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• SGI’s Managed Risk Approach with Multi-Factor Investing & Active ESG Downside
management continued to perform with lower volatility & absolute returns. 

• The passive low volatility factor* was a disappointment. Returns were mediocre, but 
more concerning was how the strategy exhibited higher volatility than the S&P 500 
Index®.

• Multi factor investing** was also a disappointment. Returns lagged in this environment. 
Its diversification did allow it to have lower volatility than the passive low volatility factor

• 2020 has been marked by 3 very distinct periods with starkly different market drivers in 
terms of factors, sectors, risk and the macro environment. 

• Fundamental research into companies with high COVID-19 exposure became critical. SGI 
began exiting companies due to COVID-19 exposure in January.
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Executive Summary

All analysis is conducted on gross returns

*Passive low volatility factor defined by ticker SPLV (S&P 500 Low Volatility), Note, this strategy distinctly invests in the least volatile stocks in the S&P 500

** Multi factor investing as defined by ticker SCIU (Global X Scientific Beta), This strategy blends multi factors and invests in S&P 500 stocks.
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2020 a Tale of 3 Periods

•Market continued its risk on trade from the 4Q19 despite China battling the Coronavirus

•This was defined by solid returns and ultra low volatility. 

•SGI reduced exposure to COVID-19 exposed companies such as Starbucks, McDonalds, Yum Brands, VFC Corp and Apple.  
SGI as reduced exposure to hard hit industries such as hotels, travel, and energy. 

1: 12/31/19 –
2/18/20 

•The Coronavirus begins impacting the U.S. markets with an unprecedented decline. 

•Defensive sectors (Utilities, Staples, Health Care) do well. 

•Saudi and Russia (OPEC) talks break down and oil plummets bringing down the energy sector. 

•SGI de-risks its overall portfolio by selling more Coronavirus exposed stocks as the virus spreads. 

•3/18/20, while not the low, marks when appetite towards different sectors, factors, and stocks begin. 

2: 2/19/20 –
3/18/20

•A rally begins.  Airlines, cruise lines, hotels & oversold highly volatility stocks skyrocket, e.g., up 50%, 60%, 80%+.

•Defensive sectors such as Utilities, Staples, and Health Care lag. Low volatility as a factor underperforms. 

•Stimulus and Fed accommodation reduce some fear. 

•Infection Rate in the U.S. begins to climb.

•SGI continues to take a Managed Risk Approach, with Multi-Factor Investing & Active ESG downside management.

3: 3/19/20 –
3/25/20

Return Daily Volatility

1 12/31/19 through Market Peak (2/18/20) 5.08% 0.71%

2 2/19/20 through 3/18/20 -29.05% 5.35%

3 3/19/20 through 3/25/20 3.27% 5.34%

S&P 500 

On 3/26 the market continued higher, but defensive sectors led the way…. The 4th period has started.



The SGI Multifactor Process
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SGI Utilizes a Dynamic Flexible Process
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Rolling 30 Day Correlations Between SGI US LC to Low Volatility, Multifactor, and the S&P 500

SGI US LC vs SPLV (S&P 500 Low Vol) SGI US LC vs SCIU (S&P 500 Multifactor) SGI US LC vs S&P 500

• SGI US Large Cap Equity attempts to outperform the S&P 500 Index® with lower risk

• This approach has led SGI to have varying correlations to the low volatility factor, multi factor, and to the S&P 500 Index®.

• Since 2017 the average 30-day correlation for SGI US Large Cap Equity to: 

• Low Volatility Factor: 83.3% 

• Multi-factor: 88.2% 

• S&P 500 Index®: 87.8%  

• SGI is designed to be a dynamic - Dynamic risk targeting and multi-factor exposure & Active ESG Downside Management
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Record Volatility
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A Tale of 3 Periods
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Period 1: 12/31/19 - 2/18/20 (Peak) 

Return Daily Volatility

SGI US Large Cap 5.58% 0.472%

S&P 500 Low Volatility (SPLV) 5.84% 0.499%

Global X Scientific Beta (SCIU) 4.18% 0.600%

S&P 500 5.08% 0.713%

12/31/19 through Market Peak (2/18/20)

