk that unemployment rate could fall too far, too fast. MarketWatch, accessed on April 18, 2016 at: http://www.marketwatch.com/story/feds-rosengren-sees-risk-that-unemployment-rate-could-fall-
too-far-too-fast-2016-04-18

(continued)

ftserussell.com/Research & Insights/The Russell 2000 Index in a rising interest rate environment – Evidence from past cycles
ftserussell.com/Research & Insights/The Russell 2000 Index in a rising interest rate environment – Evidence from past cycles
https://www.federalreserve.gov/mediacenter/files/FOMCpresconf20160316.pdf
 http://www.marketwatch.com/story/feds-rosengren-sees-risk-that-unemployment-rate-could-fall-too-far-too-fast-2016-04-18
 http://www.marketwatch.com/story/feds-rosengren-sees-risk-that-unemployment-rate-could-fall-too-far-too-fast-2016-04-18
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Past Fed tightening cycles have coincided with changes in market volatility

Russell 2000 Index Period of Fed rate hikesRussell 1000 Index
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Bottom line
The first quarter of 2016 was defined by February 11th, which divided a miserable 
start and an ascendant finish. The Russell 2000 Index ultimately posted lower returns 
than the Russell 1000 Index for the quarter, but finished stronger post-February 11th, 
returning 14.9% versus 11.4%. Heightened volatility has characterized the lead up 
and beginning of the Fed’s tightening cycle, which could worsen if the market senses 
ambiguity about the risk outlook going forward. Worries over a hard fall for China’s 
economy and currency appear to have subsided, and emerging markets led by Brazil 
surged along with the US market in March [ftserussell.com/Blog/Index IDEA: Brazilian 
equities lead March rise for emerging markets]. Oil prices seemed to settle into a 
range around $40 a barrel by the end of the first quarter which appeared to help calm 
the market, at least temporarily. 

Market recap commentary (continued)

(continued)

Sources: U.S. Federal Reserve and FTSE Russell, data as of March 31, 2016. Past performance is no guarantee of future 
results. Please see important legal disclosures at the end of this report.

ftserussell.com/Blog/Index IDEA: Brazilian equities lead March rise for emerging markets
ftserussell.com/Blog/Index IDEA: Brazilian equities lead March rise for emerging markets
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Market performance

Size
 • The sharp drop in equities from the start of the year through February 11th impacted 

the Russell 2000 and Russell Microcap Indexes most significantly. The Russell 2000 
Index’s downside velocity was greater than that of the Russell 1000 Index, falling 
approximately 16% versus 10.9%. The Russell Microcap Index fell 17.5% over the 
same initial 5-week period. However, from February 12th through the end of the 
quarter the Russell 2000 Index returned 14.9% as compared to 12.7% for the Russell 
Microcap Index and 11.4% for the Russell 1000 Index. This sharp turnaround for the 
Russell 2000 Index reaffirms its usefulness as a gauge of market sentiment and the 
potential effect of diversified allocations within US equity (see Exhibit 1). 

 • Looking beyond small cap to the other size segments we observe the Russell 
Midcap Index recorded the highest performance for the quarter — returning 
2.2%. Somewhat uncharacteristically the Russell Top 200 Index of mega cap 
companies was not the driving force behind the return of the Russell 1000 Index in 
the first quarter. In recent quarters the Russell Top 200 Index has been the highest 
performing size segment, returning 2.6% in the last 12 months — 6.6 percentage 
points greater than the next non-overlapping segment. 

Style
 • Growth stocks as measured by the Russell 2000 Growth Index were undeniably 

out of favor during the first quarter. The Russell 2000 Growth Index ended March 
down -4.7%, conversely the Russell 2000 Value Index posted a positive return of 
1.7%. The substantial underperformance by growth (6.4 percentage points) was 
the lowest quarterly finish for growth stocks since the lead up to the sub-prime 
meltdown in 2006. After a long cycle of leadership for growth extending back to 
2011, negative returns in the third quarter of 2015, and now again in the first quarter 
of 2016 have the Russell 2000 Growth Index trailing the Russell 2000 Value Index by 
4.1% on a relative basis over the last 12 months (see Exhibit 2).

 • Defensive-oriented stocks as measured by the Russell 2000 Defensive Index 
benefitted from the swings in the market during the quarter. The Russell 2000 
Defensive Index returned 2.6% to the Russell 2000 Dynamic Index’s -6.2% — an 
outperformance of 8.8 percentage points. Large cap defensive stocks also did well 
on a relative basis as demonstrated by the Russell 1000 Defensive Index, which rose 
3.7% compared with the Russell 1000 Dynamic Index’s -1.5%.

