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The global bull market in stocks has been long. Historic, even. Will it end? Sure, someday,
just as all such runs do. But S&P Global has found an underutilized source of growth that
could send global market valuations soaring—to the tune of an extra $5.87 trillion over
the next decade. On the heels of our 2017 paper, The Key To Unlocking U.S. GDP Growth?
Women, we decided to see what adding more women to the American workforce would
mean for an aging bull market, in the U.S. and abroad. The results astounded us.

Key Takeaways
- Acceleration in U.S. GDP growth under increased - Around the world, each additional percentage point
female labor force participation could add of U.S. GDP growth has also translated into a 4%
a whopping $5.87 trillion to global market jump in equities in Germany, 6.2% in China, and a
capitalizationin 10 years. whopping 9.3% in Korea—even more than the gains
- Forevery 1% of GDP growth, the S&P 500 returns we can expect in the U.S. itself.
3.4% on average annually. An additional 0.2 point - Anincrease in women’s participation to that of
of GDP growth would therefore boost the S&P 500 other advanced countries would add an average
another 0.7%—and could increase U.S. market of 0.2 percentage point annually to U.S. GDP in the
capitalization by $2.87 trillion in a decade. coming decade—or a cumulative $455 billion in

output above S&P Global's baseline forecast.

Higher U.S. Female LFPR May Potentially Grow The Global Stock Market Value
By An Extra $5.87 Trillion In The Next Decade
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Beyond the benefits that additional workers—and,

therefore, additional disposable income—would

have on an economy so heavily reliant on consumer The U.S. bull market
spending, we can draw an unswerving line from iS embarking on |tS

increased U.S. GDP growth to increased market value

in not just the U.S. but in a number of other countries
and regions. Specifically, based on the historical
sensitivity of stock markets to economic expansion,
an acceleration of U.S. output at the pace we calculate

under increased female workforce participation
could help extend a historically long global bull runin

equities (see Chart 1), adding a whopping $5.87 trillion the Second'longeSt in hiStOfy

to global market capitalization in the next 10 years.
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The U.S.is the most significant economy in the global
market, making up more than half of the S&P Global Broad
Market Index (BMI). Nearly 26% of U.S. equity market
revenues come from overseas—mainly from the Asia-Pacific
region and Europe.

in 10 years, we could see

$2.87
trillion

additional stock market
value from adding more
women to the workforce

One way to measure the sensitivity of stocks to U.S. GDP
growth is by using the “up-market capture ratio,” which
gauges the average historical annual stock market return
per 1% of growth, and shows substantial gains from even a
modest acceleration in the U.S. economic expansion. With
the U.S. bull market embarking on its 10th year—and now
the second-longest in history, just three months shy of the
October 1990-March 2000 stretch (see Table 1)—an extra
jolt could comfort those investors who are on the lookout for
bearish signals.

While it’s often said that bull markets (and expansionary
periods) don't simply die of old age, among the signs that have
historically augured market slumps are: fast-rising interest
rates, slumping consumer confidence, and fear of recession.

Table 1

Bull Markets For The S&P 500

Start date End date Start price Endprice Months S&P500change Prior bear market Annualized
Jun.01,1932 Mar. 06, 1937 4.40 18.68 57.1 324.5% N/A 35.48%
Apr. 29,1942 May. 29, 1946 7.47 19.25 49.0 167.7% -60.0% 26.10%
Jun. 14,1949 Aug. 02,1956 13.55 49.64 85.6 266.3% -29.6% 19.96%
Oct. 22,1957 Dec. 12,1961 38.98 72.64 49.7 86.4% -21.5% 16.23%
Jun. 27,1962 Feb.09, 1966 52.32 94.06 43.5 79.8% -28.0% 17.58%
Oct. 07,1966 Nov. 29, 1968 73.20 108.37 25.8 48.0% -22.2% 20.06%
May. 26, 1970 Jan. 11,1973 69.29 120.24 31.6 73.5% -36.1% 23.31%
Oct. 03,1974 Nov. 28,1980 62.28 140.52 73.9 125.6% -48.2% 14.13%
Aug. 12,1982 Aug. 25,1987  102.42 336.77 60.4 228.8% -27.1% 26.67%
Dec. 04,1987 Jul. 16,1990 223.92 368.95 31.4 64.8% -33.5% 21.04%
Oct. 11,1990 Mar. 24,2000  295.46 1627.46 113.4 417.0% -19.9% 18.98%
Oct. 09, 2002 Oct. 09, 2007 776.76 1565.15 60.0 101.5% -49.1% 15.04%
Mar. 09, 2009 May. 25,2018  676.53 2721.33 110.5 302.2% -56.8% 16.31%
AVERAGE 60.9 175.1% -36.0% 22.06%

N/A—Not applicable. A bull market is defined as a 20% rise in the S&P 500 Index from its previous low, ending when the index reaches its high and

subsequently declines by 20%. A bear market is defined as a 20% decline in the S&P 500 Index from its previous peak, and ends when the index reaches its

low and subsequently rises by 20%. Source: S&P Dow Jones Indices.

