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U.S. economic data took an expected but devastating turn for the worse 
in April, with the labor market shedding more than 20 million jobs and 
the unemployment rate spiking to 14.7%, the highest level since the 
Bureau of Labor Statistics data series began in 1948. The initial estimate 
of first-quarter GDP was released at month-end and showed the U.S. 
economy contracting 4.8% quarter-over-quarter, the worst quarterly 
real GDP print since the fourth quarter of 2008. 

Despite some of the most challenging economic conditions since the  
Great Depression, risky assets generated overwhelmingly positive 
returns—particularly among global equities, which saw double-digit 
total returns in most domestic sectors. International equities also posted 
strong performance. In bonds, most major sectors experienced positive 
returns, the theme of which was magnified in below investment-grade 
credit as the Federal Reserve’s (Fed’s) announcement of the creation of a 
special purpose vehicle (SPV) to purchase corporate bonds helped tighten 
credit spreads. Performance across real assets was also generally positive 
in April, with a sharp rebound experienced in energy infrastructure.



© 2020 Fu n d Ev a lu at i o n G ro u p,  LLCPAG E 2    

F E G  R E S E A R C H  R E V I E W   |   APR I L  2020

ECONOMIC UPDATE

Labor Market Sheds 20 Million Jobs in April as Unemployment Hits Record     

As COVID-19 spread throughout the nation in April, key U.S. economic data weakened to depths not witnessed 
since the Great Depression. For example, the Bureau of Labor Statistics reported the loss of 20.5 million nonfarm 
payrolls jobs, the worst print of this data, dating back to 1939, and more than 10 times worse than the previous 
record of 1.96 million job losses experienced at the conclusion of World War II in September 1945. 

The historic increase in the number of unemployed persons and a more than 6 million person decline in the size 
of the labor force sent the headline unemployment (U-3) rate to 14.7%, from 4.4% in March, the highest reading 
since at least 1948.  

Although the employment picture appears dire, once shutdown measures begin to be lifted and business activity 
resumes in earnest, many of these jobs should presumably return.  The resumption of employment could eventually 
lead to new job readings of historic scale, but in a positive fashion, unlike the current and near-term backdrop. 

The looming restart to the economy—which cannot come soon enough for millions of struggling American 
households and small businesses—may be followed by an eventual pullback in Fed liquidity, the accommodative 
measures of which have recently included multi-trillion dollar increases in its balance sheet, as well as interest 
rates at the zero-bound. This tapering of liquidity, which at the present time appears supportive, could lead to a 
renewed increase in market volatility, potentially increasing the opportunity set for skilled active managers. 

In the interim, the U.S. economy is likely to display fits and starts, as the return to normality will first be accompanied 
by negative economic readings not witnessed in nearly 100 years, as the corporate bias ultimately shifts back to a 
“growth” versus “preservation” mindset. 

To conclude, market performance in April was strongly positive, particularly among global equities, as historically 
weak economic data was met with offsetting accommodative policy measures, both monetary and fiscal, the 
existence of which may ultimately be reined in to some degree once a new sense of normality is established. 

14.7%

0%

3%

6%

9%

12%

15%

1948 1957 1966 1975 1984 1993 2002 2011 2020

Un
em

pl
oy

m
en

t R
at

e 
(U

-3
)

Data sources: BLS, NBER, Bloomberg, L.P.;  Data as of April 2020

U.S. Unemployment Rate & Business Cycles

NBER Recessions U-3 UER

Data sources: Bloomberg, L.P., BLS, NBER

U N E M P L O Y M E N T  J U M P S  T O  H I G H E S T  L E V E L S  S I N C E  W W I I
U. S .  U n e m p l o y m e n t  R a t e  a n d  B u s i n e s s  Cy c l e s



© 2020 Fu n d Ev a lu at i o n G ro u p,  LLCPAG E 3    

F E G  R E S E A R C H  R E V I E W   |   APR I L  2020

-50%

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

50%

S&P 500
Index

MSCI EAFE
Index

MSCI
Emerging

Mkts Index

Blmbrg
Barclays
U.S. Agg

Index

Blmbrg
Barclays
HY Index

FTSE
NAREIT All

Equity
Index

Alerian
MLP Index

Blmbrg
Cmdty
Index

HFRI Fund
Wtd

Comp.
Index

HFRI Fund
of Fund
Index

Month 12.8% 6.5% 9.2% 1.8% 4.5% 8.8% 49.6% -1.5% 4.8% 2.7%
1 Yr 0.9% -11.3% -12.0% 10.8% -4.1% -8.3% -40.8% -23.2% -3.4% -3.4%
5 Yrs Annualized 9.1% -0.2% -0.1% 3.8% 3.4% 4.8% -15.0% -9.1% 1.5% 0.6%