FTSE Russell considers style along three dimensions: size, valuation and stability. The size dimension includes 
large cap and small cap as defined by market capitalization. Valuation includes growth and value measures. 
Stability provides a risk dimension to style by assessing a variety of factors related to quality and volatility 
exposures. Stability includes dynamic (companies with greater economic sensitivity and more variable earnings 
profiles) and defensive (companies with less economic sensitivity and more stable earnings profiles). For more 
information on Russell’s style definitions, please refer to the complete methodology document: Russell US Equity 
Indexes available at ftserussell.com.

Exhibit 1: Market Cap Performance
Total Return (%) (as of 3/31/2016)

2016
1st qtr 4th qtr

2015 
3rd qtr 2nd qtr 12 Mos

Russell 3000® Index 1.0 6.3 -7.3 0.1 -0.3

Russell Top 200® Index 0.7 7.7 -6.3 0.9 2.6

Russell 1000® Index 1.2 6.5 -6.8 0.1 0.5

Russell Midcap® Index 2.2 3.6 -8.0 -1.5 -4.0

Russell 2000® Index -1.5 3.6 -11.9 0.4 -9.8

Russell Microcap® Index -5.4 3.7 -13.8 2.8 -13.0

Exhibit 2: Style Performance
Total Return (%) (as of 3/31/2016)

2016
1st qtr

2015
4th qtr 3rd qtr 2nd qtr 12 Mos

Russell 1000 Growth Index 0.7 7.3 -5.3 0.1 2.5

Russell 2000 Growth Index -4.7 4.3 -13.1 2.0 -11.8

Russell 1000 Value Index 1.6 5.6 -8.4 0.1 -1.5

Russell 2000 Value Index 1.7 2.9 -10.7 -1.2 -7.7

Russell 1000 Defensive Index 3.7 6.8 -3.6 -0.9 5.8

Russell 2000 Defensive Index 2.6 3.5 -6.5 0.0 -0.7

Russell 1000 Dynamic Index -1.5 6.2 -10.0 1.1 -4.8

Russell 2000 Dynamic Index -6.2 3.7 -17.4 0.9 -18.9

Source: FTSE Russell, data as of March 31, 2016. Past performance is no guarantee of future results. Please see important legal disclosures at the end of this report.
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Small cap performance analysis 

 • First quarter return trends for the Russell 2000 Index were aligned with pre and post 
February 11th market conditions. Through February 11th there were 18 days of 
negative returns (out of 28) — the average down market daily return was -1.5%, and the 
average up market daily return was 1.1%. From February 12th through the end of the 
quarter there were 10 days of negative returns (out of 33) — the average down market 
daily return was -0.9%, and the average up market daily return was 1.1%. In-line with 
these results the average return through February 11th was -0.6%, for the rest of the 
quarter the average daily return was 0.5%. 

 • On a cumulative basis, the Russell 2000 Index has advanced approximately 257.7% 
since the financial crisis trough on March 9, 2009, but is down -10.6% since its previous 
peak in June 2015. The most recent peak for the Russell 2000 Index was 64.4% higher 
than the last pre-recession peak (see Exhibit 5).

RUSSELL 2000 INDEX RUSSELL 1000 INDEX
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Exhibit 4: 12-Month Rolling Returns 
Total Return (%) – 10 Years (as of 3/31/2016)

Annualized

1st Qtr YTD 1 Yr 3 Yr 5 Yr 10 Yr 2010 2011 2012 2013 2014 2015

Russell 2000 Index -1.52 -1.52 -9.76 6.84 7.20 5.26 26.85 -4.18 16.35 38.82 4.89 -4.41

Russell 1000 Index 1.17 1.17 0.50 11.52 11.35 7.06 16.10 1.50 16.42 33.11 13.24 0.92

Exhibit 6: Performance
Total Return (%) (as of 3/31/2016)

Exhibit 5: Russell 2000 Index Price Performance
(January 2007 – December 2015)

Total Return 
Trough to Present 
Since 03/09/2009 

 +257.7 %

Total Return 
Since Recent Peak 
Since 06/15/2015 

 -10.6%

Source: FTSE Russell, data as of March 31, 2016. Past performance is no guarantee of future results. Please see important legal disclosures at the end of this report.

