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WILL HISTORY REPEAT ITSELF?

Jeremy Schwartz — Global Chief Investment officer
04/21/2020

Last Friday we spoke with Ryan Detrick, Senior Market Strategist at LPL, on our Behind
the Markets podcast. This was a great conversation on the macro situation and technical
market dynamics around the world with historical analogies.

Detrick uses historical patterns and quantifiable data to justify investment decisions.

Markets had the fastest 30% correction and the fastest 27% bounce back in the Tast 15
days.

Detrick spoke about a 50-year pattern, with viruses breaking out in 1918, 1968 and now
in 2020. In both 1918 and 1968, the markets Tost between 33% and 36%, and now in 2020
the S&P 500 fell about 34%, right in 1line with both pandemics.

Time for a Retest of the Bottom?

e Detrick believes there 1is usually a retest of the market bottom. After the great
crash in october 1987, the market broke Tows that December before continuing higher
in 1988.

e October 2002 had a good-sized bottom, but it had another low in March 2003.

e October 2008 featured the Lehman bankruptcy, and while markets bounced 1into
December, there was a flush down and markets didn’t bottom until March 2009.

e Detrick is careful to say we are not completely out of the woods, and he would not
be surprised to see a pullback of 8%-12% in the short run.

one of the charts Detrick is watching comes from the Bank of America Global Fund Manager
survey that shows fear 1is historically high, and there is a record amount of cash in
institutional fund managers’ portfolios.

FMS Investors Overweight Cash Like Never Before
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Sources: BofA Global Fund Manager Survey, Bloomberg.
will This Be the sShortest Recession Ever?

Detrick believes this will be the shortest recession ever, as the government caused it
and will also help rectify it. A parallel to this government-inflicted recession is when
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Paul Volker caused a recession in the early 1980s by hiking rates to cause inflation,
and it only lasted six months.

Detrick’s team is positioning portfolios in the following ways:
e Large caps over small caps
e Technology and health care as the leading sectors

e China technology in particular, since this area 1is holding up well 1in emerging
markets

This was a great conversation. Please Tisten to the full episode below.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

For more investing insights, check out our Economic & Market outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Correction : A drop of 10% or greater in an Index or stock from a recent high.

Interest rates : The rate at which interest is paid by a borrower for the use of money.

Inflation : Characterized by rising price levels.

Large-Capitalization (Large-Cap) : A term used by the investment community to refer
to companies with a market capitalization value of more than $10 billion. Large cap is
an abbreviation of the term “large market capitalization”. Market capitalization is
calculated by multiplying the number of a company’s shares outstanding by its stock

price per share.

small caps : new or relatively young companies that typically have a market
capitalization between $200 million to $2 billion.
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