
 
Q1 2020 Market Commentary 

 
The first quarter began with mixed but generally positive data; oil hit an 8 month high, 2019 was the ninth straight year 
of adding at least 2 million new jobs, home sales were strong, and an agreement was reached to pull all US troops out 
of Afghanistan by early 2021.  Then the Coronavirus pandemic hit its stride.   As the threat was recognized and the 
global economy went into lockdown, the US stock market went from peak to bear in record time with 15 minute “circuit 
breakers” being triggered to halt trading on three days.  In the midst of this, Russia and Saudi Arabia entered a price 
war on oil, sending prices from $66/barrel down below $25/barrel.    Unemployment went from 3.5% in February to 4.4% 
in March and could surpass 10% before the crisis is over.  Global equities were negative, down -21.05%.  Developed 
International equity markets were down -22.83% while emerging equities were down -23.60%.  

 
• The U.S. economy grew at 2.1% during the 4Q 2019.  The unemployment rate increased to 4.4% in March, while 

inflation pressures remained modest.  CPI was 2.3% as of February year over year.  
• The Fed dropped the Federal Funds rate to 0.0% - 0.25% during an emergency meeting March 15th, after a half point 

cut March 3rd, as part of efforts to cushion the impact of Coronavirus on the economy. 
• Congress passed a $2.2 trillion stimulus package while the Fed injected $1.5 trillion into the market to maintain liquidity. 

 
• U.S. equities ended the quarter down -19.60%, as measured by the S&P 500 Index.  

• The Information Technology, Health Care, Consumer Staples, and Utilities sectors held up best for the quarter,  
-11.93%, -12.67%, -12.74%, and -13.50% respectively. 

• The worst performing sectors were Energy, Financials, Industrials and Materials, -50.45%, -31.92%, -27.05% and  
-26.14% respectively. 

• Brent crude oil prices fell dramatically, from $66.00/barrel to $22.74/barrel.    
• Growth stocks outperformed value during the quarter, with the Russell 1000 Growth posting a loss of -14.10%, versus 

the Russell 1000 Value’s loss of -26.73%. 
• Mid cap and small cap stocks trailed large cap during the quarter, with the Russell Mid Cap down 27.07%, the Russell 

2000 down -30.61%, and the Russell 1000 down -20.22%. 
 

• Interest rates fell during the first quarter, with the 10-year U.S. Treasury yield ending the first quarter at 0.70%, down from 
1.92% at the end of the fourth quarter.   
 

• The Bloomberg Barclays Aggregate Index returned 3.15% with treasuries up 8.08% and mortgage backed securities up 
2.82%.  High yield corporates significantly trailed investment grade, with the Bloomberg Barclays U.S. Corporate High Yield 
Index down -12.68% versus the U.S. Corporate Index down -3.63% for the quarter.  
 

• Economic data shows the global economy slowing under the impact of shelter in place orders: 
• Outside the U.S., we have seen growth in the Eurozone slow from the 0.2% in both 2Q and 3Q 19 to 0.1% in Q4, with 

Germany and the UK moving from 0.1% and 0.4% growth in 3Q 19 to a flat 0.0% in Q4.  China’s economic growth rate 
held steady at 1.5% in 4Q 19.  

• The U.S. dollar strengthened during March, before sliding as the Fed introduced measures to provide liquidity. 
• Unemployment in the US is 4.4% amidst record increases in unemployment claims. 
• 6.65 million jobless claims filed the last week of March, double the previous record of 3.31 million the prior week 
• The ISM manufacturing number declined to 49.1 in March from  50.1 in February, with new orders dropping to 42.2 
• Inflation remained steady in the first quarter with the CPI figure at 2.3% year-over-year as of February 2020.  

 
International equity markets were negative during the first quarter as the economic fallout from COVID-19 spread 
throughout the global economy. 
• Developed markets as a whole trailed the U.S. with individual countries outpacing. 

•   MSCI EAFE USD -22.83% with the UK down -28.81%, Switzerland down -11.52% and Japan down -16.79%. 
• MSCI Europe USD -24.33%, with Germany, France, and Italy down -27.00%, -27.55%, and -29.30% respectively. 

• Emerging market equities trailed developed markets, with the MSCI EM USD down -23.60% for the quarter. 
• EM Leaders included China and Taiwan down -10.22% and 19.07% respectively. 
• EM Laggards included Brazil, Russia, and Mexico all down -50.23%, -36.36% and -35.46% respectively. 

• In non-U.S. equity markets, growth continues to outperform value over the quarter as well as the year. 
• MSCI ACWI ex USA Growth USD -18.25%, versus the MSCI ACWI ex USA Value USD -28.55% for the quarter. 

Major risks focus on COVID-19 related uncertainty 
• Drop in GDP for Q2 could be less than -10% or more than -20% depending on when business can return to normal 
• Unemployment could surpass 10% as broad swathes of the economy go into temporary shutdown 
• Cultural changes and changes in routine may impact job recovery  
• Second round of pandemic in Fall or Winter, or even just the fear of one, could derail recovery  
• U.S. presidential election continues to play out against the backdrop of COVID-19. 
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