Total Return 
Pre Recession Peak 

to Peak 
07/13/2007– 
06/15/2015 

+64.4%
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Exhibit 3: Russell 2000 Index Price Performance
Total Return (January 2013 – March 2016) 
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+4.9%
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Exhibit 7: Russell Index Style Performance
Total Return (%) (as of  3/31/2016)
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Exhibit 8: Performance – Growth of a unit
Total Return (%) – 10 Years (as of 3/31/2016)

Relative returns analysis 

 • Small cap stocks bounced back from their steep initial losses, resulting in the Russell 
2000 Index finishing the quarter down -1.5%. The Russell 2000 Index has split the last 
four quarters between positive and negative performance, but is down overall for the 
last 12 months [-9.8%].

 • Large cap growth as measured by the Russell 1000 Growth Index [+0.74] was higher 
than the Russell 2000 Growth Index [-4.68%]. The opposite was true in the value 
segment as the Russell 2000 Value Index [+1.7%] finished higher than the Russell 
1000 Value Index by 6 basis points [+1.64%] and for all of 2015 [-7.5%]. Growth and 
value have been trading outperformance quarter-to-quarter recently, but value has 
outperformed growth overall for the last 12 months (see Exhibit 7).

 • When measuring the change in index value over ten years, large caps, as 
represented by the Russell 1000 index have been higher than small caps, as 
represented by the Russell 2000 Index (see Exhibit 8).

1Q 2016

Value Core Growth

Large 
(1000)

1.64 1.17 0.74

Mid 3.92 2.25 0.58

Small 
(2000)

1.70 -1.52 -4.68

2015

Value Core Growth

Large 
(1000)

-3.83 0.92 5.67

Mid -4.78 -2.44 -0.20

Small 
(2000)

-7.47 -4.41 -1.38

2014

Value Core Growth

Large 
(1000)

13.45 13.24 13.05

Mid 14.75 13.22 11.90

Small 
(2000)

4.22 4.89 5.60

2013

Value Core Growth

Large 
(1000)

32.53 33.11 33.48

Mid 33.46 34.76 35.74

Small 
(2000)

34.52 38.82 43.30

Source: FTSE Russell, data as of March 31, 2016. Past performance is no guarantee of future results. Please see important legal disclosures at the end of this report.
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Risk analysis 

 • Not surprisingly, expected volatility for small caps ticked up during the first 
quarter, reaching 32.2 on the pivotal February 11th date, as measured by the 
CBOE’s Russell 2000 Volatility Index (RVX). The RVX then fell to its intra-quarter 
low of 18.14 on March 18th and ended with a median RVX value of 24.03 versus a 
10-year median RVX value of 23.11 (see Exhibit 9).

 • Realized volatility, as measured by the daily returns of the Russell 2000 Index, 
jumped to standard deviation of approximately 1.5% in the first quarter from 1.2% 
in the fourth quarter of 2015. January contained both the largest daily rise [+3.2%] 
and fall [-3.3] (see Exhibit 10). 

 • The 12-month rolling standard deviation jumped for both large caps and small 
caps. The Russell 2000 Index ended the quarter at 16.7% — an almost 21% 
increase over year end. The Russell 1000 Index finished at 14.1% which was 10.2% 
higher than the end of the fourth quarter (see Exhibit 11).

Exhibit 9: Implied Volatility
CBOE Russell 2000 Volatility Index (RVX) (March 2006 – March 2016)

Exhibit 10: Russell 2000 Index Daily Returns
Total Return (%) – 20 Years (as of 3/31/2016 )

Standard Deviation (%) Sharpe Ratio

1 yr 3 yr 5 yr 10 yr 1 yr 3 yr 5 yr 10 yr

Russell 2000 Index 16.71 15.11 16.54 19.84 -0.51 0.5 0.5 0.3

Russell 1000 Index 14.12 11.27 12.35 15.49 0.09 1.01 0.92 0.45

Exhibit 12: Risk Characteristics 
Annualized (as of 3/31/2016)

Exhibit 11: 12-Month Rolling Standard Deviation (%)
10 Years (as of 3/31/2016)
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Source: CBOE. CBOE®, Chicago Board Options Exchange®, CBOE Volatility Index®, and VIX® are registered 
trademarks of Chicago Board Options Exchange, Incorporated (CBOE). RVX is a service mark of CBOE. The Russell 
2000 Index is a registered trademark of The Frank Russell Company, used under license. This data is believed to be 
correct but CBOE does not guarantee the accuracy of the data and will not be held liable for consequences of its use.

