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Sources: Zephyr StyleADVISOR, MacroBond, PSN Enterprise, Bloomberg. 1 week data as of 1/31/20, 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) 1/23/20 –
1/29/20, 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 -2.10% 9.07% 31.49% 31.49% 15.27% $1,693

Russell 3000 -2.10% 9.10% 31.02% 31.02% 14.57% ($3,637)

Russell 1000 -2.05% 9.04% 31.43% 31.43% 15.05% $2,043

Russell MidCap -2.42% 7.06% 30.54% 30.54% 12.06% ($567)

Russell 2000 -2.89% 9.94% 25.53% 25.53% 8.59% ($1,827)

MSCI EAFE -2.50% 8.21% 22.66% 22.66% 10.11% $486

MSCI EM -5.09% 11.93% 18.90% 18.90% 11.99% ($712)

MSCI World -2.19% 8.68% 28.40% 28.40% 13.20% $4,553

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 0.62% 0.18% 8.72% 8.72% 4.03% 2.03

Bloomberg Barclays US High Yield -0.26% 2.61% 14.32% 14.32% 6.37% 6.10
Bloomberg Barclays Municipals 10 
Yr 0.37% 0.79% 7.70% 7.70% 4.95% 1.31

Major Equity Asset Class Performance Equity Style Performance Equity Factor Performance

1/31/20 1/24/20 12/31/19 12/31/19 1/31/19 1/31/17
2-yr U.S. Treasuries 1.33 1.49 1.58 1.58 2.45 1.20
10-yr U.S. Treasuries 1.51 1.70 1.92 1.92 2.63 2.45
30-yr U.S. Treasuries 1.99 2.14 2.39 2.39 2.99 3.05
10-yr German -0.42 -0.31 -0.19 -0.19 0.15 0.46
10-yr Japan -0.07 -0.04 -0.03 -0.03 0.00 0.08
10-yr U.K. 0.46 0.49 0.74 0.74 1.22 1.41

Major Equity Asset Class Performance

Rates

Chart of the Week: U.S. Factor Performance 1 Year Ending December 2019 
Zephyr StyleADVISOR Zephyr Associates
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Theme

Economic 
Data

New home sales fell to 694,000 in December from 697,000 in November. Furthermore, pending home sales fell 4.9% in December from November. Meanwhile, contract 
signings increased 4.6% compared to December 2018. Finally, the S&P CoreLogic Case-Shiller 20-city index increased 0.1% for the month of November and 2.6% 
compared to a year ago. 

Durable goods orders increased 2.4% in December, which beat expectations for a 0.3% decline in orders. Core capital goods orders dropped 0.9%. 

The Conference Board’s consumer confidence index rose to 131.6 in January, marking a five-month high. Additionally, the University of Michigan’s consumer sentiment 
index rose to 99.8 in January from 99.3 in December. 

The U.S. trade deficit in goods increased 8.5% to $68.3 billion in December as imports surged on easing trade tensions with China. 

The U.S. economy grew at a 2.1% pace during the fourth quarter, as a narrower trade deficit and a stabilizing housing market provided a boost. Furthermore, 
Consumer spending rose 0.3% in December, while incomes increased 0.2%. 

The PCE inflation index rose 0.3% in December, marking the largest increase since last April. Furthermore, the annual rate of PCE inflation rose to 1.6%. The core PCE 
rose 0.2% in December, while the annual rate rose to 1.6% from 1.5%. 

The Chicago PMI fell to 42.9 in January from 48.9 in December. 

Earnings Beat earnings and revenue estimates
United Technologies Corp., Lockheed Martin Corp., Apple Inc., Starbucks, Advanced Micro Devices Inc., McDonald’s Corp., General Electric Co., Mastercard Inc., Tesla, 
Facebook Inc., Microsoft Corp., Eli Lilly & Co., Coca-Cola Co., United Parcel Service Inc., Visa Inc., Amazon.com Inc, Colgate-Palmolive Co., ExxonMobil Corp.                
Mixed results
Sprint Corp., Whirlpool Corp., 3M Co., Pfizer Inc., AT&T Inc., Verizon Communications, Northrop Grumman, Altria Group Inc., Caterpillar Inc., Chevron Corp.       
Missed earnings and revenue estimates
Harley-Davidson Inc., Boeing Co.  

Coronavirus Equities fell sharply as the number of confirmed coronavirus’ cases surpassed 8,000 across 18 countries while the death toll grew to 171. The growth of the virus 
continues to plague investors as their worries over the virus’ impact on the global economy continues to grow. Equities opened the week lower on growing concerns 
over the coronavirus, however, momentum changed as the World Health Organization declared a global health emergency, but at the same time, did not recommend 
travel to China be restricted as the organization said the country had the situation under control. Meanwhile, the concerns over the effect the virus will have on the 
global economy pushed the yield on 10-year Treasuries lower, which inverted the yield curve. The Dow fell 2.1% on Friday as investors continued to fret the 
ramifications of the fast-spreading coronavirus, while Delta, American, and United suspended all flights between China and the U.S. Additionally, the U.S. declared the 
coronavirus is a public health emergency within the country.

