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Markets Are Here... 
Often foremost in our minds when reporting on the effects of market volatility on client wealth is make all 
reasonable attempts not to come across as Pollyannaish. Blind optimism—either near peaks or troughs, mind 
you—affords little in the way of comfort. And if we’ve learned anything during past market cycles, providing 
comfort through information should be our primary focus. So we will begin this month’s commentary with 
one version of the, “You Are Here” chart, a 10-year perspective on market performance through the lens of 
the range of hypothetical portfolio allocations to global stocks and U.S. investment-grade bonds. 

 

IN THE THICK OF IT 
Through the end of March in a pretty remarkable turn of trends, the domestic equity market rebounded 15% 
over the course of six trading days after the Federal Reserve let loose a rainbow of market support 
mechanisms and the U.S. Congress passed legislation worth more than $2 trillion in budgeted relief for U.S. 
businesses and workers. With peak-COVID in the U.S. likely still in the future, and with the macroeconomic 
impact still only very vaguely estimable, it’s easy to think up reasons to believe the rebound has gotten a bit 
ahead of the fundamentals. Even so, with the market still well off its February peak, we think history will 
show that patience amidst heightened volatility was rewarded over time. 
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Those allocations are actually reflective of several of the benchmarks we use for portfolios we manage to 
similar splits between equity and fixed income. We include a global view on the equity side, as we maintain 
such exposures in most of our accounts that include equity. The gist of the story the chart tells is one hopefully 
familiar to readers of our commentaries. Stocks can be a source of strong long-term return, but returns in 
the meantime can be volatile, often quite so. And bonds can provide ballast to dampen the returns of stocks 
in a portfolio, whether shares are rising or falling. The chart also suggests investors should focus on longer-
term performance, even as shorter-term trends draw attention closer in. And finally, we can see that it often 
requires patience through periods of market turmoil (e.g., 2011, 2016, 2018 and this latest bout) in order to 
achieve the outcome intended from a particular investment strategy. 

...And Here, Zoomed In 
Speaking of patience with nearer-term performance, last week provided another example of the potential for 
better outcomes through perseverance (at least in the short term). In Figure 2, we trim the earlier chart to 
just the performance since the U.S. market peak on February 19. The chart shows the softening effect that 
fixed income exposures had on the equity decline, even as returns for many sectors within the corporate bond 
space also were pressured from early March through the equity market bottom. Also distinguishable in the 
individual lines is the reasonably strong bouncing about these series have experienced so far during this crisis. 
That increased variability—both up and down—is a reminder that we tend to see large up days around the 
same periods we see large down days. That observation bolsters the idea that it’s very difficult, perhaps 
impossible to time market moves and emphasizes the impetus to stay true to an existing investment approach, 
so long as the factors that influenced the choice of that approach have not materially changed. 
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Big Ups & Big Downs 
The next chart shows those wild swings in the equity markets with a bit more detail. From the U.S. stock 
market peak on February 19, the S&P 500 had fallen by near 34% through March 23. That index has since 
jumped 15%, recovering more than a third of that decline. Just as we noted in our Market Update on March 
15, as the equity market becomes more volatile, we likely will experience larger daily changes in both 
directions, not just the downside. While the week of March 15 was pretty hard to stomach, the week that 
followed provided some justification for staying grounded in the pursuit of an existing strategy. 

Of note with regard to our investment approach, value-oriented and small-cap stocks have substantially 
underperformed through the downturn, as have shorter-term corporate bonds. These factors will have 
reduced our performance relative to these benchmark presentations. We will cover these details more 
thoroughly in our quarterly portfolio positioning and performance update. 

 

Bracing for What May Come 
But we don’t want to get too far ahead of the fundamentals. There’s still a ways to go to recover the remaining 
gap to the prior peak in the U.S. stock market. It might be best to steel the nerves against further market 
volatility and potential further downside from here as the world continues to battle the coronavirus pandemic. 
Those who remain anxious about those potential outcomes should reach out to advisors for additional 
perspective, guidance and discussion. 
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Important Information 
Statera Asset Management is a dba of Signature Resources Capital Management, LLC (SRCM), which is a Registered Investment Advisor. Registration of an investment 
adviser does not imply any specific level of skill or training. The information contained herein has been prepared solely for informational purposes and is not an offer 
to buy or sell any security or to participate in any trading strategy. Any decision to utilize the services described herein should be made after reviewing such definitive 
investment management agreement and SRCM’s Form ADV Part 2A and 2Bs and conducting such due diligence as the client deems necessary and consulting the 
client’s own legal, accounting and tax advisors in order to make an independent determination of the suitability and consequences of SRCM services. Any portfolio with 
SRCM involves significant risk, including a complete loss of capital. The applicable definitive investment management agreement and Form ADV Part 2 contains a more 
thorough discussion of risk and conflict, which should be carefully reviewed prior to making any investment decision. Please contact your investment adviser 
representative to obtain a copy of Form ADV Part 2. All data presented herein is unaudited, subject to revision by SRCM, and is provided solely as a guide to current 
expectations.  

The opinions expressed herein are those of SRCM as of the date of writing and are subject to change. The material is based on SRCM proprietary research and analysis 
of global markets and investing. The information and/or analysis contained in this material have been compiled or arrived at from sources believed to be reliable, 
however SRCM does not make any representation as to their accuracy or completeness and does not accept liability for any loss arising from the use hereof. Some 
internally generated information may be considered theoretical in nature and is subject to inherent limitations associated thereby. Any market exposures referenced 
may or may not be represented in portfolios of clients of SRCM or its affiliates, and do not represent all securities purchased, sold or recommended for client accounts. 
The reader should not assume that any investments in market exposures identified or described were or will be profitable. Investing entails risks, including possible 
loss of principal. Past performance is no guarantee of future results. The information in this material may contain projections or other forward-looking statements 
regarding future events, targets or expectations and are current as of the date indicated. There is no assurance that such events or targets will be achieved. Thus, 
potential outcomes may be significantly different. 

Investing in any investment vehicle carries risk, including the possible loss of principal, and there can be no assurance that any investment strategy will provide positive 
performance over a period of time. The asset classes and/or investment strategies described in this publication may not be suitable for all investors. Investment 
decisions should be made based on the investor's specific financial needs and objectives, goals, time horizon, tax liability and risk tolerance. 

This material is not intended as and should not be used to provide investment advice and is not an offer to sell a security or a solicitation or an offer, or a 
recommendation, to buy a security. Investors should consult with an advisor to determine the appropriate investment vehicle. 

The MSCI ACWI Index captures large- and mid-cap representation across 23 Developed Markets countries and 23 Emerging Markets countries. 

The MSCI information may only be used for your internal use, may not be reproduced or disseminated in any form and may not be used as a basis for or a component 
of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation to make (or refrain 
from making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any 
future performance analysis, forecast or prediction. The MSCI information is provided on an "as is" basis and the user of this information assumes the entire risk of 
any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information 
(collectively, the "MSCI Parties") expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-
infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI 
Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. 
(www.msci.com) 

The Bloomberg Barclays U.S. 1-5 Year Government/Credit Bond Index is a broad-based benchmark that includes investment grade, U.S. dollar-denominated, fixed-rate 
Treasuries, government-related and corporate securities with maturities between 1 and 5 years. 

The S&P 500 Index measures the performance of the large-cap segment of the U.S. equity market. 

One cannot invest directly in an index. Index performance does not reflect the expenses associated with the management of an actual portfolio. 
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