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  S&P INDICES Practice Essentials

The S&P 
Equal Weight Index 
(S&P EWI) is 
composed of the 
same stocks as the 
market cap 
weighted  
S&P 500®. 

Equal Weight Indexing 

A look at the S&P 500® versus the S&P Equal Weight Index 

Differences in design between the S&P 500 and the  
S&P Equal Weight Index 
 
Following the introduction of the S&P 500 in 1957, most indices have been 
weighted by market capitalization so that a price change in a larger 
company has a greater influence on the index when compared to the 
same price change in a smaller company.  With the creation of the S&P 
Equal Weight Index (S&P EWI) in January 2003, S&P Indices introduced 
an equal weighted version of the highly regarded S&P 500.  While the 
S&P EWI has the same 500 stock constituents as the market cap 
weighted S&P 500, every company in the S&P EWI is allocated a fixed 
weight at each quarterly rebalancing of the index.  This feature makes the 
S&P EWI  a tool of interest for advisors who are proponents of the theory 
that the market is inefficient, and, at times, overweights or underweights 
certain factors.  Equal weighted capitalization offers advisors alternative 
views on the U.S. equity market and exposes different return potential at 
both the index and sector level.   

Unique properties of the S&P Equal Weight Index 
 
The S&P EWI gives greater influence to the smaller market cap stocks 
within the S&P 500, and lessens the influence of the larger market cap 
stocks.  For example, on November 30, 2009 the largest holding in the 
S&P 500 was Exxon (XOM, Energy) with a 3.74% weight.  On the same 
date, the largest holding in the S&P EWI was Amazon.com (AMZN, 
Consumer Discretionary) with a 0.30% weight in the index.  How big is that 
weighting difference?  The weight of Exxon in the S&P 500 on November 
30, 2009 was greater than the combined weight of the top 10 holdings 
(2.59%) in the S&P EWI.  Furthermore, during the December 2009 
rebalancing of the S&P EWI, the weight of Amazon was rebalanced to a 
0.20% weight in the index.  This example shows how the S&P EWI allows 
the advisor to view a portfolio where concentration is nearly eliminated. 
 
Relative to the S&P 500, the S&P EWI has been consistently overweight 
certain sectors, such as Utilities and Consumer Discretionary, and 
underweight certain sectors, such as Health Care and Telecommunication 
Services.  Over time, however, the situation has varied considerably for 
other sectors.  How might this aspect of the S&P EWI matter to an 
advisor?  These differences in sector weighting provide more options for 
advisors in search of alternate ways to inform their sector views. 
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S&P INDICES | See what others don’t, so you can do what others can’t. 

For example, during the tech boom, the S&P EWI went from being 
underweight in the Information Technology (IT) sector by only 3% at the 
start of 1998, to almost 20% underweight in August 2000 relative to the 
S&P 500.  That underweighting in the S&P EWI served to lessen the 
influence of the sector during the subsequent market decline. 

Comparative Sector Weights of the S&P 500 and S&P EWI  

 

S&P 500 
Sector 
Weights 

S&P Equal Weight 
Index 
Sector Weights 

EWI sector overweighting 
or (underweighting) 
relative to cap-weighted 

Energy  12.02 % 7.97 % (4.05 %) 
Materials  3.57 % 5.98 % 2.41 % 
Industrials 10.36 % 11.72 % 1.36 % 
Consumer 
Discretionary 

12.02 % 15.79 % 3.77 % 

Consumer Staples 11.71 % 8.52 % (3.19 %) 
Health Care 12.84 % 10.88 % (1.96 %) 
Financials 14.45 % 15.09 % 0.64 % 
Info Tech 18.90 % 15.26 % (3.64 %) 
Telecom Svcs 3.11 % 1.78 % (1.33 %) 
Utilities 3.63 % 7.02 % 3.39 % 

Source: S&P Indices, data as of November 30, 2009 

Comparative Sector Weights in 2009 Compared to 1999 

2009 data comparing S&P 500 GICS® sectors to S&P EWI GICS sectors 

 

Sector weight 
differences 
between the S&P 
EWI and the S&P 
500 allow advisors 
the opportunity to 
seek to measure 
the U.S. market in 
unique ways. 
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1999 data comparing S&P 500 GICS sectors to S&P EWI 
GICS sectors 
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In the last five 
years, the S&P EWI 
has outperformed 
the S&P 500. 
 

 
Source: S&P Indices 

Comparative performance of the S&P EWI versus the  
S&P 500 
In the last five years, the S&P EWI has outperformed the S&P 500 by 
1.87% per year on average.  As of November 30, 2009, the total return for 
the S&P EWI (year-to-date) was 39.85%, while the total return for the S&P 
500 was 24.07% (year-to-date).  Advisors should note that there is no 
guarantee that this past performance will be repeated in the future. 