Month 1 Yr 5 Yrs Annualized

MARKET RETURNS
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GLOBAL EQUITY
• The market displayed a bear market rally in 

April, after market fear peaked in March as 
measured by the CBOE Volatility Index (VIX). 
Thus far the bear market rally has been the 
best in history, in terms of both magnitude 
and duration, with the S&P 500 recovering 
close to 60% of the first quarter’s losses. 

• The VIX peaked on March 16, above 
the Global Financial Crisis peak of 80.9, 
and significantly dropped through April. 
Although the VIX’s decline signals improved 
investor sentiment, the implied volatility 
measured by the VIX remains elevated, 
illustrating the persistence of market stress.

• Trillions of dollars of government stimulus 
fueled the market rebound in April, despite 
poor economic data. Additionally, markets 
rallied as new COVID-19 cases began to fall 
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U. S.  St yle Returns (APRIL 2020)

and governments put plans into motion to 
reopen their economies. 

• Broad themes for the month included the 
U.S. market outperforming international 
and emerging markets, emerging markets 
outperforming international developed 
markets, growth continuing to outperform 
value, and small cap stocks rebounding to 
outperform large cap stocks.

• The S&P 500 Index recovered approximately 
60% of its decline with April's rally amid 
comments from government officials that 
showed eagerness to end the lock-down and 
restart the economy. The rally was the U.S. 
equity market's best monthly performance 
since 1987 and third largest monthly rise 
since World War II.

• Emerging markets' outperformance versus 
international developed markets was 
due in part to a number of central banks 
cutting rates to support their economies. 
Additionally, certain Asian economies, like 
China's, gradually reopened throughout 
April and as a result, there was a general 
recovery in production and retail sales 
within the region.

FIXED INCOME
• After announcing unprecedented policies 

with record speed in March, the Fed made 
headlines once again on April 9 as they 
announced an expansion of the lending 
programs in place to support fixed income 
markets to include eligible below investment-
grade exchange traded funds (ETFs) and 
fallen angels. At the April 29-30 meeting, the 
Fed chose to keep rates unchanged, pledging 
to remain accommodative and support the 
economy through a recovery. 

• April saw 30-year mortgage rates hit record 
lows, although they have not declined at the 
same pace as Treasury yields, due in part to 
the influences of loan servicing costs and 
supply constraints.

• In a reversal from the prior month, credit 
markets rebounded sharply in April, resulting 
in the Bloomberg Barclays Corporate Index 
posting its best month of performance  
since 2008. 
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• Despite the strong performance witnessed 
by credit, fixed income markets remained 
bifurcated over the month, with segments 
either implicitly or explicitly supported by 
the Fed outperforming segments of the 
market not currently being supported. 
Investment-grade corporate securities led 
other segments of the market, followed by 
high yield, while loans and securitized credit 
continued to lag the broader market. 

• Within investment-grade, lower quality 
bonds outperformed their higher quality 
peers for the month, with the opposite 
being true for below investment-grade 
(high yield) bonds, as CCC-rated bonds 
significantly underperformed. Longer-
duration securities generally outperformed 
their lower duration peers. 

• Despite record low oil prices, high yield 
spreads tightened during the month, led by 
a rebound in the energy sector. High yield 
spreads remained above their historical 
averages at April’s end. 

•  The pickup in new issuance of investment-
grade bonds that began in March continued, 
resulting in the issuance of over $260 billion 
of investment-grade corporate bonds in 
April. This exceeds issuance in March 2020, 
making April 2020 the single largest month 
of investment-grade bond issuance on 
record. 

REAL ASSETS
R E A L E S TAT E
• Stay-at-home orders and the broad 

suspension of economic activity due to 
COVID-19 significantly impacted nearly all 
areas of the REIT market. 