Russell 2000 
Index 

10 Yr Avg 
+17.5%

10 Yr Avg 
26.3%

Source: FTSE Russell, data as of March 31, 2016. Past performance is no guarantee of future results. Please see important legal disclosures at the end of this report.
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Small cap asset flows

 • The value of small cap ETF assets ended the quarter down about 3% to 
$95.9 billion. The value of mutual fund assets fell, but only about half as much as 
ETF assets on a percentage basis (see Exhibit 13).

 • Small cap flows were closely aligned with market sentiment in the first quarter. 
Small cap ETFs experienced outflows of $2.2 billion in January and $1.6 billion in 
February before gaining $1.3 billion in March (see Exhibit 14).

Exhibit 13: Quarterly Small Cap Total Assets ($ billions)
10 Years (As of 3/31/2016)

Exhibit 14: Monthly Small Cap Asset Flows ($ billions)
Estimated Net Flows (April 2014 – March 2016)

Exhibit 15: Quarterly Small Cap Asset Flows ($ billions)
Estimated Net Flows — 10 Years (As of 3/31/2016)

Source: Morningstar Direct. Total assets and estimated net flows are for all U.S.-domiciled open-end mutual funds 
(excluding money market funds and funds-of-funds) and Exchange Traded Products (ETPs) categorized as small cap, 
small cap growth or small cap value by Morningstar.
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Russell 2000 Index sector weights

 • After dipping to a historically low sector weighting of just 2% at the end of 
February, the Energy sector managed to climb back to 2.2% to end the quarter 
just 0.05 percentage points off its weight at the end of 2015 (see Exhibit 16). If oil 
prices continue to stabilize or move higher, the Russell 2000 Value Index — which 
contains many heavily written-down Energy stocks — could see a change.

 • Sector shifts quarter-over-quarter show a preference for defensive areas of 
the market like Utilities [+0.56 percentage points], Consumer Staples [+0.15 
percentage points] and Producer Durables [+0.61]. Health Care saw a significant 
decline, losing 2.7% of its sector weighting versus last quarter and falling from the 
second largest sector in the Russell 2000 Index to fourth largest (see Exhibit 16).

 • The current sector composition of the Russell 2000 Index is lead by Financial 
Services [27.1%], Consumer Discretionary [14.8%] and Technology [14.6%] 
(see Exhibit 17).

Exhibit 16: Historical Sector Weightings (%)
10 Years (as of 3/31/2016)

Exhibit 17: Current Sector Weightings (%)
(as of 3/31/2016)
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Source: FTSE Russell, data as of March 31, 2016. Past performance is no guarantee of future results. Please see important legal disclosures at the end of this report.
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Russell 2000 Index sector attribution analysis
 • Much like the performance of the quarter, the sector contribution was divided 

between defensive and cyclical sectors. Utilities made the largest positive 
contribution to the Russell 2000 Index [0.45%], and was joined in by Producer 
Durables [+0.11%] and Consumer Staples [+0.04%]. Energy [-0.26%], Technology 
[-0.52%] and Health Care [-3.19%] were negative contributors for the quarter (see 
Exhibit 19). Were it not for the magnitude of the Health Care sector’s negative 
contribution, the Russell 2000 Index overall could have shown a tenth of a point 
positive return for the first quarter (see Exhibit 18).

 • At the industry level, Electrical Utilities [+0.24%] was the top contributor for the first 
quarter. REITs also showed strength by contributing 0.63% to the Russell 2000 Index’s 
first quarter return (see Exhibit 19). 

 • Biotechnology had an outsized negative contribution [-2.22%] for the quarter. 
Pharmaceuticals [-0.62%], Medical Equipment [-0.15%] and Medical & Dental 
Instruments [-0.15%] all contributed to Health Care’s headwinds within the Russell 2000 
Index overall (Exhibit 20). 

 • The Health Care sector had the honor of lowest return [-16.81%] and negative 
contribution [-3.19%] for the first quarter. Energy was down [-6.25%], but only 
contributed a reduction of 0.26% due to its 2.2% index weighting (see Exhibit 21).

