
Perspec've	on	
Market	Vola'lity
July	14,	2020



Perspective	on	the	Coronavirus

Source:	Strategas	Research

Although	there	are	short	term	nega've	reac'ons	to	epidemics,	ul'mately,	the	
health	of	the	global	economy	and	magnitude	of	monetary	&	fiscal	s'mulus	dictate	
the	direc'on	of	risk	markets.	Both	SARS	and	Swine	flu	coincided	with	global	s'mulus	
measures	to	combat	recessions.	As	a	result,	markets	rallied	aKer	ini'al	vola'lity.			

Global	government	measures	to	shut	down	economies	and	quaran'ne	healthy	
ci'zens	was	unique.		
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Market	Reac'on



Source:	BofA,	Strategas,	Ned	Davis

Market	Reaction

Ini'al	market	reac'on	similar	to	9/11	&	Hitler’s	invasion	of	France.
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Source:	Ned	Davis

Market	Reaction

Ini'al	market	reac'on	similar	to	9/11	&	Hitler’s	invasion	of	France.
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Source:	ASR	Research,	Strategas,	MRB	Partners

Monetary	Policy	Response	–	Central	Bank	Response
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Source:	Bianco	Research

Monetary	Response	–	Fed	Is	Not	Out	of	Arrows
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Source:	Strategas,	BCA

Fiscal	Response

Arguably	late	and	delayed	by	poli'cs,	but	of	significant	magnitude.
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Source:	BCA,	Strategas,	Bridgewater

This	Is	Not	2008

Despite	bank	stock	price	collapse,	there	are	no	imminent	credit	concerns	
with	the	US	banking	system.	Banks	con'nue	to	lend	through	the	crisis.
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Market	Reaction

Rally	off	the	Lows	–	One	of	the	Greatest	in	Market	History	(But	Very	Narrow)

Source:	Bespoke	Investment	Group,	Strategas,	BlackRock 10



Market	Reaction

Rally	off	the	Lows	–	Greatest	in	Market	History	(But	Very	Narrow)

Source:	Ned	Davis 11



Source:	Bespoke	Research

Market	Reaction

Rally	off	the	Lows	–	Greatest	in	Market	History	Missed	by	Retail	Investors
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What	Determines	the	Shape	of	Recovery?	
Employment,	the	Consumer,	and	the	Path	of	the	Virus

Economic	Impact



PerspecDve	on	the	Coronavirus

Does	the	shape	or	leDer	maDer?

Source:	Ned	Davis	Research 14



Impact	of	the	Coronavirus	–	US	Labor	Market	&	Consumer	
Spending	Shock

Source:	BCA 15



Looking	Forward	–	Will	the	Well	Run	Dry?

Source:	Blackrock 16



Source:	Allianz,	Strategas

Looking	Forward
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Source:	Allianz

Perspective	on	the	Coronavirus

The	path	out	of	economic	shut	down	–	V	shape	looks	unlikely	given	
consumer	pacerns	(>	2/3	of	our	economy!).
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Source:	Bianco,	Allianz

Perspective	on	the	Coronavirus

The	path	out	of	economic	shut	down	–	V	shape	looks	unlikely	given	
consumer	pacerns	(>	2/3	of	our	economy!).		

Virus	spreading	in	the	Sunbelt	shows	how	fragile	the	recovery	is.
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Looking	Forward



Source:	Bespoke

Market	Reaction

History	Does	Rhyme…	Expect	VolaKlity
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Source:	ASR	Ltd

Market	Reaction

History	Does	Rhyme…	Expect	VolaKlity
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Source:	MRB,	Strategas

Supplemental	Charts	of	Interest	–	Elections/Politics

23



Source:	Bianco,	Strategas,	BCA	

Supplemental	Charts	of	Interest	–	Elections/Politics:	On	the	Other	Hand…

Markets	do	no	price	in	risk	un'l	October.	Polling	data	has	not	been	accurate.
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Source:	Ned	Davis,	Financial	Times,	BCA

What	Could	Go	Wrong?

Global	Debt	Explosion	amplified	by	the	Covid	Crisis
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Looking	Forward

Charts	to	Watch

Short-Term	Technicals	

POSITIVE

+	50%	Fibonacci	Retracement	level	for	S&P	
500	(2947	=	61.8%)	cleared	along	with	
200	day	moving	average	(3000)	in	June	

+	Credit	spreads	tightening,	copper	prices	
are	rallying	off	the	bottom	and	
semiconductor	prices	are	outperforming	
the	S&P	500	

-	Two-year	Treasury	Yields:	Flailing	2	year	
prices	demonstrate	lack	of	confidence	in	
growth	

-	Ultra	short	technical	are	overbought.	Put/
Call	ratios	show	no	fear	in	equities.	

