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Equity MarkEts
Slowing but Still Strong

By Gerry Hansell, Jeffrey Kotzen, Frank Plaschke, Eric Olsen, and Hady Farag

This is the first in a series of articles published 
as part of The Boston Consulting Group’s 
2015 Value Creators report. The full report 
will be published in spring 2015.

The question on many investors’ 
minds in recent years has been whether 

the current expansion in global equity 
markets can be sustained—and if so, for 
how long. If 2014 is any indication, the 
answer may be that expansion will continue 
for some time to come. In 2014, global 
equity markets slowed somewhat but still 
delivered healthy returns. The MSCI All 
Country World Investable Market Index of 
total shareholder return (TSR) was 9.9 per- 
cent. Although this result was down about 
16 percentage points from 2013’s extraordi-
nary 26 percent, 2014 was the third consecu-
tive year (and the fifth out of the six years 
since the global financial crisis) that the 
MSCI Index has delivered TSR at or above 
the long-term historical average.1 

Of course, single-year TSR performance can 
be hard to interpret and is not necessarily a 
good predictor of long-term performance. 

Nevertheless, last year’s result, coming im-
mediately after the extraordinary perfor-
mance of 2013, suggests that equities con-
tinue to be an attractive asset class and that 
the recent expansion is proving to be rea-
sonably robust. (See “The Flight to Equities 
Continues,” BCG article, February 2014.)

The Boston Consulting Group recently ana-
lyzed the 2014 TSR of more than 6,000 
companies across 44 markets. There were 
four key findings:

 • Once again, emerging markets delivered 
the highest TSR, taking the top six spots 
and eight out of the top ten market 
spots. However, it is important to 
distinguish between those emerging 
markets that delivered high TSR 
because they were rebounding from a 
previously low base (for example, 
China) and those that have delivered 
consistently high returns in recent years 
(for example, the Philippines). 

 • Smaller markets, led by Denmark, 
delivered the highest TSR among the 



 
	 |	 Equity	Markets	 2

developed economies. Among the larger 
developed economies, only the U.S. was 
able to deliver above-average TSR in 
2014. Last year’s big winner, Japan, 
dropped below the market average. And 
major European economies such as 
France, Germany, and the UK saw 
markets stagnate.  

 • With a few notable exceptions such as 
China, 2014 TSR performance by 
market broadly tracked the previous 
three-year trends. In other words, 
leaders continued to lead, while 
laggards continued to lag. This finding 
raises the question of whether global 
equity markets have achieved an 
equilibrium point, with momentum 
continuing along the trajectory estab-
lished in the relatively low-growth 
economic environment after the global 
financial crisis. 

 • Finally, the list of the 2014 top ten 
large-cap value creators was shaped by 
two fundamental trends: China’s 
massive rebound from being one of the 
worst-performing markets in 2013 to 
become the best in 2014 and the 

continuing recovery in the world’s 
leading developed economy, the U.S. 
Companies from these two countries 
dominated the top-ten list.

Emerging Markets Lead  
the Pack
In 2014, emerging markets continued to de-
liver the highest annual TSR, with China 
claiming the top spot (67 percent), followed 
by Argentina (59 percent), India (32 per-
cent), Indonesia and Turkey (29 percent), 
and the Philippines (25 percent). (See Ex-
hibit 1.) Among the developed economies, 
the big winners were Denmark (23 per-
cent), New Zealand (18 percent), and Bel-
gium (17 percent).

Among the larger developed market econo-
mies, only the U.S. (14 percent) was able to 
deliver above-average TSR in 2014. By con-
trast, the strong resurgence of the Japanese 
capital market in 2013 (making it the top 
developed economy that year, with a TSR 
of 59 percent) waned in 2014; TSR in Japan 
dropped to 9 percent, nearly a full percent-
age point below the global average. Mean-
while, major European economies such as 
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Sources: Thomson Reuters Datastream; BCG analysis. 
1The MSCI All Country World Investable Market Index.

Exhibit 1 | The Leading TSR Performers Were Emerging Markets 
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France (3 percent), Germany (3 percent), 
and the UK (1 percent) saw markets stag-
nate owing to sluggish growth and the con-
tinuing instability in the euro zone.  

