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Macro: A biological menace has 
caused a global economic lockdown
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The ECRI weekly leading index has just 
experienced its swiftest decline in its 
history and is now back to levels last seen 
in early 2009.
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The Dallas Fed Manufacturing survey has taken out 
the February 2009 lows.  Even during the Great 
Financial Crisis, the industrial economy was still 
operating (albeit at a low level).  For at least the 
next several weeks, non-essential manufacturing 
will be hindered.
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Commercial air travel has fallen by more 
than 90% year-over-year.
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The YoY decline in the weekly U.S. box office gross from 
$204,193,406 to $5,179 rounds to a drop of 100%.

Source: Box Office Mojo, JAG Capital Management

Movie ticket sales have essentially disappeared.
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Initial jobless claims jumped for the 
second week in a row to unprecedented 
levels. Employers have been forced to lay 
off or furlough employees to conserve 
cash flow during the current “lock down” 
in the economy.
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The Fed and other policymakers were 
criticized for being slow to take action 
during the 2008-2009 Great Financial 
Crisis.  They are not making the same 
mistake with COVID-19.  
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Capital Markets: 
Historic amounts of 

volatility
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Frequency Distribution of 23-day Rolling Returns for the S&P 
500 1/2/1928 - 4/1/2020

23-day return ending 
3/23/20
-33.92%

Source: JAG Capital Management,chart concept courtesy priceactionlab.com

This is a 7.47 
sigma event

# Date SPX SPX_21dRR

1 11/13/1929 17.66 -41.7%

2 11/12/1929 18.73 -38.3%

3 11/14/1929 19.24 -37.6%

4 10/5/1931 8.82 -36.6%

5 10/29/1929 20.43 -34.4%

6 11/11/1929 19.86 -34.3%

7 11/18/1929 20.09 -34.2%

8 11/15/1929 20.30 -34.0%

9 3/23/2020 2,237.40 -33.9%

10 4/11/1932 6.07 -32.4%

11 10/1/1931 9.53 -31.9%

12 11/6/1929 20.61 -31.8%

13 11/19/1929 20.70 -31.7%

14 3/20/2020 2,304.92 -31.6%

15 4/13/1932 5.98 -31.5%

16 4/12/1932 6.06 -31.2%

17 10/10/1932 6.42 -31.0%

18 10/2/1931 9.70 -30.0%

19 9/30/1931 9.71 -29.9%

20 10/26/1987 227.67 -29.1%

21 4/8/1932 6.26 -29.0%

22 12/14/1931 8.01 -29.0%

23 3/16/2020 2,386.13 -28.9%

24 3/18/2020 2,398.10 -28.9%

25 3/19/2020 2,409.39 -28.7%

25 Biggest 23-day Losses for S&P 500

From a historical 
perspective, the COVID-
inspired correction in 
equities has been epic.



11

-1.00

0.00

1.00

2.00

3.00

4.00

5.00

6.00

7.00

8.00

9.00

10.00

1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

10 Year Trsy Constant Maturity Yield, Weekly Avg of Daily Yield

Source: Fed H.15 Release, JAG Capital Management

12/26/08
2.18

7/27/12
1.47

6/15/07
5.20

4/1/20
.67

2/11/11
3.68

6/13/03
3.20

10/9/98
4.41
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Yield at top of channel on 4/1/2020 = 2.22
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1.38
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A global Flight to Safety has driven 
Treasury yields to all-time lows.  
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-28.6%
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-28.6%

9/13/74
-18.2%

5/28/62
-18.0%

6/10/40
-25.6%

7/23/02
-21.8%

8/10/11
-16.6%

11/13/29
-41.7%

9/19/46
-19.7%

10/18/37
-26.7%

5/25/70
-16.6%

Other significant 23-day 
declines in the S&P 500 

Here is another view of how the recent 
sell-off compares to other big S&P 500 
declines in the past.  Recessions are noted 
in grey.  Significant equity market drops 
have often, though not always, been 
associated with recessions.   
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Liquidity dried up and credit spreads blew 
out quickly in March 2020, to nearly the 
same extent as seen in late 2008.   
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Source:  Federal Reserve H-15 Release, JAG Capital Management
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Daily ratio 4/1/2020 = 7.56
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While absolute yields for BAA-rated bonds 
remain below 5%, note the yawning gap 
between BAA yields and 10-year Treasury 
yields that developed in March 2020.
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After LTCM the ratio averaged 1.87
and reached an all time high in Dec-08,

but that number is now dwarfed by recent 
ratio values.

