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Sample Portfolio Stress Test

Portfolio Holdings Potential Downside Risk

Upside Scenarios Downside Scenarios
Scenario: Portfolio

Return:
Inflation: Pricing Pressures Ease 10.6%
What if recent oil price gains abate, keeping inflation at 
reasonable levels in the US?

Inflation: Symmetric Inflation 5.6%
What if the Fed allows inflation to run a bit above target 
to make up for prolonged periods of low inflation?

Rising Interest Rates: 1994 Bond Crash 2.8%
This is a historical scenario capturing the changes in the 
economy from Oct 1993 to November 1994, when 10 
year treasury rates rose from 5.3% to 8%.

Rising Interest Rates: Growth Driven 2.6%
What if strong economic growth prompts the Fed to keep 
raising rates, bringing interest rates up 2-3%?

Scenario: Portfolio
Return:

Past Crashes: Financial Crisis - Max Draw 
Down

-46.4%

This scenario covers the global financial crisis from the top 
of the market in late 2007 until the market lows of early 
2009, and examines the max draw downs of key levers over 
that timeframe.

Past Crashes: Financial Crisis 9/1/08 - 3/9/09 -44.1%
This scenario covers the timeframe from September 1, 2008 
through March 9th, 2009, and measures the historical 
change of each lever over those dates.

Past Crashes: 2000 Nasdaq Cut in Half -27.0%
This scenario covers the Dot-Com bubble crash, which 
begins at the peak of the Nasdaq in March 2000 and 
continues for an entire year, as the Nasdaq tumbled.

Inflation: Outpaces Fed Moves -19.6%
What if the Fed falls behind in controlling inflation, allowing 
to rise well beyond the 2% target?

Past Crashes: October 1987 Market Crash -14.3%
This scenario covers the timeframe from October to early 
November of 1987, which includes the Black Monday crash.

Past
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Scenario: Portfolio
Return:

Rising Interest Rates: Commodities Inflation -10.6%
What if rising inflation forces the Fed to raise interest rates 
rapidly, resulting in an inverted yield curve?

Rising Interest Rates: Wage Inflation -4.9%
What if the economy is nearing the top of the business cycle, 
and wage gains keep the Fed on a path of steady rate 
increases?

Past Crashes: Financial Crisis - Max 
Draw Down
Description:
This scenario covers the global financial crisis from the 
top of the market in late 2007 until the market lows of 
early 2009, and examines the max draw downs of key 
levers over that timeframe.

Outcome:
• This outcome uses the max drawdown of all levers 

for the overall crisis.
• The 2008 financial crisis led the world into a global 

recession
• Though the crisis officially ended in mid-2009, the 

crippling after effects are still being felt today

Timeframe:
6 Months

Scenario Progress:
0% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 0.79% -2.06%

CPI 2.53% -1.64% -4.17%

EUR $1.14 $0.92 -19.63%

Gold $1240 /oz $902.8 -27.19%

Oil $51.49 /barrel $-7.01 -113.61%

Retail Sales 4.57% -4.43% -9%

S&P 500 2633.08 1,140.65 -56.68%

Unemployment 3.7% 8.7% +5%

US GDP Growth 3.04% -3.96% -7%

US Home Prices 205.82 (2000 
= 100) 205.63 -0.09%

USD 96.81 (Index 
Value) 110.41 +14.05%

Portfolio Impact margin of error +/-2.33%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 53.63 Pct Change: -46.4%
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Past Crashes: Financial Crisis 9/1/08 
- 3/9/09
Description:
This scenario covers the timeframe from September 1, 
2008 through March 9th, 2009, and measures the 
historical change of each lever over those dates.

Outcome:
• This scenario outcome reflects the economic 

movements between Sept. 1, 2008 and March 9th, 
2009.

• For monthly and other less granular levers, the 
nearest time period is used

Timeframe:
6 Months

Scenario Progress:
0% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 2.01% -0.84%

CPI 2.53% -0.41% -2.94%

EUR $1.14 $1.01 -11.39%

Gold $1240 /oz $1420 +14.52%

Oil $51.49 /barrel $10.09 -80.4%

Retail Sales 4.57% -1.37% -5.94%

S&P 500 2633.08 1,366.57 -48.1%

Unemployment 3.7% 5.8% +2.1%

US GDP Growth 3.04% -0.18% -3.22%

US Home Prices 205.82 (2000 
= 100) 205.73 -0.05%

USD 96.81 (Index 
Value) 111.21 +14.87%

Portfolio Impact margin of error +/-2.84%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 55.92 Pct Change: -44.1%
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Past Crashes: 2000 Nasdaq Cut in 
Half
Description:
This scenario covers the Dot-Com bubble crash, which 
begins at the peak of the Nasdaq in March 2000 and 
continues for an entire year, as the Nasdaq tumbled.