Return Daily Volatility

S&P 500 Index 5.08% 0.713%

S&P 500 Communication Services 6.51% 0.763%

S&P 500 Consumer Staples 2.56% 0.502%

S&P 500 Consumer Discretionary 6.40% 0.710%

S&P 500 Energy -8.92% 1.288%

S&P 500 Financials 1.09% 0.875%

S&P 500 Health Care 2.10% 0.812%

S&P 500 Industrials 3.25% 0.914%

S&P 500 Information Technology 12.08% 1.125%

S&P 500 Materials -1.49% 1.036%

S&P 500 Real Estate 6.61% 0.800%

S&P 500 Utilities 8.59% 0.611%

12/31/19 through Market Peak (2/18/20)

• SGI performed well during this period as

low volatility was in favor.

• SGI’s quantitative models had positioned

the strategy to lean more towards the

low volatility factor than usual.

• As expected, both SGI and the low

volatility factor had significantly lower

risk than the benchmark.

• Technology and Utilities were the

leading sectors.
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Period 2: 2/19/20 – 3/18/20 

Return Daily Volatility

SGI US Large Cap -23.50% 4.610%

S&P 500 Low Volatility (SPLV) -26.38% 5.376%

Global X Scientific Beta (SCIU) -32.61% 5.163%

S&P 500 -29.05% 5.346%

2/19/20 through 3/18/20

Return Daily Volatility

S&P 500 Index -29.05% 5.346%

S&P 500 Communication Services -26.05% 4.722%

S&P 500 Consumer Staples -13.87% 4.705%

S&P 500 Consumer Discretionary -32.37% 4.769%

S&P 500 Energy -56.19% 7.018%

S&P 500 Financials -38.55% 6.568%

S&P 500 Health Care -19.40% 4.541%

S&P 500 Industrials -35.92% 5.263%

S&P 500 Information Technology -28.06% 6.170%

S&P 500 Materials -31.84% 5.200%

S&P 500 Real Estate -29.30% 6.000%

S&P 500 Utilities -21.70% 5.650%

2/19/20 through 3/18/20

• COVID-19 begins to wreak havoc in the

U.S.

• This wave was marked by a steep decline

in oil and drop in yields.

• Defensive sectors did quite well as

utilities, staples, and health care led the

way.

• Early in this period SGI began to get more

defensive, which resulted in SGI having

significantly lower volatility than the

market and the low volatility factor.

• This is when we begin to see the low

volatility factor not showing reduced risk,

and the benefits of active management

shine.
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Period 3: 3/19/20 – 3/25/20 

Return Daily Volatility

SGI US Large Cap -3.93% 4.379%

S&P 500 Low Volatility (SPLV) -2.07% 6.508%

Global X Scientific Beta (SCIU) 5.13% 5.585%

S&P 500 3.27% 5.343%

3/19/20 through 3/25/20

Return Daily Volatility

S&P 500 Index 3.27% 5.343%

S&P 500 Communication Services 0.57% 3.891%

S&P 500 Consumer Staples -7.60% 4.229%

S&P 500 Consumer Discretionary 10.88% 4.234%

S&P 500 Energy 22.29% 8.383%

S&P 500 Financials 7.51% 7.230%

S&P 500 Health Care -2.54% 5.079%

S&P 500 Industrials 8.02% 7.428%

S&P 500 Information Technology 5.29% 5.507%

S&P 500 Materials 6.99% 6.521%

S&P 500 Real Estate -0.06% 6.234%

S&P 500 Utilities -6.21% 7.861%

3/19/20 through 3/25/20

• There was an abrupt rotation out of those

safer sectors and back into the beaten down

areas of the market.

• Energy, despite oil still trading in the low

20’s, gained 22%. SGI maintains little to no

energy exposure.

• Utilities, staples and health care decline in

this period.

• SGI underperforms as its defensive posture

in risk and in sectors detracts.

• The low volatility factor underperforms the

S&P 500 with heightened risk.

