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Sources: Zephyr StyleADVISOR, MacroBond, PSN Enterprise, Bloomberg. 1 week data as of 2/21/20, 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) 2/13/20 – 2/19/20, 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 -1.22% 6.72% -0.04% 21.68% 14.54% ($1,157)

Russell 3000 -1.08% 6.68% -0.11% 20.53% 13.82% ($549)

Russell 1000 -1.12% 6.89% 0.11% 21.39% 14.33% ($632)

Russell MidCap -0.81% 5.10% -0.80% 16.89% 10.87% ($162)

Russell 2000 -0.52% 3.68% -3.21% 9.21% 7.28% ($43)

MSCI EAFE -1.23% 2.27% -2.08% 12.68% 8.30% ($540)

MSCI EM -1.96% 2.38% -4.66% 4.21% 8.28% ($2,673)

MSCI World -1.14% 5.34% -0.58% 18.40% 12.08% $4,922

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 0.57% 1.80% 1.92% 9.64% 4.62% 1.98

Bloomberg Barclays US High Yield 0.09% 2.36% 0.03% 9.40% 5.87% 5.89
Bloomberg Barclays Municipals 10 
Yr 0.48% 2.36% 1.80% 8.65% 5.12% 1.25

Major Equity Asset Class Performance Equity Style Performance Equity Factor Performance

2/21/20 2/14/20 12/31/19 12/31/19 2/21/19 2/21/17
2-yr U.S. Treasuries 1.34 1.42 1.58 1.58 2.53 1.22
10-yr U.S. Treasuries 1.46 1.59 1.92 1.92 2.69 2.43
30-yr U.S. Treasuries 1.90 2.04 2.39 2.39 3.05 3.04
10-yr German -0.44 -0.41 -0.19 -0.19 0.09 0.31
10-yr Japan -0.07 -0.04 -0.03 -0.03 -0.05 0.09
10-yr U.K. 0.51 0.56 0.74 0.74 1.21 1.25

Major Fixed Income Asset Class Performance

Rates

Chart of the Week: Correlations vs S&P 500 Index (12/2004 – 1/2020, 12-month moving windows)   
Zephyr StyleADVISOR Zephyr Associates
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Theme
Economic 
Data

The New York Federal Reserve’s Empire State business conditions index increased to 12.9 in February from 4.8 in January. This is the highest level for the index since 
May. 

The NAHB’s confidence index fell to 74 in February from 75 in January. 

The producer price index (PPI) increased 0.5% in January, marking its largest increase in 15 months. Additionally, the PPI increased 2.1% over the past 12 months from 
1.3%. The core PPI remained at 1.5% over the past 12 months. 

Housing starts fell 3.6% in January to an annual pace of 1.57 million. Meanwhile, housing permits rose 9.2% to an annual pace of 1.55 million in January, marking the 
highest level since March 2007. 

The Philly Fed manufacturing index jumped to 36.7 in February from 17.0 in January. 

The Markit manufacturing flash PMI fell to 50.8 in February from 51.9 in January. 

The Market services flash PMI fell to 49.4 in February from 53.4 in January, marking its lowest level in more than six years, signaling that confidence has been muted 
due to the coronavirus. 

Earnings Below are some of the headline beats, misses, and mixed results from the week. 
Beat earnings and revenue estimates
Advanced Auto Parts Inc., Domino’s Pizza Inc., Hormel Foods Corp., Deere & Co.    
Mixed results
Medtronic PLC. 
Missed earnings and revenue estimates
Walmart, ViacomCBS Inc. 

World 
Health Scare

Concerns over the impact the coronavirus will have on the global economy grew, as Apple was the latest company to state that it doesn’t expect to meet its quarterly 
revenue forecast due to slower production and weakened demand in China as a result of the coronavirus. The S&P 500 and NASDAQ hit record highs on Wednesday as 
the rate of new coronavirus cases slowed which lead investors to believe that the outbreak is starting to be contained. However, the optimism changed as equities fell 
after Goldman Sachs stated that investors are underestimating the potential fallout from the coronavirus outbreak, suggesting the “risks of a correction are high”. In a 
continued effort to minimize the economic fallout from the virus, China’s central bank cut its one-year loan prime rate by 10 basis points. The week closed with equities 
selling off, while 30-year Treasury yields fell below 1.9%, marking a record low, and gold reaching a new seven-year high. 

