


  
 

  
 

 

  

 
 

A message from Rob Bate, ABN AMRO's Head of European Research: 
 
 

 
We are proud to present the latest – the ninth – edition of the annual Global Investment Returns Yearbook (GIRY). 
Again, we present an updated global returns database with its unmatched breadth and historical perspective. 

This year’s thematic studies are about momentum, a subject of importance to all investors, whether their 
investment style favours it or not. We show that momentum profits in equities have been large and pervasive 
across time and markets, and present findings from the longest momentum study ever undertaken. We also 
discuss how supply and demand as well as financing mechanisms can work as important multipliers of momentum 
for real estate and for commodity prices. Our focus throughout is on the practical implications for investors. In 
short, as always with GIRY, we hope to stimulate an interesting and productive debate. 

The Global Investment Returns Yearbook was launched in 2000. It is produced for ABN AMRO by London Business 

School experts Elroy Dimson, Paul Marsh and Mike Staunton, with a contributed chapter by Rolf Elgeti, ABN 

AMRO’s former Head of Equity Strategy. This synopsis outlines the contents of the 2008 Yearbook and highlights 

some of its key findings. 

The core of the Yearbook is provided by a long-run study covering 108 years of investment since 1900 in all the 

main asset categories in Australia, Belgium, Canada, Denmark, France, Germany, Ireland, Italy, Japan, the 

Netherlands, Norway, South Africa, Spain, Sweden, Switzerland, the United Kingdom, and the United States. These 

markets today make up some 85% of world equity market capitalisation. GIRY also reviews recent performance in 

a wider set of 29 markets comprising 98% of world capitalisation. With the unrivalled quality and breadth of its 

database, the Yearbook is the global authority on long-run stock, bond, bill and foreign exchange performance. 

In the 2008 Yearbook, the authors address some of the most important questions in investment. 

 Chapter 1 analyses the performance of global markets over 2007 and over the first eight years of the current 

decade, highlighting what happened and why. 

 Chapter 2 provides a comprehensive update on the long-term record of stocks, bonds, bills, inflation, 

currencies and risk premia around the world.  

 Chapter 3 focuses on momentum in equity markets, and shows that momentum profits have been large and 

pervasive across time and markets, drawing on findings from the longest momentum study ever undertaken.  

 Chapter 4, by Rolf Elgeti, develops this theme by discussing how supply and demand as well as financing 

mechanisms can work as important multipliers of momentum for real estate and for commodity prices. 

 Chapters 5–24 cover each of the 17 countries, plus the combined world and world ex-US indices, providing in-

depth analysis for each of five asset classes spanned by the authors’ 108-year history of asset returns. 

 Chapter 25 provides a bibliography. 
 
ABN AMRO distributes the Global Investment Returns Yearbook to its institutional investment clients, journalists 
and the media. Institutional clients should contact abnamroresearch@abnamro.com. Journalists should contact 
Aoife Cliodhna Reynolds (aoife.cliodhna.reynolds@uk.abnamro.com). 

London Business School distributes the Yearbook to all other users, who should contact Stefania Uccheddu 
(succheddu@london.edu). 

ISBN 978-0-9537906-8-5. The price of the Global Investment Returns Yearbook 2008 is £150. 

www.abnamroresearch.com 

Important disclosures can be found in the Disclosures Appendix. 
This document must be treated as a marketing communication for the purposes of Directive 
2004/39/EC as it has not been prepared in accordance with legal requirements designed to 
promote the independence of research; and it is not subject to any prohibition on dealing 
ahead of the dissemination of investment research. 
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Overview of Chapter 1: Recent Investment Returns 

The Global Investment Returns Yearbook starts by providing detailed statistics on, and analysing the recent 

performance of, equities and bonds in all the major world markets. Chapter 1 focuses on 2007 and the first eight 

years of this decade. 

Key findings for 2007:  

 Despite the turmoil in the credit markets, stock markets performed reasonably well in most countries. Emerging 

markets did best.  

 Volatility accelerated from a low base at the start of 2007. 

 Sector exposures had a larger impact than in recent years, with resource stocks doing particularly well, and 

financials suffering.  

 The tide turned for small-caps, which suffered a reversal after four years of outperformance. Value stocks also 

disappointed, and they underperformed growth stocks. 