• SGI, due to its multi factor approach and

holistic management of risk, continues to

provide lower risk.
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Entire Market Decline: 2/19/20 – 3/25/20 

Return Daily Volatility

SGI US Large Cap -26.50% 4.480%

S&P 500 Low Volatility (SPLV) -27.90% 5.491%

Global X Scientific Beta (SCIU) -29.15% 5.268%

S&P 500 -26.74% 5.318%

Peak (2/19/20) to Current (3/25/20)

Return Daily Volatility

S&P 500 Index -26.74% 5.318%

S&P 500 Communication Services -25.63% 4.537%

S&P 500 Consumer Staples -20.42% 4.542%

S&P 500 Consumer Discretionary -25.01% 4.861%

S&P 500 Energy -46.43% 7.862%

S&P 500 Financials -33.93% 6.734%

S&P 500 Health Care -21.45% 4.547%

S&P 500 Industrials -30.77% 5.794%

S&P 500 Information Technology -24.26% 6.027%

S&P 500 Materials -27.07% 5.505%

S&P 500 Real Estate -29.35% 5.954%

S&P 500 Utilities -26.57% 5.965%

Peak (2/19/20) to Current (3/25/20)

• As we put the entire market decline in

perspective it is clear that a passive low

volatility exposure would have been a

disappointment.

• The Low volatility underperformed while

exhibiting higher risk than the

benchmark. In fact, the multi factor

approach also underperformed.

• However, despite these headwinds SGI

was able to outperform due to its multi

factor process combined with targeted

risk management.

• Even more impressively, SGI was able to

maintain its low risk mandate in this

market environment.
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YTD: 12/31/19 – 3/25/20

Return Daily Volatility

SGI US Large Cap -22.40% 2.999%

S&P 500 Low Volatility (SPLV) -23.69% 3.643%

Global X Scientific Beta (SCIU) -26.19% 3.514%

S&P 500 -23.01% 3.548%

YTD through 3/25/20

Return Daily Volatility

S&P 500 Index -23.01% 3.548%

S&P 500 Communication Services -20.79% 3.066%

S&P 500 Consumer Staples -18.38% 3.004%

S&P 500 Consumer Discretionary -20.22% 3.257%

S&P 500 Energy -51.21% 5.277%

S&P 500 Financials -33.21% 4.478%

S&P 500 Health Care -19.80% 3.048%

S&P 500 Industrials -28.52% 3.885%

S&P 500 Information Technology -15.11% 4.052%

S&P 500 Materials -28.16% 3.694%

S&P 500 Real Estate -24.68% 3.972%

S&P 500 Utilities -20.26% 3.952%

YTD through 3/25/20



Active Fundamental Coronavirus 
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Coronavirus Fundamental Sells

Yum, which operates primarily a portfolio of 
fast food, was identified as a company with 

increased Coronavirus risk due to its revenue 
exposure in China. 

YUM was rated a “Sell” on 1/27/2020.

Yum Brands (YUM) vs S&P 500

These examples do not represent a buy or sell recommendation. The examples are indicative of our fundamental investment process and are subject to change. Date as of 03/25/20 

Total Return Daily Volatility

Yum Brands -29.9% 5.07%

S&P 500 -23.4% 4.15%
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Coronavirus Fundamental Sells

This company owns and operates cruise ships. 

LIND was rated a “Sell” on 2/26/2020.

Lindblad Expeditions (LIND) vs the Russell 2000

These examples do not represent a buy or sell recommendation. The examples are indicative of our fundamental investment process and are subject to change. Date as of 03/25/20 
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Total Return Daily Volatility

Lindblad Expeditions -61.6% 14.84%

Russell 2000 -28.4% 6.50%
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Coronavirus Fundamental Sells

VF Corp is an apparel retailer with a strong 
portfolio of brands. VFC has a significant 

portion of their revenue in China and their 
stores were shutting down. 

VFC was rated a “Sell” on 1/27/2020.

VF Corp (VFC) vs S&P 500

These examples do not represent a buy or sell recommendation. The examples are indicative of our fundamental investment process and are subject to change. Date as of 03/25/20 
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Total Return Daily Volatility

VF Corp -29.1% 5.27%

S&P 500 -23.4% 4.15%
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Coronavirus Fundamental Sells

Skywest is an airline operating primarily in 
the United States, Canada, Mexico, and the 

Caribbean. 

SKYW was rated a “Sell” on 2/25/2020.

