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    3. How can volatility impact strategic decision making and 
valuation? 

 

  

  
 

  

  
 

   
Key Takeaways 

 "Low volatility" investment strategies have outperformed over recent years and 

attracted significant investor interest.  

 Increased diversification tends to contribute to lower operational and capital markets 

volatility. Firms should consider this when evaluating strategic alternatives such as 
spin-offs or split-offs of certain business segments.  

An analysis of S&P 500 firms shows that less volatile firms (as measured by share price 

volatility) enjoy higher multiples (median NTM P/E for lower-volatility firms is 18.9x compared 

to 15.1x for the higher-volatility firms). Similarly, over the last five years S&P 500 and MSCI 

"low volatility" indices have outperformed the S&P 500 and MSCI World by approximately 

20% each. These trends have followed a rise in low volatility investment strategies: the 

average assets-under-management of "smart beta" low volatility ETF funds has grown 175% 

over the last eight years (compared to the next largest gains in the "quality" strategy that 
grew at 60% over the same time period.).    

These results illustrate the market’s focus on stability and predictability. Any corporate 

decision-making that negatively impacts the predictability of the overall business should be 

carefully evaluated to ensure the corresponding expected returns exceed any negative 

impact from increased uncertainty.     

 

  

 
 

 

     
 
 
 

 
 
 

 
 

  
 

 
 

 
  

  



      
 

 

   
 

Disclaimer: This material is not a product of the Research Departments of J.P. Morgan and is not a research report. 

Unless otherw ise specifically stated, any views or opinions expressed herein are solely those of Corporate Finance 

Advisory, and may differ from the view s and opinions expressed by J.P. Morgan's Research Departments or other 

departments or divisions of J.P. Morgan and its aff iliates. Distribution, copy, reprints, and/or forwarding of these 

materials to non-investment banking clients of J.P. Morgan is not permitted unless specif ically approved by 

J.P. Morgan. Information has been obtained from sources believed to be reliable but J.P. Morgan does not w arrant 

its completeness or accuracy. In no event shall J.P. Morgan be liable for any decision made or action taken in 

reliance upon the information contained herein. This material is not intended as an offer or solicitation for the 

purchase or sale of any f inancial instrument, and is a "solicitation" only as that term is used w ithin CFTC Rule 1.71 

and 23.605 promulgated under the U.S. Commodity Exchange Act. Questions regarding swap transactions or swap 

trading strategies should be directed to one of the Associated Persons of J.P. Morgan's Sw ap Dealers. 

JPMorgan Chase and its aff iliates do not provide tax, legal or accounting advice. You should consult your ow n tax, 

legal and accounting advisors before engaging in any transaction. 
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