 While the US (and world) bond indices did well, most government bond markets gave a negative real return.  

 Commodities, notably oil, generally performed well. 

 The second half of 2007 witnessed a real estate slowdown in many countries, and a sharp collapse in the US.  

 Currency mattered. The US dollar was again weak, and nearly all currencies were performance enhancing. Most 

countries had satisfactory USD returns, but their Euro returns were markedly lower. 

As Figure 1 shows, by end-2007 stock markets had largely eliminated the losses from the savage, start-of-century 

bear market. This is remarkable since, at the trough in March 2003, US stocks had fallen 45%, UK equity prices 

had halved, and German stocks had fallen by two-thirds. The Yearbook shows that: 

 Annualised real equity returns over 2000-07 remain negative in only three of the 17 Yearbook countries, the US 

(-0.4%), Japan (-0.7%) and The Netherlands (-1.3%). However, returns remain low in several other markets, 

including the UK (0.5%), Germany (1.4%), France (1.2%), Italy (0.9%) and Sweden (1.4%). 

 The annualised USD real return on the GIRY world index over 2000–07 is just 1.3%. Over this period, bonds 

beat equities (and bills) in 10 out of 17 countries, including all the largest markets. Realised equity risk premia 

over this period remain low by historical standards. 

Figure 1: Equity performance in selected world markets in real, local-currency terms  
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Source: ABN AMRO/LBS Global Investment Returns Yearbook 2008, chart3, Dow Jones Wilshire and Thomson Financial Datastream  

In recent years, there have been remarkable shifts worldwide in relative performance according to size, style and 

sector. The Yearbook documents and analyses these factors to shed light on the underlying causes of performance.  

Findings over 2000-07 include: 

■ Despite 2007 being generally disappointing for small-caps, over 2000–07 they nevertheless beat large-caps in 

every Yearbook country except Norway (and, marginally, Taiwan). In most countries, those who invested in 

2000 in small-caps are more than 50% richer than large-cap investors. 
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■ The poor return in 2007 from value stocks did not eliminate the 2000-07 value premium. Figure 2 reports the 

value premium: the performance of value stocks relative to growth stocks. It shows that, over 2000-07, value 

stocks beat growth stocks in every Yearbook country except Hong Kong (and, marginally, Switzerland). In most 

markets, those who invested in 2000 in value stocks are more than 50% richer than growth-stock investors.  

Figure 2: Value-growth premia around the world during 2007 and 2000–08 
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Source: ABN AMRO/LBS Global Investment Returns Yearbook 2008, chart7 and MSCI style-based indices 

 Momentum trading has provided large potential profits in virtually every equity market. A strategy of buying 

stock market winners, while avoiding (or taking a short position in) stocks that have performed poorly, has 

provided a large premium since 2000-07. We also analyse momentum investing, in detail, in Chapter 3. 

 A major factor is the investor’s choice of reference currency. Over the eight years since 2000, the US dollar has 

fallen against all Yearbook currencies except two (the South African Rand and the Yen). Since 2002, the dollar 

has fallen against every Yearbook currency—by 39% in the case of the Euro. 

 A huge gap has now opened up in sector performance since the tech-bubble burst in March 2000. Figure 3 

highlights the best and worst performing sectors, showing that an investment in the top performing UK sector—

tobacco—would now be worth 212 times more than an equivalent amount invested in the worst performing 

sector—technology hardware. 

Figure 3: Returns on best and worst performing sectors from mid-March 2000 until end-2007 
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Source: ABN AMRO/LBS Global Investment Returns Yearbook 2008, Chart 5 and Nomura/FTSE International All-World Review 

Chapter 1 delves into what happened in 2007 and over 2000-07, and why. The authors dissect the sources of 

global returns, revealing whether performance reflects skill, luck, or a combination of the two. While GIRY may 

inadvertently serve the “market for excuses”, its main aim is to help investors diagnose the market exposures that 

can enhance or hinder performance. 