The continuing problems of the euro zone 
crisis are responsible for two big TSR losers 
among the developed economies: Greece (a 
negative TSR of 32 percent) and Portugal 
(a negative TSR of 25 percent). And Russia, 
where equity markets suffered from a per-
fect storm of declining oil prices and in-
creasing economic sanctions, is not only 
the worst-performing emerging market on 
our list but the worst-performing market in 
our entire sample with a negative TSR of 
43 percent.2  

Equilibrium Point?
To put these results into a broader context, 
we compared 2014 TSR performance by 
market with the performance of each of 
these markets in the previous three years. 
Exhibit 2 plots the average TSR perfor-
mance of the 44 local stock markets for 
2014 and the average annual TSR for the 
three-year period from 2011 through 2013. 

This longer-term view lends itself to three 
main insights.

The first insight is that 2014 TSR by market 
broadly tracks the previous performance in 
the majority of the markets we studied. In 
other words, most markets that delivered 
strong TSR in the previous three years con-
tinued to do so in 2014 and those that did 
not perform well in the prior three-year pe-
riod likewise did not perform well in 2014. 
This finding suggests that global equity 
markets may have achieved an equilibrium 
point, with momentum continuing along 
the trajectory established in the economic 
environment after the global financial cri-
sis, characterized by low growth and low 
interest rates.3  

The second is that, seen from a longer-term 
perspective, the most impressive perfor-
mance has been that of the markets in the 
upper-right quadrant of Exhibit 2—that is, 
markets that have beaten the MSCI Index 
average both in 2014 and in the previous 
three-year period. In this respect, the 2014 
performance of the emerging markets Ar-
gentina, the Philippines, Abu Dhabi, and 
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1The MSCI All Country World Investable Market Index.

Exhibit 2 | In 2014, TSR Results by Market Broadly Followed the Pattern Established  
in Previous Years
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Dubai may be more meaningful than that of 
China, because it represents the continua-
tion of a longer-term trend, whereas China’s 
strong 2014 performance reflects the fact 
that China’s equity market is rebounding 
from its very poor performance in 2013, 
when it delivered the third-lowest TSR (a 
negative 12 percent) among the 44 markets 
we track each year. Similarly, among devel-
oped economies, the strength of the U.S. 
and smaller markets such as Switzerland 
and New Zealand is especially striking.   

The third is that there are some exceptions 
to the overall trend, and they are import-
ant. As mentioned earlier, China is a major 
outlier. So too, in the other direction, is Ja-
pan. After delivering a double-digit annual 
average TSR of 19 percent during the 2011 
through 2013 period, Japan fell back to be-
low the market average, reflecting weaker 
economic growth in 2014 than forecasters 
had expected. A similar pattern can be 
found, to a lesser degree, in Germany. After 
delivering market-average TSR in the peri-
od from 2011 through 2013, Germany, with 
a TSR of 3 percent, delivered less than one-
third the global average TSR in 2014—a re-
sult that may indicate that the struggles of 
the euro zone are beginning to affect inves-
tor confidence in the German market.  

Finally, all three of these observations help 
interpret the list of the top ten large-cap 
value creators for 2014. (See Exhibit 3.) 

Chinese and U.S. companies make up the 
list. The leading Chinese companies are all 
from the country’s financial-services sector 
(including the 2014 leading value creator, 
Chinese broker CITIC Securities, which de-
livered an astounding TSR of 169 percent), 
and it’s likely that their presence on the 
list is primarily an artifact of the overall 
rebound of the Chinese market. By con-
trast, the U.S. companies on the list are 
from a range of industries such as pharma-
ceuticals and biotech, technology, and 
transportation—reflecting companies and 
sectors that are benefiting from the steady 
recovery of the U.S. economy.  

Cautious Optimism
As always, one must be extremely careful 
about drawing unequivocal conclusions 
from single-year TSR performance, which 
by itself is a poor indicator of long-term val-
ue creation. There is no guarantee that the 
markets, companies, or sectors at the top of 
the 2014 list will be there next year. Only 
time will tell whether Chinese equity mar-
kets are on a sustainable path or merely ex-
periencing a short-term bubble, or whether 
last year’s strong but slowing TSR perfor-
mance worldwide represents a forward tra-
jectory with momentum or the beginning 
of a broader slowdown.   

