
Domestic Equities

The stock market has surged off its March 23 low with the S&P 1500 Index gaining 30.6% through 
April 30.  The table shows returns for various indexes for the same period to see what themes 
might be occurring.  First, it is a global move with international stocks participating, although 
the broad domestic indexes are beating their international counterparts.  In the domestic 
market, there is not much difference between small-cap, large cap, value or growth stocks.  
Those four groups are all right around the 30% level and indicate there is broad participation 
in this market advance.  The three best sectors have been Energy, Materials and Consumer 
Discretionary.  Energy is a complete reversal as it was the worst sector during the crash, down 
56.3% from February 19, 2020 through March 23, 2020. Given the cyclical nature of the leading 
sectors, it appears the market priced in the impending recession in March and is now repricing 
in anticipation of a recovery in six to nine months.  Consumer Staples, a so-called recession 
proof, defensive sector, was the worst performing sector.  It is a sector comprised of food 
related industries and household products, personal products and retail drugs to name a few.      

In the April Portfolio Update we wrote, “As for the stock market, we believe a bottom is forming… 
We do not know the exact day of the bottom, but we expect it to be before we see the worst 
of the news regarding the virus and the economy. This would be consistent with the market’s 
reputation of leading the economy by six to nine months.”  We believe the index performance 
in the table is consistent with the possibility that investors are looking ahead to an economic 
recovery in the fourth quarter of 2020.

Energy was the worst sector over the eleven year bull market and the recent crash, but has led the current rebound.  We have not bought into energy 
during its five week surge.  We can find value in energy stocks, but as opposed to other sectors, they have the added risk of being affected by the 
volatile price of oil.  We expect the stock market to move higher over the next year and we can find good value in many other sectors. For the time 
being, we believe we can participate in the market advance without adding in the additional risk of the variability of the price of oil.  

Bonds

When the stock market crashed in March, the corporate bond market had its own version of a crash.  In mid-March yields of all qualities of corporate 
bonds shot up as investors priced in concerns about defaults and bankruptcies.  Similar to the equity market, the corporate bond market has, in 
general, rebounded with higher quality bonds leading the way.    

Although the yield on the 10 year Treasury note got near .80% for a few days, it spent most of April hovering near .60%.  Over the long run that seems 
too low to us, but in the current setting, jittery investors seem content with such a yield.

Summary

We expect the broad market to move higher over the next year, but at the same time we expect the economic news and data to worsen for a quarter 
or two.  This view is not based on some economic insight, but more on the historical relationship of stock prices leading the economy.  

We recently issued two brief, non-technical papers to advisors; “Mr. Market” and “Rallies Don’t Feel Like Rallies”.  Please feel free call in and request 
copies.  In the second one, we show that during rallies the broad market goes down over 40% of the trading days, meaning in a typical week the 
market goes down two out of the five days.  If the market moves higher as we expect and if it is similar to previous advances, we are in for a three 
steps forward, two steps back ride.  It might not be fun and may not feel like a rally, but should nevertheless prove rewarding.

As a final administrative note, regulation of the mutual fund industry requires Disaster Recovery Preparedness. ICON has been required to test 
and prove its ability to work remotely in case we are unable to get to and/or work out of our headquarters.  Being compliant, we have been fully 
functional and have not missed a beat with Colorado’s Stay-at-Home order, especially on investment management.  We run our valuation system, 
which does not require face to face debates or meetings.  Please stay safe.               
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Index Retruns,
3/23/20 - 4/30/20

MSCI ACWI ex US 23.8%

MSCI Emerging Markets 22.3%

S&P 500 Index (large-cap) 30.4%

S&P Small-Cap 600 Index 29.7%

S&P 500 Growth Index 31.0%

S&P 500 Value Index 29.5%

Energy 60.1%

Materials 35.5%

Consumer Discretionary 34.8%

Consumer Staples 19.7%

The data quoted represents past performance, 
which is no guarantee of future results. 
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The data quoted represents past performance, which is no guarantee of future results. Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and 
portfolio composition and holdings, are all subject to change at any time, based on market and other conditions, and should not be construed as a recommendation of any specific security, 
industry, or sector.