One—or even eight—years is a brief interval in investment. To form a meaningful judgement about the future we 

need to look not only at the recent past, but also at the long run. That is the subject of Chapter 2, which provides 

a comprehensive global analysis of the long-term record of stocks, bonds, bills, inflation, currency and risk premia. 
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Overview of Chapter 2: The Long-Run Perspective 

Chapter 2 presents long-run evidence on asset returns over 108 years, and on stock market anomalies such as the 

size effect and the performance of value investing. Key findings are that: 

■ An investment in UK equities of £100 at the start of 1900 would, with dividends reinvested, have grown to over 

£2.2 million by the end of 2007, a return of 9.7% p.a. (see Figure 4). Long bonds and treasury bills gave lower 

annualised returns of 5.3% and 5.0%, respectively, although they beat inflation (4.0%). 

Figure 4: Cumulative returns on UK asset classes in nominal terms, 1900—2007 
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Source: ABN AMRO/LBS Global Investment Returns Yearbook 2008, chart 12 

■ The Yearbook provides charts similar to Figure 4, in both nominal and real terms, for all 17 countries plus the 

world and world ex-US indices (see the summary of chapters 5–24 below). They show that since 1900, equities 

are the best-performing asset class in every country, while bonds beat bills everywhere except Germany.  

■ Figure 5 shows that the best performing equity markets over the very long term are Australia and Sweden, with 

annualised real returns since 1900 of 7.9% and 7.8%, respectively, compared to a world average of 5.8%.  

Figure 5: Real returns on equities versus bonds internationally, 1900—2007 
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Source: ABN AMRO/LBS Global Investment Returns Yearbook 2008, chart 14 

■ Equity returns were subject to considerable volatility. The UK’s standard deviation of 19.8% places it alongside 

the US (20.0%) at the lower end of the risk spectrum. The highest volatility markets were Germany (32.3%), 

Japan (29.8%), and Italy (28.9%), reflecting the impact of wars and inflation. 

■ In contrast to the volatility levels of individual markets, the GIRY world portfolio has a standard deviation of 

just 17.1%, showing the risk reduction obtained from international diversification. 

■ History has witnessed several episodes of extreme losses for equities. Figure 6 shows that the three great bear 

markets inflicted far more damage on world equities than the world wars. Note that in each episode of 

turbulence, the losses experienced in the worst affected market were very large indeed. 
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Figure 6: Extremes of equity market history, 1900-2007 
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Source: ABN AMRO/LBS Global Investment Returns Yearbook 2008, Table 6 

■ Chapter 2 shows that over the long run, small-caps have outperformed in most countries. Similarly, value 

stocks have beaten growth stocks. When these factors are analysed together, small-value did best of all. 

■ Long-run returns are heavily influenced by reinvested dividends. After 108 years, $1 invested in US equities in 

2000 would have grown to $22,745 with dividends reinvested, but to just $239 on a capital gains only basis. 

Figure 7: Impact of reinvested dividends on cumulative UK & US equity local-currency returns, 1900—2007 
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Source: ABN AMRO/LBS Global Investment Returns Yearbook 2008, chart 18 

■ Figure 8 shows the annualised (geometric) equity risk premia realised over the last 108 years. 

Figure 8: Worldwide annualised equity risk premia relative to bonds and bills, 1900—2007 
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Source: ABN AMRO/LBS Global Investment Returns Yearbook 2008, chart 20 
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Background information on ABN AMRO and London Business School 

ABN AMRO 

Netherlands-based ABN AMRO is a leading international bank with total assets of EUR 1,120.1 bln (as at 30 June 

2007). It has more than 4,000 branches in 53 countries, and has a staff of more than 99,000 full-time equivalents 

worldwide. ABN AMRO was acquired by the Consortium of RBS, Fortis and Santander in October 2007 and its 

various businesses will be divided among the three banks. 

London Business School 

London Business School is the pre-eminent global business school, nurturing talent and advancing knowledge in a 

multi-national, multi-cultural environment. Founded in 1965, the School graduated over 800 MBAs, Executive 

MBAs, Masters in Finance, Sloan Fellows and PhDs from over 70 countries last year. The School’s executive 

education department serves over 6,000 executives on its programmes every year. London Business School is 

based in the most accessible and international city in the world and has twice been awarded the highest research 

rating of five-star (5*), by the Higher Education Funding Council for England, confirming the School as a centre of 

world-class research in business and management. 
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