Exhibit 18: Sector Contribution to Return (%)
First Quarter 2016 (as of 3/31/2016)

Exhibit 19: Top Industry Contributors (%)
First Quarter 2016 (as of 3/31/2016)

Exhibit 20: Bottom Industry Contributors (%)
Biggest detractors — First Quarter 2016
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Russell 2000 Index Weight (%) 27.1 14.8 14.6 13.7 12.6 6.2 5.4 3.4 2.2

Total Return (%) 0.30 2.70 -1.95 -16.81 2.88 6.09 8.83 1.50 -6.25

Contribution to Return (%) -0.37 0.39 -0.52 -3.19 0.11 0.22 0.45 0.04 -0.26

Exhibit 21: Sector Review
First Quarter 2016 (as of 3/31/2016)
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Source: FTSE Russell, data as of March 31, 2016. Past performance is no guarantee of future results. Please see important legal disclosures at the end of this report.
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Disclaimer
© 2016 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) FTSE 
TMX Global Debt Capital Markets Inc. and FTSE TMX Global Debt Capital Markets Limited (together, “FTSE TMX”) and (4) MTSNext Limited (“MTSNext”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE TMX and MTS Next Limited. “FTSE®”, “Russell®”, “FTSE Russell®” “MTS®”, “FTSE TMX®”, “FTSE4Good®” and “ICB®” and all other trademarks and service marks 
used herein (whether registered or unregistered) are trade marks and/or service marks owned or licensed by the applicable member of the LSE Group or their respective licensors and are owned, or used under 
licence, by FTSE, Russell, MTSNext, or FTSE TMX. 

All information is provided for information purposes only. Every effort is made to ensure that all information given in this publication is accurate, but no responsibility or liability can be accepted by any member of the 
LSE Group nor their respective directors, officers, employees, partners or licensors for any errors or for any loss from use of this publication or any of the information or data contained herein.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, either as to the 
results to be obtained from the use of the FTSE Russell Indexes or the fitness or suitability of the Indexes for any particular purpose to which they might be put. 

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this document should be taken as constituting financial or investment 
advice. No member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any representation regarding the advisability of investing in any asset. A decision to invest in 
any such asset should not be made in reliance on any information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell or hold that asset. The general 
information contained in this publication should not be acted upon without obtaining specific legal, tax, and investment advice from a licensed professional.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without prior written permission 
of the applicable member of the LSE Group. Use and distribution of the LSE Group index data and the use of their data to create financial products require a licence from FTSE, Russell, FTSE TMX, MTSNext and/or 
their respective licensors.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual trading of investable assets. 
Certain returns shown may reflect back-tested performance. All performance presented prior to the index inception date is back-tested performance. Back-tested performance is not actual performance, but 
is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially launched. However, back- tested data may reflect the application of the index 
methodology with the benefit of hindsight, and the historic calculations of an index may change from month to month based on revisions to the underlying economic data used in the calculation of the index. 

This publication may contain forward-looking statements. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate. Such forward-looking statements 
are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially from those in the forward-looking statements. Any forward-looking statements speak 
only as of the date they are made and no member of the LSE Group nor their licensors assume any duty to and do not undertake to update forward-looking statements. 
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About FTSE Russell
FTSE Russell is a leading global provider of benchmarking, analytics and data solutions for investors, giving them a precise view of the market relevant to their investment 
process. A comprehensive range of reliable and accurate indexes provides investors worldwide with the tools they require to measure and benchmark markets across asset 
classes, styles or strategies.

FTSE Russell index expertise and products are used extensively by institutional and retail investors globally. For over 30 years, leading asset owners, asset managers, ETF 
providers and investment banks have chosen FTSE Russell indexes to benchmark their investment performance and create ETFs, structured products and index-based 
derivatives.

FTSE Russell is focused on applying the highest industry standards in index design and governance, employing transparent rules-based methodology informed by independent 
committees of leading market participants. FTSE Russell fully embraces the IOSCO Principles and its Statement of Compliance has received independent assurance. Index 
innovation is driven by client needs and customer partnerships, allowing FTSE Russell to continually enhance the breadth, depth and reach of its offering.

FTSE Russell is wholly owned by London Stock Exchange Group.

For more information, visit ftserussell.com. 

To learn more, visit ftserussell.com; email info@ftserussell.com; or call your regional Client Service Team office:

EMEA
+44 (0) 20 7866 1810

North America
+1 877 503 6437

Asia-Pacific
Hong Kong +852 2164 3333
Tokyo +81 3 3581 2764
Sydney +61 (0) 2 8823 3521