• Retail and lodging have been most affected 
by COVID-19 thus far, with nearly all travel 
suspended and over 70,000 national retail 
stores temporarily closed. This comes on the 
back of sluggish performance through 2019 
for both sectors. The expectation of many 
investors is that many tenants may require 
lease payment deferrals or forgiveness to 
weather the impact of the virus.
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• Data Centers was the only sector with 
positive YTD performance at the end 
of the month due to its more defensive 
characteristics in the face of this pandemic. 
Data centers and cell tower REITs stand to 
benefit from an accelerated adoption of 
online education and virtual meetings due 
to COVID-19. 

• U.S. REITs have underperformed the 
broader market YTD 2020, with shutdowns 
creating challenges for landlords and 
negatively impacting cash flows across a 
wide variety of property types.

N AT U R A L R E S O U RC E S
• Crude oil experienced significant volatility 

over the month of April, as OPEC and its 
allies agreed to cut production by 9.7MM 
bbl/day. However, gains were limited by  
concerns that the cuts would not be 
sufficient to prevent oversupply as demand 
remains muted. Crude oil prices declined 
during the month of April, closing below 
$20/bbl for the one-month contract.

• Crude oil prices closed in negative territory 
for the first time in recorded history, at 
$-37.63/bbl on April 20, before rebounding 
to close out the month. YTD as of the end 
of April, crude is down 68.6%. Crude had 
rebounded by early May, however, settling 
in the low-to-mid $20 range.

• Negative oil prices in late April were the 
result of a convergence of the financial oil 
markets and the physical oil markets when 
the May contract approached expiration. 
Unable to take the physical delivery of oil, 
traders were forced to pay buyers to take 
their barrels. 

• Global crude demand has been largely 
impacted by COVID-19, with the U.S. 
Energy Information Administration revising 
their demand forecast down 5.2% in 2020. 
According to some estimates, about 40% 
of the world’s population was advised to 
stay home in April to limit the spread of 
COVID-19. The high level of volatility in the 
markets presents considerable challenges 
in forecasting both oil prices and global oil 
consumption levels in the near future. 

• The entire futures strip for crude has fallen, 
with expectations that crude will remain 
under $32/BBL through the next 12 months.
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• Natural gas closed the month at $1.95/
MMBtu for a one-month contract, up 18% 
from March. This increase can be attributed 
to lower associated gas production, which 
typically accompanies oil production.

• Commodity prices, as measured by the 
Bloomberg Commodity Index (BCOM), 
ended the quarter up 17.5%, mostly 
attributable to the increase in energy prices.

MASTER LIMITED PARTNERSHIPS (MLPs)
• MLPs, as measured by the Alerian MLP Total 

Return Index, returned 48.3% in April—the 
strongest performing month on record—
buoyed by the initial round of positive MLP 
earnings and a large round of distribution 
ex-dates. 

• The index’s weak YTD performance is due 
predominately to the decline in oil prices, 
with MLPs trading largely in line with crude 
oil during the first quarter.

• The current yield on MLPs stood at 12.2% as 
of the end of April. 

DIVERSIFYING STRATEGIES
• Hedge funds recovered dramatically from 

their March lows in April, reporting their 
largest monthly gain in over 10 years.

• Event-driven strategies rebounded in April, 
recovering from steep declines as both 
credit and equity markets rallied with 
increasing optimism around the re-opening 
of global economies.

• Trend following profited from downtrends 
in energy, as crude oil prices declined on 
global demand concerns and worries about 
limited storage capacity. Trend following 
also saw gains as volatility in the broader 
market stayed high, coming from precious 
metals and commodity exposures on both 
the long and short side.
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INDICES

The Alerian MLP Index is a composite of the 50 most prominent energy Master Limited Partnerships that provides investors with an unbiased, 
comprehensive benchmark for this emerging asset class. 

Barclays Capital Fixed Income Indices is an index family comprised of the Barclays Capital Aggregate Index, Government/Corporate Bond Index, 
Mortgage-Backed Securities Index, and Asset-Backed Securities Index, Municipal Index, High-Yield Index, and others designed to represent the 
broad fixed income markets and sectors within constraints of maturity and minimum outstanding par value. See https://ecommerce.barcap.com/
indices/index.dxml for more information. 