Among the questions that we will track in 
the coming year are the following:

Sources: Thomson Reuters Datastream; BCG analysis.
Note: The sample consists of approximately 200 companies with a market capitalization of at least $50 billion as of December 31, 2014.

Exhibit 3 | China and the U.S. Dominated the Large-Cap Top Ten

Ranking Company Market Industry TSR,  2014 (%)

 1 CITIC Securities China Brokerage 169

 2 Allergan United States Pharmaceuticals and biotechnology 92

 3 China Minsheng Bank China Banking 71

 4 Industrial Bank China Banking 71

 5 China Merchants Bank China Banking 62

 6 China CITIC Bank 
International China Banking 62

 7 Actavis United States Pharmaceuticals and biotechnology 53

 8 Hewlett-Packard United States Technology 46

 9 Union Pacific United States Transportation 44

 10 Intel United States Technology 44
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 • What type of value creation strategies 
are allowing companies in even the 
weakening local equity markets to beat 
not only the local-market average but 
also the global TSR average? 

 • What can we learn from those compa-
nies that have been not just one-year 
winners but top value creators over the 
entire five-year period from 2010 
through 2014 that we will track in our 
2015 Value Creators report?

 • Finally, and perhaps most important, 
which companies are delivering superi-
or value, not merely because they are 
benefiting from positive macroeconom-
ic trends but also because they are 
transforming their own internal val-
ue-creation capabilities?

We will be exploring these and other ques-
tions in our 2015 Value Creators report, to 
be published in spring 2015.

Notes
1. For example, the long-term average annual TSR for 
the U.S. S&P 500 from 1926 to the present has been 
approximately 10 percent.
2. Falling oil prices also made some industrial sectors 
perform unusually well or unusually poorly relative 
to recent years. Oil-using industries such as electricity 
(11 percent) and utilities (10 percent) were able to 
beat the global market average, while some of the 
greatest value-destroying sectors were oil and gas 
production (a negative TSR of 17 percent) and oil 
equipment and services (a negative TSR of 24 
percent).
3. Another sign that markets may have settled into a 
consistent longer-term pattern is that the top-perfor-
ming industrial sectors in 2014 matched those of 
previous years—in particular, technology hardware 
(24 percent), health care equipment and real estate 
investment trusts (21 percent), and pharmaceuticals 
and biotechnology (18 percent). These are all sectors 
that, for different reasons, have performed relatively 
well in the low-growth and low-interest-rate 
environment of recent years.

About the Authors
Gerry Hansell is a senior partner and managing director in the Chicago office of The Boston Consulting 
Group. You may contact him by e-mail at hansell.gerry@bcg.com.

Jeffrey Kotzen is a senior partner and managing director in the firm’s New Jersey office. You may contact 
him by e-mail at kotzen.jeffrey@bcg.com.

Frank Plaschke is a partner and managing director in BCG’s Munich office. You may contact him by 
e-mail at plaschke.frank@bcg.com.

Eric Olsen is a senior advisor in the firm’s Chicago office. You may contact him by e-mail at olsen.eric@
bcg.com.

Hady Farag is a principal in BCG’s New York office. You may contact him by e-mail at farag.hady@bcg.com.

The Boston Consulting Group (BCG) is a global management consulting firm and the world’s leading advi-
sor on business strategy. We partner with clients from the private, public, and not-for-profit sectors in all 
regions to identify their highest-value opportunities, address their most critical challenges, and transform 
their enterprises. Our customized approach combines deep in sight into the dynamics of companies and 
markets with close collaboration at all levels of the client organization. This ensures that our clients 
achieve sustainable compet itive advantage, build more capable organizations, and secure lasting results. 
Founded in 1963, BCG is a private company with 81 offices in 45 countries. For more information, please 
visit bcg.com.

© The Boston Consulting Group, Inc. 2015.  
All rights reserved. 
3/15