Source: S&P Dow Jones Indices



The increasing likelihood that inflation will move up to the
Federal Reserve’s 2% target by the end of this year lends
justification to S&P Global economists’ forecast for four rate
hikes this year as the central bank takes further steps along
the path of monetary-policy normalization. U.S. equities
markets seemed to buy into this view when a stronger-than-
expected jobs report in late-January fueled investors’ fears
that borrowing costs would soon climb faster than expected.
This kicked off a market correction (commonly defined as

a 10% decline from recent highs), with the S&P 500 index
dropping from its all-time high close of 2,872 on Jan. 26, to
2,581 on Feb. 8. (The benchmark index has recovered and was
up 1.83% year-to-date through May 16.)

Since then, the yield on the 10-year Treasuries, an important
benchmark for borrowing costs such as mortgage rates,
recently topped 3% (albeit briefly) for the first time in four
years—even as the yield gap between the two- and 10-

year notes remains about as slim as it was before the Great
Recession. This has led some market watchers to suggest
the yield curve could soon invert. (While an inversion doesn’t
guarantee a recession, the past three economic downturns
were preceded by a flip in yields on two- and 10-year notes.)

On another front, U.S. consumer confidence, while still
strong, declined in March amid tempered optimism about
the economic outlook. The Conference Board’s measure of
consumers’views on current and future economic conditions

Chart 2

fellto 127.7, missing economists’ expectations of 131—
although, that comes after the index reached a record
high in February.

Meanwhile, S&P Global expects U.S. real GDP growth of 2.9%
this year and 2.6% in 2019, helped by a boost from the recent
tax package and increased government spending. Additionally,
our quantitative assessment of recession risk in the next 12
months is less than 10%, and our qualitative assessment,
which recognizes hard-to-measure policy mistakes,

remains at 10%-15%.

While few economists see a recession on the near-term
horizon, it’s important to note that, as a leading indicator, the
stock market typically slides before the onset of an economic
slump, rather than the other way around. In fact, bear markets
have historically preceded recession (defined as consecutive
quarters of contraction) by more than half a year, according to
investment research firm CFRA.

Fear of recession is difficult to measure, but there has been
adramatic increase in stock market volatility, reflecting
uncertainty—or higher risk. The current annualized 90-
day volatility of the S&P 500 is 18.4%, and it’s 12.4% for
S&P Global BMI (see Chart 2). That’s a respective 1.8 and
1.5 times higher than the levels at President Trump’s
inauguration. Current volatility is also 3.4 (U.S.) and 2.6
(global) times higher than the lows at the end of 2017.

Rising Annualized 90-Day Volatility Shows Market Uncertainty
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Why Women Are
The World’s Secret Weapon

Against this backdrop, S&P Global believes an increase
in the female labor force participation rate (LFPR) in
the U.S. can help.

As it stands, less than 63% of the working-age population
(defined as 16 and older, with no maximum age) in the U.S.

is employed or actively seeking a job—hovering near the
lowest level in more than four decades. For years, the surge of
women entering the workforce largely offset the slow attrition
of male labor force participation. But since the turn of the
millennium, women's participation has also declined, to just
57%, from roughly 60% in 2000, according to the Bureau of
Labor Statistics.

True, having nearly three in every five U.S. women in the
workforce is nearly double the rate of the years immediately
following World War Il (when many working women left to
make way for returning soldiers). But it compares unfavorably
to the strong gains of the 1960s-1990s, when such things as
advances in household-appliance technology, the advent of
the birth-control pill, and (perhaps most importantly) evolving
attitudes about societal roles gave women greater freedom to
work outside the home.

And it wasn’t that long ago that the U.S. was among the global
leaders in women’s workforce participation. As recently as
1990, LFPR among prime-age American women was near the
top of advanced economies in the Organisation for Economic
Co-operation and Development (OECD). In 1990, LFPR for
women of prime working age in the U.S. reached 74%. Since
then, that rate has stayed roughly stable while increasing
steadily elsewhere, pushing the U.S. down to 20th place
among 22 advanced OECD economies by 2016.

As it stands, less than

3%

of the working-age population
(defined as 16 and older, with

no maximum age) in the U.S. s
employed or actively seeking a job

Women's participation
has declined to just

7% [

So, why the focus on women and not some other
cohort of workers?