The CBOE Volatility Index (VIX) is an up-to-the-minute market estimate of expected volatility that is calculated by using real-time S&P 500 Index 
option bid/ask quotes. The Index uses nearby and second nearby options with at least 8 days left to expiration and then weights them to yield a 
constant, 30-day measure of the expected volatility of the S&P 500 Index. FTSE Real Estate Indices (NAREIT Index and EPRA/NAREIT Index) includes 
only those companies that meet minimum size, liquidity and free float criteria as set forth by FTSE and is meant as a broad representation of 
publicly traded real estate securities. Relevant real estate activities are defined as the ownership, disposure, and development of income-producing 
real estate. See www.ftse.com/Indices for more information. 

HFRI Monthly Indices (HFRI) are equally weighted performance indexes, compiled by Hedge Fund Research Inc. (HFX), and are used by numerous 
hedge fund managers as a benchmark for their own hedge funds. The HFRI are broken down into 37 different categories by strategy, including the 
HFRI Fund Weighted Composite, which accounts for over 2000 funds listed on the internal HFR Database. The HFRI Fund of Funds Composite Index 
is an equal weighted, net of fee, index composed of approximately 800 fund- of- funds which report to HFR. See www.hedgefundresearch.com for 
more information on index construction. 

J.P. Morgan’s Global Index Research group produces proprietary index products that track emerging markets, government debt, and corporate 
debt asset classes. Some of these indices include the JPMorgan Emerging Market Bond Plus Index, JPMorgan Emerging Market Local Plus Index, 
JPMorgan Global Bond Non-U.S. Index and JPMorgan Global Bond Non-U.S. Index. See www.jpmorgan.com for more information. 

Merrill Lynch high yield indices measure the performance of securities that pay interest in cash and have a credit rating of below investment grade. 
Merrill Lynch uses a composite of Fitch Ratings, Moody’s and Standard and Poor’s credit ratings in selecting bonds for these indices. These ratings 
measure the risk that the bond issuer will fail to pay interest or to repay principal in full. See www.ml.com for more information.

Morgan Stanley Capital International – MSCI is a series of indices constructed by Morgan Stanley to help institutional investors benchmark their 
returns. There are a wide range of indices created by Morgan Stanley covering a multitude of developed and emerging economies and economic 
sectors. See www.morganstanley.com for more information. 

The FTSE Nareit All Equity REITs Index is a free-float adjusted, market capitalization-weighted index of U.S. equity REITs.

Russell Investments rank U.S. common stocks from largest to smallest market capitalization at each annual reconstitution period (May 31). The 
primary Russell Indices are defined as follows: 1) the top 3,000 stocks become the Russell 3000 Index, 2) the largest 1,000 stocks become the 
Russell 1000 Index, 3) the smallest 800 stocks in the Russell 1000 Index become the Russell Midcap index, 4) the next 2,000 stocks become the 
Russell 2000 Index, 5) the smallest 1,000 in the Russell 2000 Index plus the next smallest 1,000 comprise the Russell Microcap Index, and 6) U.S. 
Equity REITS comprise the FTSE Nareit All Equity REIT Index. See www.russell.com for more information.

S&P 500 Index consists of 500 stocks chosen for market size, liquidity and industry group representation, among other factors by the S&P Index 
Committee, which is a team of analysts and economists at Standard and Poor’s. The S&P 500 is a market-value weighted index, which means each 
stock’s weight in the index is proportionate to its market value and is designed to be a leading indicator of U.S. equities, and meant to reflect the 
risk/return characteristics of the large cap universe. See www.standardandpoors.com for more information. 

Information on any indices mentioned can be obtained either through your consultant or by written request to information@feg.com

DISCLOSURES

This report was prepared by FEG (also known as Fund Evaluation Group, LLC), a federally registered investment adviser under the Investment 
Advisers Act of 1940, as amended, providing non-discretionary and discretionary investment advice to its clients on an individual basis. Registration 
as an investment adviser does not imply a certain level of skill or training. The oral and written communications of an adviser provide you with 
information about which you determine to hire or retain an adviser. Fund Evaluation Group, LLC, Form ADV Part 2A & 2B can be obtained by written 
request directly to: Fund Evaluation Group, LLC, 201 East Fifth Street, Suite 1600, Cincinnati, OH 45202, Attention: Compliance Department.

The information herein was obtained from various sources. FEG does not guarantee the accuracy or completeness of such information provided by 
third parties. The information in this report is given as of the date indicated and believed to be reliable. FEG assumes no obligation to update this 
information, or to advise on further developments relating to it. FEG, its affiliates, directors, officers, employees, employee benefit programs and 
client accounts may have a long position in any securities of issuers discussed in this report. 

