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Q1 2020 Factor Overview  
Welcome to the first Style Analytics quarterly global market analysis of the 2020’s. This decade 
is already one for the history books after just the first few months due to the coronavirus and 
its human and market impacts. This written document accompanies our quarterly webcast 
(downloadable here) and is freely available to be shared and quoted so long as all references 
are sourced to Style Analytics. 

How to read the charts 
Throughout this document, you will see several charts similar to the one shown in Figure 1, 
providing the relative quarterly factor performance for a series of factors in seven distinct 
factor groups: Value, Yield, Growth, Quality, Size, Volatility and Momentum. This report covers 
three distinct regions: US, Europe and Emerging Markets.  
 

 

Figure 1: Quarterly performance chart for 23 sub-factors in 7 factor groups for US Equities in Q1 
2020. Source: Style Analytics 
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Each factor’s performance is based on the relative performance of the top 50% (by market 
cap) of that specific factor compared to the overall market (the sole exception is the size factor 
which uses the top 70%). For example, for the first factor, book-to-price, we determine the 
period’s performance of the basket of stocks with the highest book-to-price values relative to 
the total market. Each factor is analyzed independently and market and fundamental data are 
adjusted so that sector-average (within each country) relative data is used and the 
performance measurement isolates the factor’s contribution to return. For example in Figure 1, 
stocks with a high book-to-price (i.e. high value stocks as measured by book-to-price) 
underperformed the broad market by 3.6% on a country and sector adjusted basis.  

For reference, during the first quarter of 2020, the FTSE Russell 3000 index suffered a jaw-
dropping 21%. MSCI Europe (including UK) was down 25% while the MSCI Emerging Markets 
index was down 24% for the quarter. But the intra-quarter months followed an accelerating 
downward pattern for all three regions: 

Region January February March Quarter 

US -0.23% -8.4% -13.9% -21.3% 

Europe (incl. UK) -2.6% -9.5% -14.7% -24.8% 

Emerging Markets -4.7% -5.4% -15.6% -23.9% 

In addition to these quarterly analyses, for those interested in receiving our detailed monthly 
reports, you can email us at support@styleanalytics.com or contact us through our website at 
www.styleanalytics.com  
 
This quarterly analysis is a bit different from previous ones in that we will go into the individual 
months of the quarter and examine the factor performance at that level. Because the impact of 
coronavirus increased throughout the quarter, we decided that a more granular approach is 
warranted this time around. January, by and large, was unimpacted by COVID in the developed 
markets and really only China was affected. February was a mix: until the market peak on 
February 19, there was no discernable market impact but that radically changed for the 
remainder of the month. March was dominated by COVID.  
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US Equities Analysis 

January & February 2020 Analysis  

2020 started very differently from how 2019 ended. The fourth quarter of 2019 had strong 
positive returns for high-Volatility stocks and for Value stocks as shown in Figure 2, which was 
recreated from our prior report. After the New Year, January shows both Volatility and Value 
flip to losing territory in Figure 3. In fact, every sub-factor in the Value and Volatility categories 
lost money. 

We don’t often see such unanimity between all the sub-factors belonging to any one style. In 
January, just a few short months ago, many people were talking about the overpriced equity 
markets. While the month had an overall flat performance of just negative 23 basis points, it 
had a strong factor signature with a clear risk-off posturing as seen in the preference for low   
volatility stocks. Growth factor stocks also came back. In fact, all Growth sub-factors were up 
except for 5-year Dividend Growth. All in all, January was a big rotation away from Value and 
Volatility. One thing to note is the scale of the sub-factor returns – they were of similar scale to 
Q4’s returns, with the largest over/under performing sub-factors doing so by about 2% to 2.5% 
compared with the others. 

Figure 2: Performance of Value and High-Volatility stocks in Q4 2020. Source: Style Analytics 
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Figure 3: January 2020 US Factor Performance across 23 sub-factors showing a major rotation away from Value 

and Volatility. Source: Style Analytics. 

