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Historical perspective on stock-bond correlation 

Sources: Bloomberg, © 2024 - Morningstar Direct, All Rights Reserved*, Wells Fargo Investment Institute. Quarterly data from January 1, 1970 to December 31, 2023. Equities represented by S&P 
500 Index. Fixed income represented by a blend of IA SBBI U.S. Long-Term Government Bond Index and IA SBBI U.S. Long-Term Corporate Bond Index until 1976, and then Bloomberg U.S. Aggregate 
Bond Index. Correlations for U.S. markets; calculated using monthly total returns. Past performance is no guarantee of future results. An index is unmanaged and not available for direct investment.  

Correlation between stocks and bonds has increased significantly in the past two years 

The correlation between equity and fixed-income performance was frequently positive from 1970 – 2000, negative for 
much of 2000 – 2021, and has increased significantly since 2022. Two key macroeconomic factors have historically 
driven performance — inflation and economic growth. In the past, stocks and bonds have had similar sensitivities to 
inflation but opposite sensitivities to economic growth.  

Although economic growth can affect stock-bond correlations, inflation historically has been the main driver in the 
relationship. The chart shows that, for the most part, stock-bond correlations have been positive during periods when 
inflation was rising or falling rapidly (e.g., the 1970s and early 1980s) and have been negative or zero during periods 
when inflation was at or near 2%. We attribute the recent rise in stock-bond correlations to the spike in inflation post-
pandemic, followed by rapid disinflation. 

What it may mean for investors 

We think that the stock-bond correlation will revert to being negative or near zero in the coming years based on our 
forecasts for inflation (which we expect to continue slowing before stabilizing slightly above pre-pandemic levels) and 
interest rates (which we expect to remain at current levels or slightly higher for the next few years). If our forecast is 
correct, bonds should provide the typical diversification benefits during periods of increased stock market volatility. 

Douglas Beath; Global Investment Strategist  
Michael Taylor, CFA; Investment Strategy Analyst   Excerpted from Asset Allocation Strategy Report (February 15) 
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* The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, 
complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. 

Risk Considerations 

Forecasts, estimates, and projections are not guaranteed and are based on certain assumptions and views of market and economic conditions which are subject to change. 

Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level of return the 
investment or asset class might achieve. Stock markets are volatile. Stock values may fluctuate in response to general economic and market conditions, the prospects of 
individual companies, and industry sectors. Bonds are subject to market, interest rate, price, credit/default, liquidity, inflation, and other risks. Prices tend to be inversely 
affected by changes in interest rates. U.S. government securities are backed by the full faith and credit of the federal government as to payment of principal and interest.  
Unlike U.S. government securities, agency securities carry the implicit guarantee of the U.S. government but are not direct obligations. Payment of principal and interest is solely 
the obligation of the issuer.  If sold prior to maturity, both types of debt securities are subject to market risk. 

Definitions 

Bloomberg U.S. Aggregate Bond Index is a broad-based measure of the investment grade, U.S. dollar-denominated, fixed-rate taxable bond market. 

Consumer Price Index (CPI) produces monthly data on changes in the prices paid by urban consumers for a representative basket of goods and services.  

IA SBBI U.S. Long-Term Corporate Bond Index is a custom index designed to measure the performance of long-term U.S. corporate bonds. 

IA SBBI U.S. Long-Term Government Bond Index is a custom index designed to measure the performance of long-term U.S. government bonds. 

S&P 500 Index is a market capitalization-weighted index composed of 500 stocks generally considered representative of the U.S. stock market. 

An index is unmanaged and not available for direct investment.  
General Disclosures 

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of Wells 
Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company. 

The information in this report was prepared by Global Investment Strategy. Opinions represent GIS’ opinion as of the date of this report and are for general information 
purposes only and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to 
advise you of any change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent 
with, and reach different conclusions from, this report. 

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor.  
This report is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, 
hold or sell securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider 
all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has 
been prepared from sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness. 

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any 
financial services regulatory authority outside of the U.S.  Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be 
afforded certain protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications 
made with Wells Fargo Advisors.  

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-
dealers and non-bank affiliates of Wells Fargo & Company. PM-08292025-6443963.1.1 
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