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Sources: Zephyr StyleADVISOR, MacroBond, PSN Enterprise, Bloomberg. 1 week data as of 3/6/20, unless otherwise stated, time periods over 1 week as of  2/29/20. 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) 2/27/20 – 3/4/20, 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 0.65% -5.50% -8.27% 8.19% 9.87% $4,514

Russell 3000 0.31% -5.64% -8.29% 6.90% 9.28% ($6,224)

Russell 1000 0.45% -5.42% -8.07% 7.82% 9.73% $379

Russell MidCap -0.89% -7.34% -9.42% 2.34% 6.57% ($1,914)

Russell 2000 -1.81% -8.80% -11.36% -4.92% 3.52% ($1,185)

MSCI EAFE 0.35% -8.01% -10.92% -0.05% 4.44% ($3,330)

MSCI EM 0.69% -2.88% -9.68% -1.51% 5.28% ($5,409)

MSCI World 0.45% -6.18% -8.94% 5.23% 7.84% ($17,857)

1 Mos Value Blend Growth
Large -9.68% -8.17% -6.81%

Mid -9.90% -8.69% -6.90%

Small -9.72% -8.42% -7.22%

YTD Value Blend Growth

Large -11.63% -8.07% -4.73%

Mid -11.66% -9.42% -6.02%

Small -14.59% -11.36% -8.24%

Factor Index 3 Mos YTD 1 YR Risk-
Adj %

MSCI USA Small Cap -8.81% -11.14% -2.83%

MSCI USA Value -9.48% -11.95% 0.34%

MSCI USA Minimum 
Volatility -4.18% -5.96% 11.98%

MSCI USA Momentum -2.20% -3.93% 13.62%

MSCI USA Quality -3.53% -6.94% 14.14%

MSCI USA Dividend Tilt -7.67% -10.13% 4.39%

Index 1 Week 3-Mos YTD 1 Year 3 Year Yield
Bloomberg Barclays US Aggregate 1.88% 3.69% 3.76% 11.68% 5.01% 1.39

Bloomberg Barclays US High Yield -0.44% 0.59% -1.38% 6.10% 4.86% 6.63
Bloomberg Barclays Municipals 10 
Yr 0.36% 3.54% 3.14% 9.29% 5.53% 1.05

Major Equity Asset Class Performance Equity Style Performance Equity Factor Performance

3/6/20 2/28/20 12/31/19 12/31/19 3/6/19 3/6/17
2-yr U.S. Treasuries 0.49 0.86 1.58 1.58 2.52 1.31
10-yr U.S. Treasuries 0.74 1.13 1.92 1.92 2.69 2.49
30-yr U.S. Treasuries 1.25 1.65 2.39 2.39 3.06 3.10
10-yr German -0.73 -0.61 -0.19 -0.19 0.14 0.32
10-yr Japan -0.14 -0.16 -0.03 -0.03 -0.01 0.06
10-yr U.K. 0.15 0.36 0.74 0.74 1.19 1.13

Major Fixed Income Asset Class Performance

Rates

Chart of the Week: Major Asset Class Performance Ending 2/2020   
Zephyr StyleADVISOR Zephyr Associates
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Theme
Economic 
Data

The ISM manufacturing index fell to 50.1% in February from 50.9% in January. Additionally, the ISM non-manufacturing index rose to 57.3% in February from 55.5% in 
January. 

The IHS Markit manufacturing PMI fell to 50.7 in February from 51.9 in January. Additionally, the IHS Markit services PMI remained unchanged at 49.4 in February. 

According to ADP, the private sector added 183,000 new jobs in February from 209,00 in January. 

Factory orders fell 0.5% in January while durable goods orders fell 0.2% and nondurable goods orders fell 0.8% in January.  

U.S. productivity increased at a revised 1.2% annual pace during the fourth quarter. U.S. productivity has increased 1.8% over the past year. Unit labor costs increased 
0.9% in the fourth quarter. 

The U.S. added 273,000 new jobs in February, which topped expectations. Furthermore, the unemployment rate fell to 3.5%, matching a 50-year low. The average 
hourly wage rose 0.3% to $28.52 per hour while the 12-month rate fell to 3% from 3.1%.

Earnings Below are some of the headline beats, misses, and mixed results from the week. 
Beat earnings and revenue estimates
Kohl’s Corp., Campbell Soup Co., Kroger Co., Costco Wholesale Corp. 
Mixed results
Target Corp., AutoZone Inc., Dollar Tree Inc., Hewlett Packard Enterprise Co.
Missed earnings and revenue estimates
Nordstrom Inc. 

Emergency 
Cut

Equities ended the week slightly higher despite a sharp fall after the Federal Reserve made a unanimous emergency rate cut to try and stabilize markets amid 
increasing unease over the economic impact the coronavirus may have. However, the 50-basis point emergency cut, which is the first and largest such cut since the 
credit crisis, failed to calm concerns of slower economic growth due to the coronavirus outbreak. Meanwhile, investors turned to safe havens, pushing the 10-year 
Treasury yield below 1% for the first time ever while gold rose 2.9%.

