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Recommended Investment:
iShares Core S&P 500 ETF
“I recommend the S&P 500 index fund and have for a long, long time” billionaire investor Warren Buffett said 
at Berkshire Hathaway’s 2021 annual shareholders meeting. And indeed, over the long term, this index of 
major US companies has proven remarkably resilient. Despite wars, pandemics, recessions and numerous 
other challenges since its inception in its current form in 1957, the average annualised return on the S&P 
500 is 11.88% (to Y/E 2021).

Though numerically just a small portion of the more than 4,200 publicly listed companies based in the 
United States, S&P 500 companies represent about 80% of total US market capitalisation. Thus, the index 
is widely regarded as a “proxy” for the broader US equity market. 

Some of the underlying qualities that make the S&P 500 such an important benchmark include:

i-Quality - S&P 500 companies are often considered the most representative of the key industries in the 
economy, and they tend to be large-caps with relatively higher quality and stable businesses.

ii-Access to secular growth - the US is a global innovation juggernaut, the most dynamic economy on 
earth and home to world-leading technology firms, many of which are included in the S&P 500. Legendary 
investor Warren Buffett once said that most people need only put their into an ‘American business’ and 
let it grow.

iii-Real returns - the S&P 500 over the long term has historically provided real returns - or the amount 
earned after accounting for inflation - as companies have become more productive and able to pass on 
higher costs to consumers. Even during the Great Inflation decade from 1971 to 1980, consumer prices 
rose by a cumulative 117%, but the S&P 500’s total return was higher at 125%.

iv-A foundation for consistent earnings - because of the stringent requirements for inclusion in the S&P 500 
Index, the companies have generally kept up with long-term structural changes in the economy, technology 
and consumer preferences, which contributes to a rise in corporate earnings - the foundation for long-
term equity gains. To be selected for inclusion in the index, companies must have at least $14.6 billion in 
market capitalisation, have positive earnings in the most recent quarter and year and meet a host of other 
standards. The list is continually updated by the Index Committee as companies expand or decline, and this 
regular refresh may help to explain the index’s historical resilience in the face of market pressures.

v-Durability during and after recessions - considering the last four recessions, the S&P 500 tended to 
perform better on average in terms of price return, both during and 12 months after the start of the 
recession, compared with global peers and commodities.

vi-Ongoing reinvention - creative destruction, or the process of constant reinvention as emerging 
companies become eligible for inclusion and others drop off, has transformed the S&P 500 over time. In 
1969, industrials represented a third of the index. Today, only 72 firms are industrials, while technology 
companies have risen from 16 to 76.

Of course, investors should not focus solely on the S&P 500. Stocks of smaller, promising companies as 
well as domestic and other international equities can offer important potential growth opportunities for
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Recommended Investment (cont):
investors, while bonds and alternative assets are essential for diversification. However, it is a core holding 
for most ‘balanced’ and ‘capital growth’ portfolios.

We recommend the iShares Core S&P 500 ETF, a low-cost tracker fund that captures the performance of 
the index through physical replication. It trades on the LSE in sterling (CSP1.L), is income accumulating and 
has a Total Expense Ratio (“TER”) of just 0.07%. For those investors who are bullish on the pound, there is 
a sterling-hedged version (GSPX.L) that distributes its income and has a TER of just 0.1%.


