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Major US Indices Price % Performance 

Sector 1M YTD 6M 12M 

DJ Industrial Average 22.4 -19.6 -12.4 -11.4 

DJ Transportation 14.7 -28.7 -27.0 -28.6 

DJ Utilities 24.5 -12.6 -7.9 4.3 

NASDAQ 100 23.9 -5.7 10.0 12.3 

NASDAQ Composite 23.5 -9.5 4.8 6.0 

Russell 1000 21.8 -16.4 -7.2 -4.7 

Russell 1000 Growth 23.8 -10.1 3.4 6.3 

Russell 1000 Value 19.2 -23.3 -18.0 -15.9 

Russell 2000 18.5 -28.7 -22.5 -23.0 

S&P 500 21.4 -15.7 -6.6 -3.7 

S&P 500 Growth 23.2 -10.6 1.3 3.2 

S&P 500 Value 19.2 -21.7 -15.3 -11.7 

S&P Mid Cap 400 20.2 -27.4 -22.3 -22.3 

S&P Small Cap 600 15.6 -32.1 -27.3 -27.0 

Source: BMO Capital Markets Investment Strategy, FactSet. 

Performance figures reflect close prices as of 4/22/20 
 
 
 

S&P 500 GICS Sector Price % Performance 

Sector 1M YTD 6M 12M 

Communication Services 17.0 -15.4 -4.7 -3.2 

Consumer Discretionary 27.4 -9.6 -5.3 -3.8 

Consumer Staples 16.6 -8.7 -3.8 2.8 

Energy 32.1 -41.3 -41.0 -49.5 

Financials 14.3 -30.2 -24.2 -21.0 

Health Care 25.1 -6.0 7.9 15.3 

Industrials 18.7 -26.8 -22.1 -22.1 

Information Technology 22.8 -10.2 8.6 12.3 

Materials 20.8 -18.9 -14.2 -14.6 

Real Estate 23.2 -16.0 -16.5 -4.9 

Utilities 24.6 -12.6 -8.2 3.2 

Source: BMO Capital Markets Investment Strategy, FactSet. 

Performance figures reflect close prices as of 4/22/20 
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US Strategy Snapshot 

The Actual Earnings Number May Not Matter 

Historical Earnings Trajectories From Bear Market Troughs Reinforce Recent Low 

As society prepares for the inevitable re-opening of the economy (yes, it will re-open), baseline sentiments remain 

predominantly defined by trepidation and anxiety. Unprecedented historical events tend to generate such emotions, so investors 

and society alike need to cut themselves some slack, in our view, and trust the wherewithal of individuals, companies, 

economies, and governments. There is no doubt that angst surrounding coronavirus (COVID-19) is literally dictating every step of 

society – as it should. However, the focus from an investment standpoint – while still held hostage by the yet to be determined 

absolute trajectory of the virus – has firmly transitioned to what the triple whammy facing stocks means for today, tomorrow, 

and next week. 

What’s the triple whammy? 1) A 22-day cyclical bear market in stock prices; 2) earnings recession; and 3) economic recession. 

The first issue we take with this notion is that way too much investor focus is being defined by what we like to refer to as “point 

in time analysis.” Namely, most investors we speak with are fixated on today, tomorrow, and next week with respect to stock 

prices, earnings, and the economy. Nothing like stating the obvious, earnings and the economy are weak right now, today, and 

tomorrow. But investors continue to underappreciate how, when, and why recoveries eventually occur. Recoveries transpire 

because the trajectory changes – from despair to hope and from negative to positive. So much has been made of analyzing the 

curve of the virus; our recommendation is that investors need to the same with earnings. When we do this and focus less on the 

actual number for first and second quarter EPS for the stock market, we see that trailing 12-month earnings trends are following 

the traditional script when faced with the “triple whammy.” 

So yes, we are sticking with our call that stocks bottomed on March 23, 2020. And yes, we believe akin to the unprecedented 

nature of the sell-off, investors should not be surprised if stocks ultimately rally 40-50% from those lows. Yes, we are sticking 

with our call that US stocks remain in a 20-year secular bull market. No, our views are not binarily bullish, nor are they driven by 

flippant Pollyanna optimism. It is very clear that growth and economic activity will be different as the curve changes and society 

re-opens. However, this is not unlike any other trajectory change or shift from despair to hope. As such, investors should avoid 

focusing on any incessant need to know the exact earnings and GDP number and instead believe in the stock market’s changing 

trajectory and the historical parallels of earnings facing the triple whammy. If the trajectory does indeed reverse and head in the 

opposite direction, we will act accordingly. 

