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Business Cycle—Stock Market Cycle
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Copyright © 2020 Mérty Schmidt — — Long-Range Growth

Lévelof Output (GDP) or Stock Market Index

Time: Months or Years —»

N https://www.business-case-analysis.com/business-cycle.html
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Asset Class Performance Across Business Cycle Phases
1950-2020

Early Mid MLate MRecession

) II_
0%

-5%

Annual Absolute Return (Avefage)

-10%
Stocks Bonds Cash

) https://institutional.fidelity.com/app/item/RD_13569_40890/business-
cycle-update.html
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Early Mid

Recession

Business Cycle Framework
Cycle Phases  EARLY MID LATE RECESSION

. rebounds (GDP, + Growth peaking + Growth moderating + Faling acthity
1P, employment.) + Credt growth sirong + Credt ightens + Credt dies up

» Cred begns to grow + Proft growth peaks + Eamings under pressure + Profits cecline

= Folloystl slrolube + Inventories, sales grow; equilbrium reached « Inventories grow, sales + Inventories,

« Inveniories low; growth falls sales fal
sales improve

Brazil, India,
Mexico

+
Economic Growth

Relative Performance of
Economically Sensitive Assels
Green = Strong

| (

fun https://institutional.fidelity.com/app/item/RD_13569_40890/business-
cycle-update.html
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Late

Recession

Financials -
Real Estate T
Consumer Discretionary +-
Technology +
Industrials ++
Materials -

Consumer Staples

Health Care -
Energy —
Communication Services

Utilities -

Economically sensitive
sectors may tend to
outperform, while more
defensive sectors have
tended to underperform

! Making marginal portfolio

allocation changes to
manage drawdown risk with

sectors may enhance risk-ad-

justed returns
during this cycle

Moderates

++

+

Defensive and inflation-
resistant sectors tend
to perform better, while
more cyclical sectors
underperform

++
++

++

Since performance is
generally negative in
recessions, investors should
focus on the most defensive,
historically stable sectors.

G https://feresearch fidelity.com/eresearch/markets_Sectors/Sectors/si_

business_cycle.jhtml?tab=sibusiness
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Stock Quickrank 2
All Sectors v | [All Industries v | fprimary Market Quote or company nam:
Snapshot Short Term Long Term Performance
Symbol : Name 2 Stock Sector & Industry Name 3 Market Cap  Dividend Last
(m) ¢ Yield Close
% &

25 25 Metal PCL Basic Materials Steel 3,199.987 7.03 6.40 THB
1 A AJ Plast PCL. ) THE.
AH Aapico Hitech PCL Consumer Cyclical  Auto Parts 7,629.103 2.88 21.50 THB

’m Abico Holdings PCL ‘Consumer Defensive  Moohalic THB |

Uty 11{un’ s W 37w i 5Tud: = nAln)
A9 1s1luso1ndunuinenag(u Consumer
Discretionary iJo:IsU1v
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F&B +8pp
Healthcare +7pp
Commerce +2pp

Lat. on n

Electronic +30pp
Material +25pp
Bank +24pp
Petrochemical +16pp
Property +15pp

ISM Peak

ISM Trough

Early Expansion

Petrochemical +55pp
Agribusiness +18pp
Energy +12pp
Commerce +11pp
Electronic +5pp T

Late Expansion

Commerce +32pp
F&B +18pp
Utilities +18Bpp
Telecom +15pp
Energy +10pp

Bull Steepening
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Strategies for every phase of the cycle

Early cycle Mid cycle Late cycle Down cycle

Lovorago ~

Valuation Focused

This chart is for illustrative purposes only. Source: Fidelity Strategic Advisers, Inc.
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SiamQuant

PEAD phenomenon in Thailand
Before After

Percentile

1

{

Cumulative Return

KR

N https://www.siamquant.com/post-earning-announcement-drift-pead/
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