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Sources: Zephyr StyleADVISOR, MacroBond, PSN Enterprise, Bloomberg. 1 week data as of 1/10/20, unless otherwise stated, time periods over 1 week as of  12/31/19. Equity Style 
Performance represented by: Large Value – Russell 1000 Value, Large Blend – Russell 1000, Large Growth – Russell 1000 Growth, Mid Value – Russell MidCap Value, Mid Blend – Russell 
MidCap, Mid Growth – Russell MidCap Growth, Small Value – Russell 2000 Value, Small Blend – Russell 2000, Small Growth – Russell 2000 Growth. Fund flow data (EPFR Global) 1/2/20 –
1/8/20, S&P 500 (Large Cap Blend flows), Russell 3000 (all U.S. equity flows), Russell 1000 (all Large Cap flows), Russell Mid Cap (all Mid Cap flows), Russell 2000 (all Small Cap flows), MSCI EAFE 
(Western Europe DM, Asia Pacific DM flows) MSCI EM (All Emerging Market flows), MSCI World (All Developed Markets flows)

Global Asset Class Performance

Index 1 Week 3-Mos YTD 1 Year 3 Year Flows (mil)
S&P 500 0.98% 9.07% 31.49% 31.49% 15.27% ($2,528)

Russell 3000 0.92% 9.10% 31.02% 31.02% 14.57% ($4,815)

Russell 1000 1.00% 9.04% 31.43% 31.43% 15.05% ($6,039)

Russell MidCap 0.51% 7.06% 30.54% 30.54% 12.06% ($1,838)

Russell 2000 -0.18% 9.94% 25.53% 25.53% 8.59% ($2,898)

MSCI EAFE -0.08% 8.21% 22.66% 22.66% 10.11% $135

MSCI EM 0.88% 11.93% 18.90% 18.90% 11.99% $1,963

MSCI World 0.65% 8.68% 28.40% 28.40% 13.20% ($2,507)

1 Mos Value Blend Growth
Large 2.75% 2.89% 3.02%

Mid 3.04% 2.29% 1.17%

Small 3.50% 2.88% 2.29%

YTD Value Blend Growth

Large 26.54% 31.43% 36.39%

Mid 27.06% 30.54% 35.47%

Small 22.39% 25.53% 28.48%

Factor Index 3 Mos YTD 1 YR Risk-
Adj %

MSCI USA Small Cap 8.67% 27.38% 21.00%

MSCI USA Value 7.39% 25.73% 25.63%

MSCI USA Minimum 
Volatility 3.07% 27.96% 52.46%

MSCI USA Momentum 5.89% 28.09% 39.77%

MSCI USA Quality 11.47% 39.11% 37.41%

MSCI USA Dividend Tilt 7.75% 28.80% 30.69%

Index 1 Week 3-Mos YTD 1 Year 3 Year Yield
Bloomberg Barclays US Aggregate -0.09% 0.18% 8.72% 8.72% 4.03% 2.27

Bloomberg Barclays US High Yield 0.23% 2.61% 14.32% 14.32% 6.37% 5.93
Bloomberg Barclays Municipals 10 
Yr 0.33% 0.79% 7.70% 7.70% 4.95% 1.50

Major Equity Asset Class Performance Equity Style Performance Equity Factor Performance

1/10/20 1/3/20 12/31/19 12/31/19 1/10/19 1/10/17
2-yr U.S. Treasuries 1.56 1.53 1.58 1.58 2.56 1.19
10-yr U.S. Treasuries 1.83 1.80 1.92 1.92 2.74 2.38
30-yr U.S. Treasuries 2.28 2.26 2.39 2.39 3.06 2.97
10-yr German -0.20 -0.28 -0.19 -0.19 0.23 0.32
10-yr Japan -0.01 -0.03 -0.03 -0.03 0.00 0.06
10-yr U.K. 0.70 0.66 0.74 0.74 1.26 1.35

Major Equity Asset Class Performance

Rates

Chart of the Week: Major Equity Sector Calendar Year Performance  
Zephyr StyleADVISOR Zephyr Associates
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Theme
Economic Data Markit Services PMI rose to 52.8 in December from 52.2 in November.

ISM Non-Manufacturing index increased to 55% in December from 53.9% in November, marking a four-month high. 

Factory orders fell 0.7% in November. 

Durable-goods orders declined 2.1% in November. 

According to ADP, the U.S. private sector added 202,000 new jobs in December. 

Initial jobless claims fell by 9,000 to 214,000 during the week ending January 4, which puts jobless claims near the lowest level in nearly 50 years.

The U.S. created 145,000 new jobs in December, well below the 165,000 forecast by economists. Meanwhile, the unemployment rate remained at a 50-year 
low of 3.5%. 

Despite the ultra-tight labor market, the pace of hourly wage growth over the past 12 months fell to 2.9% from 3.1%, which marks the first-time wage growth 
is below 3% in a year and a half.

Middle East 
Tensions

Equities opened the week sharply lower on geopolitical concerns, after the U.S killed Iran’s top general. However, equities recovered after oil fell slightly 
despite escalating tensions between the U.S. and Iran. After the initial equity sell-off following the death of Soleimani, markets calmed, as investors waited 
for potential retaliations from Iran. Furthermore, oil prices stabilized as the week moved along, as worries about oil disruption eased due to the U.S. being a 
net exporter of oil and the largest producer. 

