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Market Recap 
Equity markets recovered significant ground in April 

following the extreme volatility experienced during 

March. The S&P 500 gained nearly 13% for the month, 

which was its best month since January 1987. Small-

cap stocks, which experienced historic weakness 

earlier in the year, also rallied substantially with the 

Russell 2000 Index gaining 13.7% in April. Although 

international stocks also recovered some of their 

declines, the MSCI EAFE and MSCI Emerging indices 

continued a recent trend of underperformance versus 

U.S. stocks. The performance of U.S. large-cap indices continues to benefit from the relative resilience of growth stocks, which 

again outpaced value stocks in April. Fixed income categories were also broadly strong in April, although the high yield segment 

gave back some of its gains in the second half of the month.  

More lives have now been lost globally to Covid-19 than the SARS, H1N1, MERS, and Ebola epidemics combined.  Over twenty-

two million Americans have lost their jobs, including many who have also lost their health insurance.  Some began questioning 

whether resurgent stocks had diverged from economic reality. Yet, investors looked past the human tragedy to the prospects for 

economic rebound. 

Several factors likely contributed to the strong April recovery in equity markets. A sharp retracement rally after a period of 

extreme declines is not inconsistent with prior market bear markets. By several measures, investor sentiment toward equities 

had reached extremely cautious levels, a contrarian signal which has tended to support at least short-term market recoveries. 

Although data on the real economy was extraordinarily weak during April with no historical precedent for the magnitude of job 

losses reported, investors may have been encouraged by a number of tentative signs that economic activity bottomed during 

the middle of April. For example, mobility trend data published by Apple (https://www.apple.com/covid19/mobility) showed 

driving and walking activity bottoming and beginning to moderately rebound during the month in most major cities even before 

stay-at-home restrictions began to be lifted. Similarly, TSA data indicated passenger volumes at airports had likely bottomed 

although it remains at extremely depressed levels. In addition, mortgage purchase applications have increased for three 

consecutive weeks. The unprecedented fiscal and monetary response to the Covid-19 crisis also continues to support risk assets. 

Early in the month the Federal Reserve announced its intention to purchase high yield corporate debt for the first time, following 

earlier announcements that it would support the investment grade corporate market in unprecedented ways. An additional 

fiscal package to increase support for small businesses was also finalized late in the month and additional fiscal packages aimed at 

state and local government seem likely to be forthcoming in the months ahead. 

The macro backdrop for risk assets entering May is as complex and uncertain as one would expect in today’s environment. Short-

term momentum indicators are generally positive and by our measures most equity indices have not yet hit extremely 

overbought levels. Investor sentiment surveys and investor positioning data, meanwhile, indicate individual investors continue to 

take a highly cautious stance. This level of investor pessimism is unusual after very strong rallies and the skepticism may support 

further short-term gains for stocks. However, our intermediate and long-term trend indicators for most major equity markets are 

now negative. The S&P 500 sits not far from its declining 200-day moving average, which proved to be a pretty substantial barrier 

for market rallies during the past two major bear markets.  While our lives have become even more embedded with technology 

during this lockdown, it is concerning that equity market leadership continues to reside in a handful of large cap technology 

names that now account for more than a quarter of the S&P 500’s market capitalization.   

Index Returns as of April 30, 2020 

  Mar 1-YR 

Domestic 
Equity 

S&P 500 TR 12.82% 0.85% 
Russell 2000 13.74% -16.41% 

Intl 
Equity 

MSCI EAFE NR 6.46% -11.34% 
MSCI Emerging NR 9.16% -12.00% 

Fixed-
Income 

Barclays U.S. Aggregate 
Barclays U.S. High Yield 
Barclays U.S. Corporate 

1.78% 
4.51% 
5.60% 

10.84% 
-4.11% 
11.95% 

https://www.apple.com/covid19/mobility
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More concerningly, credit markets have diverged somewhat from equity markets since the middle of April. For example, while 

stocks continued to rally in the second half of the month, U.S. high yield bonds experienced some weakness. The weakness in 

high yield has been particularly notable in the lower-rated portion of the high yield universe. Lending standards have also 

tightened, making it more difficult for small businesses to access bank credit. Meanwhile, credit markets in Europe and emerging 

markets remain on relatively weak footing. These divergences in credit markets are unusual in the early stages of a long-term bull 

market and further signs of credit stress may suggest that the economic recovery may be weaker than many expect. It is also 

noteworthy that futures markets recently priced in a negative Fed funds rate as early a November 2020, an additional sign the 

bond market remains very concerned about the economic outlook over the remainder of the year.  

