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As we head into the second quarter of 2021 , it is hard not to marvel at the 
sheer magnitude and breadth of the S&P 500's advance since the depths of 
the global pandemic last year. From March 23, 2020 through April 9, 2021 , 
the S&P 500 has advanced 87.8%. (Figure 1)1 

Not only has the upward move been staggering, but the overall breadth of 
stock participation has been almost unprecedented. As of April yth, 2021, 
96% of S&P 500 stocks are trading above their 200-day moving average 
- that is the highest percentage since October of 2009! (Figure 2)2 

There's always a Wall of Worry 

Before we get into where markets go from here over the 
short term, I want to address a very important 
consideration: investor behavior. If I had the pleasure of 
going back in time and sitting down with you on New Year's 
Eve 2019, I'd tell you that in 2020 we would: 

Historical References: 
1 . 2nd Years of Bull Markets 
2. Returns Post Best 12-Month Periods 
3. Returns Post US Manufacturing PMI Highs 

Learn more: Join our next "Making Sense" 
Webinar on April 29th at 12:00 EST. Register 
Here! 
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•  Start the year incessantly discussing trade wars that 
would significantly threaten the global growth outlook, 

•  Experience a global pandemic that would shutter world 
economies and send 165 countries around the world 
into recession - including the US. It would be the worst 
US recession in over 70 years, 3rd worst of all time, A 3

o  Additionally, you would be forced to work out of your 
home for more than a year, wash your groceries, 
and wear not one, but two masks, 

•  See a bull market that was already running 
6 years longer than the average bull 
market, and finally 2 

•  Witness the most contentious presidential 
election in decades. 

https://firstcitizens.webex.com/firstcitizens/onstage/g.php?MTID=e4c905a7b5f6a1365253b7ad8d74c45fd
www.FirstCitizens.com


 

 

Chances are after hearing all of that, you'd be quite reluctant to keep your money in the market, let alone put more of your money 
in. And while it is certainly natural for you to worry about your investment portfolio and hard-earned money, it's another to act 
on those fears or concerns. Rather, please make sure to fall back on your comprehensive financial plan and sound investment 
guidance. 

So, where do markets go from here over the short term? Despite the incredible run on markets since the pandemic bottom 
back on March 23, 2020, we believe that the answer is likely higher. Outside of the 2 fundamental market catalysts we 
highlighted in our 2021 Market Outlook - namely unprecedented monetary and fiscal policy stimulus and the TINA trade (There 
Is No Alternative), there are three historical reasons why stocks might go higher from here. 

1.  The 2nd years of new bull markets have historically demonstrated an impressive track record. 
Back on March 24th of this year, we officially entered the 2nd year of this new bull market. The first year we know was astounding, 
but what should we expect in year two? Looking back at 70 years of market history (all bear market lows post 1950), year two 
of each bull market experienced:2 

S&P Performance 1st & 2nd Year Following Bear Market Low 

Bear Market Low 1st Year Off Low Znd Year Off Low 2nd Year Max Drawdown 

10/22/1957 31.0% 9.7% -9.2% 

6/26/1962 32.7% 17.4% -6.5% 

10/7/1966 32.9% 6.6% -10.0% 

5/26/1970 43.7% 11.1% -1 1.0% 

10/3/1974 38.0% 21.2% -5.1% 

8/12/1982 58.3% 2.0% -14.7% 

12/4/ 1987 21.4% 29.3% -9.2% 

10/ 11/ 1990 29.1% 5.6% -6.8% 

10/9/2002 :B.7% 8.0% -8.8% 

3/9/2009 68.6% 15.7% -17.1 % 

:l/2:l/2020 74.9% ? ? 

Average 42.2°1; 17 .7 % -9.8% C ) 

Figure 3 
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•  A positive outcome 100% of historical observations 
•  An average market return of+ 12.7%, but 
•  High degrees of intra-period volatility or market drawdown, with an average drawdown of -9.8% 

https://www.firstcitizens.com/content/dam/firstcitizens/pdfs/wealth/market-outlook/2020/greener-pastures-ahead.pdf


 

 

2.  Returns post "best" 12-month periods. 
As I stated above, the first year of this new bull market was astounding, but how astounding was it? Well, the 12-month period 
from March 23rd rd , 2020 through March 23 2021 was the best 12-month period for the S&P 500 in 75 years!2 Looking back
at the top 10 best 12-month periods throughout history, what can we glean?

 
2 

The subsequent average 12-month return for the S&P 500 was + 12%, 
Investors experienced a positive outcome 90% of the time 12-months forward, and 

Translating the above points to today, that would mean we could see heightened market volatility and drawdowns through 
the end of September 2021, then a sharper move up from the end of September 2021 through the end of March 2022 if the 
historical pattern were to perfectly repeat itself. 

S&P Forward Performance Following Best 250-Day % Changes 

.lla1i: 2SIHlay 0t~ Cbaai:1: +65-Pays +125-Pays +2Sll-Pays 
1 . 3/5/2010 68.3% -6.7% -5.1% 14.9% 

2 . 7/26/1983 59.1% -2.9% -3.2% -12.2% 

3. 4/8/1998 49.3% 5.8% -10.6% 20.4% 

4 . 7/24/1997 49.0% 0.1% 2.4% 23.8% 

5 . 5/20/1971 46.2% -1.9% -8.5% 5.5% 

6 . 1/3/1955 46.2% 0.9% 11.6% 22.9% 

7 . 8/26/1955 44.1% 5.9% 5.3% 11.7% 

8 . 3/8/2004 43.3% -1.4% -2.9% 6.5% 

9 . 8/27/1999 40.8% 3.0% -1.1% 11.7% 

10. 6/14/1950 40.1% 1.6% 3.6% 15.1% 

3/23/2020 74.9% ? ? ? 

