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SHRINKING PUBLIC MARKETS AND RISING VALUATIONS

Barring a correction in December, most U.S. equity indices are looking at another successful year of double digit 
returns. While investors can rejoice in their strong portfolio performances, there is an air of caution as valuations 
are well above historical averages. This has been an area of concern for the last few years, yet markets continue 
to outperform and valuations keep rising.  

One possible explanation for this is the decline in the total number of publicly traded companies. Since peaking 
in the mid 1990s, listed companies have fallen by nearly 50% to about 4,300 firms despite the total number of 
companies in the U.S. remaining about the same. More regulation as well as increased availability of private 
capital have made businesses less likely to go public. Most retail investors, however, do not have the capability 
to invest in private markets. With fewer investable options there is more money to go around to these publicly 
traded firms. 

While most of the companies that choose to be public are larger than their private counterparts, this suggests 
the historic average valuation of about 20x earnings is too low of a benchmark for today’s publicly traded firms. 
These higher equity valuations may be the new normal and the bull run could continue in 2018.        

JEFFREY HOFFMEYER, CFA, LEAD ANALYST, ASSET ALLOCATION

Source: World Bank, Bloomberg
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The sources of information used in this report are believed to be reliable. Marquette Associates, Inc. has not independently 

verified all of the information and its accuracy cannot be guaranteed. Opinions, estimates, projections and comments on 

financial market trends constitute our judgment and are subject to change without notice. This material is not financial advice 

nor an offer to purchase or sell any product. References to specific securities are for illustrative purposes only and do not 

constitute recommendations. Past performance does not guarantee future results. 

About Marquette Associates

Marquette Associates is an independent investment consulting firm that guides institutional investment programs with a 

focused client service approach and careful research. Marquette has served a single mission since 1986 – enable institutions 

to become more effective investment stewards. Marquette is a completely independent and 100% employee-owned 

consultancy founded with the sole purpose of advising institutions. 

For more information, please visit www.marquetteassociates.com.