Index performance results do not represent any managed portfolio returns. An investor cannot invest directly in a presented index, as an 
investment vehicle replicating an index would be required. An index does not charge management fees or brokerage expenses, and no such fees or 
expenses were deducted from the performance shown. 

Neither the information nor any opinion expressed in this report constitutes an offer, or an invitation to make an offer, to buy or sell any securities. 

Any return expectations provided are not intended as, and must not be regarded as, a representation, warranty or predication that the investment 
will achieve any particular rate of return over any particular time period or that investors will not incur losses. 

Past performance is not indicative of future results.

Investments in private funds are speculative, involve a high degree of risk, and are designed for sophisticated investors. 

All data is as of April 30, 2020 unless otherwise noted.
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The CFA designation is a professional certification issued by the CFA Institute to qualified financial analysts who: (i) have a bachelor’s degree and four years of 
professional experience involving investment decision making or four years of qualified work experience[full time, but not necessarily investment related]; (ii) 
complete a self-study program (250 hours of study for each of the three levels); (iii) successfully complete a series of three six-hour exams; and (iv) pledge to adhere 
to the CFA Institute Code of Ethics and Standards of Professional Conduct.
The Chartered Alternative Investment Analyst Association® is an independent, not-for-profit global organization committed to education and professionalism in the 
field of alternative investments. Founded in 2002, the CAIA Association is the sponsoring body for the CAIA designation. Recognized globally, the designation certifies 
one’s mastery of the concepts, tools and practices essential for understanding alternative investments and promotes adherence to high standards of professional 
conduct.
Research and Investments Team as of date of publication.

RESEARCH AND INVESTMENTS TEAM
LILLIAN B. AMBROSIUS 
Research Analyst 
Responsive Investing

CHERYL A. BARKER 
Vice President 
Research 

NOLAN M. BEAN, CFA, CAIA 
Managing Principal 
Head of Institutional Investments

KEITH M. BERLIN 
Senior Vice President 
Director of Global Fixed Income and Credit

PATRICK BONNELL 
Research Analyst 
Global Fixed Income and Credit

CHRISTIAN S. BUSKEN 
Senior Vice President 
Director of Real Assets

KEVIN J. CONROY, CFA, CAIA 
Vice President 
Hedged Strategies

GREGORY M. DOWLING, CFA, CAIA 
Managing Principal 
Chief Investment Officer,  
Head of Research

SUSAN MAHAN FASIG, CFA 
Managing Principal 
Portfolio Manager, Private Investments

ANTHONY L. FESTA, CFA 
Managing Principal 
Head of Portfolio Strategy

MICHAEL B. FRANKE, CFA, CAIA 
Senior Research Analyst 
Hedged Strategies 

ANANYA HANDA 
Senior Research Analyst 
Global Fixed Income and Credit

EMILY C. HOGYA  
Senior Portfolio Analyst 
Portfolio Management

BRIAN A. HOOPER, CFA 
Senior Vice President 
Global Equities

GREGORY D. HOUSER, CFA, CAIA 
Director 
Research

MARK A. KOENIG, CFA 
Senior Vice President 
Director of Quantitative Analysis

J. ALAN LENAHAN, CFA, CAIA 
Managing Principal 
Chief Investment Officer,  
Head of Portfolio Management

CHARLIE W. LUECKE 
Senior Research Analyst 
Private Equity

LAUREN M. MAYERNIK 
Senior Research Analyst 
Private Equity

SEAN P. McCHESNEY 
Vice President 
Hedged Strategies

MICHAEL J. O'CONNOR, CFA, CAIA 
Vice President 
Assistant Portfolio Manager,  
Public Investments

D. TAYLOR SIMPSON 
Senior Research Analyst 
Real Assets

BENJAMIN C. SULLIVAN 
Senior Research Analyst 
Global Equities

G. SCOTT TABOR, CAIA 
Senior Vice President 
Private Capital

STEVEN G. THIEME, CFA, CAIA 
Senior Research Analyst 
Hedged Equity

DANIEL I. TIRPACK, J.D. 
Senior Research Analyst 
Real Assets

NATHAN C. WERNER, CFA, CAIA 
Senior Vice President 
Director of Private Equity
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