Balancing the above considerations, we expect to continue incrementally reducing equity exposure into further market rallies in 

the coming months. The weakness in intermediate-term trend indicators, widening spreads in parts of the credit market, and 

generally cautious message of the bond market suggest the intermediate-term risk-reward of equities is not particularly 

favorable. Additional headwinds for equities include the potential for renewed trade tensions with China, election year political 

concerns, and generally weak seasonality during the summer months. However, in addition to extremely cautious investor 

sentiment potentially supporting further short-term gains, measures of global monetary policy and equity-risk premiums suggest 

the long-term outlook for global equities relative to bonds is favorable. As a result, we believe a highly defensive posture is also 

not currently warranted unless investor sentiment turns much more optimistic or corporate credit shows significantly more signs 

of stress. We will continue to assess these factors and many others when deciding whether to implement further portfolio 

adjustments in the coming months. For now, the S&P appears rangebound to us between 2600 and 3000 until there is greater 

clarity on the success of strategies aimed at gradually re-opening the world’s economies. 

Index Definitions 

S&P 500 TR - An index of 500 stocks chosen for market size, liquidity and industry grouping (among other factors) designed to be 
a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of the large cap universe. 
 
Russell 2000 - An index measuring the performance approximately 2,000 small-cap companies in the Russell 3000 Index, which 
is made up of 3,000 of the biggest U.S. stocks. The Russell 2000 serves as a benchmark for small-cap stocks in the United States. 
 
MSCI EAFE NR - An index that serves as a benchmark of the performance in major international equity markets as represented 
by 21 major MSCI indexes from Europe, Australia and Southeast Asia. Net return (NR) indices subtract from dividend reinvestment 
calculations the withholding taxes retained at the source for foreigners who do not benefit from a double taxation treaty. 
 
MSCI Emerging Markets NR - An index that serves as a benchmark of the performance in global emerging markets as represented 
by 23 emerging economies. Net return (NR) indices subtract from dividend reinvestment calculations the withholding taxes 
retained at the source for foreigners who do not benefit from a double taxation treaty. 
 
Barclays U.S. Aggregate - A broad base index, maintained by Barclays Capital, and is often used to represent investment grade 
bonds being traded in the U.S. Barclays Capital (BarCap) U.S. Aggregate Bond Index is made up of the Barclays Capital U.S. 
Government/Corporate Bond Index, Mortgage-Backed Securities Index, and Asset-Based Securities Index, including securities 
that are of investment grade quality or better, have at least one year to maturity, and have an outstanding par value of at least 
$100 million. 
 
Thomson/Reuters CRB - The index track baskets of 19 commodities and is intended to be a representative indicator of global 
commodity markets.  
 

Disclosures 
Columbus Macro, LLC is a privately-held boutique SEC registered investment adviser, actively managing assets in the global capital 

markets on behalf of financial advisors and their clients.  

http://www.investopedia.com/terms/r/russell_3000.asp
http://www.investopedia.com/terms/b/benchmark.asp
http://www.investopedia.com/terms/b/benchmark.asp
http://www.investopedia.com/terms/e/equitymarket.asp
http://www.investopedia.com/terms/b/benchmark.asp
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Past performance is no guarantee of future returns. Nothing presented herein is intended to constitute investment, legal, 

accounting or tax advice.  Nor is it a recommendation to buy or sell any types of securities, to invest in any particular asset class 

or strategy, or as a promise of future performance. No investment decision should be made based solely on information provided 

herein. There is a risk of loss from an investment in securities, including the risk of loss of principal. Different types of investments 

involve varying degrees of risk, and there can be no assurance that any specific investment will be profitable or suitable for a 

particular investor's financial situation or risk tolerance. Diversification does not ensure a profit or protect against a loss. Before 

investing, consider investment objectives, risks, fees and expenses.  Information provided herein reflects Columbus Macro’s views 

as of the date of this communication and can change at any time without notice. We disclaim any obligation to update or alter 

forward looking statements as a result of new information.  

 This document is a marketing communication and is not intended to serve as investment research. The views expressed are a 

general guide to our firm’s thinking. This document does not replace any product specific materials and is intended for limited 

distribution. Columbus Macro obtained some of the information provided herein from third party sources believed to be reliable 

but it is not guaranteed and Columbus Macro does not warrant or guarantee the accuracy or completeness of such information 

and accepts no liability for any error, omission or inaccuracy in such information.  The use of such sources does not constitute an 

endorsement. 

We believe that performance information cannot be properly assessed without understanding the amount of risk that was taken 

in delivering that performance. We present performance information for short time periods because we understand that clients 

and potential Investors are interested in this information, however, we recommend against making any investment decisions 

based on short-term performance information. Performance should be considered in light of the market and economic conditions 

that prevailed at the time those results were generated.  

Any forward-looking statements or forecasts are based on assumptions and actual results are expected to vary from any such 

statements or forecasts. No reliance should be placed on any such statements or forecasts when making any investment decision. 

Our views are not intended to predict or guarantee the future performance of any security, asset class, account or portfolio. 

Data source for indices is Bloomberg.  It is generally not possible to invest directly in an index. Exposure to an asset class or trading 

strategy or other category represented by an index is only available through third party investable instruments (if any) based on 

that index.  
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