A Federal Reserve Board FOMC statement said, "The fundamentals of the US economy remain strong. However, the coronavirus poses evolving risks to economic 
activity. In light of these risks and in support of achieving its maximum employment and price stability goals, the Federal Open Market Committee decided today to 
lower the target range for the federal funds rate.” Powell also told reporters “The magnitude and persistence of the overall effect on the U.S. economy remain highly 
uncertain and the situation remains a fluid one.” Powell followed up with: “Against this background, the committee judged that the risks to the U.S. outlook have 
changed materially. In response, we have eased the stance of monetary policy to provide some more support to the economy.”

Key Themes – Despite the Continued Increase in Volatility, the S&P 500 Index 
Eeks Out Weekly Gain  
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History 
Making

This week’s emergency rate cut was far from “typical” - from the timing and amount of the cut to the market reaction – with equities falling nearly 3%, despite the 
cut. But we are not in normal times.

The Fed’s emergency cut was clearly intended to try and boost sentiment, however, I am not sure the cut will work. On one side, the Fed showed that they are 
willing to be proactive versus reactionary which is a good thing for sentiment, however, markets were already pricing in a 50-bps cut during their meeting in two 
weeks, and now the Fed has less dry powder to use to combat a true recession. By employing the unprecedented emergency 50-bps cut, rather than use another 
measure such as a better line of communication, the policy makers are signaling that they expect the economic impact to be much worse than we thought, which 
only hurts sentiment. Did I mention, markets were already pricing in a 50-bps cut in two weeks?

The market’s reaction tells me that the surprise cut is sending a warning to investors that the economic impact from the coronavirus will be much worse than 
expected. Furthermore, the Fed cannot repair the broken supply chains – the removal of goods and services from the marketplace as factories shutdown and 
transportation and travel slows; while monetary policy is typically focused on reducing demand shocks, which are cutbacks in consumer, business, and 
government spending. However, the rate cut does provide more time for officials to determine a fiscal plan to combat the economic weakness. It is going to take a 
two-pronged approach - both monetary and fiscal stimulus - to support the economic impact, assuming it is as bad as what the Fed is expecting. Fiscal stimulus 
can be more targeted than monetary stimulus, leading to higher success. As conditions worsen and the outbreak spreads, there will likely be coordinated global 
monetary and fiscal stimulus to offset economic weakness. The economic issue is a supply shock, which the Fed cannot fix, while fiscal stimulus has the potential 
to put money in people’s pockets which might allow some to stay home rather than go to work when not feeling well and spreading the disease.

I have said over the past year that the dual mandate of income and capital preservation that Treasuries offer is being mitigated. This week’s market reaction to the 
Fed rate cut combined with the yields on 10-yr and 30-yr Treasuries falling to eye-popping low levels eliminates the dual mandates. The real yields Treasuries offer 
are falling more into negative territory by the day, while duration risk continues to climb higher with the sky rocketing valuations. I find it very hard to find a 
reasonable explanation, outside portfolio diversification, on the benefits to investing in Treasuries, particularity longer term Treasuries, due to their historically 
low rates and high duration risk. This makes it very difficult to build portfolios for investors seeking income. You will need to extend your client’s portfolio risk and 
look to bond proxies such as utilities, REITS, and consumer staples, even though they too are very expensive. Additionally, you may want to consider incorporating 
more alternatives that are negatively correlated to equities, such as gold. Furthermore, the recent spike in corporate bond yield spreads is an alarming panic 
signal and makes corporates illiquid and scary to investors.

Most importantly, remain focused on your client’s investment objectives and goals and try to manage volatility during this time of unprecedented uncertainty.

Market Boost This week brought us a little closer to knowing who will oppose President Trump during the 2020 presidential election. In addition to the coronavirus fears, 
investors have also fretted about the possibility of Bernie Sanders, who pushes for a spike in taxes and has targeted Wall Street, winning the democratic 
nomination. However, Wall Street was able to breathe a slight sigh of relief as markets applauded the victories for the more moderate Joe Biden, who’s middle-of-
the-road policies are in stark contrast to the more progressive policies of Bernie Sanders. From a market perspective, the best-case scenario would be for Biden to 
win the democratic nomination. In addition to watching the economic fall out of the Coronavirus, it will be important to watch the polls as we get closer to the 
Democratic National Convention. Momentum for Sanders will produce downside volatility, whereas the opposite market reaction will be the case for Biden 
momentum. 

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

Day Event/Earnings

Monday, 
March 9

Vail Resorts, Inc., Chewy Inc. 

Tuesday, 
March 10

U.S. NFIB Small Business Index 

Frontier Communications Corporation, Dick’s Sporting Goods, Inc., 

Wednesday
, March 11

U.S. Consumer Price Index (February), Federal Budget (February)

Thursday, 
March 12

U.S. Producer Price Index (February)

Adobe Systems Incorporated, New Age Beverage Corporation, Oracle 
Corporation, Docusign Inc., The Gap, Inc.

Friday,    
March 13

U.S. Import Price Index (February), Consumer Sentiment Index 
(March)

Economic data takes center stage with the Q4 earnings season coming to a close and with most eyes on the warnings for forward
earnings, or the lack thereof, in the wake of the uncertain coronavirus. The inflation prints will be widely watched as supply 
shocks tend to be inflationary, however, expectations are for inflation to remain muted. Additionally, the consumer sentiment
readings will be more telling as the data will correspond more closely to the coronavirus outbreak.  Finally, don’t be surprised if 
we see some data misses as we move forward with economic data that captures the same period as the outbreak.



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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