Main Points: 

 If Earnings Deterioration Is the Ultimate Worry, Bottom Is Likely Already In Based on Historical Data 

 Our Outlook Is Reasonable Considering Prior "New" Bull Market Trends 

 A Recovery This “Fast” to New All Time Highs Is Not Unprecedented 
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If Earnings Deterioration Is the Ultimate Worry, Bottom Is Likely Already In Based on Historical Data

 Our work shows that earnings recessions which have coincided with economic 

recessions have seen S&P 500 trailing 12-month EPS growth deteriorate in ranges 

from -11% to -44% (Great Financial Crisis).  

 Historically, the average peak to trough decline in trailing 12-month EPS 

during these time periods has been ~22%. 

 Within these periods, bear market performance has ranged from -20% to -57% for 

the S&P 500 index with an average decline of ~39%. During the Great 2007-08 

Financials crisis, US stocks dropped ~57% heavily influencing the average decline. 

 These two data points suggest that a bear market price decline is typically 1.7x 

greater than the eventual trailing 12-month EPS decline with stocks hitting their bear 

market bottom roughly nine months prior to the fully reported trailing 12-month EPS 

growth trough. 

 Using this analysis to put current trends into context suggests the price decline has 

been much more severe in relation to the expected EPS decline – 2.4x versus 1.7x or 

a nearly 40% greater drop than historical averages. This is based on current 

consensus estimates that suggest 4Q20 will represent this cycle’s trailing 12-month 

EPS growth trough at -14%. 

 It is for this reason that we believe it is reasonable to expect the bottom is in place 

roughly three months faster than historical averages. Assuming a 3/23/20 price low, 

US stocks would have bottomed roughly 12.5 months prior to the anticipated trailing 

12-months EPS growth trough or about 45% quicker than average, which is 

appropriate given that price declines were about 40% more severe, in our view.   

Bear Market Price Decline Is Typically 1.7x Greater Than Eventual Trailing 12M EPS Drop 

 

Source: BMO Investment Strategy Group, FactSet, IBES. 

Historically, S&P 500 Price Bottoms Roughly 9 Months Prior to Trailing 12MEPS Growth 

 

Source: BMO Investment Strategy Group, FactSet, IBES. 
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Our Outlook Is Reasonable Considering Prior "New" Bull Market Trends

 Our analysis of S&P 500 price performance in the months following these 

recessionary periods suggests healthy returns in the subsequent months. 

 For instance, the S&P 500 posted average price returns of ~26% and ~33% 

in the three and six months following the bear market bottoms, 

respectively. 

 In addition, in the first nine and 12 months following the end of bear 

markets, US stocks logged gains of ~45%, on average.  

 This suggests that our previous 2020 year-end target could still be achievable if 

history is any guide. More important, the lowest nine-month price return during 

these periods was ~28%, which would still imply gains from current levels (i.e., 2864 

year-end level or ~2.4%). By contrast, the strongest nine-month gain was ~62%, a 

level that should it occur would push the S&P 500 past our previous year-end target 

(3624 vs. 3400).

S&P 500 Posts Strong Gains in the Months Following Bear Market Bottoms 

S&P 500 Performance Following End of Bear Market 

 Months Following Bear Market End 

Bear Market End Date 3-Months 6-Months 9-Months 12-Months 

5/26/1970 17.2% 22.8% 39.6% 43.7% 

10/3/1974 13.5% 30.9% 51.5% 38.0% 

8/12/1982 62.4% 52.6% 60.4% 58.3% 

10/11/1990 6.7% 27.8% 27.6% 29.1% 

10/9/2002 19.4% 11.5% 29.0% 33.7% 

3/9/2009 39.3% 52.7% 62.0% 68.6% 

Average 26.4% 33.1% 45.0% 45.2% 
 

Source: BMO Investment Strategy Group, FactSet. 

Our Prior 2020 SPX Price Target of 3,400 Could Still Be Achievable if History Is Any Guide 

 

Source: BMO Investment Strategy Group, FactSet. 
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A Recovery This “Fast” to New All Time Highs Is Not Unprecedented

 Admittedly, our market outlook suggests that US stocks would need to buck the 

historical average trend when it comes to recovery time during bear markets 

coinciding with EPS and economic recessions in order to achieve a new all-time high 

within the next year. 

 For instance, within these recessionary periods, it has taken nearly three years, on 

average, for the S&P 500 to hit a new all-time high from the bear market bottom. 

However, given the speed of the current decline, we believe old frameworks may 

not necessarily be applicable especially as lockdowns start to ease and investors 

begin to get a glimpse of how much activity will return and how fast. 

 Nonetheless, US stocks did manage to hit new all-time highs much faster than we 

are currently forecasting following the double dip recession in the early 1980s and 

the brief early 1990s recession. In each of those incidents, the S&P 500 hit a new all-

time high roughly three and four months following the bear market bottom, 

respectively. And not so coincidently, the market declines in those episodes were less 

severe compared to others, making them more similar to the current period, in our 

view (less severe = quicker rebound).