Outcome:
• The Dot-Com bubble burst in March 2000 when the 

Fed increased interest rates six times
• Only 50% of the dot-coms survived through 2004
• A recession ensued, which was magnified by 9/11

Timeframe:
Historical

Scenario Progress:
0% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 2.25% -0.6%

CPI 2.53% 1.69% -0.84%

EUR $1.14 $0.95 -16.65%

Gold $1240 /oz $1084 -12.58%

Oil $51.49 /barrel $35.29 -31.46%

Retail Sales 4.57% -4.43% -9%

S&P 500 2633.08 2,001.14 -24%

Unemployment 3.7% 4.5% +0.8%

US GDP Growth 3.04% -3.96% -7%

US Home Prices 205.82 (2000 
= 100) 205.74 -0.04%

USD 96.81 (Index 
Value) 108.01 +11.57%

Portfolio Impact margin of error +/-2.71%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 73.01 Pct Change: -27.0%
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Inflation: Outpaces Fed Moves
Description:
What if the Fed falls behind in controlling inflation, 
allowing to rise well beyond the 2% target?

Outcome:
• The Fed could fall behind if it continues to allow 

inflation to rebound, as CPI has already passed 2.5%
• CPI in the 4% range would force the Fed to act, 

which in turn could cause a correction in equities 
markets

Timeframe:
1 Year

Scenario Progress:
7% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 3.05% +0.2%

CPI 2.53% 4.02% +1.49%

EUR $1.14 $1.21 +6.47%

Gold $1240 /oz $1099.59 -11.32%

Oil $51.49 /barrel $59.06 +14.7%

Retail Sales 4.57% 3.88% -0.69%

S&P 500 2633.08 2,137.22 -18.83%

Unemployment 3.7% 4.28% +0.58%

US GDP Growth 3.04% 1.34% -1.7%

US Home Prices 205.82 (2000 
= 100) 205.77 -0.03%

USD 96.81 (Index 
Value) 92.25 -4.71%

Portfolio Impact margin of error +/-2.42%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 80.40 Pct Change: -19.6%
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Past Crashes: October 1987 Market 
Crash
Description:
This scenario covers the timeframe from October to early 
November of 1987, which includes the Black Monday 
crash.

Outcome:
On October 19, 1987 markets unexpectedly fell in a very 
short period of time (-22.61% for the DJIA). No clear 
answer has been found to explain why and how this 
crash happened. Amongst the factors that have been 
identified as potential causes of the crash are computer 
trading failures, market psychology and lack of liquidity.

Timeframe:
10/1987 - 4/1988

Scenario Progress:
0% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 3.09% +0.24%

CPI 2.53% 1.41% -1.12%

EUR $1.14 $1.27 +11.39%

Gold $1240 /oz $1132 -8.71%

Oil $51.49 /barrel $33.49 -34.96%

Retail Sales 4.57% 2.77% -1.8%

S&P 500 2633.08 2,085.4 -20.8%

Unemployment 3.7% 3.4% -0.3%

US GDP Growth 3.04% 3.04% +0%

US Home Prices 205.82 (2000 
= 100) 205.81 -0.01%

USD 96.81 (Index 
Value) 91.21 -5.78%

Portfolio Impact margin of error +/-2.62%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 85.65 Pct Change: -14.3%
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Rising Interest Rates: Commodities 
Inflation
Description:
What if rising inflation forces the Fed to raise interest 
rates rapidly, resulting in an inverted yield curve?

Outcome:
• An unexpected rise in inflation could force the Fed to 

accelerate its tightening of monetary policy
• Rate hikes forced by inflation would have negative 

impacts for both equities markets and bond markets

Timeframe:
1 Year

Scenario Progress:
48% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 3.04% +0.19%

CPI 2.53% 3.7% +1.17%

EUR $1.14 $1.14 +0%

Gold $1240 /oz $1339.84 +8.05%

Oil $51.49 /barrel $65.16 +26.54%

Retail Sales 4.57% 3.72% -0.85%

S&P 500 2633.08 2,345.55 -10.92%

Unemployment 3.7% 4.17% +0.47%

US GDP Growth 3.04% 2.31% -0.73%

US Home Prices 205.82 (2000 
= 100) 205.8 -0.01%

USD 96.81 (Index 
Value) 94.31 -2.58%

Portfolio Impact margin of error +/-1.78%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 89.35 Pct Change: -10.6%
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Rising Interest Rates: Wage Inflation
Description:
What if the economy is nearing the top of the business 
cycle, and wage gains keep the Fed on a path of steady 
rate increases?

