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Sources: Zephyr StyleADVISOR, MacroBond, PSN Enterprise, Bloomberg. 1 week data as of 2/28/20, 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) 2/20/20 – 2/26/20, 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 -11.44% 6.72% -0.04% 21.68% 14.54% ($14,167)

Russell 3000 -11.57% 6.68% -0.11% 20.53% 13.82% ($17,740)

Russell 1000 -11.54% 6.89% 0.11% 21.39% 14.33% ($15,022)

Russell MidCap -11.92% 5.10% -0.80% 16.89% 10.87% ($631)

Russell 2000 -12.01% 3.68% -3.21% 9.21% 7.28% ($295)

MSCI EAFE -9.55% 2.27% -2.08% 12.68% 8.30% ($2,904)

MSCI EM -7.23% 2.38% -4.66% 4.21% 8.28% ($1,930)

MSCI World -10.83% 5.34% -0.58% 18.40% 12.08% ($17,455)

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 1.26 1.80% 1.92% 9.64% 4.62% 1.69

Bloomberg Barclays US High Yield -2.56 2.36% 0.03% 9.40% 5.87% 6.55
Bloomberg Barclays Municipals 10 
Yr 0.70 2.36% 1.80% 8.65% 5.12% 1.12

Major Equity Asset Class Performance Equity Style Performance Equity Factor Performance

2/28/20 2/21/20 12/31/19 12/31/19 2/28/19 2/28/17
2-yr U.S. Treasuries 0.86 1.34 1.58 1.58 2.52 1.21
10-yr U.S. Treasuries 1.13 1.46 1.92 1.92 2.73 2.36
30-yr U.S. Treasuries 1.62 1.90 2.39 2.39 3.09 2.97
10-yr German -0.61 -0.44 -0.19 -0.19 0.15 0.18
10-yr Japan -0.16 -0.07 -0.03 -0.03 -0.03 0.05
10-yr U.K. 0.36 0.51 0.74 0.74 1.27 1.07

Major Fixed Income Asset Class Performance

Rates

Chart of the Week: Equity Factor Performance Ending 1/2020   
Zephyr StyleADVISOR Zephyr Associates
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Theme
Economic 
Data

The Chicago Fed National activity index rose to -0.25 in January from -0.51 in December. The Chicago PMI index rose to 49.0 in February from 42.9 in January.

The Case-Shiller home price index increased 3.8% in December from 3.5% in November and 2.9% compared to one year ago. The FHFA home price index rose 5.2% in 
December from 5.0% in November. Furthermore, the pending home sales index increased 5.2% in January.

The Conference Board’s consumer confidence index rose to 130.7 in February from 130.4 in July. Despite the slight increase, it still marks the highest reading in six 
months. 

Fourth Quarter GDP remained at 2.1%.

Durable goods orders fell 0.2% in January from 2.9% in December. Meanwhile, core capital goods orders rose 1.1% in January from -0.5% the month prior.

Consumer spending increased a mild 0.2% in January, while incomes increased 0.6% during the month, marking the biggest gain in eleven months. The jump in incomes 
and relatively mild increase in spending pushed the savings rate up to a nine-month high of 7.9% in January from 7.5% in December.

The PCE price gauge rose 0.1% in January, while increasing to 1.7% from 1.5% over the past year. 

Earnings Below are some of the headline beats, misses, and mixed results from the week. 
Beat earnings and revenue estimates
Macy’s Inc., The Home Depot, Best Buy Co. Inc., J.C. Penny Co. Inc.  
Mixed results
Beyond Meat Inc.
Missed earnings and revenue estimates
HP Inc. 

COVID-19 Equities suffered their worst week since the Financial Crisis on growing concerns over the Coronavirus. The week started with equities falling sharply as the number of 
confirmed coronavirus cases outside mainland China surged, particularly in South Korea and Italy. By weeks end the damage mounted as the S&P 500 entered correction 
territory and finished the week down 11.44%. Meanwhile, the 10-year Treasury yield fell to an all-time low of 1.13%. Furthermore, gold jumped to its highest level since 
January 2013. 

China continued with aggressive fiscal stimulus and encouraged state-owned banks to buy a flood of bond issuances at ultralow rates from virus hit sectors. South Korea 
raised its coronavirus alert to the “highest level”, while Italy became the worst affected non-Asian country. Meanwhile, the National Center for Immunization and 
Respiratory Diseases at the Centers for Disease Control and Prevention director, Nancy Messonnier said “the disruption of daily life might be severe” from the disease for 
Americans. The disease has crippled the Chinese economy, which is a big buyer of products and services, such as Apple Inc., who along with other corporations like 
Microsoft, said the disease will have a material impact on earnings. 

