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ge Period o 0 3 020
U.S. Equity Markets Qtr Ytd 1YrReturn | 3YrReturn | 5YrReturn | 10 Yr Return
S&P 500 Index -19.60 -19.60 -6.98 5.10 6.73 10.53
Russell 3000 -20.90 -20.90 -9.13 4.00 5.77 10.15
Russell 3000 Value -27.32 -27.32 -18.02 -2.67 1.62 7.47
Russell 3000 Growth -14.85 -14.85 -0.44 10.54 9.74 12.68
Russell 2000 -30.61 -30.61 -23.99 -4.64 -0.25 6.90
Russell 1000 -20.22 -20.22 -8.03 4.64 6.22 10.39
Non-U.S. Equity Markets
MSCI ACWI Ex USA -23.36 -23.36 -15.57 -1.96 -0.64 2.05
MSCI Emerging Markets -23.60 -23.60 -17.69 -1.62 -0.37 0.68
Fixed Income
Barclays Aggregate Bond 3.15 3.15 8.93 4.82 3.36 3.88
Barclays US TIPS 1.69 1.69 6.85 3.46 2.67 3.48
Real Assets/Natural Resources
DJ US Select REIT -28.52 -28.52 -23.96 -4.28 -1.42 6.88
S&P North American Natural Resources -43.90 -43.90 -43.21 -18.03 -11.91 -4.35

GDP (lagging
indicator)

Q4 2019 (Third Estimate)

Increased at annual
rate of 2.1%

4. Existing

Home Sales

Thru February 2020
Increased by 6.5%

Unemployment
Rate

Thru March 2020

Increased to 4.4%
(seasonally adjusted)

(0] Consumer
O Price Index
February 2020

Increased by 0.1%
(seasonally adjusted)
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Commentary

The US. equity market declined 20.9% in the first quarter,
posting its worst quarterly performance since the 2008
Global Financial Crisis. Stocks declined sharply and

equity market volatility reached record-high levels in
March, as uncertainty regarding the economic fallout of
the COVID-19 pandemic weighed heavily on investor
sentiment and drove non-fundamental selling across all
sectors. The market experienced some relief towards the
end of March after the U.S. government passed a $2 trillion
stimulus package, and the Federal Reserve unveiled measures
to increase market liquidity, facilitate credit to businesses,
and provide direct payments to individuals. A disagreement
between OPEC and Russia regarding production quotas

to address lower demand and Saudi Arabia’s response to
increase oil production to maintain market share led to a
sharp decrease in oil prices, which negatively affected the
energy sector.

Large-cap stocks outperformed both the small- and mid-

cap segments of the market in the quarter, as investors
favored large companies with stronger balance sheets. All
capitalization segments of the market posted negative returns
in the 1-year period, with large-cap stocks outperforming
mid- and small-cap stocks by 11.3% and 17.0%, respectively.
Growth stocks outperformed value stocks by 12.4% in the
quarter. Favorable relative performance from both the health
care and technology sectors was the primary driver of growth
stocks in the period, while weak relative performance in the
energy and financial sectors impacted the value segment of
the market.

International equities declined 23.4% in the quarter. Global
equities were initially supported in January by improving
global manufacturing data and the signing of phase one of
a trade deal between the U.S. and China. All major equity

markets reversed earlier gains and turned sharply negative

“Games are won by players who focus on the playing field -

not by those whose eyes are glued to the scoreboard”

— Warren Buffett

at the end of February as COVID-19 became a global
pandemic. Many central banks across the globe committed
to monetary policies that provide easier access to liquidity
and credit for both businesses and individuals. Governments
also committed to increasing fiscal stimulus measures for
individuals and corporations affected by policies to contain
the spread of the virus. Chinese equities declined 10.2% in
the quarter, which outperformed most other major equity
markets. COVID-19 first originated in China at the end

0f 2019, however, the country experienced a slowdown

of reported new cases and a gradual pickup in economic
activity. The decline in global economic activity led to
falling commodity prices and equity returns for commodity-
producing countries. The decline in oil prices also negatively
impacted returns across international equity markets.

The US. fixed income market returned 3.2% in the quarter
due to strong returns from U.S. government securities.

