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the Flight to equities 
Continues
By Gerry Hansell, Jeff 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 
2014 Value Creators report. The full report 
will be published in May.

In 2013, global equity markets out-
paced their already strong 2012 perfor-

mance. The MSCI All Country World 
Investable Market Index of total sharehold-
er return (TSR) was approximately 26 per- 
cent last year—roughly 10 percentage 
points better than in 2012 and the highest 
return since 2009, when equity markets 
rebounded from the extraordinary losses 
due to the global financial crisis in 2008. 

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 performance, com-
ing immediately after the strong perfor-
mance of 2012, suggests that we were correct 
last year in detecting signs of sustainable val-
ue creation in global equity markets. 

The Boston Consulting Group recently ana-
lyzed the 2013 TSR of more than 6,000 

companies across 44 countries. There were 
four key findings:

 • Although emerging-market countries 
once again had the highest-performing 
stock markets in the world, the strong 
gains in 2013 were driven largely by 
developed countries. In fact, most 
emerging markets did poorly in 2013.

 • In both cases, the big winners were 
“unusual suspects.” Dubai was the top 
value creator for emerging markets and 
Japan for developed markets. 

 • Although average TSR in 2013 was  
26 percent, the top single-year value 
creators delivered truly extraordinary 
returns. The top ten companies in our 
sample of approximately 200 large-cap 
companies (those companies with 
year-end market valuations of at least 
$50 billion, or about €36 billion), 
generated TSR from 91 to 195 percent.

 • The monetary policies of the world’s 
central banks played a major role in 
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driving high TSR. But continuing 
economic growth in the U.S. and Japan, 
the world’s largest and third-largest 
economies, respectively, was also a 
significant contributor.

the Poor Performance of 
emerging Markets
To get a sense of the trends that shaped 
value creation last year, we compared the 
performance of equity markets around the 
world. Exhibit 1 plots the average TSR per-
formance of 44 local stock markets for 
2013 (on the y-axis) and the average annual 
TSR for the three-year period from 2010 
through 2012 (on the x-axis). 

As one might expect, emerging markets 
continued to deliver the highest average 
TSR. However, the big emerging-market 
winners in 2013—Dubai (117 percent), Ar-
gentina (91 percent), and Abu Dhabi (73 
percent)—were significantly different from 
those of the recent past. In fact, with the 
exception of South Africa and Vietnam, the 
rest of the emerging markets in our sample 
performed extremely poorly in 2013. Six-
teen emerging-market countries delivered 

TSR below the global average—and nine 
actually lost value. In particular, the BRIC 
countries—Brazil, Russia, India, and Chi-
na—continued to perform poorly. All but 
India generated negative returns, with Bra-
zil (at –15 percent TSR) the worst-perform-
ing country in our sample. (See Exhibit 2.)

In marked contrast, the developed-world 
economies generated solid returns, with 
most countries delivering TSR near or 
above the global average, and only one, 
South Korea, creating no value. The leading 
developed-economy stock market was that 
of Japan, which had a TSR of 59 percent, 
the country’s highest since 1972, followed 
by Finland (34 percent), the U.S. (32 per-
cent), and, surprisingly, Spain (28 percent). 

the impact of global Monetary 
Policy
What explains these results? First, it’s im-
portant to emphasize that global monetary 
policy continues to be a major driver of 
high market returns. As central banks keep 
interest rates low, more and more money 
has shifted to equities in search of attractive 
returns, pushing multiples and overall TSR 
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Sources: Thomson Reuters Datastream; BCG analysis.
Note: Data are from leading stock-market indices in 44 countries; TSR calculated in local currency.
1 The MSCI All Country World Investable Market Index.

Exhibit 1 | Emerging Markets Continued to Deliver the Highest TSR
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ever higher. Global price-to-earnings ratios 
have been on the rise since 2011 and in 
2013 approached their pre-downturn peak. 

