
be disappointing news regarding our ability to 
contain and treat COVID-19, leading to an ongoing 
nationwide lockdown and a dire economic outlook.

We hope our Bear Market Bottom Checklist and 
our Market Performance Probabilities Grid help 
put the current market cycle in perspective and 
ease some of the anxiety about putting money to 
work today. As always, please reach out with any 
questions, concerns, or comments. Thank you 
for the trust and confidence you have placed in 
Brinker Capital.

Best wishes,

Jeff Raupp, CFA, Chief Investment Officer

Tim Holland, CFA, Global Investment Strategist 

Dear Valued Client,

We hope you and your loved ones are safe, 
healthy, and navigating this difficult period as well 
as possible.  

As we know, it has been a constructive four weeks 
for the US stock market, with the S&P 500 Index 
(S&P 500) up 25% off its March 23 low, which we 
think, at 2,192, will prove to be the low for the 
cycle, a point we have illustrated using our Brinker 
Capital Bear Market Bottom Checklist. While we 
continue to face meaningful uncertainty on the 
healthcare and economic front, we believe the 
unprecedented—and ongoing—policy response 
from the Federal Reserve and the Federal 
Government has helped put a floor under risk 
assets and investor sentiment, and is among the 
reasons investors have been looking past the very 
disappointing economic data and bidding stocks 
higher.  

That said, trees don’t grow to the sky, and markets 
never go in only one direction. We should all 
be prepared for market volatility and a market 
pullback, with the key questions for the latter 
being both potential severity and catalysts. To 
that point, our investment team has prepared a 
Market Performance Probabilities Grid, where 
we lay out our best thinking on how and why 
we expect the S&P 500 to trade over the coming 
three to four months. We think the most likely 
path for the market over the next 90 to 120 days 
is sideways to higher, as we hopefully inch closer 
to reopening the US economy while continuing to 
make progress in the COVID-19 fight. We see the 
catalysts for a market pullback centering around 
a short-term setback due to COVID-19, and the 
inability of the Federal Government to push aid 
to the states, companies, and Americans most in 
need of assistance. While we don’t think a retest 
of the March lows is likely, it is an outcome we 
shouldn’t rule out. The most likely catalyst would 
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Probability Scenario Drivers

25% Higher 
(10+%)

Earlier breakthrough on 
COVID-19 therapeutics
Sharp rebound in  
economy (V-shaped)

40% Sideways 
(+/-10%)

Continued measured  
improvement in COVID-19 
data
Slow return of the  
economy (U-shaped)

25% Pullback 
(-10-20%)

Short-term setback on 
COVID-19 data
Fiscal policy uncertainty 
(timing and effectiveness)

10% Retest 
(-20+%)

Lockdowns extended  
and/or unprepared for 
second wave
Economic depression

Brinker Capital Market Performance 
Probability Grid – April 22, 2020

Source: Brinker Capital

Probability of a market bottom



Index definitions: S&P 500 Index - Widely regarded as the best single gauge of large cap US equities. The index includes 500 leading companies and 
captures approximately 80% coverage of available market capitalization. Volatility Index (VIX) - A real-time market index that represents the market’s 
expectation of 30-day forward-looking volatility. Derived from the price inputs of the S&P 500 index options, it provides a measure of market risk and 
investors’ sentiments. One cannot invest directly in an index. 
The views expressed are those of Brinker Capital and are not intended as investment advice or recommendation. Information provided is based on 
current market conditions and constitute Brinker Capital’s judgment and opinions, which are subject to change without notice. Past performance does 
not guarantee future results. Statements referring to future actions or events, such as the future financial performance of certain asset classes or market 
segments, are based on the current expectations and projections about future events provided by various sources, including Brinker Capital’s Investment 
Management Group. These statements are not guarantees of future performance and actual events may differ materially from those discussed.

GREAT IDEAS + STRONG DISCIPLINE = BETTER OUTCOMESTM

2002/03 2008/09 2020 Current environment
Investor sentiment: Investors  
Intelligence Survey % bears > % bulls 
with bulls < 30%

In the most recent survey, bears  
outnumbered bulls 42% to 30%.

Volatility: VIX measure of volatility 
reaches extreme level

VIX hit a record-high level of 85 on 
March 16

Credit spreads: Significant widening 
of credit spreads pricing in a wave of 
corporate defaults

High-yield spreads have widened 
meaningfully, but not yet reached  
levels seen in the financial crisis

Yield curve: Yield curve steepens Spread between the 10 Yr and 2 Yr 
Treasury widened 30bps in March

Peak to trough correction: Average 
decline of 30% during 11 bear markets 
since 1946

S&P 500 Index has declined -32% from 
the February 19 high

Fund flow data: Indiscriminate, panic 
selling of equity funds/ETFs

Investors have fled equities in March, 
with outflows from US equity funds of 
$17 billion

Market structure: Contraction in the 
number of stocks making new lows

The number of stocks making new  
lows peaked in late March, and has 
continued to decline in April

Policy response: Meaningful fiscal and 
monetary policy response

*The Fed and Federal Government are 
engaged; will it be enough to offset the 
impact of COVID-19?

Brinker Capital Bear Market Bottom Checklist – April 13, 2020

Information is accurate as of April 22, 2020.  Brinker Capital Inc., a registered investment advisor.

We checked off our Market Structure box as we continue to see fewer individual stocks trading to new lows, which 
follows closely on our checking off the Policy Response box to reflect passage of the $2.1 trillion COVID-19 rescue 
package by the Federal Government. Fiscal policy has now engaged with monetary policy in an unprecedented effort 
to contain the economic impact of COVID-19. The Policy Response box includes an asterisk (*), because our country 
and economy have never faced a threat quite like the COVID-19 pandemic, and we don’t know if the policy response 
will prove equal to the challenge at hand. There are also questions as to how quickly the Federal Government will 
be able to get aid to the states, industries, and workers most impacted by COVID-19. The asterisk continues to 
reflect those uncertainties. That said, most boxes have been checked off on our Bear Market Bottom Checklist, and 
we believe we have seen the lows for this market cycle. As such, we have been opportunistically adding to risk and 
positioning our portfolios to perform well in a more benign market environment. Going forward, we would see 
market drawdowns—all else being equal—as opportunities to further increase our exposure to risk assets.

Source: Brinker Capital
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