Key Themes – Equities Fall Across the Globe on Renewed Coronavirus Fears and 
Soft Services Sector Data 
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Earnings As of Friday, February 21, 87% of the S&P 500 companies have reported fourth quarter earnings. 70% of the reporting companies beat earnings estimates, which 
is below the 5-year average, while 66% posted better-than-expected sales, which is above the 5-year average. Overall, earnings are 4.3% higher than 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 1.4%, while 
companies who generate more than 50% of their sales inside the U.S. have experienced earnings growth of 0.6%.(Earnings Data Source: FactSet)

Bonds, 
Stocks, and 
Gold Oh My

Markets have been on an interesting ride lately with equities, Treasuries, gold, and the dollar all climbing higher, and in some cases reaching historic highs or in 
the case of 30-year Treasury yields, all time lows. However, this market performance is not a new phenomenon. This unconventional dynamic goes beyond the 
past 30 years as bond yields have gradually fallen lower and lower while equities have climbed higher and higher. So, why are safe havens like Treasuries and gold 
moving in the same direction as equities recently? Here is a quick break down. 

Treasury yields – Treasury yields are driving a lot of the recent market dynamics. First, lets cover why long-term yields are at historic lows. Concerns over the 
impact the coronavirus may have on the global economy are making investors turn to safe havens, pushing yields lower. Additionally, despite being at historically 
low levels, Treasury yields are higher than other sovereign debt which makes them attractive to foreign investors, further pressuring yields. Finally, the bond 
market is signaling the Federal Reserve (Fed) will cut rates this year, which is adding additional downward pressure to yields.
S&P 500 – So, why then are equities rising to historic highs while Treasuries are waving the all gloom and doom flag? First, equities become more attractive when 
interest rates are low due to more attractive dividend yields and valuation measures. Furthermore, solid U.S. economic growth, the end of the earnings recession, 
hopes that the Fed and Government will limit the impact the virus has on the economy, and finally there are not many alternatives out there. All these themes 
continue to make equities attractive.
Dollar – The dollar is at multi year highs as investors are searching for assets that are closely tied to the stability of U.S. economy.
Gold – Gold has reached its highest level in nearly seven years in large part due to low interest rates, however, the multi-year highs are also coming during a time 
of a stronger dollar which is typically unusual. In the end, gold is benefiting from lower interest rates and investors who are looking for a hedge in case the 
coronavirus is worse than we believe.

This type of “everything rally” is not typical, and eventually something will crack. It is anyone’s guess on what market will crack first, while most believe the bond 
market is historically right. So, how does one position a portfolio for an environment where everything is going up, but eventually something is about to turn? I 
know it is a vanilla answer and not flashy or exciting but focus on your individual plan and investment objectives. The markets are hinging on the uncertainty of 
the coronavirus and Fed actions. You do not want to be on the wrong side of either one of those uncertainties, so the best thing to do is stay focused on your 
objectives while not taking big wagers that may blow up down the road based on these uncertainties.

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

Day Event/Earnings

Monday, 
February 
24

U.S. Chicago Fed National Activity Index (January)
HP Inc.

Tuesday, 
February 
25

U.S. Case-Shiller Home Price Index (December), FHFA Home Price 
Index (December), Consumer Confidence Index (February)
Home depot, Salesforce.com,

Wednesday
, February 
26

U.S. New Home Sales (January)
Lowe’s Companies, The TJX Companies, Marriott International

Thursday, 
February 
27

U.S GDP (Q4), Durable Goods Orders (January), Core Capital Goods 
Orders (January)
Anheuser-Busch InBev, Dell Technologies

Friday,    
February 
28

U.S. Personal Income (January), Consumer Spending (January), Core 
Inflation (January), Chicago PMI (February), Consumer Sentiment 
Index (February)
Berkshire Hathaway, Foot Locker

With the coronavirus expanding to areas outside the China mainland, concerns regarding the ramifications on the global 
economy continue to grow. Starting next week with the consumer confidence prints, we will start to get some economic data that 
corresponds to the virus outbreak. The consumer has shouldered the economic expansion, and it will be very important for them
to continue as the global economy is sure to take a hit due to the coronavirus. Additionally, some Federal Reserve officials will 
speak during the week ahead, which will be widely watched as markets are expecting the Federal Reserve to cut rates this year in
response to the coronavirus.



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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