Source:  Federal Reserve H-15 Release, JAG Capital Management

Between 1/2/1986 and the collapse of LTCM 
this ratio averaged 1.26 and never exceeded 1.45

4/17/86
1.45 12/31/91

1.36

10/5/98
1.65

1/27/00
1.23

10/9/02
2.08

3/17/08
2.05

4/2/10
1.62

6/1/12
3.32

12/31/13
1.77

2/11/16
3.23

11/9/18
1.61

6/12/07
1.30

2/8/11
1.67

BAA Yield = 4.69
10y Trsy = .62
Ratio = 7.56

BAA Yield = 8.11
10y Trsy = 2.08

Ratio = 3.90

4/1/20
7.56

Here we have expressed the ratio of BAA bond 
yields to 10 Year Treasury yields.  This ratio is 
now >7x, meaning that BAA-rated bonds offer 
more than seven times the yield of Treasuries.  
On a relative basis, BAA yields have never been 
this high compared to Treasury yields. 
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Capital Markets:     
A (tentative and 

humble) look ahead
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77.5%

10/10/08
87.8%
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56.5%

5/26/70
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A good measure of the intensity and breadth of the selling is 
captured by the percent of NYSE issues making new 52wk lows.  
On 3/12/2020, 77.5% of 3,068 stocks that traded that day made a 
new 52wk low. Since May 1970, this level of selling pressure was 
second only to the tumult the market experienced following the 
failure of Lehman Brothers in the fall of 2008.
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Big spikes in the number of new 52wk lows have often represented peaks in 
selling pressure that have been followed by recoveries in stock prices.

New Low Spike S&P 500 1-month 3-months 6-months 12-months

5/26/1970 69.29 7.9% 11.1% 20.8% 44.5%

5/21/1973 102.73 1.2% 0.3% 1.1% -14.5%

9/13/1974 65.20 9.1% 0.6% 30.0% 27.8%

3/27/1980 98.22 7.1% 16.6% 31.1% 37.1%

10/20/1987 236.83 2.6% 6.4% 8.1% 18.0%

8/23/1990 307.06 1.4% 3.3% 19.1% 27.4%

8/31/1998 957.28 9.6% 23.6% 28.2% 37.9%

10/10/2008 899.22 3.5% 0.8% -6.4% 19.7%

8/8/2011 1,119.46 4.1% 8.8% 20.3% 25.2%

1/20/2016 1,859.33 3.1% 11.9% 16.9% 21.7%

12/20/2018 2,467.42 6.7% 14.5% 19.4% 30.6%

3/12/2020 2,480.64

Avg 5.1% 8.9% 17.1% 25.0%

Max 9.6% 23.6% 31.1% 44.5%

Min 1.2% 0.3% -6.4% -14.5%

% > 0 100.0% 100.0% 90.9% 90.9%

S&P 500 Performance Following Spike in NYSE New Lows

Source: Barron's, WSJ, JAG Capital Management
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12/24/18
.43

7/3/14
1.75

8/28/00
1.70

7/17/98
1.67

Average ratio at S&P lows = .47

10/19/98
.47

9/20/01
.45 5/20/10

.35

8/7/18
1.90 1/17/20

1.81

3/16/20
.19

4/1/20
.29

In addition to deep price declines, other indicators like the ratio of 
the S&P 500’s P/E vs. the VIX index (a handy measure of investor 
anxiety) illustrate the extreme nature of the virus induced sell-off.  
When the VIX (fear) rises and P/E ratios (valuation) decline this 
ratio falls.  By 3/16 the ratio had dropped to .19 a level last seen 
during the GFC in 2008.  Stocks have often recorded durable lows 
when this ratio has declined to .47 or below.
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Date 5 20 63 126 252

10/19/1998 0.9% 6.9% 18.3% 25.8% 18.7%

9/20/2001 3.5% 8.5% 16.8% 16.7% -14.1%

10/7/2002 7.2% 15.7% 17.5% 11.8% 32.3%

11/20/2008 19.1% 18.0% 2.8% 21.0% 45.0%

5/20/2010 2.9% 4.3% 0.4% 10.0% 25.4%

10/3/2011 8.7% 14.0% 16.2% 28.6% 31.5%

8/24/2015 4.2% 2.6% 10.4% 1.9% 15.5%

12/24/2018 6.8% 12.4% 19.3% 23.9% 37.1%

Average 6.6% 10.0% 11.7% 16.5% 22.1%

Median 4.2% 8.5% 16.2% 16.7% 25.4%

Max 19.1% 18.0% 18.3% 28.6% 45.0%

Min 0.9% 2.6% 0.4% 1.9% -14.1%

% > 0 100.0% 100.0% 100.0% 100.0% 85.7%

S&P 500 Performance # of days after S&P/VIX Ratio < .48

S&P 500 P/E/VIX Ratio

Source: Bloomberg, JAG Capital Management

Here is a table showing how the S&P 500 has performed after previous 
depressed readings in the P/E/VIX ratio.
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1/26/54
26.09