It Typically Takes an Average of 34 Months From the Trough to Hit a New All-Time High  

Bear Markets Coinciding With Economic & EPS Recessions 

Peak Date Trough Date % Decline 
Date of New All-

Time High 
Months: Trough 

To Recovery 

11/29/1968 5/26/1970 -36.1% 3/6/1972 21.7 

1/11/1973 10/3/1974 -48.2% 7/17/1980 70.5 

11/28/1980 8/12/1982 -27.1% 11/3/1982 2.8 

7/16/1990 10/11/1990 -19.9% 2/13/1991 4.2 

3/24/2000 10/9/2002 -49.1% 5/30/2007 56.5 

10/9/2007 3/9/2009 -56.8% 3/28/2013 49.3 

 

Average -39.5% 
 

34.1 
 

Source: BMO Investment Strategy Group, FactSet. 

However, Swift Recoveries Did Occur Following the Early 1980s and 1990s Recessions 

 

Source: BMO Investment Strategy Group, FactSet. 
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Recent US Strategy Research Reports 
 

Date Title 

Comments, Snapshots, and Perspectives 

4/23/2020 US Strategy Comment: Thematic Report - The Mobile Worker 

4/17/2020 US Strategy Snapshot: Lamenting Over Corporate Leverage 

4/9/2020 US Strategy Snapshot: Use Dividend Growth to Combat Uncertainty 

3/30/2020 US Strategy Snapshot: The Cyclical Bear’s Role in Our Secular Bull Thesis 

3/24/2020 US Strategy Comment: Coronavirus Positioning and the Next Bull Market 

3/19/2020 US Strategy Snapshot: Avoid the Temptation to “Make the Call” 

3/17/2020 US Strategy Snapshot: Unprecedented Times Generate Unprecedented Charts 

3/12/2020 US Strategy Comment: Our Conviction Is Resolute, Template Notwithstanding 

2/27/2020 US Strategy Snapshot: Epidemic of Fear 

2/27/2020 US Strategy Comment: Panic Is Not a Winning Investment Strategy 

2/24/2020 US Strategy Snapshot: Coronavirus Impact on US Stock Performance and Earnings 

2/10/2020 US Strategy Comment: Thematic Report – The Shifting Consumer 

1/22/2020 US Strategy Comment: The Doubted Bull Returns Yet Again 

1/17/2020 US Strategy Comment: Making the Case to Overweight Comm Svcs and Discretionary 

1/15/2020 US Strategy Comment: Staying Selective Within Industrials 

Monthly Reports 

4/3/2020 US Strategy: US Chartbook – April 2020 

4/3/2020 US Strategy: US Factor Profiles – April 2020 

Podcasts 

4/21/2020 Podcast - Contemplating a Reopening 

4/14/2020 Podcast - COVID-19 Outbreak Reaching Peak in U.S., Canada 

4/7/2020 Podcast - Outbreak to Peak as Mitigation Weighs 

3/31/2020 Podcast - COVID-19 - Decrease in the Rate of Increase 

3/27/2020 Podcast - Coronavirus Positioning and the Next Bull Market 

3/24/2020 Podcast - As the COVID-19 Crisis Deepens, Dr. John Whyte Provides Insights 

3/17/2020 Podcast - A BMO COVID-19 Update With Dr. John Whyte 

3/13/2020 Podcast - Investors Have a Choice: Faith or Fear 

Investment Strategy Snapshots and Special Reports 

11/21/2019 Investment Strategy: 2020 Market Outlook 

11/21/2019 US Strategy Perspective: 2020 Market Outlook – United States 

Canadian Strategy 

 Please call or e-mail us to be added to our standalone Canadian Strategy research 
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Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Limited, Bank of Montreal Europe Plc and BMO Capital Markets Corp are
affiliates. Bank of Montreal or its subsidiaries ("BMO Financial Group") has lending arrangements with, or provide other remunerated services
to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital
Markets as of the date of this report and are subject to change without notice. BMO Capital Markets endeavours to ensure that the contents
have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and complete.
However, BMO Capital Markets makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any
errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its
contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report. The information in this report
is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should not be construed
as advice designed to meet the particular investment needs of any investor. Nothing herein constitutes any investment, legal, tax or other
advice nor is it to be relied on in any investment or decision. If you are in doubt about any of the contents of this document, the reader should
obtain independent professional advice. This material is for information purposes only and is not an offer to sell or the solicitation of an offer
to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers the securities of issuers mentioned in this report on
a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long or short position in many of the securities
discussed herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO
Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or
sell securities of issuers discussed herein.