In the U.S., the biggest obstacle women must hurdle to fully
engage in the labor force involves children—in large part
because the U.S.is the only country in the OECD that doesn’t
provide income support during maternity or parental leave by
law. Moreover, a 2012 OECD report showed that full-day care
for aninfant eats up 41% of single mothers’ median income,
and a 2013 survey by the Pew Research Center found that
39% of mothers had, at some point in their careers, taken off
a significant amount of time to care for a child or other family
member. More than 25% had quit work entirely to do so; just
24% of fathers had taken a significant amount of time off to
assume these responsibilities.



These trends take on greater importance when we consider
that the median age of baby boomers is now 63. This means
that more than 74 million people are at, or approaching, a time
when old age goes from some far-off future state to a day-
to-day reality. And, as we've seen, the responsibilities of elder
care are out of balance from a gender perspective.

This holds true not just for the U.S., but in many other
advanced economies—and is particularly important as the
aging of societies as a whole adds to their economic burdens.
According to a 2014 report from the Pew Research Center, the
“old-age dependency ratio’—that is, the number of people
65 and older per 100 people of working age (15-64)—is rising
around the world, particularly in Northeast Asia and Europe.
The report suggests that by the middle of this century, the
old-age dependency ratio in South Korea, for example, could
soar as much as 51 percentage points from 2010, to 66. In
other words, for every three working-age Koreans, there will
be two in old age. Similarly, Spain’s old-age dependency ratio
may jump 42 percentage points, to 67, and Italy’s may rise

31 points, to 62.

Chart3

How To Possibly Add $2.87
Trillion To U.S. Market Value

S&P Global believes that a concerted effort to increase
participation and foster retention of women in the American
workforce, particularly in those professions traditionally filled
by men, represents a substantial opportunity for growth of
the world’s principal economy. (See “The Key To Unlocking U.S.
GDP Growth? Women,” published Dec. 5, 2017.)

We calculate that if the U.S. were to increase women’s LFPR to
that of other advanced countries, it would add an average of
0.2 percentage point annually to GDP in the coming decade—
which translates to a cumulative $455 billion in output

above S&P Global's baseline forecast for growth. Even for an
economy now exceeding $20 trillion, an extra few hundred
billion dollars goes a long way.

Similar to the way the returns on increased government
infrastructure spending, for example, can exceed the
investment through the so-called “multiplier effect,” a boost to
annual GDP of 0.2 percentage point would typically translate
to even greater gains in equities. In fact, for every 1% of growth
in GDP, the S&P 500 returned 3.4% on average annually, from
1990. An additional 0.2 point a year of GDP growth would
therefore boost the S&P 500 an additional 0.7%. All else being
equal, the additional estimated economic expansion would
increase U.S. stock market capitalization by $2.87 trillion in a
decade (see Chart 3).

Higher U.S. Female LFPR May Potentially Grow the U.S. Stock Market Value
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In the U.S., the technology sector might be the biggest
beneficiary of this extra jolt, given that it has the highest
up-market capture ratio, at 5.6% per percentage point of GDP
growth. An additional 0.2 point of growth could therefore add

1.1% to tech shares. At the other end of the spectrum, the

sensitivity of utilities stocks to GDP growth is just 2.2-to-1, u u
and so an extra 0.2 point of growth would add just 0.4% to
shares in this sector (see Chart 4.) I I O n

output above S&P Global
Ratings' baseline
forecast for growth if

the U.S. were to increase
women's LFPR to that of
other advanced countries

Chart 4
U.S. Equities May Gain From Estimated U.S. GDP Growth Due To Increased U.S. Female LFPR
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Given stocks’ sensitivity to economic expansion, it makes
sense that accelerated growth in the U.S. would boost equities
around the world—especially when we consider that the U.S.
accounts for slightly more than half of the global equities
market capitalization of $54.8 trillion. Still, the “multiplier”
effect that U.S. growth has on specific countries’ stock markets
is,in some cases, surprisingly large.

The mechanism for this is fairly simple: Because the

U.S’s “trade elasticity” is such that the country’s imports

tend to increase at a faster pace than GDP growth during
expansionary periods (while shrinking at closer to a 1-to-1 rate
during times of economic contraction), manufacturers and
other exporters to the U.S. enjoy outsized benefits when the

American economy expands.

S&P Dow Jones Indices calculates that, for example, each
additional percentage point of U.S. GDP growth has translated
to a 4% jump in equities in Germany, 6.2% in China,and a
whopping 9.3% in Korea—even more than the gains we can
expect in the U.S. itself (see Chart 5).