Key Themes – Equities Fall, Erasing January Gains Due to Global Health 
Emergency
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Earnings As of Friday, January 31, 45% of the S&P 500 companies have reported fourth quarter earnings. 69% of the reporting companies beat earnings estimates, which is 
below the 5-year average, while 65% posted better-than-expected sales, which is above the 5-year average. Overall, earnings are 4.1% higher then estimates, which is 
below the 5-year average. Currently, earnings growth is on pace to come in at -0.3%, which would mark the fourth straight quarter of negative earnings growth if it 
continues to remain negative. Additionally, revenue growth stands at 3.1%, which is below the 5-year average of 3.5%

To date, the blended profit margin for the fourth quarter is 10.8%, which if this continues, will mark the first time the index has reported four straight quarters of year-
over-year declines in net profit margin since Q4 2008 through Q3 2009. Profit margins for the S&P 500 companies remain under pressure as the year-over-year top line 
(revenue) growth for companies is 3.1% for the quarter, while the bottom line (earnings) year-over-year growth stands at -0.3%. At the sector level, only three of the 
eleven sectors are reporting a year-over-year gain in their net profit margins, led by financials (16.1% vs. 15.6%), utilities (9.9% vs. 9.0%), and materials (8.6% vs. 8.0%).

Furthermore, companies that generate over 50% of their sales outside the U.S. continue to struggle with a strong dollar, slow global growth, and trade tensions. These 
companies who rely more heavily on global sales have experienced earnings decline by -3.4%, while companies who generate more than 50% of their sales inside the 
U.S. have experienced earnings decline by 1.5%
(Earnings Data Source: FactSet)

Health 
Scare

Heading into 2020 most market pundits, including myself, thought market volatility could pick up due to the upcoming presidential election, middle east tensions, 
trade, and geopolitical concerns. Little did we know the driver behind the uptick in volatility would be a global health emergency. The VIX, which is considered the 
market’s fear index, rose to 19 from just below 14 during the month as investors continued to fret the impact that the fast spreading virus may have on the global 
economy. The concern is being ramped up as China becomes more and more isolated due to increasing quarantines and the growing travel restrictions to and from 
China. 

Initially, I thought the market reaction to the virus outbreak was overdone and presented a buying opportunity during the sell-offs, as I didn’t believe the economic 
ramifications would be that dire. However, as the number of deaths, confirmed cases, quarantines, and travel restrictions increase, the greater potential impact it will 
have on the Chinese economy and global supply chains. It’s worth remembering that the Chinese economy just recently stabilized after a period of weakness, so 
additional headwinds, such as less tourism and consumer spending could be a heavy blow to an already fragile economy. So, how will a soft Chinese economy effect 
the U.S. economy?

A recent Barron’s article stated that “it would take a loss of $22 billion in economic activity to move U.S. GDP by just 0.1%.” To put that in perspective, Starbucks 
closures in China may shave about $25 million off revenue for each week they are closed, which means those stores would have to be closed for 880 weeks to remove 
the 0.1% off U.S. GDP. With that being said, it will take a substantial economic slowdown in China to have a material impact on the U.S. economy. I think the greatest 
impact on the U.S. economy could come from deep market sell-offs, which could hurt consumer confidence and result in less spending and slower economic growth

Unlike other types of headwinds or crisis’, the Fed and/or President Trump will not be able to support markets by their actions or comments as their hands are tied 
with helping solve the virus. Moving forward, I believe the sell-offs will continue as long as there is no cure and restrictions continue to take place that will hamper 
economic growth in China; however, I believe this will present a buying opportunity. Equity prices are expensive, and this volatility may be a welcome sight to some 
who have cash on the sidelines and are waiting for valuations to come down. It is important to note, unless the virus spreads quickly in the U.S. and effects consumer 
spending, I think fundamentally the U.S. economy is strong enough to withstand a potential slowdown in the global economy. 

Perspective From 6,237 Feet
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All Eyes On……..

Day Event/Earnings

Monday, 
February 3

U.S. Markit Manufacturing PMI (January), ISM Manufacturing Index 
(January), Construction Spending (December)
Alphabet Inc., Sysco Corporation, 

Tuesday, 
February 4

U.S. Factory Orders (December)
Ford Motor Company, The Walt Disney Company, Snap Inc., 
ConocoPhillips, Gilead Sciences, Inc.

Wednesday, 
February 5

U.S. ADP Employment Report (January), Trade Deficit (December), 
ISM Non-Manufacturing Index (January)
Qualcomm Incorporated, General Motors Company, Merck & Co., 
Inc. Glaxosmithkline PLC, MetLife Inc., Grubhub Inc.

Thursday, 
February 6

U.S. Productivity (Q4), U.S. Unit Labor Costs (Q4)
Twitter, Inc., Bristol-Myers Squibb Company, Cigna Corporation, 
Philip Morris International Inc.

Friday,    
February 7

U.S. Jobs Report (January), Wholesale Inventories (December), 
Consumer Credit (December)
Abbvie Inc., Honda Motor Company

Based on how this week finished, most investors will be focusing on the coronavirus outbreak and its growth. However, the week 
ahead has some big earnings and economic data releases that are worth monitoring. The manufacturing PMI and ISM 
manufacturing indexes are top of the list, as the sector has stabilized recently and will be an important sign on the overall health 
of the economy. The end of the week includes the ever-important jobs report. As for earnings releases, Alphabet, Ford, Disney, 
and GrubHub are some of the names I will be watching closely. 



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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