Average 0.4% -0.8% 12.0% 

% Positive 60.0% 40.0% 90.0% 

Historical Average 2.3% 4.4% 8.8% 

Historical % Positive 66.2% 70.1% 74.0% 

Figure 4 '--. V / 
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A grind for 6 months, then resume higher? 

•  
•  
•  Experienced a higher degree of market volatility and drawdown in the first 3 and 6 months post 12-month high 

(shaded areas of Figure 4) 
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3.  Market returns post US Manufacturing PMI highs 
Now that the economic recovery in the US is solidly underway and is returning to a more normal state of operations, coupled with 
the U.S. vaccination roll-out gaining more steam, the U.S. Manufacturing PMI recently surged to a multi-decade high reading 
of 64.7. The rapid shift in activity from the pandemic's low, to a more active economy now begs the question - what does it 
mean for financial assets if the Manufacturing PMI is near its peak and begins to move lower? Historically, in the seven 
observations of the US Manufacturing PMI rolling over since 1990 (Figure 5), 2 cyclical sectors on average led the charge as the 
Manufacturing PMI accelerated to its peak level. However, as the PMI rolls over, the equity sector leadership begins to shift, with 
the defensive sectors of Utilities, Healthcare, and Staples outperforming their peers on average 3, 6, and 12 months later. More 
broadly, the S&P 500 has experienced a positive average return of 4.2% and 8.6%, 6 and 12 months post peak US PMI 
(Figure 6).2 

1 

Average Sector Performance Before & After Peak U.S. PMI 
Sector -12Mos -6Mos -3Mos +3Mos +6Mos +12Mos 

(Sorted) 
Utilities 5.1% 0.4% -1.0% 6,00(, 12.9% 22.8% 
Health Care 19.9% 12.2% 7.4% 1.2% 8.2% 20.3 % 
Staples 13.0% 7.7% 3.3% -1.7% 3.4% 12.1% 
Real Estate 18.3% 7.4% 1.6% 6.2°(, 8.6% 11.0% 
Teclm ology 43.2% 20.7% 12.4% 2.1 % 6.3 % 10.5% 
Discretionary 20.9% 11.8% 6.5% -0.2% 5.5% 9.5% 
Financials 22.7% 12.4% 7.2% -3.0% 1.0% 8.9% 
S&P500 22.9% 12.9% 6.8% 0.0% 4.2% 8.6% 
Telecom 14.5% 8.7% 4.0% 1.3% 5.5% 8.5% 
Industrials 23.3% 12.2% 5.7% -0.5% 4.8% 8.2% 
Energy 22.6% 17.9% 6.8% -1.0% 2.9% 3.5% 
Materials 23.5% 11.7% 4.7% -4.3% -0.8% -4.8 % 

Figure 6 
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Figure 5 



 

Since we're talking about stock returns, what about the return for bonds? Looking at the seven observations of the US 
Manufacturing PMI rolling over since 1990, treasuries have historically rallied, not fallen in both the 3 and 12 months 
following the peaks. (Figure 7) While this is broadly consistent with the more defensive-oriented positioning that equity investors 
have taken historically, it will be interesting to see if the rapid move up in rates we've seen from the US 10-year Treasury's low 
of 0.51 % back on August 41h, 2020 to the current high of 1.7 4% seen on March 31 s1, 2021 resumes, as the tidal wave of US 
economic momentum continues to wash over markets. 
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Figure 7 

What about commodities and currencies? Bottom line is that commodities have historically softened, and the US dollar has 
risen post peak US Manufacturing. (Figure 8) This U.S. dollar rally may have legs if history repeats itself as, on average, the U.S. 
dollar index is up 5% in the 12 months following the peak in the manufacturing PMI. On the commodities side of the equation, 
Gold, Oil, & Copper are all negative in the 12-months following the peak.12 

Major Commodity & Currency Average Market 
Performance Before & After Peak U.S. PMI 

Conuuodity/Currency -12Mos -6Mos -3M os +3Mos +6Mos +12Mos 
(Sorted 

Go ld Spo t 2.9% 1.9% 2.4% -0.4% 2.6% -0.7% 
Cru.de Oil 26.5% 18.2% 3.8% 2.7% -0.7% -1.4% 
S&PGSCI 15.9% 13.2% 4.1% 1 .1% -0.9% -1.5% 
Bloom berg Commodity 11.2% 9.3% 1.4% -0.4% -1.9% -6.3% 
Copper 30.3% 20.0% 3.5% -3.7% -6.6% -7.7% 

Japanese Yen per U.S. Dollar -4 .. 4 % -3.7% -2.9% 3.7% 0.6% 7.6% 
United States Dollar Index -0.9% -1.1 % -0.5% 1 .4% 1.7% 5.1% 
British Pounds per U .S. Dollar -6.2% -3.7% -1.4% 1.7% 2.5% 4.3% 
U.S. Dollar per Euro 0.8 % 0.7% -0.2% -1.5% -2.0% -5.3% 

Figure 8 
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1 Bloomberg, Bloomberg data 
2 Strategas Research Partners 
3 Deutsche Bank 
4 JP Morgan Guide to the Markets 12/31 /2020 
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