Key Themes – Equities Fall Into Correction on Growing Coronavirus Fears 
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Earnings As of Friday, February 28, 95% 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 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 0.9%, which would mark the first quarter of year-over-year earnings growth 
since Q4 2018. Additionally, revenue growth stands at 4.0%, which is above the 5-year average of 3.5%.

The recent market correction has made valuations more attractive for the S&P 500 index. The current forward p/e ratio sits at 16.7, which matches 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 11.7, which is above the 
sector’s 5-year (12.9) and 10-year (12.2) averages. 

Not only have the coronavirus fears impacted the value of the S&P 500 index, it has also impacted earnings estimates for the first quarter. Earnings per share 
(EPS) estimates have declined to $39.33 from $40.68 (3.3% decline) during the first two months of the year. It is worth noting that the average decline in EPS 
estimates during the first two months of a quarter over the past five years has been 2.6%, and 2.3% over the past ten years. Earnings Data Source: FactSet)

Party Like It’s 
2008?

It is never a good sign when market performance is being compared to 2008, which is exactly what happened this week.

Six sessions ago we were talking about record highs in equities, how quickly the narrative changes. Now we are falling deeper into correction territory by the day, 
while comparing the week’s steep losses to 2008. What might be most concerning is the speed at which the fall happened. During the initial outbreak, equities 
overlooked the impact that the coronavirus could have on the economy, while many called the economic impact as “transitory”, all while the bond market was 
sending warnings to anyone who would listen. This week, equity investors came to the conclusion that this outbreak might be worse than expected. 

The disease is nearing a pandemic stage while more and more corporations are signaling that the viral outbreak will have a material impact on earnings, while not 
meeting expectations. These headlines will continue to drive equities lower and hurt consumer sentiment, which will in turn impact corporate earnings further. 
Moreover, the Federal Reserve (Fed) cannot fix that broken supply chains, which will also continue to hurt earnings and global economic growth. Based on these 
themes, I expect earnings to remain flat while economic growth slows down during the first part of the year. It’s hard to get past the fact that the second largest 
economy in the world has been basically shut down.

As for the markets. I think the market performance hinges on the communication and actions from the Fed. Markets are currently expecting the Fed to cut rates 
during their next meeting in March with the probability of a cut sitting at 100%. Due to these high expectations and the uncertainties centered around the impact 
the coronavirus will have the U.S. economy, I think we could see the bull market come to an end if the Fed remains on the sidelines. The Fed cannot stop the 
coronavirus, but it can ease economic and investor concerns, which I think will help slow the stock market bleeding.

Not only are investors wrestling with the coronavirus uncertainties, they are also dealing with Bernie Sanders gaining momentum in the polls. Markets will 
continue to fret the growing possibility that Sanders could win the DNC nomination.

I think it is time to remain cautious. Some investors may take the opportunity to buy the dip, but it is still too early to know the true impact the coronavirus will 
have on the global economy and corporate earnings.

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

Day Event/Earnings

Monday, 
March 2

U.S. Markit Manufacturing PMI (February), ISM Manufacturing Index 
(February)
Tilray, Inc.

Tuesday, 
March 3

Target Corporation, Kohl’s Corporation, Nordstrom Inc., AutoZone, 
Inc., Hewlett Packard Enterprise Company

Wednesday, 
March 4

U.S. ASP Employment Report (February), Markit Services PMI 
(February), ISM Non-manufacturing Index (February)

Abercrombie & Fitch Company, Dollar Tree Inc., Campbell Soup 
Company, 

Thursday, 
March 5

U.S. Productivity (Q4), Unit Labor Costs (Q4), Factory Orders 
(January)

Costco Wholesale Corporation, New Age Beverage Corporation, The 
Kroger Co.

Friday,    
March 6

U.S. Jobs Report (February), Wholesale Inventories (January), 
Consumer Credit (January)

The week ahead is full of important economic data points, particularly with the coronavirus wreaking havoc on investor’s 
mindsets. The true impact that the viral outbreak will have on the economy will not be known for a few months, but we will start
to see some signs with the upcoming February manufacturing data and jobs report. Solid data next week will help slow the equity 
sell-off. However, if the data misses' expectations, the sell-off could steepen.

As for earnings releases, I will continue to focus on the forward guidance that the companies provide and the impact the 
coronavirus will have on their guidance.



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.

6

For more insights from Ryan:
Subscribe to his Weekly Recap here.

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