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Sources: Zephyr StyleADVISOR, MacroBond, PSN Enterprise, Bloomberg. 1 week data as of 3/20/20, 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) 3/12/20 – 3/18/20, 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 -14.95% -5.50% -8.27% 8.19% 9.87% ($1,456)

Russell 3000 -15.30% -5.64% -8.29% 6.90% 9.28% ($9,818)

Russell 1000 -15.25% -5.42% -8.07% 7.82% 9.73% ($5,301)

Russell MidCap -18.13% -7.34% -9.42% 2.34% 6.57% ($2,048)

Russell 2000 -16.14% -8.80% -11.36% -4.92% 3.52% ($813)

MSCI EAFE -5.76% -8.01% -10.92% -0.05% 4.44% ($2,988)

MSCI EM -9.80% -2.88% -9.68% -1.51% 5.28% ($1,177)

MSCI World -12.22% -6.18% -8.94% 5.23% 7.84% ($19,505)

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 -2.29% 3.69% 3.76% 11.68% 5.01% 2.18

Bloomberg Barclays US High Yield -10.17% 0.59% -1.38% 6.10% 4.86% 10.94
Bloomberg Barclays Municipals 10 
Yr -6.90% 3.54% 3.14% 9.29% 5.53% 3.31

Major Equity Asset Class Performance Equity Style Performance Equity Factor Performance

3/20/20 3/13/20 12/31/19 12/31/19 3/20/19 3/20/17
2-yr U.S. Treasuries 0.37 0.49 1.58 1.58 2.40 1.30
10-yr U.S. Treasuries 0.92 0.94 1.92 1.92 2.54 2.47
30-yr U.S. Treasuries 1.55 1.56 2.39 2.39 2.98 3.08
10-yr German -0.28 -0.64 -0.19 -0.19 0.09 0.43
10-yr Japan 0.09 -0.01 -0.03 -0.03 -0.04 0.06
10-yr U.K. 0.43 0.35 0.74 0.74 1.11 1.16

Major Fixed Income Asset Class Performance

Rates

Chart of the Week: Velocity of S&P 500 Drawdowns  
Zephyr StyleADVISOR Zephyr Associates
Wednesday, January 3, 2007 - Friday, March 13, 2020
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Wednesday, January 3, 2007 - Friday, March 13, 2020:  Summary Statistics

S&P 500

Max
Draw dow n

Max
Draw dow n
Begin Date

Max
Draw dow n
End Date

Max
Draw dow n

Length

Max 
Draw dow n

Recovery Date

Pain
Index

Pain
Ratio

Gain
to Loss
Ratio
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-55.25% Oct 10, 2007 Mar 9, 2009 355 Apr 2, 2012 8.64% 0.72 0.89 Feb 19, 2020 24.69%

Thursday, January 2, 2020 - Friday, March 13, 2020:  Summary Statistics

S&P 500

Max
Drawdown

Max
Drawdown
Begin Date

Max
Drawdown
End Date

Max
Drawdown

Length

Max 
Drawdown

Recovery Date
Pain
Index

Pain
Ratio

Gain
to Loss
Ratio

High Water
Mark Date

To High
Water Mark

-26.64% Feb 20, 2020 Mar 12, 2020 16 N/A 4.28% -3.80 0.70 Feb 19, 2020 24.69%
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Theme
Economic 
Data

The New York Fed’s Empire State business conditions index fell 34.4 points to -21.5 in March, which marks the lowest level since the financial crisis. Additionally, the 
Philadelphia Fed manufacturing index fell to -12.7 in March from 36.7 in February, marking its lowest level since the summer of 2012. 

Retail sales fell 0.5% in February from 0.6% in January. 

Industrial production rose 0.6% in February from a –0.5% in January. Additionally, capacity utilization rose to 77.0% in February from 76.8% in January. 

Job openings rose to 7.0 million in January from 6.6 million in December. 

The NAHB Home builders’ index fell to 72 in March from 74 in February, while housing starts fell to 1.59 million in February from 1.62 million in January. Furthermore, 
building permits fell to 1.464 million in February from 1.55 million in January. 

Jobless claims increased by 70,000 to a seasonally adjusted 281,000 during the week ending March 14th, marking a 2 ½ year high. 

The Conference Board’s leading economic index increased 0.1% in February. 

Existing home sales increased to 5.77 million in February from 5.42 million in January.

COVID-19 Each passing week includes more shutdowns and cancellations. Numerous states have shut down schools, while the two largest states in terms of economic output, 
California and New York, have forced the closure of non-essential businesses. Local municipalities and government agencies are urging people to enact “social distancing” 
and to “shelter in place”, to slow the spread of the disease. Additionally, President Trump urged people to keep gatherings to 10 or less people and said the crisis could 
last until August. The number of confirmed COVID-19 cases worldwide sits at more than 245,000, while there are more than 14,000 cases and over 200 deaths in the U.S. 
according to John Hopkins University.

Fiscal and 
Monetary 
Stimulus

The Federal Reserve (Fed) started the week off by implementing another emergency federal funds rate cut, by slashing rates a full percentage point to a range of 0.0 to 
0.25 percent. Next, they launched a $700 billion QE program, promising to buy $500 billion in Treasury securities and $200 billion in agency MBS. Powell said he expects 
negative GDP growth in the first quarter. Furthermore, the Fed announced more monetary stimulus in the form of commercial paper funding facility to provide relief for 
companies that borrow short term to make payments and is critical to business funding. The Fed also announced they will include Municipal securities in their money 
market facility. Elsewhere, the ECB announced they will purchase $819 billion of securities while other Central Banks around the globe have also increased stimulus to try 
and support their slowing economies.