Outcome:
• Rising wages at the end of the business cycle could 

pressure S&P earnings growth, leaving equity 
markets relatively flat

• This scenario models a period of sideways 
movement for markets, as the economy digests 
rising rates and a rebalance between wages and 
corporate profits

• Flat yield curve

Timeframe:
1 Year

Scenario Progress:
57% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 3.52% +0.67%

CPI 2.53% 2.95% +0.42%

EUR $1.14 $1.15 +1.13%

Gold $1240 /oz $1224.57 -1.24%

Oil $51.49 /barrel $53.8 +4.49%

Retail Sales 4.57% 4.72% +0.15%

S&P 500 2633.08 2,516.85 -4.41%

Unemployment 3.7% 3.61% -0.09%

US GDP Growth 3.04% 3.04% +0%

US Home Prices 205.82 (2000 
= 100) 205.82 +0%

USD 96.81 (Index 
Value) 96.12 -0.71%

Portfolio Impact margin of error +/-1.30%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 95.14 Pct Change: -4.9%



Sample Portfolio Stress Test

Past

Strategic Financial Group, LLC  |  101 E. 90th Drive Merrillville, Indiana 46410  |  Phone: 219-736-8902

IMPORTANT: The projections generated by HiddenLevers regarding the likelihood of various investment outcomes are hypothetical in nature, do not 
reflect actual investment results, and are not guarantees of future results.

Assumptions on rates of return and standard deviation used in this analysis are based on historical return data for each security and asset class. 
Past performance is no guarantee of future results. Results may vary with each use and over time.

10

Rising Interest Rates: Growth Driven
Description:
What if strong economic growth prompts the Fed to keep 
raising rates, bringing interest rates up 2-3%?

Outcome:
• With unemployment down and inflation tame, the 

Fed has yet to deviate from its rate hike intentions
• A slow, steady stream of rate hikes won't necessarily 

impact the market short term
• Rising rates could compress margins at leveraged 

businesses like utilities and other high-yield plays

Timeframe:
1 Year

Scenario Progress:
86% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 3.23% +0.38%

CPI 2.53% 2.55% +0.02%

EUR $1.14 $1.13 -0.75%

Gold $1240 /oz $1238.29 -0.14%

Oil $51.49 /barrel $52.78 +2.5%

Retail Sales 4.57% 4.82% +0.25%

S&P 500 2633.08 2,691.76 +2.23%

Unemployment 3.7% 3.7% +0%

US GDP Growth 3.04% 3.16% +0.12%

US Home Prices 205.82 (2000 
= 100) 205.83 +0%

USD 96.81 (Index 
Value) 97.5 +0.71%

Portfolio Impact margin of error +/-1.19%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 102.56 Pct Change: 2.6%
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Rising Interest Rates: 1994 Bond 
Crash
Description:
This is a historical scenario capturing the changes in the 
economy from Oct 1993 to November 1994, when 10 
year treasury rates rose from 5.3% to 8%.

Outcome:
This rapid rise in rates hit fixed income investors hard, 
leading to global bond losses of 1.5 trillion over a one-
year timeframe.

Timeframe:
1 Year

Scenario Progress:
0% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 5.73% +2.88%

CPI 2.53% 2.39% -0.14%

EUR $1.14 $1.14 +0%

Gold $1240 /oz $1288 +3.87%

Oil $51.49 /barrel $47.89 -6.99%

Retail Sales 4.57% 5.29% +0.72%

S&P 500 2633.08 2,580.42 -2%

Unemployment 3.7% 2.1% -1.6%

US GDP Growth 3.04% 3.6% +0.56%

US Home Prices 205.82 (2000 
= 100) 205.82 +0%

USD 96.81 (Index 
Value) 98.41 +1.65%

Portfolio Impact margin of error +/-1.57%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 102.80 Pct Change: 2.8%



Sample Portfolio Stress Test

Past

Strategic Financial Group, LLC  |  101 E. 90th Drive Merrillville, Indiana 46410  |  Phone: 219-736-8902

IMPORTANT: The projections generated by HiddenLevers regarding the likelihood of various investment outcomes are hypothetical in nature, do not 
reflect actual investment results, and are not guarantees of future results.

