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The value of investments and any income will fluctuate (this may partly be the 
result of exchange rate fluctuations) and investors may not get back the full 
amount invested.

As with all investments there are associated risks. Please obtain and review all 
relevant materials carefully before investing.

Investment risks
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Chicago Board Options Exchange (CBOE) Volatility Index (VIX) – extremely high1

CBOE Equity Put/Call Ratio – extremely high2

Percentage of NYSE stocks above their 200-day moving average – extremely low3

S&P 500 Index’s deviation from its 200-day moving average – extremely low4

US Economic Policy Uncertainty Index – extremely high5

6 1987 crash versus 2020 COVID crash – lining up well

What’s working
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1. a) Chicago Board Options Exchange (CBOE) Volatility Index 
(VIX)

Source: Bloomberg L.P., Invesco, 04/02/20. Notes: The VIX or so-called “investor fear gauge” is a weighted, constant, 30-day measure of the expected volatility of the S&P 500, calculated 
from out-of-the-money SPX options. An investment cannot be made in an index. Past performance does not guarantee future results.
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Extreme fear like this
has typically coincided 

with major market lows.
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Chicago Board Options Exchange (CBOE) Volatility Index (VIX) S&P 500 Buy Signal

Since 2008, we’ve seen 
four equity volatility 
spikes above 70%.

1. b) The highest percentage increase in equity volatility of all 
time!

Source: Bloomberg L.P., Invesco, 04/02/20. Notes: The VIX or so-called “investor fear gauge” is a weighted, constant, 30-day measure of the expected volatility of the S&P 500, calculated 
from out-of-the-money SPX options. An investment cannot be made in an index. Past performance does not guarantee future results.
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US equity volatility and week-over-week percentage increases above 70% since 2008
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S&P 500 12-Month Forward Returns from VIX Spikes > 70% 

1. c) Chaos can create opportunities

Source: Bloomberg L.P., Invesco, 02/04/20. Notes: The vertical blue bars represent historical returns from the strategy of buying a broad basket of large market capitalization US equities 
at the extreme spikes in volatility seen in 2010, 2014 and 2015, and holding those stocks for 12 months. An investment cannot be made in an index. Past performance does not 
guarantee future results.
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12-month forward returns 
were positive from each 
episode, excluding the 

current experience.

1 year ahead returns on US equities from volatility increases above 70% since 2008



US equities (top panel) and seller/buyer positioning (bottom panel) since 2008

2. CBOE Equity Put/Call Ratio

Source: Bloomberg L.P., Invesco, 02/04/20. Notes: The CBOE Equity Put/Call Ratio is a measure of seller (put) relative to buyer (call) positioning derived from the options market, where a 
ratio greater than 1 signals extremely negative investor sentiment. An investment cannot be made in an index. Past performance does not guarantee future results.
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A ratio greater than 1 indicates
more sellers than buyers, usually
aligning with big market bottoms.



US equities (top panel) and breadth of listed issues (bottom panel) since 2008

3. Percentage of NYSE stocks above their 200-day moving 
average

Source: Bloomberg L.P., Invesco, 02/04/20. Notes: NYSE = New York Stock Exchange. DMA = Day moving average. An extremely low % of NYSE stocks above their 200 DMA signals 
weak breadth, and can reflect an approaching seller climax. An investment cannot be made in an index. Past performance does not guarantee future results.
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.

Such a low % reflects
bad breadth and an

extremely oversold condition.
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US equities (top panel) and their deviation from trend (bottom panel) since 1960

4. S&P 500 Index’s deviation from its 200-day moving average

Source: Bloomberg L.P., Invesco, 02/04/20. Note: Deviation from trend = The S&P 500 minus its 200-day moving average as a % of its 200-day moving average. An investment cannot be 
made in an index. Past performance does not guarantee future results.
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The S&P 500 has sliced through
its 200-day moving average
to a degree not seen since
2008/2009, 2002 and 1974.



US equities (top panel) and economic policy uncertainty (bottom panel) since 2002

5. US Economic Policy Uncertainty Index

Source: Scott Baker, Nicholas Bloom and Steven J. Davis at www.PolicyUncertainty.com, Invesco, 02/04/20. Notes: The daily US News-Based Economic Policy Uncertainty Index utilizes 
newspaper archives from Access World News’ NewsBank service. An investment cannot be made in an index. Past performance does not guarantee future results.
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The coronavirus stimulus package
should ease policy uncertainty

from its record high, and
help stocks further along
the bottoming process.
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6. 1987 crash versus 2020 COVID crash

Source: Bloomberg L.P., Invesco, 02/04/20. An investment cannot be made in an index. Past performance does not guarantee future results.
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So far, this is a good comparison.
The S&P 500 fell over 30% from peak to trough 

in both experiences, followed by double-digit 
rebounds from the initial lows.