Meanwhile, the White House is finalizing a deal to provide $1 trillion or more in emergency funds to American companies and citizens “immediately”. Treasury Secretary, 
Steven Mnuchin stated “Americans need cash now”. The administration is considering sending money to Americans, while corporations will be able to defer tax payments 
of up to $10 million and individuals will be able to defer up to $1 million in payments. Finally, the IRS tax filing deadline was extended to July 15th. 

Key Themes – S&P 500 Has Biggest Weekly Drop Since 2008 
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Chaos Market volatility spiked to 2008 levels since the rapid spread of COVID-19 and the impending halt to economic growth. Even more alarming is the velocity in which these 
market moves are taking place. During the infancy of the Financial Crisis in 2007, it took 190 trading days for the S&P 500 index to fall into a bear market (-20%). 
Furthermore, it took 63 trading days for the S&P 500 index to fall 19.36% during the Q4 2018 correction. Meanwhile, during the current COVID-19 Crisis, the S&P 500 
index fell into a bear market in only 15 trading days (Chart of the Week).

Along with previous crisis’, correlations between asset classes have increased. Since reaching its all time high on February 19th, the S&P 500 index has fallen over 28%, 
while safe haven Treasuries (7-10 Year Treasury Bond iShares ETF IEF) have increased 2.28% but have experienced volatility and sell-offs that have corresponded with 
deep equity sell-offs. Gold, which is the ultimate hedge to economic and market turmoil, has fallen nearly 9% since February 19th. Finally, the U.S. dollar fell during the 
first few weeks, however, the greenback has recovered and posted a +1.65% return despite the Fed slashing rates and employing massive monetary stimulus packages. 
It is hard to pinpoint the reason for these unusual market moves other than investors are selling everything to pay bills, cover margins, or are discounting the flood of 
debt that is about to take place to cover the huge stimulus packages. Or, investors are truly concerned about the future and uncertainty and moving their assets to 
cash. 

Adding to the angst has been the pressure on corporate credit, particularly high yield bonds, as the spiking credit spreads and falling oil prices (below $30) have placed 
energy companies in a very tough spot, potentially leading to defaults and bankruptcies. Since the Financial Crisis, corporate debt has ballooned during this low interest 
rate era, which is sure to come under pressure as yield spreads spike, highly leveraged companies are downgraded, and liquidity dries up. In addition to the above 
credit risk, liquidity risk is a major concern for investors and central banks, hence the Fed cutting rates to zero while becoming a backstop for commercial paper 
markets and other vital areas of the bond markets. Spiking yield spreads on commercial paper (+190 bps), BBB investment grade debt (+400 bps), and high yield debt 
(+1000 bps) have added to the liquidity concerns. Furthermore, wide bid/ask spreads for Treasuries and historically wide divergences between market and NAV prices 
for Treasury ETFs are another sign of bond market dislocations. Despite the Fed implementing QE and cutting rates to zero, yields on 10-year Treasuries increased 
during the week, which has added to the irregular behavior of the bond market. 

The economy is sure to feel the effects of the closed business’, social distancing, and “shelter in place” strategies as the odds for a U.S. recession in 2020 sits at 78%, 
according to PredictIt. We started to see the economic impact in this week’s economic data prints. Jobless claims spiked, regional manufacturing prints plummeted, and 
retail sales fell, while the unemployment rate is sure to spike. Additionally, we are starting to see the impact the outbreak had on the Chinese economy with their 
industrial production falling to -13.5%, retail sales coming in at -20.5% and fixed investment also falling a -25.5%. 

Despite the scary times we are living in, I do believe there will be a resolution to the COVID-19 in time, which will allow businesses to reopen, consumers to spend, and 
economic growth to rebound. However, until that times comes, the recession will be deep as more and more companies are closing their doors, meaning more layoffs, 
and less spending. However, I do not believe it will be a long recession as there will be a cure for the virus and the “social distancing” strategies will help limit the spread 
and shorten the crisis. However, it will be essential for Washington to act quickly and follow the Feds lead on implementing massive stimulus packages to help soften 
the potential impact on households, businesses, and markets. It is clear, based on the irregular market reactions, that the monetary stimulus packages are not enough 
to satisfy investors compared to fiscal policy, which can be more targeted and can put money directly into the hands of consumers. 

It will be imperative for investors to focus on their individual goals and objectives during this uncertain time and looming economic recession. Continue to focus on 
high quality equities that provide a steady dividend, while also focusing on high quality debt. Liquidity (cash) will be very important moving forward, as it will provide 
investors that ability to buy assets at deep discounts. Finally, continue to look for investments that reduce portfolio correlations such as real assets and short-term 
Treasuries.

Perspective From 6,237 Feet



5

All Eyes On……..

Day Event/Earnings

Monday, 
March 23

U.S. Chicago Fed National Activity Index ( February)

Tuesday, 
March 24

U.S. Markit Manufacturing PMI (Flash) (March), Markit Services PMI 
(Flash) (March), New Home Sales (February)

Wednesday
, March 25

U.S. Durable Goods Orders (February), Core capital Goods Orders 
(February)

Thursday, 
March 26

U.S. Weekly Jobless Claims (3/21) , GDP (Q4)

Friday,    
March 27

U.S. Personal Income (February), Consumer Spending (February), 
Core Inflation (February), Consumer Sentiment (March)

With expectations for a U.S. recession in 2020 running high, one has to believe that bad economic data is priced 
into markets. We will continue to get more and more economic data releases that miss big on the downside. 
However, these misses will not come as a surprise, as most market participants are expecting the worst. 
Investors will continue to focus more on monetary and fiscal policy when determining their investment strategies 
rather then economic data that is expected to be very soft.



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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