Skywest (SKYW) vs the Russell 2000

These examples do not represent a buy or sell recommendation. The examples are indicative of our fundamental investment process and are subject to change. Date as of 03/25/20 

0

20

40

60

80

100

120

25-Feb-20 3-Mar-20 10-Mar-20 17-Mar-20 24-Mar-20

G
ro

w
th

 o
f $

1
0

0

SKYW Russell 2000

Total Return Daily Volatility

Skywest -48.6% 17.17%

Russell 2000 -29.2% 6.34%
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Coronavirus Fundamental Sells

Choice Hotels franchises hotel properties 
worldwide.

CHH was rated a “Sell” on 1/27/2020.

Choice Hotels (CHH) vs S&P 500

These examples do not represent a buy or sell recommendation. The examples are indicative of our fundamental investment process and are subject to change. Date as of 03/25/20 
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Total Return Daily Volatility

Choice Hotels -29.4% 5.37%

S&P 500 -23.4% 4.15%



This document is intended exclusively for the use of the person to whom it has been delivered and it is not to be reproduced or redistributed to any other person. Distribution
is strictly prohibited without the express written approval of Summit Global Investments.

This document has been provided to you solely for information purposes and does not constitute an offer or solicitation of an offer or any advice or recommendation to
purchase any securities or other financial instruments and may not be construed as such. The factual information set forth herein has been obtained or derived from sources
believed to be reliable but it is not necessarily all-inclusive and is not guaranteed as to its accuracy and is not to be regarded as a representation or warranty, express or
implied, as to the information’s accuracy or completeness, nor should the attached information serve as the basis of any investment decision.

The returns stated may differ due to certain charges and other factors not included here. Factors may include, but are not limited to, the choice of custodian used, fees and/or
transaction charges taken out by the custodian, timing of your investment, timing of trades by the custodian and when fees are deducted from your account. Where SGI acts
as a model manager these factors and others explained in SGI’s ADV may affect your return. Any and all portions of historical data reflecting modeled returns are not results
of an actual investment portfolio but are for illustrative purposes only. Hypothetical and model returns differ from actual returns in that they can be prepared with the
benefit of hindsight and do not reflect the effects of actual trading on real-time decisions. The returns do not reflect the impact and expenses of trade executions, investment
management fees of Summit Global Investments or other expenses of an actual account. The model should not be construed as indicative of the future performance of a
portfolio. The data was compiled solely by Summit Global Investments, LLC and has not been independently calculated or verified. Prospective investors will be given the
opportunity to further discuss the model and such data with Summit Global Investments, LLC. Past performance is no guarantee of future results.

There is no guarantee, express or implied, that long-term return and/or volatility targets will be achieved. Realized returns and/or volatility may come in higher or lower than
expected. No representation is being made that any fund or account will or is likely to achieve profits or losses similar to those shown herein. In fact, there are frequently
sharp differences between hypothetical performance results and the actual results subsequently realized by any particular trading program. One of the limitations of
hypothetical performance results is that they are generally prepared with the benefit of hindsight. In addition, hypothetical trading does not involve financial risk, and no
hypothetical trading record can completely account for the impact of financial risk in actual trading. For example, the ability to withstand losses or adhere to a particular trading
program in spite of trading losses are material points which can adversely affect actual trading results. The hypothetical performance results contained herein represent the
application of the quantitative models as currently in effect on the date first written above, and there can be no assurance that the models will remain the same in the future
or that an application of the current models in the future will produce similar results because the relevant market and economic conditions that prevailed during the
hypothetical performance period will not necessarily recur. There are numerous other factors related to the markets in general or to the implementation of any specific trading
program which cannot be fully accounted for in the preparation of hypothetical performance results, all of which can adversely affect actual trading results. Hypothetical
performance results are presented for illustrative purposes only.

Consultants supplied with gross results are to use this data in accordance with SEC, CFTC, NFA or the applicable jurisdiction’s guidelines. There is a risk of substantial loss
associated with investing. Before investing, investors should carefully consider their financial position and risk tolerance to determine if the proposed investment is
appropriate. Diversification does not eliminate the risk of experiencing investment losses.

Disclaimer

Summit Global Investments (SGI)
620 South Main Street  Bountiful UT 84010  USA

www.summitglobalinvestments.com
21

Disclosures

http://www.summitglobalinvestments.com/

