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Q1 2020 Market Recap

YTD Market |

Within the last 90 days, not only have global markets discounted the
impacts of Covid-19 at a record pace, but also, the manner with which
we conduct our daily lives has transformed at a similar rate.
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Bg égg Bﬁ,n?] Vield 1261385"//0 In this installment of our quarterly market update, we will recap some
el nliglnl vlie ~14.88%  market statistics, and begin to look ahead as to what a market and
economic recovery might look like.
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gﬁ‘IPAsOO TR ;gsgoﬁ’ Although there have been other bear markets in stocks and global
MSCI EAFE TR -22-83 °/° pandemics, each cycle carries with it, its own distinct characteristics, and
Tee:0070  at the same time has some similarity to other cycles.
Russel 2000 -30.61%
i - 0, . .
MSCI Emerging Mkt 23.60%  Therefore, the context of this newsletter, the data and tables presented is
o an aphorism that has been attributed to Mark Twain: “History doesn’t
Gold 3.93% repeat itself, but it often rhymes”
May this newsletter find you safe and well.
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@ Cyclical Bears Independent of Recessions
W Mean for Cyclical Be lependent of Recessions (-26.2% Loss, 201 Days)
@ Cyclical Bears Coinciding with Recessions
B0 - B Mean for Cyclical Bears Coinciding with Recessions (-34.5% Loss, 369 Days)
W Mean for All Bear Markets (-30.5% Loss, 307 Days)
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Stock Markets: Records are Made to be Broken

Q1 2020

The US stock markets, after posting returns that captured headlines as the “Longest Bull Market on
Record” quickly morphed into one of the fastest and deepest bear markets on record. See chart from NDR
(page 1) plotting market declines against time, in days and notice the proximity of this current bear market
to that of 1987. Volatility has spiked too, the S&P 500 swung 5.2% on average each say in March, topping

the previous record of 3.9% from November 1939. (Source: wsj.com).

After waterfalls, retests are common

Post-Waterfall Decline Environment in Dow Jones Industrial Average

Date of Interim Magnitude Magnitude of
High Between of Rally from Decline from
End of End of Waterfall's Waterfall's Interim High
Waterfall Bear Magnitude of End and Bear End to Interim to Bear Market
Decline Market Decline % Market End High % End %
10/29/29 1/13/29 —» -136 10/31/29 189 =274
10/18/37 3/31/38 l—ayp -21.3 10/29/37 101 -286
5/24/40 4[28/42 —» -185 11/9/40 212 -32.7
910/46 5117147 24 2/8/47 103 -15
10/22/57 10/22/57 Bigger 00 10/22/57 00 00
5/28/62 62662 declines 5/31/62 63 127
5/26/70 5/26/70 I bigger 00 5/26/70 o]0] 00

/26/ bears 1 /26/ I I
10/4/74 12/6/74 -12 1/5/74 154 144
10/19/87 10/19/87 00 10/19/87 00 00

Retest —
7/23/02 10/9/02 -54 8/22/02 175 -19.
declines

10/10/08 3/9/09 Ly 225 11/4/08 139 avg >10% 320
8/8/11 10/3/M -4 8/31/M T4 -83
12/24/18 12/24/18* 00 12/24/18 00 00
Mean DJIA breaks low L 72 93 g ek
Median by median of 2.4% 24 101 i

*Not an NDR-defined cyclical bear market. Waterfall declines are NDR-defined]Source: S&P Dow Jones Indices.
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Unfortunately, the interim lows in the market on March 23", will likely need to be revisited and retested,
before a final low can be put in. The table above highlights prior waterfall declines and the patterns they
have displayed. In summary, the Dow Jones Industrial Average has broken the interim low by a median of
2.4% and the median time from the waterfall low to the bear market end is 1.8 months. Using history as a
guide, the stock market has made a new low approximately 70% of the time. We are guarding against
being influenced by a not too distant Christmas Eve 2018 market low that was not retested.
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Recession Has Arrived: What Shape Might the Economic

Recovery Take?

