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Banking on a Cyclical Recovery— KBE
The 10-Year Treasury yield has risen 63 basis points since August1 and the 2-and-10-year yield
spread sits at its widest level since 20172 in a sign that investors are betting on further
acceleration in the US’s economic recovery this year amidst increased vaccination distribution and
talks of further fiscal spending

•

While US equity valuations remain largely stretched, valuations for banks remain constructive
given that forward price-to-earnings ratios are 42%3 below their long term average and have not
seen expansion over the past year despite positive earnings sentiment for the industry

•

When positioning for a cyclical recovery, investors may want to consider banks given that the
industry is expected to see 8% greater earnings growth than that of the broader market in 20214
and improved net interest margins as the yield curve continues to steepen

As rates rose, the bank industry has outperformed the broader market by 31.8% since August.5
Investors looking to position for cyclical changes in a high conviction manner may want to consider
investing in the banking industry. As a result of their operations that focus primarily on the ability to
borrow short term and lend to clients long term, banks have historically benefited from a steepening
yield curve. The SPDR S&P Bank ETF [KBE] offers exposure to a targeted set of large and regional
banks, alongside other diversified financial services firms, potentially benefiting from a cyclical
recovery.
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The Takeaway

•
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Source: Bloomberg Finance, L.P., 07/01/2020 – 02/04/2021. Past performance is not a guarantee of future results.
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Annualized

Standard
Performance
Ticker

Name

YTD

1 Year

3 Year

5 Year

10 Year

Since
Inception

KBE (NAV)

SPDR S&P Bank ETF

-8.74

-8.74

-1.62

6.57

6.95

6.95

KBE (MKT)

SPDR S&P Bank ETF

-8.75

-8.75

-1.64

6.57

6.94

6.94

Inception
Date

Gross
Expense
Ratio (%)

11/08/2005

0.35%

-

-

Source: ssga.com/etfs, as of December 31, 2020
Performance returns for periods of less than one year are not annualized. Performance quoted represents past performance,
which is no guarantee of future results. Investment return and principal value will fluctuate, so you may have a gain or loss
when shares are sold. Current performance may be higher or lower than that quoted. For SPDR ETFs, visit ssga.com/etfs for
most recent month-end performance. The market price used to calculate the Market Value return is the midpoint between the
highest bid and the lowest offer on the exchange on which the shares of the Fund are listed for trading, as of the time that the Fund’s
NAV is calculated. If you trade your shares at another time, your return may differ.
1 Source: Bloomberg Finance, L.P. 08/04/2020 - 02/04/2021.
2 Source: Bloomberg Finance, L.P. 01/01/2017 – 02/04/2021.
3 Source: Factset 01/31/2006 – 01/31/2021
4 Source: Factset as of 02/04/2021. The S&P Bank Select Industry Index has 31.8% 2021 projected EPS growth for CY 2021. The
S&P 500 Index has 23.8% earnings growth projected for CY 2021.
5 Source: Factset 08/01/2020 – 02/04/2021. The broader market is represented by the S&P 500 Index.
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Use Only
The whole or any part of this work may
not be reproduced, copied or
transmitted or any of its contents
disclosed to third parties without
SSGA’s express written consent.
The views expressed in this material
are the views of the SPDR Research
and Strategy team and are subject to
change based on market and other
conditions.
This document contains certain
statements that may be deemed
forward looking statements. Please
note that any such statements are not
guarantees of any future performance
and actual results or developments
may differ materially from those
projected. Information represented in
this piece does not constitute legal,
tax, or investment advice. Investors
should consult their legal, tax, and
financial advisors before making any
financial decisions.
Important Risk Information
Investing involves risk including the
risk of loss of principal.
ETFs trade like stocks, are subject to
investment risk, fluctuate in market
value and may trade at prices above or
below the ETFs’ net asset value.
Brokerage commissions and ETF
expenses will reduce returns.
Because of their narrow focus, sector
funds tend to be more volatile than
funds that diversify across many
sectors and companies.
Equity securities may fluctuate in
value in response to the activities of
individual companies and general
market and economic conditions.
Non-diversified fund may invest in a
relatively small number of issuers, a
decline in the market value may affect
its value more than if it invested in a
larger number of issuers.
The Fund may not purchase securities
of any issuer if, as a result, more than
5% of the Fund’s total assets would be
invested in that issuer’s securities;
except as may be necessary to
approximate the composition of its
target index. This limitation does not
apply to obligations of the U.S.