In response to economic uncertainty surrounding the
COVID-19 pandemic, the Federal Reserve announced rate
cuts of 0.50% and 1.00% in between scheduled meetings,
bringing the effective target federal funds rate down to a
range of 0% to 0.25%. The Federal Reserve also announced
multiple liquidity programs in an attempt to keep capital
markets functional, including the unlimited purchase of U.S.
Treasuries and mortgage-backed securities for its balance
sheet and providing support to the overnight repo markets,
money market mutual funds, and municipal bonds. Yields
on US. Treasuries declined to record lows due to the Federal
Reserve’s actions and flight to safety by investors, resulting in
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positive performance, while investment-grade credits and
high-yield corporate bonds declined in price which sharply
raised yields. Developed non-U.S. government bonds
advanced 1.5% in the quarter due to various supportive
measures taken by governments across the world, but
U.S.-based investors experienced a —1.2% return due to a
stronger dollar. Emerging market bonds produced negative
results in the quarter.

Major Capital Market Returns
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Source of statistics not otherwise specifically cited within this
newsletter: Strategic Capital Investment Advisors.

Definitions of the indexes shown here can be found at https:/
mfinwealth.com/index-and-statistics-definitions/.

M Holdings Securities, Inc. makes no representation regarding

the accuracy or completeness of information provided herein. This
information has been taken from sources we believe to be reliable,
but there is no guarantee as to its accuracy. All opinions and views
constitute our judgments as of the date of writing and are subject

to change at any time without notice. Nothing contained in this
newsletter is intended to constitute legal, tax, accounting, securities,
or investment advice, nor an opinion regarding the appropriateness
of any investment, nor a solicitation of any type. Please consult with
your attorney or tax advisor, as applicable.

All referenced indices are unmanaged and not available for direct
investment. Past performance is not a guarantee of future results.
The information and opinions expressed herein are for general and
educational purposes only.

The S&P 500 Total Return is a commonly used measure of common
stock performance of 500 leading companies in leading industries of
the U.S. economy.

The Russell 3000 index measures the performance of the largest
3,000 U.S. companies representing approximately 98% of the
investable U.S. equity market. It is market-capitalization weighted.

The Russell 3000 Value index measures the performance of the
broad value segment of the U.S. equity value universe. It includes
Russell 3000 index companies with lower price-to-book ratios and
lower forecasted growth values. It is market-capitalization weighted.

The Russell 3000 Growth Index measures the performance

of the broad growth segment of the U.S. equity universe. It
includes Russell 3000 index companies with higher price-to-book
ratios and higher forecasted growth values. It is market-
capitalization weighted.

The Russell 2000 Index measures the performance of the small-
cap segment of the U.S. equity universe. It is a subset of the
Russell 3000 and includes approximately 2,000 of the smallest
securities based on a combination of their market cap and current
index membership.

The Russell 1000 Index measures the performance of the large-
cap segment of the U.S, equity securities. It is a subset of the
Russell 3000 index and includes approximately 1,000 of the largest
securities based on a combination of their market cap and current
index membership.

The MSCI ACWI Ex USA Index captures large and mid-cap
securities exhibiting overall growth style characteristics across
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22 of 23 Developed Markets countries. The growth investment
style characteristics for index construction are defined using five
variables: long-term forward EPS growth rate, short-term forward
EPS growth rate, current internal growth rate, long-term historical
EPS growth trend, and long-term historical sales per share
growth trend.

The MSCI Emerging Markets index measures the performance
of the large and mid-cap segments of emerging market equity
securities. It is free float-adjusted market-capitalization weighted.

The Barclays Aggregate Bond index measures the performance of
investment grade, U.S. dollar-denominated, fixed-rate taxable bond
market, including Treasuries, government-related and corporate
securities, MBS (agency fixed-rate and hybrid ARM pass-throughs),
ABS, and CMBS.

The Barclays US TIPS index measures the performance of rules-
based, market value-weighted inflation-protected securities issued
by the U.S. Treasury. It is a subset of the Global Inflation-Linked
Index (Series-L).

The DJ US Select REIT index measures the performance of
publicly traded real estate investment trusts (REITs) and REIT-like
securities. The index is a subset of the Dow Jones US Select Real
Estate Securities Index (RESI). The index is designed to serve

as proxy for direct real estate investment, in part by excluding
companies whose performance may be driven by factors other than
the value of real estate.

The S&P North American Natural Resources index measures
the performance of U.S. traded securities that are classified under
the Global Industry Classification Standard (GICS) energy and
materials (sector) excluding the chemicals (industry) and steel
(sub-industry).

Sources:

GDP: .gov/dat. /gross-domestic-product

Existing: nar.realtor/research-and-statistics/housing-statistics/
existing-home-sales

Unemployment: bls.gov/news.release/empsit.toc.htm

Consumer Price Index: bls.gov/news.release/cpi.toc.htm

Contact Information

To learn more, please contact:

Plybon & Associates, Inc.
(336) 292-9050
plybon.com
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