Annualized Returns of S&P 500 and S&P EWI as of  
October 31, 2009 

 

S&P 500 
(Cap-weighted) 

S&P Equal 
Weight Index 

EWI Outperformance 
Relative to Cap-weighted 

Year to Date  24.07% 39.85% 15.78% 
1 Year  9.8% 23.46% 13.66% 

3 Year -7.02% -5.7% 1.32% 
5 Year 0.33% 2.2% 1.87% 
10 Year -0.95% 4.55% 5.50% 

Source: S&P Indices 

Turnover of the S&P EWI compared to the S&P 500 
Average annual turnover was 22.09% for the S&P EWI and 4.01% for the 
S&P 500 in 2009.  The S&P 500 has a very low turnover rate relative to 
most indices.  Turnover for the S&P EWI is lower than the turnover for 
most actively managed portfolios, which tend to be in the 50% to 100% 
range. 
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Conclusion 
While simple, the concept behind the S&P Equal Weight Index can serve 
as a powerful investment tool.  Equal weighting is associated with a 
unique set of risk factors that differs from that of market capitalization 
weighting.  As awareness of the relatively low cost and transparency of 
funds based on indices continues to grow, S&P Indices expects this 
concept to continue to gain ground. 
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Disclaimer 
 
This document does not constitute an offer of services in jurisdictions where Standard & Poor’s or its affiliates do not 
have the necessary licenses. Standard & Poor’s receives compensation in connection with licensing its indices to third 
parties. 
  
All information provided by Standard & Poor’s is impersonal and not tailored to the needs of any person, entity or group 
of persons. Standard & Poor’s and its affiliates do not sponsor, endorse, sell, promote or manage any investment fund 
or other vehicle that is offered by third parties and that seeks to provide an investment return based on the returns of 
any Standard & Poor’s index. Standard & Poor’s is not an investment advisor, and Standard & Poor’s and its affiliates 
make no representation regarding the advisability of investing in any such investment fund or other vehicle. A decision 
to invest in any such investment fund or other vehicle should not be made in reliance on any of the statements set forth 
in this presentation. Prospective investors are advised to make an investment in any such fund or other vehicle only 
after carefully considering the risks associated with investing in such funds, as detailed in an offering memorandum or 
similar document that is prepared by or on behalf of the issuer of the investment fund or other vehicle. Inclusion of a 
security within an index is not a recommendation by Standard & Poor’s to buy, sell, or hold such security, nor is it 
considered to be investment advice. Exposure to an asset class is available through investable instruments based on 
an index. It is not possible to invest directly in an index. Standard & Poor's is not a tax advisor. A tax advisor should be 
consulted to evaluate the impact of tax-exempt securities on portfolios and the tax consequences of making any 
particular investment decision. 
 
Standard & Poor’s does not guarantee the accuracy and/or completeness of any Standard & Poor’s index, any data 
included therein, or any data from which it is based, and Standard & Poor’s shall have no liability for any errors, 
omissions, or interruptions therein. Standard & Poor’s makes no warranties, express or implied, as to results to be 
obtained from use of information provided by Standard & Poor’s and used in this service, and Standard & Poor’s 
expressly disclaims all warranties of suitability with respect thereto. While Standard & Poor’s has obtained information 
believed to be reliable, Standard & Poor’s shall not be liable for any claims or losses of any nature in connection with 
information contained in this document, including but not limited to, lost profits or punitive or consequential damages, 
even if it is advised of the possibility of same. These materials have been prepared solely for informational purposes 
based upon information generally available to the public from sources believed to be reliable. Standard & Poor’s makes 
no representation with respect to the accuracy or completeness of these materials, the content of which may change 
without notice. The methodology involves rebalancing and maintenance of the indices that are made periodically during 
each year and may not, therefore, reflect real-time information. 
 
Analytic services and products provided by Standard & Poor’s are the result of separate activities designed to preserve 
the independence and objectivity of each analytic process. Standard & Poor’s has established policies and procedures 
to maintain the confidentiality of non-public information received during each analytic process. Standard & Poor's and its 
affiliates provide a wide range of services to, or relating to, many organizations, including issuers of securities, 
investment advisers, broker-dealers, investment banks, other financial institutions, and financial intermediaries, and 
accordingly may receive fees or other economic benefits from those organizations, including organizations whose 
securities or services they may recommend, rate, include in model portfolios, evaluate or otherwise address. 
 
Copyright © 2010 by Standard & Poor’s Financial Services LLC. All rights reserved. 
Redistribution, reproduction, and/or photocopying in whole or in part is prohibited without written permission.  
 
S&P and STANDARD & POOR’S are registered trademarks of Standard & Poor’s Financial Services LLC.  
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The S&P Indices Practice Essentials 
educational series is designed to explain 
selected market and indexing concepts. 
Contact us: 1-877-SPCLIENT  
index_services@standardandpoors.com   
www.indices.standardandpoors.com  