Next, among the developed economies, it’s 
important to distinguish between those 
countries that are benefiting from a re-
bound from a previously low base and 
those that are benefiting from an uptick in 
economic growth. Take the four countries 
that, three years ago, we dubbed “the poor 
men of southern Europe”: Portugal, Italy, 
Greece, and Spain. Stock markets in these 
countries did reasonably well in 2013, but 
their performance has to be assessed 
against the massive losses in these markets 
in previous years. As Exhibit 1 illustrates, 
these four countries were among the worst 
performers during the three-year period 
from 2010 through 2012.

In contrast, there is the performance of the 
U.S. and—perhaps—Japan. Despite the 
U.S. government shutdown in October 
2013, the U.S. economy has shown consis-
tent signs of at least modest growth (the 
IMF currently estimates that U.S. GDP 
grew 1.6 percent in 2013), suggesting im-
proving fundamentals. Increasingly, it is 

looking like a relatively safe haven for eq-
uities in what remains a volatile world—
and especially compared with traditional 
emerging markets like the BRICs, where 
growth has been slowing.

Meanwhile, the combination of loose mon-
etary policy, fiscal stimulus, and structural 
reforms known as “Abenomics” has reboot-
ed GDP growth in Japan, the world’s 
third-largest economy, after more than a de-
cade of deflation. The country’s 2013 GDP 
growth of 2 percent was reinforced by the 
yen’s 25 percent depreciation against the 
dollar, which had the effect of jump-starting 
a new round of Japanese consumption. It 
remains to be seen, of course, whether Ja-
pan can sustain this trajectory (after rela-
tively rapid growth early in the year, the 
country experienced a slowdown toward 
the end of 2013). Nevertheless, if the 
world’s third-largest economy is able to 
keep growing, this could have a major posi-
tive impact on global equity markets.

The relative strength of the U.S. and Japa-
nese economies is reflected in our list of 
the top ten value creators in 2013. (See Ex-
hibit 3.) The top six spots are held by com-
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Sources: Thomson Reuters Datastream; BCG analysis.
1 The MSCI All Country World Investable Market Index.

Exhibit 2 | Most Developed-World Markets Had TSR Near or Above the Global Average
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panies from these two nations, followed by 
two Chinese and two European companies. 
It’s also striking that most of the top ten 
are clustered in a relatively few high- 
performing sectors: mobile telecommunica-
tions, pharmaceuticals and biotech, and 
software and computer services.

Prospects for transformation
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 value cre-
ation. There is no guarantee that the coun-
tries, companies, or sectors at the top of this 
year’s list will be there next year. And the 
combination of slower growth in China and 
other emerging markets and the beginning of 
the unwinding of the U.S. Federal Reserve’s 
quantitative easing policy has already sent 
equity markets lower in 2014. Among the 
questions that we will be tracking throughout 
the coming year are the following:

 • What type of value creation strategies 
make sense in a market environment 
that, in some respects, appears to be 
returning to a modest growth path in 
the developed world?

 • 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 2009 
through 2013?

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

We will be exploring these and other ques-
tions in our 2014 Value Creators report in May.

Sources: Thomson Reuters Datastream; BCG analysis.
Note: Sample consists of approximately 200 companies with a market capitalization of at least $50 billion as of December 31, 2013.
1 EADS is a European company registered in the Netherlands but listed on the Frankfurt, Germany, stock market.

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

Ranking Company Country Industry
TSR,  2013

(%)

 1 SoftBank Japan Mobile telecommunications  195

 2 KDDI Japan Mobile telecommunications  118

 3 Celgene United States Pharmaceuticals and biotech  115

 4 Facebook United States Software and computer services  105

 5 Gilead Sciences United States Pharmaceuticals and biotech  104

 6 Hewlett-Packard United States Technology hardware and equipment  101

 7 Tencent China Software and computer services  99

 8 Électricité de France 
(EDF) France Electricity  95

 9 Sands China China Travel and leisure  93

 10 EADS1 Netherlands Aerospace and defense  91

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.

Jeff 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.



 
	 |	 The	Flight	to	Equities	Continues	 5

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 EXTolsen.
eric@bcg.com.

Hady Farag is a principal in BCG’s Hamburg 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. 2014.  
All rights reserved. 
2/14


