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Sources: Zephyr StyleADVISOR, MacroBond, PSN Enterprise, Bloomberg. 1 week data as of 2/14/20, unless otherwise stated, time periods over 1 week as of  1/31/20. 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) 2/6/20 – 2/12/20, 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 1.65% 6.72% -0.04% 21.68% 14.54% ($1,413)

Russell 3000 1.77% 6.68% -0.11% 20.53% 13.82% $3,113

Russell 1000 1.76% 6.89% 0.11% 21.39% 14.33% $3,664

Russell MidCap 2.23% 5.10% -0.80% 16.89% 10.87% ($38)

Russell 2000 1.90% 3.68% -3.21% 9.21% 7.28% ($154)

MSCI EAFE -0.02% 2.27% -2.08% 12.68% 8.30% ($1,266)

MSCI EM 1.37% 2.38% -4.66% 4.21% 8.28% $2,697

MSCI World 1.17% 5.34% -0.58% 18.40% 12.08% $9,811

1 Mos Value Blend Growth
Large -2.15% 0.11% 2.24%

Mid -1.95% -0.80% 0.94%

Small -5.39% -3.21% -1.10%

YTD Value Blend Growth

Large -2.15% 0.11% 2.24%

Mid -1.95% -0.80% 0.94%

Small -5.39% -3.21% -1.10%

Factor Index 3 Mos YTD 1 YR Risk-
Adj %

MSCI USA Small Cap 3.91% -2.66% 9.45%

MSCI USA Value 3.23% -2.50% 13.56%

MSCI USA Minimum 
Volatility 5.66% 2.33% 47.43%

MSCI USA Momentum 9.11% 3.69% 35.37%

MSCI USA Quality 8.83% 0.60% 27.50%

MSCI USA Dividend Tilt 4.28% -1.52% 18.98%

Index 1 Week 3-Mos YTD 1 Year 3 Year Yield
Bloomberg Barclays US Aggregate 0.03% 1.80% 1.92% 9.64% 4.62% 2.07

Bloomberg Barclays US High Yield 0.46% 2.36% 0.03% 9.40% 5.87% 5.93
Bloomberg Barclays Municipals 10 
Yr 0.11% 2.36% 1.80% 8.65% 5.12% 1.33

Major Equity Asset Class Performance Equity Style Performance Equity Factor Performance

2/14/20 2/7/20 12/31/19 12/31/19 2/14/19 2/14/17
2-yr U.S. Treasuries 1.42 1.41 1.58 1.58 2.50 1.25
10-yr U.S. Treasuries 1.59 1.59 1.92 1.92 2.66 2.47
30-yr U.S. Treasuries 2.04 2.05 2.39 2.39 3.01 3.07
10-yr German -0.41 -0.39 -0.19 -0.19 0.09 0.31
10-yr Japan -0.04 -0.04 -0.03 -0.03 -0.02 0.09
10-yr U.K. 0.56 0.50 0.74 0.74 1.14 1.31

Major Fixed Income Asset Class Performance

Rates

Chart of the Week: S&P 500 Drawdowns (February 2009 – January 2020)   
Zephyr StyleADVISOR Zephyr Associates
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Theme
Economic 
Data

The National Federation of Independent Business’ small-business optimism index rose to 104.3 in January from 102.7 in December. 

Job Openings fell to 6.4 million in December from 6.8 million in November. 

According to the Treasury Department, the budget deficit rose 25% during the first four months of fiscal 2020 to $389.2 billion. Additionally, the deficit has grown to 
nearly $1.1 trillion over the past 12 months while the national debt has ballooned above $23 trillion.

The consumer price index rose 0.1% in January, marking the smallest increase in four months. Furthermore, inflation over the past 12 months increased to 2.5% in 
January from 2.3% in December, marking the highest level since 2018. The core consumer price index increased 0.2% in January while the annual increase remained at 
2.3%. 

Retail sales increased 0.3% in January. 

Industrial production fell 0.3% in January, marking the fourth decline in the past five months. 

Factory activity fell 0.1% in January. 

Capacity utilization fell to 76.8% in January, marking the lowest rate since September 2017. 

The Commerce Department said business inventories rose 0.1% in December.

Earnings Below are some of the headline beats, misses, and mixed results from the week. 
Beat earnings and revenue estimates
Allergan PLC, Lyft Inc., CVS Health Corp., Molson Coors Beverage Co., Applied Materials Inc., Cisco Systems Inc., PepsiCo, Nvidia Corp.     
Mixed results
Hasbro Inc., Kraft Heinz Co.  
Missed earnings and revenue estimates
Under Armour Inc., Goodyear Tire & Rubber Co. 

World 
Health Scare

The concerns regarding the coronavirus virus continue to weigh on equities. There are more than 64,000 confirmed cases of the virus, while at least 1,380 people have 
died from the virus. The uncertainty around the virus has effected S&P 500 corporations as well. According to CNBC, 20% of S&P 500 companies have mentioned that 
the virus will impact their revenues or profits. Despite the growing number of deaths and confirmed cases, investors continue to focus on fundamentals and shrug off 
the concerns that the virus will have a major impact on the U.S. economy.