Investing in securities involves inherent risks, including the risk that you can lose the value of your investment. An investment concentrated in sectors and industries may involve greater risk 
and volatility than a more diversified investment. Investments in international securities may entail unique risks, including political, market, regulatory and currency risks. In general, there is 
less governmental supervision of foreign stock exchanges and securities brokers and issuers. Investing in fixed income securities such as bonds involves interest rate risk. When interest rates 
rise, the value of fixed income securities generally decreases.

ICON’s value-based investing model is an analytical, quantitative approach to investing that employs various factors, including projected earnings growth estimates and bond yields, in an effort 
to determine whether securities are over- or underpriced relative to ICON’s estimates of their intrinsic value. ICON’s value approach involves forward-looking statements and assumptions 
based on judgments and projections that are neither predictive nor guarantees of future results. Value readings are contingent on several variables including, without limitation, earnings, 
growth estimates, interest rates and overall market conditions. Although valuation readings serve as guidelines for our investment decisions, we retain the discretion to buy and sell securities 
that fall beyond these guidelines as needed. Value investing involves risks and uncertainties and does not guarantee better performance or lower costs than other investment methodologies.

ICON’s value-to-price ratio is a ratio of the intrinsic value, as calculated using ICON’s proprietary valuation methodology, of a broad range of domestic and international securities within ICON’s 
system as compared to the current market price of those securities. According to our methodology, a V/P reading of 1.00 indicates stocks are priced at intrinsic value. We believe stocks with 
a V/P reading below 1.00 are overvalued while stocks with a V/P reading above 1.00 are undervalued. For example, we interpret a V/P reading of 1.15 to mean that for every $1.00 of market 
value, there is $1.15 of intrinsic value which has not yet been realized in the market price.

The unmanaged Standard & Poor’s Composite 1500 (S&P 1500) Index is a broad-based capitalization-weighted index comprising 1,500 stocks of Large-cap, Mid-cap, and Small-cap U.S. 
companies. The unmanaged Standard & Poor’s (S&P) SmallCap 600 Index is an unmanaged index of 600 domestic stocks chosen for their market capitalization, liquidity, financial viability, and 
sector representation.  The unmanaged Standard & Poor’s (S&P) 500 Index is a market value-weighted index of large-cap common stocks considered representative of the broad market. The 
Standard and Poor’s (S&P) 1500 Consumer Discretionary Index is an unmanaged capitalization-weighted index comprising companies in the Consumer Discretionary sector as determined 
by S&P. Total returns for the unmanaged index include the reinvestment of dividends and capital gain distributions beginning on January 1, 2002.  Index returns with reinvested dividends 
and distributions are unavailable prior to that date. The Standard and Poor’s (S&P) 1500 Consumer Staples Index is an unmanaged capitalization-weighted index comprising companies 
in the Consumer Staples sector as determined by S&P.  The Standard and Poor’s (S&P) 1500 Energy Index is an unmanaged capitalization-weighted index comprising companies in the 
Energy sector as determined by S&P.  The Standard and Poor’s (S&P) 1500 Materials Index is an unmanaged capitalization-weighted index comprising companies in the Materials sector as 
determined by S&P.  S&P 500 Growth index measures growth stocks using three factors: sales growth, the ratio of earnings change to price, and momentum.  S&P Style Indices divide the 
complete market capitalization of each parent index into growth and value segments.  Constituents are drawn from the S&P 500®. S&P 500 Value index measures value stocks using three 
factors: the ratios of book value, earnings, and sales to price.  S&P Style Indices divide the complete market capitalization of each parent index into growth and value segments.  Constituents 
are drawn from the S&P 500®. Total return figures for the unmanaged sector indexes do include the reinvestment of dividends and capital gain distributions but do not reflect the costs of 
managing a mutual fund.  The Morgan Stanley Capital International (MSCI) All Country World Index ex-United States (ACWI ex-U.S.) is a leading unmanaged benchmark of international stock 
performance. The capitalization-weighted index is representative of the performance of securities of companies located in developed and emerging markets outside of the United States.  The 
Morgan Stanley Capital International (MSCI) Emerging Markets Index is a free float‐adjusted market capitalization index that is designed to measure equity market performance of emerging 
markets. As of June 2, 2014, the MSCI Emerging Markets Index consisted of the following 23 emerging market country indexes: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece, 
Hungary, India, Indonesia, Korea, Malaysia, Mexico, Peru, Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand, Turkey and United Arab Emirates.

The 10-year yield is the benchmark 10-year yield to maturity reflected by the current issue 10-year U.S. Treasury note.
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