February was more of the same for the most part.  The Russell 3000, along with virtually all 
other broad US indices, peaked on February 19 when it was up 5% month-to-date. It then gave 
up those gains and much more to close down 8%. From a returns perspective, February was 
very different from January but from a factor performance perspective it was rather similar, as 
shown in Figure 4. February’s scale was somewhat muted compared to January’s, with the 
largest sub-factor outperformance, that of 5-year sales growth, up only 1.3%.  
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Figure 4: February 2020 US Factor Performance showing similar behavior to January. Source: Style Analytics. 

March 2020 Analysis 

March, on the other hand, was very different, as shown in Figure 5. March was a classic risk-
off, flight-to-quality month. The first thing to note is the magnitude of the over/under 
performance of the sub-factors: several factors roared with outperformance or 
underperformance 2 to 3 times what either January or February delivered. High volatility 
stocks joined Value stocks as massive losers, as is typical in a broad market downturn. Quality 
and large-cap stocks gained, as is expected in a flight-to-quality scenario.  

The Quality measure contains the highest returning individual sub-factor, Return on Equity. 
Large Cap stocks also gained – another typical risk-off result. Curiously, Momentum did rather 
well, especially as measured by short-term momentum. We believe this is because the market 
was already turning to favor defensive stocks and they continued to outperform as the market 
lost a further 14 percentage points. This is also because momentum stocks in March had a big 
large-cap bias. It should come as no surprise that March’s large numbers dominate the 
quarter: the picture for Q1 as a whole (Figure 1) looks an awful lot like March (Figure 5). 
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Figure 5: March 2020 looks very different from prior months this quarter: first, the size of the factor returns is much 
bigger. March also exhibits the classic “risk off” profile examined in the text. Source: Style Analytics. 

  
 

  



   

 
© 2020 Style Analytics. All rights reserved. No part of this document may be reproduced for any purpose without the 

explicit written permission of Style Analytics. Style Skyline™ is a trademark of Style Analytics. 7 

European Equities Analysis 

January & February 2020 Analysis  

From a factor perspective, Europe also had a major rotation from Q4 2019 to January 2020 in 
Value and Volatility stocks, similar to the US that way (Figure 6). In February, Europe 
experienced a flight to Quality stocks just like the US did but unlike the American market, 
European Growth stocks suffered losses in February. The Growth disparity is really the only 
meaningful difference among relative factor groups between the two developed markets. It is 
interesting to note that the only positive performing Growth sub factor in Europe, 5-year sales 
growth, was also the highest returning US growth factor. It is the classic measure of growth: 
long term sales.  
 

 
Figure 6: European factors in January and February displayed a similar pattern to that of the US: rotation from Value 
and Volatility coupled with a flight to quality. The only material difference between European factors and American 
factors was the losses faced by Growth in the European markets. Source: Style Analytics. 

 
Again, we take note the scale of these factor differences. In Europe, February had no individual 
sub-factor differences larger than 60 basis points up or down while its overall market lost 
almost 10%. This is a classic “correlations going to 1” scenario where all securities move lock-
step with all others, usually straight down.  
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March 2020 Analysis 

Just like in the US, March came roaring back with big differences in factor returns. The scale 
for Europe is 5 times bigger in March than it was in February. Here, it’s a similar story to what 
happened in the US at the same time: flight to quality stocks, to larger cap companies and to 
stocks with high momentum. The High-volatility stocks and Value stocks suffered. The only 
material difference between Europe and the US is that Growth stocks did well in America while 
they lost money in Europe. 

 

Figure 7: March 2020 in Europe looks very similar to March in the US: Larger factor returns with a clear “risk-off” 
profile. The only material difference with the US is the relative losses suffered by European Growth companies. 
Source: Style Analytics. 
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Emerging Markets Equities Analysis 

Emerging Markets January-February 2020 Analysis 

Emerging Markets repeat the pattern from the developed markets with a rotation away from 
Value and Volatility along with muted factor returns in January and February, as shown in 
Figure 8.  
 

 
Figure 8: Emerging Markets showed a similar pattern to other regions in the first two months of the quarter. Source: 
Style Analytics. 