Key Themes – Equities Rise on Solid Economic Data and Earnings  
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Earnings As of Friday, February 14, 77% of the S&P 500 companies have reported fourth quarter earnings. 71% of the reporting companies beat earnings estimates, which 
is below the 5-year average, while 67% posted better-than-expected sales, which is above the 5-year average. Overall, earnings are 4.5% higher then estimates, 
which is below the 5-year average. Currently, earnings growth is on pace to come in at 0.9%, which would mark the first quarter of year-over-year earnings growth 
since Q4 2018. Additionally, revenue growth stands at 3.6%, which is above the 5-year average of 3.5%.

The solid market performance has lifted valuations for the S&P 500 index. The current forward p/e ratio sits at 18.9, which is above the 5-year average of 16.7 and 
above the 10-year average of 15.0. Financials remain the most attractive sector in terms of forward p/e, coming in at 13.3, which is above the sector’s 5-year (12.9) 
and 10-year (12.3) averages. 

Interestingly, companies who generate over 50% of their sales outside the U.S. have experienced greater earnings growth compared to companies who generate 
more than 50% of their revenue within U.S. borders. These companies who rely more heavily on global sales have experienced earnings growth of 1.5%, while 
companies who generate more than 50% of their sales inside the U.S. have experienced earnings growth of 0.7%.(Earnings Data Source: FactSet)

Where’s the 
Boogeyman?

I have been saying for some time that the markets resiliency over the past couple years has been quite impressive. However, the resiliency goes back to the end 
of the great recession, as this current bull market has had to fend off numerous boogeymen who have tried to end the bull’s run. It’s amazing when you look back 
and realize the market has not entered a bear market (20% decline) despite the Euro debt crisis, Greek showdown, Chinese market correction, a trade war, Brexit, 
manufacturing contraction, geopolitical risks, earnings recession, and a global health emergency. So, what will it take for the bulls to finally succumb to the bears?

Currently, we are in a goldilocks environment, where economic growth is steady enough to put recession fears to rest, yet not strong enough to spur inflation and 
interest rate hikes, which equals good news for investors. Additionally, year-over-year earnings growth looks to rebound in 2020, consumer sentiment is strong as 
ever, and the labor market is humming along, so what could possibly get in the way of this bull market and economic expansion? The stock market itself.

Part of the reason why markets have been able to dodge the boogeyman has been because of investor’s conservative sentiment, which has kept excessive 
exuberance out of markets, resulting in steady equity performance. With that being said, the recent market performance has been driven by expanding p/e 
multiples (18.9 fwd p/e), which are well above historical averages. Furthermore, the bond market, which typically is right, has been telling a different story with 
treasury yields remaining historically low. 

It is noteworthy that it would take a 20% drop in equity prices (bear market) or a steep spike in earnings for the trailing p/e ratio on the S&P 500 to contract back 
to historical levels. Moreover, it would take a 10% drop (correction) in the S&P 500 in order for it to reach its average forward p/e ratio. It is not out of the question 
that investors may deem equity prices are too expensive and start to sell them. Accompany that multiple contraction with say concern over the ballooning federal 
and corporate debt could cause for a steep market decline. The steady economic growth, which has been shouldered by strong consumer spending, will be at 
risk, as the fall in equity prices will hurt the wealth of consumers and their confidence, resulting in reduced spending, which will hurt corporate profits and the 
economy. Since interest rates are relatively low, the Fed will have limited ammunition to support the economy, while fiscal spending will also be hindered due to 
growing amount of debt they have accumulated. Not only will a deep market selloff effect people’s savings, it will hurt their sentiment which will cause the sell off 
to accelerate and economic growth to come to a halt.

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

Day Event/Earnings

Monday, 
February 17

Presidents Day Holiday

Tuesday, 
February 18

U.S. Empires State Manufacturing Index (February), NAHB Home 
Builders’ Index (February)

Walmart Inc., Medtronic Plc., Advanced Auto Parts, Inc.

Wednesday, 
February 19

U.S. Producer Price Index (January), Housing Starts (January), 
Building Permits, FOMC Meeting Minutes

Thursday, 
February 20

U.S. Philly Fed Manufacturing Index (February), Leading Economic 
Indicators (January)

Hormel Foods Corporation, Domino’s Pizza Inc.

Friday,    
February 21

U.S. Markit Manufacturing PMI (Flash) (February), Markit Services 
PMI (Flash) (February), Existing Home Sales (January)

Deere & Company

The week ahead is full of housing data, from home builders' confidence to existing home sales. The housing market has recently 
stabilized, in large part due to a strong labor market and low mortgage rates, however, for the sector to completely rebound,
inventory needs to pick up, so the release of housing starts and building permits data should be widely watched.

Walmart is the headline earnings release, while providing insight into the consumer after the soft retail sales number last week. 
Is the consumer still willing to shoulder the economy, or are they losing some momentum?



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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