US equities from 1987-1989 (left-axis) and from 2019-Present (right-axis)



What isn’t working
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American Association of Individual Investors (AAII) Sentiment Survey
– negative but not extreme7

Slope of the US Treasury yield curve – steeper but not steep enough8

US stock-to-bond ratio – hasn’t turned9

US cyclical-to-defensive ratio – hasn’t turned10

US coronavirus cases – haven’t peaked11



US equities (top panel) and bullish-bearish % of respondents (bottom panel) since 2008

7. American Association of Individual Investors (AAII) Sentiment 
Survey

Source: Bloomberg L.P., Invesco, 02/04/20. Notes: The AAII Bull-Bear Spread is the net percentage of positive (bull) minus negative (bear) survey respondents, where a difference of 
roughly -30% signals extremely negative investor sentiment. An investment cannot be made in an index. Past performance does not guarantee future results.
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Sentiment has gotten 
negative, but hasn’t yet
become cataclysmic.
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US equities (top panel) and 10- minus 2-year government bond yields (bottom panel) since 1985

8. Slope of the US Treasury yield curve

Source: Bloomberg L.P., Invesco, 02/04/20. An investment cannot be made in an index. Past performance does not guarantee future results.
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The curve has steepened
somewhat, but it’s usually

much steeper near
significant lows in stocks.
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US Stock-to-Bond Ratio

US equities relative to government bond returns (bottom panel) since 1981

9. US stock-to-bond ratio (top panel)

Source: Bloomberg L.P., Invesco, 02/04/20. Notes: Stock-to-Bond Ratio = The S&P 500 divided by the reciprocal of the 10-year Treasury bond yield. Shaded areas denote NBER-defined 
US recessions. An investment cannot be made in an index. Past performance does not guarantee future results.
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This ratio hasn’t
turned yet.
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S&P 500 Cyclical/Defensive Sectors

US cyclical relative to defensive sector returns (bottom panel) since 1981

10. US cyclical-to-defensive ratio (top panel)

Source: Bloomberg L.P., Invesco, 02/04/20. Notes: Cyclicals = Consumer Discretionary, Energy, Financials, Industrials, Information Technology and Materials. Defensives = Consumer 
Staples, Health Care, Telecommunication Services and Utilities. Shaded areas denote NBER-defined US recessions. An investment cannot be made in an index. Past performance does 
not guarantee future results.
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Neither has
this one.
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Coronavirus (2019-nCoV) US Confirmed Cases (Left-Axis) MSCI USA Net Total Return Index (Right-Axis)

US coronavirus cases (left-axis) and US equities (right-axis, inverted) year to date

11. a) US coronavirus cases

Source: Bloomberg L.P., Invesco, 02/04/20. Notes: Confirmed coronavirus (2019-nCov) case counts compiled by Bloomberg Newsroom. Counts are subject to change as governments 
survey and confirm cases. Data are based on reported values as of midnight EST. An investment cannot be made in an index. Past performance does not guarantee future results.
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Virus-related uncertainty
could continue to weigh

on stocks until the
number of cases peaks.
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Author

*From Bear to Bull with ETFs (2nd ed.), by David R. Kotok and Talley Léger, published by Cumberland Advisors Publishing (2014).

Talley Léger
Senior Investment Strategist

Talley Léger is a Senior Investment Strategist for the Global Thought Leadership team. In this role, he is responsible for formulating and 
communicating macro and investment insights, with a focus on equities. Mr. Léger is involved with macro research, cross-market strategy and equity 
strategy.
Mr. Léger joined Invesco when the firm combined with OppenheimerFunds in 2019. At OppenheimerFunds, he was the equity strategist. Prior to 
OppenheimerFunds, he was the founder of Macro Vision Research and held strategist roles at Barclays Capital, ISI, Merrill Lynch, RBC Capital 
Markets and Brown Brothers Harriman. Mr. Léger has been in the industry since 2000.
He is the co-author of the revised second edition of the book, From Bear to Bull with ETFs.* Mr. Léger has been a guest columnist for The Big Picture 
and Data Watch on Bloomberg Brief Economics, as well as a contributing author on Seeking Alpha (seekingalpha.com). He has been quoted in 
Associated Press, Barron’s, Bloomberg, Business Week, Dow Jones Newswires, The Financial Times, MarketWatch, Morningstar magazine, The 
New York Times and The Wall Street Journal. Mr. Léger has appeared on Bloomberg TV, Canada’s BNN Bloomberg, CNBC, Reuters TV, The Street 
and Yahoo! Finance, and has spoken on Bloomberg Radio.
Mr. Léger earned an MS degree in financial economics and a Bachelor of Music from Boston University. He is a member of the Global 
Interdependence Center (GIC) and holds the Series 7 registration.
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Consumer Price Index (CPI) program produces monthly data on changes in the prices paid by urban consumers for a representative basket of goods and services.

The Bloomberg Barclays Global Treasury Index tracks fixed-rate, local currency government debt of investment grade countries, including both developed and 
emerging markets. The index represents the treasury sector of the Global Aggregate Index and contains issues from 37 countries denominated in 24 currencies.