Assumptions on rates of return and standard deviation used in this analysis are based on historical return data for each security and asset class. 
Past performance is no guarantee of future results. Results may vary with each use and over time.

12

Inflation: Symmetric Inflation
Description:
What if the Fed allows inflation to run a bit above target 
to make up for prolonged periods of low inflation?

Outcome:
• The Fed may be able to relax its rate hike schedule 

if it is willing to tolerate slightly above-target inflation
• This scenario assumes that slightly elevated inflation 

is healthy, producing a slight increase in GDP growth

Timeframe:
1 Year

Scenario Progress:
0% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 3.2% +0.35%

CPI 2.53% 2.69% +0.16%

EUR $1.14 $1.16 +1.75%

Gold $1240 /oz $1312 +5.81%

Oil $51.49 /barrel $55.81 +8.39%

Retail Sales 4.57% 4.93% +0.36%

S&P 500 2633.08 2,773.42 +5.33%

Unemployment 3.7% 3.65% -0.05%

US GDP Growth 3.04% 3.26% +0.22%

US Home Prices 205.82 (2000 
= 100) 205.85 +0.01%

USD 96.81 (Index 
Value) 96.01 -0.83%

Portfolio Impact margin of error +/-1.36%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 105.59 Pct Change: 5.6%
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Inflation: Pricing Pressures Ease
Description:
What if recent oil price gains abate, keeping inflation at 
reasonable levels in the US?

Outcome:
• Oil price and other commodity price gains could 

slow, causing inflation to remain at the Fed's target.
• The Fed could maintain a slower pace of rate hikes, 

enabling faster GDP growth.

Timeframe:
1 Year

Scenario Progress:
0% Complete

Macro Impact Current Projected  Change

10Y UST Yield 2.85% 3.5% +0.65%

CPI 2.53% 2.1% -0.43%

EUR $1.14 $1.21 +6.14%

Gold $1240 /oz $1204 -2.9%

Oil $51.49 /barrel $44.83 -12.93%

Retail Sales 4.57% 5.47% +0.9%

S&P 500 2633.08 2,900.07 +10.14%

Unemployment 3.7% 3.58% -0.12%

US GDP Growth 3.04% 3.74% +0.7%

US Home Prices 205.82 (2000 
= 100) 205.87 +0.02%

USD 96.81 (Index 
Value) 91.21 -5.78%

Portfolio Impact margin of error +/-1.80%. Total may include advisory fees
Portfolio Totals: Current Value: 100.00 Value in Scenario: 110.58 Pct Change: 10.6%
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Methodology Used to Generate this Report:

Definitions:

Lever - This software tracks different levers (economic indicators) like CPI, US GDP Growth, and oil prices, and uses movements 
in these levers to define economic scenarios. 

Macro Impact - The macro impact section for each scenario shows the assumptions on how the economic levers will change if 
this scenario occurs. These lever movements drive the model of portfolio performance in the scenario. 

Scenario - A scenario is a representation of a major macro-economic or geopolitical event which has the potential to impact 
investment returns. Scenarios are modeled as a set of up-or-down movements in any of the economic indicators (levers) in the 
system.

Scenario Progress - Each scenario's progress is measured by the change in a key lever defined for the scenario. For example, 
an oil spike scenario might project that oil prices rise to $150/barrel. If oil prices rise toward that level, the scenario's progress will 
rise toward 100% (reached if prices hit $150/barrel). As scenario progress rises, the incremental impact of the scenario 
diminishes.

Timeframe - Each scenario is assumed to play out over the timeframe displayed. The portfolio return projections are the total 
return modeled over that timeframe, including dividends and interest. 

Method:

This report describes one or more potential scenarios, and shows the HiddenLevers-model based performance for the portfolio in 
each scenario. The steps below are performed to generate the projections:

Scenario -> Levers -> Assets (Stocks etc) -> Portfolio Return

A scenario pushes levers up or down, which in turn push assets up or down, which in turn impact a portfolio's modeled return in 
the scenario. As defined above, a scenario is modeled as a set of movements in the levers. Regression analysis is used to 
determine the historical (prior 10 year) relationship between each lever and each asset in the portfolio.