The only sub-factors that moved more than 50bps between Jan and Feb in Emerging Markets 
are two Quality sub-factors, ROE and Net Profit Margin, which improved as part of the flight to 
quality.  
 
Emerging Markets March 2020 Analysis 

The story for March is similar to the developed regions in that stocks with high volatility were 
punished badly while quality stocks did relatively well. The scale of the factor performance is 
again enlarged: March’s performance numbers are 5 times January’s and shown in Figure 9. 
Unlike the US and more similar to Europe, Growth stocks did not do well in Emerging Markets, 
but unlike both of the developed regions, there was no benefit to holding momentum stocks in 
emerging markets. While Quality stocks and large cap did relatively better than other stocks, 
there was really no place to hide in March from falling markets, especially in Emerging 
Markets. 
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Figure 9: Emerging Markets gave almost no factor protection in March 2020 as the region lost almost 16% that 
month. Source: Style Analytics. 
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Historical Crises  
We looked at two previous crashes in US markets: 1987, which took only 3 months to go from 
peak to trough, with a loss of 30% and the Global Financial Crisis, which took 16 months peak 
to trough with a loss of 50%. Between these two crashes there were some clear similarities 
and some strong differences in how factors performed, as shown in the two left-hand panels 
of Figure 10. 

In both historical crashes, the consistently worst performing factors were high volatility and 
Growth. Value stocks did very poorly in the GFC except for when Value was measured by 
EBITDA/EV. Quality stocks in both crashes tended to outperform others. Large cap and 
momentum stocks also seem to be consistently in positive territory.  
 

 
Figure 10: Factor comparison of three crashes: 1987, the Global Financial Crisis and the current COVID Crash. The 
factors are analyzed using the same methodology as described in the beginning of this paper. Analysis is in the 
text. Source: Style Analytics.  

The current downturn (right hand panel of Figure 10) is similar to the historical ones in that 
high-volatility stocks did badly and there seems to be a flight to quality: to large cap and to 
momentum. But the current downturn is very different in that Growth stocks truly shine. That is 
because Growth and Momentum stocks now have negative exposures to Value stocks which 
suffered massively. Both Growth and Momentum have positive tilts towards large cap stocks 
and importantly, they avoid high volatility stocks. It’s not that Growth overlaps with low volatility 
stocks, but rather both Growth and Momentum styles avoid the stocks that have the highest 
volatility and hence the biggest losses. Successful risk management is about avoiding the 
biggest losses, and that’s exactly what growth and momentum stocks have been doing.  
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Summary 
The first quarter of 2020 hit the world equity markets hard. First, all regions experienced a 
swift rotation away from Value and High-Volatility stocks. While January and February had 
muted factor return differences, March saw 5 times larger factor returns, all while markets 
suffered large losses. Flight to quality was the name of the game in late February and March.  
 
In the US:  

• Quality, Momentum, Large Cap and Growth were the winners in March 
• Value, High Volatility and Dividend Yield were the losers 

 
In Europe:  

• Similar to the US except that Growth stocks provided no cover from March’s losses. 
• Worst losses came from: Value, Volatility and Growth 

  
Emerging Markets Equities 

• Only Quality stocks and large cap stocks provided modest cover and size didn’t seem to 
matter as much as in other regions.  

 

 
 

 

 

 

 

 

 

 

Disclaimer 
The material presented in this document is an assessment of the market environment as of the date indicated; is subject to 
change; and is not intended to be a forecast of future events or a guarantee of future results. This information should not be relied 
upon by the reader as research or investment advice regarding any funds or any issuer or security or similar. 
This document contains general information only, does not consider an individual's financial circumstances and should not be 
relied upon for an investment decision. Rather, an assessment should be made as to whether the information is appropriate in 
individual circumstances and consideration should always be given to consult a Financial Advisor before making an investment 
decision.  

Style Analytics does not provide investment advice and nothing in this document should be considered any form of advice. 
Style Analytics accepts no liability whatsoever for any information provided or inferred in this document. 