1/24/58
41.71

7/11/62
57.73

1/16/67
84.31

12/4/70
89.46

1/10/75
72.61 8/23/82

116.09

1/14/87
262.64

2/5/91
351.26

3/23/09
1,068.76

7/12/16
2152.14

1/9/19
2,584.96

A number of technical indicators suggest the S&P 500 
close at 2,237.40 on 3/23 could be a durable low.  One 
indicator we’ll be watching closely for confirmation is 
the ratio of the 10-day sum of advancing issues / 10-
day sum of declining issues on the NYSE.  Historically 
when this ratio reaches 2.00 or more stocks do well 
over the subsequent year.  This does not happen 
often.  The red lines in this chart mark previous times 
when the ratio has reached 2.00+.  A similar reading 
in the weeks ahead would be a strong indication that 
stocks have room to run.
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Here is a table showing how the S&P 500 has performed after previous 
breadth thrust signals.

Date SPX 10DADRatio MaxGain+1yr MaxLoss+1yr Ret+1yr

7/13/1949 14.78 2.06 31.3% -0.1% 15.4%

1/26/1954 26.09 2.01 40.9% -1.1% 36.1%

1/24/1958 41.71 2.00 34.4% -2.6% 33.7%

7/11/1962 57.73 2.05 22.6% -7.3% 20.8%

11/9/1962 58.78 2.05 26.7% 1.2% 25.1%

1/16/1967 84.31 2.05 15.8% 1.1% 13.7%

12/4/1970 89.46 2.12 17.1% 0.0% 8.5%

1/10/1975 72.61 2.25 31.7% -2.6% 30.8%

1/6/1976 93.53 2.05 15.3% 0.4% 13.0%

8/23/1982 116.09 2.02 47.3% -0.6% 41.3%

10/13/1982 136.68 2.03 26.3% -2.7% 24.6%

1/14/1987 262.64 2.19 28.2% -14.8% -6.4%

2/5/1991 351.26 2.10 19.8% 1.5% 17.8%

3/23/2009 822.92 2.21 42.7% -4.3% 42.7%

7/23/2009 976.29 2.17 24.7% -0.1% 12.9%

9/16/2009 1,068.76 2.32 13.9% -4.3% 5.2%

7/12/2016 2,152.14 2.18 14.0% -3.1% 13.5%

1/9/2019 2,584.96 2.37 26.7% -0.1% 26.7%

Avg 26.6% -2.2% 20.9%

Max 47.3% 1.5% 42.7%

Min 13.9% -14.8% -6.4%

% > 0 100.0% 27.8% 94.4%

S&P 500 Performance Following Breadth Thrust Signal*

*breadth thrust = 10-day sum of NYSE advancing issues/10-day sum of 

NYSE declining issues > 2.0

Source: WSJ, JAG Capital Management
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Source: Bloomberg, Fed H.15, JAG Capital Management

3/31/20
6.08%

3/31/20
4.62%

3/31/20
.70%

8/19/11
8.87%

11/14/08
9.44%

3/20/20
7.12%

At >7%, the forward earnings yield for the 
S&P 500 is approaching levels last seen 
during the August 2011 “valuation low” 
for the broader market.  
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1/21/00
-2.81%

1/19/96
1.41%

3/7/03
3.18%

7/13/07
.95%

9/23/11
6.90%

12/27/13
2.98%

Source: Bloomberg, Fed H.15, JAG Capital Management

11/21/08
6.24%

12/25/09
1.67%

Average since 1990 = 1.58%

2/12/16
4.70%

10/5/18
2.42%

3/31/20
5.38%

3/20/20
6.23%

The S&P 500’s forward earnings yield is 
dramatically higher than 10yr Treasury 
yields.  The earnings yield premium is 
similar to levels last seen in 2008 and 
2011.  
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5/19/00
-4.91%

3/7/03
-.08%

5/8/09
-1.99%

8/19/11
3.68%

11/6/15
.11%

3/31/20
1.46%

Source: Bloomberg, Fed H.15, JAG Capital Management

Average since 1990 = -.78%

1/18/08
.91%

1/12/96
.40%

10/17/14
1.71%

8/20/10
2.27%

10/5/18
.57%

3/6/20
2.50%

Relative to BAA-rated bond yields, the 
S&P 500’s forward earnings yield is at a 
multi-year high.
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Source: Bloomberg, JAG Capital Management