However, the calm ended as equity futures tumbled Wednesday evening after Iran retaliated with a missile attack on airbases within Iraq that hosted U.S. 
military personnel. Despite the attack, equities finished higher Thursday following President Trump’s comments regarding the Iran conflict, which eased 
worries of further escalation in U.S. – Iranian tensions. Trump said that Iran appeared to be “standing-down” following their attack on Iraqi airbases that 
hosted U.S. military personnel. Equities finished the week higher as the U.S.- Iran tensions continued to decline following President Trump’s press 
conference.

Key Themes – Equities Finished the Week Higher on Easing Tensions Between 
the U.S. and Iran. 
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Done 
Deal?

In my recent 2020 market outlook, I stated that geopolitical concerns, particularly middle east tensions, are a primary market risk in 2020. Well, it didn’t take 
long for that risk to become a reality, in fact, it took less than two weeks. 

The recent killing of Iran’s general Soleimani and the subsequent retaliation by Iran put investors on the edge of their seats worrying that the tensions could 
escalate to an all-out war. However, cooler heads prevailed which was a sigh of relief for investors.

The geopolitical concerns provided investors a reason to sell during the prior week, however, the fundamental backdrop for the U.S. hasn’t changed and 
remains strong. I am grateful that there were no American lives lost in the attack, and we do not take the ramifications of the recent events lightly, however, in 
terms of capital markets, I do not believe the recent attacks will have a long term impact on the trajectory of the markets unless tensions greatly increase 
beyond what they are today. The geopolitical crises tend to create buying opportunities for long term investors as long as the crises don’t trigger a recession, 
which is what we experienced this week. Despite the reduced tensions, the risk remains, and it could provide long term investors a buying opportunity, 
however, caution should be exercised. 

Q4 2019 
Recap

A stellar 2019 finished with a bang as the geopolitical risks that dominated headlines and markets for the better part of 2019 diminished during the fourth 
quarter while economic data remained stable. The S&P 500 index posted a +9.07% return during the quarter as a phase one trade agreement between the U.S. 
and China provided a boost for markets and increased investor optimism. Additionally, the Federal Reserve (Fed) supported equities with a 25-basis point 
interest rate cut during the quarter. The technology sector, which is sensitive to trade headlines, lead the way during the quarter as the easing trade tensions 
provided a boost for the sector. Furthermore, after a solid first part of the year, real estate struggled during the quarter as optimism regarding the U.S. 
economy grew and the Fed signaled that they will be pausing their interest rate cuts.  

The stellar equity performance was not isolated to U.S. markets, as the easing trade tensions reverberated across global equities. The MSCI EAFE index posted 
an +8.21% return during the quarter as global investors cheered the trade agreement while hoping the easing trade tensions will provide relief to the soft 
global economy. Furthermore, promising economic data from Germany provided hope that the eurozone economy is stabilizing, while continued easy 
monetary policy helped support eurozone equities. 

Potentially benefiting most from the trade agreement was the soft Chinese economy, as initial reports show that the U.S. will suspend tariffs on Chinese goods 
that were expected to go into effect on December 15th, while rolling back existing tariffs. The reports boosted sentiment for emerging market equities, as the 
MSCI Emerging Market equity index posted a +11.93% return.

The improving sentiment regarding the U.S. economy and the trade agreement placed downward pressure on Treasuries as 10-year yields rose to 1.92%, which 
also helped steepen the yield curve. The Fed cut interest rates once during the quarter which pushed yields lower on the front end of the curve, however, the 
Fed signaled that they are halting their rate cuts which supported longer term yields. High yield bonds, measured by the Bloomberg Barclays US High Yield 
index, returned +2.61% during the quarter as the more optimistic view on the U.S. economy boosted the more speculative debt.

Perspective From 6,237 Feet



5

All Eyes On……..

Day Event/Earnings

Monday, 
January 13

U.S. Federal Budget (December)

Tuesday, 
January 14

U.S. NFIB Small Business Index (December), Consumer Price Index 
(December)

Wednesday, 
January 15

U.S. Producer Price Index (December), Empire State Index (January)

Thursday, 
January 16

U.S. Retail Sales (December), Philly Fed (January), Import Price Index 
(December), Business Inventories (November), NAHB Home Builders’ 
Index (January)

Friday, 
January 17

U.S. Housing starts (December), Building Permits (December), 
Industrial Production (December), Capacity Utilization (December), 
Consumer Sentiment Index (January)

Low inflation has been a primary consideration during the Federal Reserve’s monetary easing in 2019, while, the week ahead will 
give us more insight on the current level of inflation. We will also learn more about the willingness of the U.S. consumer to spend 
when the retail sales numbers are released on Thursday. Finally, we get our first glimpse at the health of the housing market in
2020, which stabilized in 2019 thanks to lower mortgage rates.



About Ryan Nauman

As Market Strategist, Ryan Nauman’s primary focus is providing value 
added market and investment insight along with educating buy-side 
participants on investment analytics and portfolio management 
concepts. 

Ryan provides analysis and research on market trends across asset 
classes, sectors, and regions to help empower better decisions for 
creating asset allocation strategies. His insight is disseminated 
through white papers, articles, training, and interviews with a target 
audience of financial advisors, portfolio managers, and investment 
analysts.
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For more insights from Ryan:
Subscribe to his Weekly Recap here.

https://pages.financialintelligence.informa.com/weekly-recap-subscribe
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