Chartb
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When we add in the boost to U.S. GDP of increased women’s
LFPR, the numbers become even more impressive. Equities
in Korea would enjoy an additional 1.9% bump, and those in
China would gain another 1.2% (see Chart 6).

The notable difference in the up-market capture ratios of,
for example, China and Japan—the Nos. 1 and 4 U.S. trade
partners among single countries—can be explained in part
by the amount of trade the countries conduct with the U.S.
relative to the size of their trade surpluses with the U.S. and
their annual output, as well as where the countries rank in
total market capitalization.

Chart 6

In dollar terms, China exports almost four times as much

to the U.S.as it imports in American goods and services,

with exports to the U.S. accounting for 4.2% of the Chinese
economy. For Japan, exports to the U.S. are roughly only twice
its American imports, and exports to the U.S. account for just
2.8% of Japanese economic output.

Further evidence that this dynamic is at least partly
responsible for the disparity includes the fact that South
Korea—the U.S’s sixth-biggest trade partner and No. 11 on
the list of national economies—sends just about a third more
to the U.S. than it receives, but those goods and services make
up a substantial 4.6% of Korea’'s GDP.

Global Equities May Gain From Estimated U.S. GDP Growth Due To Increased Female LFPR
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Meanwhile, Japan's market cap, at $4.92 trillion, puts it at The Potential To Create An ‘Extra’

No. 2 in single-country rankings (although a distant second

behind the U.Ss $27.7 trillion). The dollar value of stocks $5'87 Trl lllon In Market Val'ue

traded inJapan is also roughly equal to the size of the

country’s economy, which is the world’s third-largest. On the Things get even more interesting when we consider the dollar
other hand, China’s market cap, at $1.88 trillion, is much values that could accumulate to various countries’ market
smaller than its island neighbor’s and is less than one-sixth capitalizations. Most notably, Korea, which currently has

the size of the country’s $12 trillion economy. the smallest market value of the countries in our forecast,

could benefit so extraordinarily from U.S. GDP enhanced by
increased female LFPR that it would jump to No. 3, just behind
Japan and the U.S. in the 10 years we examine (see Table 2).

Table 2

Hypothetical Cumulative Growth In Global Stock Markets Over The Next Decade
(in $000,000)

Market Value Market Value Market Value Market Value Added Ending Market Value

S&P Global BMI (USD) as of Dec Added From Added From From GDP Growth + From GDP Growth +
(USD) 29,2017 GDP Growth Female LFPR Female LFPR Female LFPR
Global 54,789,720 44,901,952 5,867,856 50,769,808 105,559,528
Developed 49,031,783 43,848,409 5,833,345 49,681,754 98,713,536
United States 27,675,289 30,322,121 4,216,048 34,538,169 62,213,457
Global Ex-U.S. 27,114,431 20,588,464 2,650,421 23,238,885 50,358,316
Developed Ex-U.S. 21,356,494 15,601,951 1,998,695 17,595,646 38,952,140
Emerging 5,757,937 7,080,029 1,011,030 8,091,060 13,848,996
Japan 4,919,303 2,411,477 287,861 2,699,338 7,618,642
United Kingdom 3,144,893 2,040,353 255,094 2,295,447 5,440,340
China 1,877,032 4,205,571 700,675 4,906,246 6,783,278
Canada 1,750,558 1,726,743 234,560 1,961,303 3,711,861
France 1,691,138 1,529,636 203,978 1,733,613 3,424,757
Germany 1,650,980 1,961,001 277,767 2,238,768 3,889,749
Switzerland 1,398,011 1,711,269 244,316 1,955,585 3,348,596
Australia 1,229,037 1,114,490 148,697 1,263,187 2,492,224
Korea 1,069,279 4,971,949 1,020,467 5,992,417 7,061,695

Source: S&P Dow Jones Indices and S&P Global Ratings



In total, global market cap could surge by $5.87 trillion greater than the economic growth itself. Given the sensitivity

in a decade given an acceleration in U.S. GDP growth at of historical stock market returns to U.S. GDP growth, the
the pace we calculate under increased female workforce result of adding more women to the workforce could boost
participation (see Chart 7). U.S. stock market value by an additional return of 0.7%

annually in the next decade, translating into an extra $2.87
All told, if the U.S. were to follow the lead of many other trillion of market value. What is perhaps more impressive
developed countries and implement policies that encourage is the sprawling power that U.S. growth has globally, with
women to enter and remain in the workforce, the effects could an incremental return of 0.6% to the global stock market
reverberate globally, supporting a stock market boom far translating into $5.87 trillion of added market value.
Chart7
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