3/23/20
2.03

10/8/18
-1.35

2/11/16
.90

6/1/12
.87

12/31/13
-1.14

12/29/08
1.10

6/14/07
-3.44

3/31/20
1.70

The S&P 500’s dividend yield is at a historic 
premium to 10yr Treasury yields – exceeding the 
premium that existed in late 2008.
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2/11/16
3.49

11/16/12
2.80

10/4/11
2.81

12/15/08
3.25

10/9/02
1.8310/30/01

1.70

Peak Zscore +3mon +6mon +12mon +18mon +36mon

10/30/2001 6.3% 10.9% -12.5% 28.6% 73.2%

10/9/2002 24.0% 40.4% 75.0% 92.2% 116.1%

12/15/2008 12.6% 65.5% 125.5% 143.4% 164.7%

10/4/2011 13.1% 22.2% 30.2% 42.4% 56.1%

11/16/2012 8.0% 14.2% 16.4% 23.4% 5.0%

CCC Returns from Peak Zscore to:

6/20/14
-.46

6/14/07
-1.47

2/8/11
-.51

3/1/17
-.45

5/28/08
-.718/2/99

-.84

9/19/18
-.76

4/1/20
3.57

Bonus chart: as shown in the table, when high-yield (CCC-rated) 
bond yield spreads widen to this extent, they may present value 
for longer-term investors. 
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JAG Capital Management, LLC’s (the “Firm”) presentation book has been prepared for informational purposes only and does
not constitute investment advice or counsel or solicitation for investment in any security. None of the information or
analyses presented are intended to form the basis for any investment decision, and no specific recommendations are
intended. This book does not constitute or form part of, and should not be construed as, any offer for sale or subscription
of, or any invitation to offer to buy or subscribe for, any securities, nor should it or any part of it form the basis of, or be
relied on in any connection with, any contract or commitment whatsoever. Any such offer or solicitation will be made only
by means of the Firm’s offer of discretionary investment management services under written contract. The Firm expressly
disclaims any and all responsibility for any direct or consequential loss or damages of any kind whatsoever arising directly
or indirectly from: (i) the use of this presentation book, (ii) reliance on any information contained herein, (iii) any error,
omission or inaccuracy in any such information or (iv) any action resulting therefrom.

Investors should seek financial advice regarding the appropriateness of investing in any securities or investment strategies
discussed or recommended in this documentation and should understand that statements regarding future prospects may
not be realized. Investors should note that income from such securities may fluctuate and that each securities’ price or
value may rise or fall. Accordingly, investors may receive back less than originally invested. The primary and secondary
benchmark information is provided on the Disclosures Page in the GIPS Compliance Statement. These indices are used for
comparison purposes only and are not meant to be indicative of a portfolio's performance, asset composition, or volatility.
The performance of the Composite may differ markedly from that of compared indices due to varying degrees of
diversification and/or other factors. Return calculations for the Composite are provided by Advent Axys and calculated by
JAG. Return calculations for all indices are provided by Advent Axys via benchmark data from FT Interactive Data.
Individuals cannot invest directly in any index. There is no guarantee that an investment with the strategy will meet its
investment objectives. ALL INVESTING INVOLVES RISK, INCLUDING THE RISK OF TOTAL LOSS. Please request a copy of
the Firm’s Full General Disclosures for more information.

JAG Capital Management takes care to ensure that the information provided is accurate and up to date. Opinions expressed
herein are subject to change without notice. All information and content in this book is furnished “as is,” without warranty
of any kind, express or implied, including but not limited to implied warranties of merchantability, fitness for a particular
purpose, or non‐infringement. The Firm will not assume any liability for any loss or damage kind, arising, whether direct or
indirect, caused by the use of any part of the information provided.

The full fee schedule for all JAG products is available upon request. It should be noted that the collection of fees produces a
compounding effect on the total rate of return net of management fees. Other than brokerage commissions, bundled/wrap
fees include investment management, portfolio monitoring, consulting services and, in some cases, custodial services.
Highest annual wrap fee used for Net of fee performance calculations may differ from fees listed in this paragraph due to
the fee schedule of the sponsoring firm. The Firm reserves the right to modify fee structures on an account by account basis
at its discretion. Portfolios are valued in accordance with GIPS® Valuation Principles.

DISCLAIMERS & NOTES
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CONTACT INFORMATION

JAMES SINDELAR
Vice President, Director of 
Business 
Development & Client Service
314.422.1728
jsindelar@jagcapm.com