+	Equity	Mutual	Fund	Flows	finally	turned	
positive.		Sentiment	Surveys	are	still	
bearish.	

+	S&P	futures	positioning	is	net	short	(2016	
levels	despite	the	S&P	move.	

+	Policy	Uncertainty	Index	remains	elevated	
		
*	Credit	spreads	are	critical	to	recovery	
*	Watching	small	cap,	REITs,	banks,	&	
transports	to	confirm	the	turn

Regulatory	Insights	

MIXED

+/-	Reopening	of	America	is	critical	for	
sustained	equity	moves	

-	The	longer	states	remain	closed	the	higher	
risks	for	permanent	unemployment,	
bankruptcies,	and	defaults.		The	result	is	a	
dampened	recovery	

+	Additional	stimulus	in	the	works	
(individuals	and	state/local	government).		
Potential	for	“on-shoring”	tax	incentives	

+	Total	monetary/fiscal	response	in	the	US	
is	$10	trillion	(6	months	of	GDP)	

+	Fed	purchases	of	corps,	munis,	and	ETFs	
minimizes	liquidity	risk	

-	Election	year	rhetoric	will	heat	up	
-	Trade	War	Part	II?	
-	Government	Covid	decisions	create	
uncertainty		

-	Path	of	the	virus	post	re-open	or	next	flu	
season	

*	Watch	Oxford	Covid	Government	
Response	Tracker	Data	–	remains	stringent	
despite	re-openings

Economic	Developments	

NEGATIVE

-	All	economic	data	are	a	function	of	when	
shut-in	orders	lift	
	 -	This	poses	a	scientific	and	
political	dilemma	
	 	

-	Earnings	and	GDP	will	be	horrific	–	how	
will	markets	react?	

-	Market	reactions	depend	on	CoVid	news	
of	the	day	

+	Econ	data	easily	surpassing	pessimistic	
expectations	in	May	and	June	

*	Watching	NY	Fed’s	Weekly	Econ	Index	for	
a	turn	and	other	high	frequency	data:	
	 -	Weekly	jobless	claims	
-	Weekly	retail	sales	
-	Rail	car	data		
-	Bankruptcy	filings
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Market	Reaction

History	Does	Rhyme…

S&P S&P
Price Return Price Return

Assumed From From
S&P EPS Market EPS Bear-Market Bottom Bear-Market Bottom

Market Bottom Bottom Turn Around through Recession through
Bottom Quarter * Lead-Time * Date Turn Around Date End Recession End Month

10/22/1957 3Q 1958 3Q Before 1/31/1959 42.3% Apr-58 11.4%
6/26/1962
10/7/1966 3Q 1967 3Q Before 1/31/1968 26.0%
5/26/1970 4Q 1970 2Q Before 4/30/1971 50.0% Nov-70 25.8%
10/3/1974 3Q 1975 3Q Before 1/31/1976 61.9% Mar-75 33.8%
8/12/1982 1Q 1983 2Q Before 7/31/1983 58.7% Nov-82 35.3%
12/4/1987

10/11/1990 4Q 1991 4Q Before 4/30/1992 40.4% Mar-91 27.0%
10/9/2002 4Q 2001 4Q After 4/30/2002 N/A Nov-01 N/A
3/9/2009 3Q 2009 2Q Before 1/31/2010 58.7% Jun-09 35.9%

* Source:  Strategas

THE OPPORTUNITY COST OF WAITING FOR THE BELL TO RING

No earnings declines exhibited during this bear market.

No earnings declines exhibited during this bear market.

Bear market without accompanying recession.
Bear market without accompanying recession.

Bear market without accompanying recession.
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Source:	Capital	Economics

Perspective	on	the	Coronavirus

Signs	of	FlaDening
Confirmed	Cases
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Source:	Capital	Economics,	ASR	Ltd.,	Strategas

Perspective	on	the	Coronavirus

The	path	out	of	economic	shut	down	–	robust	business	ac'vity	but	 
subdued	consumer	spending.
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Source:	Statista,	Bespoke

Impact	of	the	Coronavirus

Employment	and	GDP	ContribuKon	by	Industry	–	Small	Business	Struggles
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Investment	Themes



Opal	Asset	Allocation	Dashboard

Equity U.S. Macro Conditions

Developed International Macro Conditions

Fixed Income
Emerging International Macro Conditions

Currencies Real Assets

1 Recommendations are intended to reflect a 12-24 month forecast.
The presence of an arrow indicates a recent change (right arrow = upgraded;  left arrow = downgraded).