Additional Matters

This report is directed only at entities or persons in jurisdictions or countries where access to and use of the information is not contrary to local
laws or regulations. Its contents have not been reviewed by any regulatory authority. BMO Capital Markets does not represent that this report
may be lawfully distributed or that any financial products may be lawfully offered or dealt with, in compliance with regulatory requirements in
other jurisdictions, or pursuant to an exemption available thereunder.

To Australian residents: BMO Capital Markets Limited is exempt from the requirement to hold an Australian financial services licence under the
Corporations Act and is regulated by the UK Financial Conduct Authority under UK laws, which differ from Australian laws. This document is
only intended for wholesale clients (as defined in the Corporations Act 2001) and Eligible Counterparties or Professional Clients (as defined in
Annex II to MiFID II).

To Canadian Residents: BMO Nesbitt Burns Inc. furnishes this report to Canadian residents and accepts responsibility for the contents herein
subject to the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this report should
do so through BMO Nesbitt Burns Inc.

The following applies if this research was prepared in whole or in part by Colin Hamilton, Alexander Pearce, Raj Ray, David Round or Edward
Sterck: This research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets Limited and
distributed by BMO Capital Markets Limited or Bank of Montreal Europe Plc and is subject to the regulations of the Financial Conduct Authority
(FCA) in the United Kingdom and the Central Bank of Ireland (CBI) in Ireland. FCA and CBI regulations require that a firm providing research
disclose its ownership interest in the issuer that is the subject of the research if it and its affiliates own 5% or more of the equity of the issuer.
Canadian regulations require that a firm providing research disclose its ownership interest in the issuer that is the subject of the research if it
and its affiliates own 1% or more of the equity of the issuer that is the subject of the research. Therefore each of BMO Capital Markets Limited
and Bank of Montreal Europe Plc will disclose its and its affiliates’ ownership interest in the subject issuer only if such ownership exceeds 5%
of the equity of the issuer.

To E.U. Residents: In an E.U. Member State this document is issued and distributed by Bank of Montreal Europe plc which is authorised and
regulated in Ireland and operates in the E.U. on a passported basis. This document is only intended for Eligible Counterparties or Professional
Clients, as defined in Annex II to “Markets in Financial Instruments Directive” 2014/65/EU (“MiFID II”).

Singapore: This disclaimer applies to research reports distributed by the Private Banking unit of Bank of Montreal, Singapore Branch ("BMO SG"),
an exempt financial adviser under the Financial Advisers Act (Cap. 110) of Singapore ("FAA") only. This research report is prepared by BMO Capital
Markets and distributed by BMO SG pursuant to an arrangement under regulation 32C of the Financial Advisers Regulations of Singapore. This
research report is distributed by BMO SG solely to persons who qualify as accredited investors as defined in the FAA only, and is not intended
for and may not be circulated to the general public. This report and any information contained in this report shall not be disclosed to any other
person. If you are not an accredited investor, please disregard this report. BMO SG does not accept legal responsibility for the contents of the
report. Recipients should contact BMO SG at 65-6535 2323 for matters arising from, or in connection with the report.

To U.S. Residents: BMO Capital Markets Corp. furnishes this report to U.S. residents and accepts responsibility for the contents herein, except to
the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed herein should
do so through BMO Capital Markets Corp.

To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial Conduct
Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to retail clients.
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ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and corporate

banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and commercial banking
clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank
N.A, (Member FDIC), Bank of Montreal Europe Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO

Capital Markets Corp. (Member FINRA and SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe
and Asia, Bank of Montreal Europe Plc in Europe, BMO Capital Markets Limited in the U.K. and Australia and BMO Advisors Private Limited in India.

“Nesbitt Burns” is a registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. “BMO Capital Markets” is a trademark
of Bank of Montreal, used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2020 BMO CAPITAL MARKETS CORP.

A member of 
 

To Israeli residents: BMO Capital Markets is not licensed under the Israeli Law for the Regulation of Investment Advice, Investment Marketing
and Portfolio Management of 1995 (the "Advice Law") nor does it carry insurance as required thereunder. This document is to be distributed
solely to persons that are qualified clients (as defined under the Advice Law) and qualified investors under the Israeli Securities Law of 1968.
This document represents the analysis of the analyst but there is no assurance that any assumption or estimation will materialize.

These documents are provided to you on the express understanding that they must be held in complete confidence and not republished,
retransmitted, distributed, disclosed, or otherwise made available, in whole or in part, directly or indirectly, in hard or soft copy, through any
means, to any person, except with the prior written consent of BMO Capital Markets.

Click here for data vendor disclosures when referenced within a BMO Capital Markets research document.

US Strategy | Page 9 April 24, 2020

http://research-ca.bmocapitalmarkets.com/documents/C17EA078-97CF-4438-AC2C-B5A8118F8C4B.PDF

	Important Disclosures

