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F E A T U R E D  C O M M E N T U . S .  S T O C K  M A R K E T

The S&P 500 plunged 20.0% in Q1, its 

worst ever start to the year. At 18 trading 

days, the decline was the fastest from a 

record high to an NDR-defined bear market 

on record.

The table below shows all quarters when 

the S&P 500 has fallen at least 15% and 

subsequent returns. The next quarter, the 

S&P 500 has climbed 67% of the time by a 

median of 5.8%. One year later, the median 

gain is 17.3%.

Post-war, the results are even stronger. 

The next quarter, the S&P has fallen once 

– Q1 2009. Two-to-eight quarters later, 

the market has been up every time at over 

twice the long-term average.

The table is one of many ways to show 

that the market is oversold. The takeaway 

is that unless the economy is entering a 

depression, the market has priced in a lot 

of bad news. We remain cautious on U.S. 

stocks until breath thrusts indicate the 

market is entering an uptrend.

The coronavirus panic impacted all asset 

classes in Q1. Treasury bonds soared – 

beating stocks by 40%, the second-widest 

spread since 1981. Reflecting the flight to 

safety, gold and the U.S. dollar rallied in 

Q1, although both were volatile. High yield 

bonds plunged nearly 13%, oil plunged 

over 50%, all sectors fell by at least 12%, 

and every country in the All Country World 

Index fell. 

Worst start on record

After 15%+ drops, SPX gained 2x long-term mean for next 2 years, on avg
S&P 500 Performance After 15% Single-Quarter Drops

Previous Quarter % Change Subsequent Performance
Date 1Q % Change 2Q % Change 3Q % Change 4Q % Change 8Q % Change
12/31/29 -28.9 17.2 -4.6 -13.3 -28.5 -62.1
6/30/30 -18.6 -9.1 -25.0 -18.4 -27.5 -78.4
12/31/30 -17.5 8.8 -3.3 -36.7 -47.1 -55.1
9/30/31 -34.5 -16.4 -24.7 -54.4 -16.8 1.2
12/31/31 -16.4 -10.0 -45.4 -0.5 -15.2 24.4
6/30/32 -39.4 82.4 55.5 32.1 146.3 121.4
3/31/33 -15.1 86.5 68.0 72.7 83.8 44.8
12/31/37 -23.3 -19.4 9.6 16.0 25.2 18.4
3/31/38 -19.4 36.0 44.0 55.4 29.2 44.1
3/31/39 -16.9 -1.1 18.6 13.8 11.6 -9.3
6/30/40 -18.5 6.8 6.0 -0.2 -1.3 -16.8
9/30/46 -18.8 2.3 1.4 1.7 1.0 3.5
6/30/62 -21.3 2.8 15.3 21.6 26.7 49.2
6/30/70 -18.9 15.8 26.7 37.9 37.1 47.3
9/30/74 -26.1 7.9 31.2 49.8 32.0 65.6
12/31/87 -23.2 4.8 10.7 10.1 12.4 43.0
9/30/02 -17.6 7.9 4.0 19.5 22.2 36.7
12/31/08 -22.6 -11.7 1.8 17.0 23.5 39.2
All Cases
Mean -22.1 11.7 10.5 12.4 17.5 17.6
Median -19.2 5.8 7.8 14.9 17.3 30.5
% Positive 0.0 66.7 72.2 66.7 66.7 72.2
All Periods Mean 2.0 2.0 4.0 6.0 8.2 16.6
Post WW II
Mean -21.2 4.3 13.0 22.5 22.1 40.7
Median -21.3 4.8 10.7 19.5 23.5 43.0
% Positive 0.0 85.7 100.0 100.0 100.0 100.0
All Periods Mean 2.0 2.0 4.2 6.4 8.7 18.0
Source: S&P Dow Jones Indices.
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Using any graph, chart, formula, model, or other device to assist in deciding which securities to trade or when to 

trade them presents many diff iculties and their eff ectiveness has significant limitations, including that prior patterns 

may not repeat themselves continuously or on any particular occasion.  In addition, market participants using such 

devices can impact the market in a way that changes the eff ectiveness of such devices. NDR believes no individual 

graph, chart, formula, model, or other device should be used as the sole basis for any investment decision and 

suggests that all market participants consider diff ering viewpoints and use a weight of the evidence approach that 

fits their investment needs. Any particular piece of content or commentary may or may not be representative of the 

NDR House View, and may not align with any of the other content or commentary that is provided in the service. 

Performance measures on any chart or report are not intended to represent the performance of an investment 

account or portfolio, as some formulas or models may have superior or inferior results over diff ering time periods 

based upon macro-economic or investment market regimes.  NDR generally provides a full history of a formula 
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be commonly stated when reporting portfolio performance. Clients seeking the usage of any NDR content in a 

simulated portfolio back-test should contact their account representative to discuss testing that NDR can perform 

using the client’s specific risk tolerances, fees, and other constraints.

NDR’s reports are not intended to be the primary basis for investment decisions and are not designed to meet the 

particular investment needs of any investor.  The reports do not address the suitability of any particular investment 

for any particular investor.   The reports do not address the tax consequences of securities, investments, or 

strategies, and investors should consult their tax advisors before making investment decisions.  Investors should 

seek professional advice before making investment decisions.  The reports are not an off er or the solicitation of an 
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