Asset Allocation Dashboard – July 7, 2020

Taiber Kosmala & Associates Asset Allocation Recommendations1
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Opal	Wealth	Advisors	Asset	Alloca'on	Recommenda'ons1



Source:	BCA,	Strategas,	Murenbeeld

Supplemental	Charts	of	Interest

Gold	&	Energy
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Source:	Leuthold,	Strategas

Supplemental	Charts	of	Interest

F.A.Q.	Small	Caps
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Source:	MRB,	Bank	of	America

Supplemental	Charts	of	Interest

F.A.Q.	InternaKonal
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Source:	Bank	of	America,	Strategas,	MRB

Supplemental	Charts	of	Interest	–	Value	vs.	Growth

4	factors	aid	growth:	1)	weak	aggregate	earnings	2)	low	rates	  
3)	technological	shiKs	4)	quality	trade.
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Source:	RiverNorth	Capital	Management

Supplemental	Charts	of	Interest	–	CEFs
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Source:	Zelman	Associates

The	Bullish	Thesis	for	Homebuilders

Record	low	inventories,	record	low	rates,	increased	affordability	and	 
younger	demographic	shiK	provide	healthy	backdrop.
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Source:	Zelman	Associates

Supplemental	Homebuilders	Charts

Urban	to	suburban	shiK,	higher	family	forma'on,	resilient	sales,	and	higher	
posi've	equity	for	homeowners.
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Source:	Eaton	Vance,	Strategas

Supplemental	Charts	of	Interest

Historical	Context	of	Fixed	Income	ValuaKons
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Source:	BCA,	Bianco,	Strategas

Supplemental	Charts	of	Interest

Historical	Context	of	Equity	ValuaKons
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Have	ques'ons	about	this	presenta'on?	
Feel	free	to	call	or	email	us!	

516.388.7980	
info@opalwealthadvisors.com

For	More	InformaDon

Past	performance	may	not	be	indica've	of	future	results.	Different	types	of	investments	involve	varying	degrees	of	risk.	Therefore,	it	should	not	be	assumed	that	future	performance	of	any	specific	investment	or	
investment	strategy	(including	the	investments	and/or	investment	strategies	recommended	and/or	undertaken	by	Opal	Wealth	Advisors,	LLC	(“OWA”),	or	any	non-investment	related	content,	will	be	profitable,	
equal	any	corresponding	indicated	historical	performance	level(s),	be	suitable	for	your	porxolio	or	individual	situa'on,	or	prove	successful.	OWA	is	neither	a	law	firm,	nor	a	cer'fied	public	accoun'ng	firm,	and	no	
por'on	of	its	services	should	be	construed	as	legal	or	accoun'ng	advice.	Moreover,	you	should	not	assume	that	any	discussion	or	informa'on	contained	in	this	presenta'on	serves	as	the	receipt	of,	or	as	a	
subs'tute	for,	personalized	investment	advice	from	OWA.	Please	remember	that	it	remains	your	responsibility	to	advise	OWA,	in	wri'ng,	if	there	are	any	changes	in	your	personal/financial	situa'on	or	investment	
objec'ves	for	the	purpose	of	reviewing/evalua'ng/revising	our	previous	recommenda'ons	and/or	services,	or	if	you	would	like	to	impose,	add,	or	to	modify	any	reasonable	restric'ons	to	our	investment	advisory	
services.	A	copy	of	our	current	wricen	disclosure	Brochure	discussing	our	advisory	services	and	fees	is	available	upon	request.	The	scope	of	the	services	to	be	provided	depends	upon	the	needs	of	the	client	and	
the	terms	of	the	engagement.	

Historical	performance	results	for	investment	indices,	benchmarks,	and/or	categories	have	been	provided	for	general	informa'onal/comparison	purposes	only,	and	generally	do	not	reflect	the	deduc'on	of	
transac'on	and/or	custodial	charges,	the	deduc'on	of	an	investment	management	fee,	nor	the	impact	of	taxes,	the	incurrence	of	which	would	have	the	effect	of	decreasing	historical	performance	results.	It	
should	not	be	assumed	that	your	OWA	account	holdings	correspond	directly	to	any	compara've	indices	or	categories.	Please	Also	Note:	(1)	performance	results	do	not	reflect	the	impact	of	taxes;	(2)	compara've	
benchmarks/indices	may	be	more	or	less	vola'le	than	your	OWA	accounts;	and,	(3)	a	descrip'on	of	each	compara've	benchmark/index	is	available	upon	request.

Visit	our	website	for	more	insights	
opalwealthadvisors.com

mailto:info@opalwealthadvisors.com
mailto:info@opalwealthadvisors.com