government or its agencies or
instrumentalities.
Passively managed funds hold a
range of securities that, in the
aggregate, approximates the full Index
in terms of key risk factors and other
characteristics. This may cause the
fund to experience tracking errors
relative to performance of the index.
While the shares of ETFs are tradable
on secondary markets, they may not
readily trade in all market conditions
and may trade at significant discounts
in periods of market stress.
ETFs trade like stocks, are subject to
investment risk, fluctuate in market
value and may trade at prices above or
below the ETFs net asset value.
Brokerage commissions and ETF
expenses will reduce returns.
While the Fund is expected to operate
as a diversified fund, it may become
non-diversified for periods of time
solely as a result of changes in the
composition of its benchmark index.
There can be no assurance that a
liquid market will be maintained for
ETF shares.
No action has been taken or will be
taken in Israel that would permit a
public offering of the Securities or
distribution of this sales brochure to
the public in Israel. This sales brochure
has not been approved by the Israel
Securities Authority (the ‘ISA’).
Accordingly, the Securities shall only
be sold in Israel to an investor of the
type listed in the First Schedule to the
Israeli Securities Law, 1978, which has
confirmed in writing that it falls within
one of the categories listed therein
(accompanied by external confirmation
where this is required under ISA
guidelines), that it is aware of the
implications of being considered such
an investor and consents thereto, and
further that the Securities are being
purchased for its own account and not
for the purpose of re-sale or
distribution.
This sales brochure may not be
reproduced or used for any other
purpose, nor be furnished to any other
person other than those to whom
copies have been sent.
Nothing in this sales brochure should
be considered investment advice or
investment marketing as defined in the
Regulation of Investment Advice,

Investment Marketing and Portfolio
Management Law, 1995 (“the
Investment Advice Law”). Investors
are encouraged to seek competent
investment advice from a locally
licensed investment advisor prior to
making any investment. State Street is
not licensed under the Investment
Advice Law, nor does it carry the
insurance as required of a licensee
thereunder.

subsidiary of State Street
Corporation. References to State
Street may include State Street
Corporation and its affiliates.
Certain State Street affiliates
provide services and receive fees
from the SPDR ETFs

Before investing, consider the
funds’ investment objectives,
risks, charges and expenses. To
This sales brochure does not constitute obtain a prospectus or
an offer to sell or solicitation of an offer summary prospectus which
contains this and other
to buy any securities other than the
information, call 1-866-787-2257
Securities offered hereby, nor does it
constitute an offer to sell to or
or visit www.ssga.com/etfs.
solicitation of an offer to buy from any
Read it carefully.
person or persons in any state or other
jurisdiction in which such offer or
solicitation would be unlawful, or in
which the person making such offer or
solicitation is not qualified to do so, or
to a person or persons to whom it is
unlawful to make such offer or
solicitation.
United Kingdom: State Street Global
Advisors Limited. Authorised and
regulated by the Financial Conduct
Authority. Registered in England.
Registered No. 2509928. VAT No.
5776591 81. Registered office: 20
Churchill Place, Canary Wharf,
London, E14 5HJ. T: 020 3395 6000.
F: 020 3395 6350.
Non-diversified funds that focus on a
relatively small number of securities
tend to be more volatile than diversified
funds and the market as a whole.
Intellectual Property Information:
Standard & Poor’s®, S&P® and
SPDR® are registered trademarks of
Standard & Poor’s Financial Services
LLC (S&P); Dow Jones is a registered
trademark of Dow Jones Trademark
Holdings LLC (Dow Jones); and these
trademarks have been licensed for use
by S&P Dow Jones Indices LLC
(SPDJI) and sublicensed for certain
purposes by State Street Corporation.
State Street Corporation’s financial
products are not sponsored, endorsed,
sold or promoted by SPDJI, Dow
Jones, S&P, their respective affiliates
and third party licensors and none of
such parties make any representation
regarding the advisability of investing
in such product(s) nor do they have
any liability in relation thereto, including
for any errors, omissions, or
interruptions of any index.
State Street Global Advisors Funds
Distributors, LLC member FINRA,
SIPC, an indirect wholly owned

Not FDIC Insured • No
Bank Guarantee • May
Lose Value
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One Iron Street, Boston, MA
02210-1641
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