Notwithstanding the March unemployment report and the prior weeks jobless claims, it is clear a recession is
upon us. Not only will news regarding Covid-19 likely get worse, but also headlines regarding joblessness
will follow suit. Both fiscal and monetary support from the US has been huge, swift and eye opening.
Thinking of the economic recovery in shapes, we lean on NDR highlighting four possible shapes that the
economic recovery might take. The “U” and “square root” in our opinion are the most likely outcomes: a

sharp contraction in economic activity, eventual rebound, and slower growth longer-term.

Four scenarios
Shape

Description

Probability

Case 1 Square-root

Steep declines in output and employment in TH 2020.
Rebound in Q3 and Q4, as manetary and fiscal stimulus
backstop the economic fallout. Slow growth after that.

35%

Case 2 U

Steep declines in output and employment in TH 2020.
Stabilization in 2H 2020. Recovery strengthens in late-
2020/early-2021. The economy takes a year or more to
regain lost output. Slow growth after that.

35%

Case 3 (Best) Y

Steep declines in output and employment in TH 2020,
followed by a sharp rebound in Q3 (return to pre-
COVID-19 conditions). The economy recovers lost
output by the end of 2020. Monetary and fiscal stimulus
fuel strong growth after that.

20%

Case 4 (Worst)

—

Steep declines in output and employment in 1H 2020.
Virus persists. Social distancing is prolonged. Policy
failures do not provide adequate economic support.
Credit crisis deepens. Long-term damage to households
and businesses, folowed by a wave of bankruptcies and
layoffs. Stagnation sets in.

10%
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Big Stock Market Drops Begat Above Average Returns

“The market bottoms the day before the recovery begins” -Howard Marks

We can’t help to begin to look through the public health, economic and market impact of Covid-19. Despite
the depth of the impact, the US market will begin to discount a brighter future. Stock markets are discounting
mechanisms, they look ahead and answer the question: What is the future worth today? When the market
does that, from these depressed levels, future gains tend to be 2x the long-term average.

After 15%+ drops, SPX gained 2x long-term mean for next 2 years, on avg

S&P 500 Performance After 16% Single-Quarter Drops

Previous Quarter % Change Sub Performance
Date 1Q % Change 2Q % Change 3Q % Change 4Q % Change 8Q % Change
12/31/29 -289 172 -46 -133 -285 -621
6/30/30 -186 -91 -250 -184 275 -/84
12/31/30 -175 88 -33 -36.7 -471 -5651
9/30/31 -345 -164 -247 -54.4 -16.8 12
12/31/31 -164 -100 -454 -05 -15.2 244
6/30/32 -394 824 555 321 1463 1214
3/31/33 -151 865 680 727 838 448
12/31/37 -233 -194 96 160 252 184
3/31/38 -194 360 440 564 292 441
3/31/39 -169 -11 186 138 ne 93
6/30/40 -185 68 60 -02 -13 -168
9/30/46 -188 23 14 17 10 35
6/30/62 -213 28 153 216 267 492
6/30/70 -189 158 267 379 371 473
9/30/74 -261 79 312 498 320 656
12/31/87 -232 48 107 101 12.4 430
9/30/02 -176 79 40 195 222 367
12/31/08 228 -17 18 170 235 392
All Cases
Mean -221 17 105 124 175 176
Medi -192 58 78 149 173 305
% Positive 00 667 722 66.7 66.7 722
All Periods Mean 20 20 40 60 82 166
Post WW Il
Mean 212 43 130 225 221 407
Median 213 48 107 195 235 430
% Positive 00 857 1000 1000 1000 1000
All Periods Mean 20 20 42 64 87 180
Source: S&P Dow Jones Indices.
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Important Information and Disclosures

The information presented does not involve the rendering of personalized investment advice but is limited to the
dissemination of general information. A professional adviser should be consulted before implementing any of the
options presented. The information presented is directed toward U.S. residents only. Forza Wealth Management,
LLC is registered as an investment adviser with the State of Florida and only transacts business in states where it
is properly registered or is excluded or exempted from registration requirements.
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