The S&P 500 Index is a market capitalization weighted index of the 500 largest domestic U.S. stocks.

The MSCI Emerging Markets (EM) Index is designed to measure global emerging market equity performance.

The Bloomberg Barclays U.S. Aggregate Bond Index is designed to measure the performance of investment grade bonds in the United States

Bloomberg Barclays High Yield Index is designed to measure the performance of below investment grade rated corporate bonds in the United States

Credit Suisse Leveraged Loan Index is designed to measure the performance of below-investment grade rated variable rate loans in the United States

The Alerian Master Limited Partnership Index is designed to measure the performance of master limited partnerships in the United States.

The Shanghai A Shares Index is designed to measure the performance of Chinese stocks listed on the Shanghai exchange

The Eurostoxx 300 Index is designed to measure the performance of 300 large capitalization stocks in Europe. 

The Nikkei 225 Index measures the performance of 225 large capitalization stocks in Japan.

The S&P 500 Momentum Index is designed to measure the performance of high momentum stocks in the S&P 500 Index

The S&P 500 Quality Index is designed to measure the performance of high quality stocks in the S&P 500 Index

The S&P 500 Low Volatility Index is designed to measure the performance of the 100 lowest volatility stocks in the S&P 500 Index as measured by 12 month standard 
deviation

The S&P 500 Value Index is designed to measure the performance of lower valuation stocks in the S&P 500 Index

The S&P 500 Dividend Yield Index is designed to measure the performance of high dividend stocks in the S&P 500 Index

The S&P 500 Growth Index is designed to measure the performance of high growth stocks in the S&P 500 Index.

Indexes are unmanaged and cannot be purchased directly by investors. Index performance is shown for illustrative purposes only and does not predict or depict the 
performance of any investment. Past performance does not guarantee future results.

Index definitions
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This marketing document is exclusively for use by Professional Clients and 
Financial Advisers in Continental Europe as defined below and qualified 
Investors in Switzerland, Qualified Clients/Sophisticated Investors in Israel,
and Professional Clients in Dubai, Ireland, Isle of Man, Jersey, Guernsey and 
the UK. It is not intended for and should not be distributed to, or relied upon, 
by the public. By accepting this document, you consent to communicate 
with us in English, unless you inform us otherwise. Data as at 02.04.2020, 
unless otherwise stated. This document is marketing material and is not 
intended as a recommendation to invest in any particular asset class, 
security or strategy. Regulatory requirements that require impartiality of 
investment/investment strategy recommendations are therefore not 
applicable nor are any prohibitions to trade before publication. The 
information provided is for illustrative purposes only, it should not be relied 
upon as recommendations to buy or sell securities.

Where individuals or the business have expressed opinions, they are based on 
current market conditions, they may differ from those of other investment 
professionals, they are subject to change without notice and are not to be 
construed as investment advice. 

For the distribution of this document, Continental Europe is defined as
Austria, Belgium, Croatia, Czech Republic, Finland, France, Germany, 
Hungary, Italy, Liechtenstein, Luxembourg, The Netherlands, Norway, 
Slovakia, Spain and Sweden. 

This document is provided by Invesco Asset Management S.A., 18, rue de 
Londres, 75009 Paris, France, authorised and regulated by the Autorité des 
marches financiers, Invesco Asset Management Deutschland GmbH, An der 
Welle 5, 60322- Frankfurt/M., Germany, Invesco Asset Management (Schweiz) 
AG, Talacker 34, 8001 Zurich, Switzerland, and Invesco Asset Management 
Limited, Perpetual Park, Perpetual Park Drive, Henley-on Thames, Oxfordshire 
RG9 1HH, UK Authorised and regulated by the Financial Conduct Authority.

Dubai: Issued by Invesco Asset Management Limited, PO Box 506599, DIFC 
Precinct Building No 4, Level 3, Office 305, Dubai, United Arab Emirates. 
Regulated by the Dubai Financial Services Authority. Switzerland: Issued by 
Invesco Asset Management, (Schweiz) AG, Talacker 34, 8001 Zurich, 
Switzerland. Israel: Issued by Invesco Asset Management Limited, Perpetual 
Park, Perpetual Park Drive, Henley-on-Thames, Oxfordshire RG9 1HH, UK. 
Authorised and regulated by the Financial Conduct Authority. This document may 
not be reproduced or used for any other purpose, nor be furnished to any other 
person other than those to whom copies have been sent. Nothing in this 
document should be considered investment advice or investment marketing as 
defined in the Regulation of Investment Advice, Investment Marketing and 
Portfolio Management Law, 1995 (“the Investment Advice Law”). Investors are 
encouraged to seek competent investment advice from a locally licensed 
investment advisor prior to making any investment. Neither Invesco Ltd. Nor its 
subsidiaries are licensed under the Investment Advice Law, nor does it carry the 
insurance as required of a licensee thereunder.
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