The model is then run 2500 times for each scenario/portfolio combination. In each iteration, the model projects the returns for 
each asset using the historical regression coefficients for each lever, and using the scenario assumptions on how each lever will 
change. The model varies the regression coefficients for each iteration using a normal distribution around their mean (similar to a 
Monte Carlo model's varying of expected returns across iterations), and aggregates the results of the 2500 iterations to find a 
mean portfolio return with a 95% confidence interval. The confidence interval is displayed on the report as "margin of error" for 
each scenario.

Detailed Lever Definitions:
10Y UST Yield: The 10 year treasury yield is used as a benchmark to determine borrowing rates across the economy, including 
in the housing sector, as GSEs like Fannie and Freddie use the 10 year rate as a benchmark in determining wholesale mortgage 
rates.

CPI: Consumer Price Index (CPI-U) Annual Change. The US Inflation rate is measured by the Consumer Price Index, an index 
comprised by a basket of goods determined by the Bureau of Labor Statistics.

EUR: The current exchange rate of Euros to US Dollars, expressed in US Dollars.

Gold: The current price of gold as measured by the last daily settlement price of the COMEX front month gold contract.
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Oil: The WTI (West Texas Intermediate) front-month oil contract is the most commonly used benchmark for the price of oil.

Retail Sales: Annual % change in nominal retail and food service sales, as measured by the US Census Bureau. Since 
consumer spending accounts for roughly two-thirds of the US economy, retail sales is considered among the most important US 
economic indicators.

S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities. There is over USD 2 trillion 
benchmarked to the index, with index assets comprising approximately USD 2 trillion of this total. The index includes 500 leading 
companies and captures approximately 80% coverage of available market capitalization.

Unemployment: The US Unemployment Rate (U-3), as calculated by the United States Bureau of Labor, which includes those 
who are unemployed and have actively looked for work within the last four weeks.

US GDP Growth: US GDP (Gross Domestic Product) is measured by the Bureau of Economic Analysis. Real GDP growth 
(annualized) is reported on each quarter by the BEA.

US Home Prices: The Case-Shiller index, which measures the values of homes in the twenty largest metros in the US relative to 
their value in 2000.

USD: The ICE U.S. Dollar Index (USDX) futures contract is a leading benchmark for the international value of the US dollar and 
the world's most widely-recognized traded currency index. In a single transaction the USDX enables market participants to 
monitor moves in the value of the US dollar relative to a basket of world currencies, as well as hedge their portfolios against the 
risk of a move in the dollar.

Limitations and Assumptions:

This report describes one or more potential scenarios that may or may not occur. Each scenario discussed in this report is 
defined by the economic assumptions listed in the Macro Impact section of each scenario page.

GxWorks LLC does not guarantee that any particular scenario will occur as modeled in this report. GxWorks uses historical 
analysis in the creation of this report, and past performance is not a guarantee of future results. The information contained in this 
report is not to be construed as advice and should not be confused as any sort of advice. Investment professionals should 
consider this report as only a single factor in making their investment decision.
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Disclosures:

The accuracy of this asset allocation tool and its applicability to your circumstances is not guaranteed. Information derived from 
the use of this asset allocation tool should not be used to make investment decisions. You should obtain personal advice from 
qualified professionals. The information provided is not specific investment advice, a guarantee of performance, or a 
recommendation. Rates of return will vary over time, particularly for long-term investments. Investments offering the potential for 
higher rates of return also involve a higher degree of risk. Actual results will vary. Advisory Services offered through Strategic 
Financial Group, LLC (dba SFGI, LLC in Illinois), a Registered Investment Advisor.

GxWorks LLC, providers of the software used to generate this report, makes the following additional disclosures:

GxWorks' mission is to educate and provide useful macro risk analytical tools to help provide data to assist with the investment 
decision process. We rely on financial data, including stock prices, provided by third parties. The data is believed to be accurate, 
but GxWorks does not guarantee or warranty this data. This report is intended only as an informational tool for you and your 
investment advisor, and should not in any way be construed as investment advice by GxWorks. If you make investment decisions 
based on information you receive in connection with this report, you do so at your own risk and neither GxWorks nor its 
employees will be liable for any losses that you may incur. GxWorks LLC, its employees, officers or affiliates, in some instances, 
may have long or short positions or holdings in the securities or other related investments of companies mentioned herein. Users 
of this should conduct their own independent research and due diligence and consult with their investment advisor before making 
any investment decisions or recommendations.



Strategic Financial Group, LLC  |  101 E. 90th Drive Merrillville, Indiana 46410  |  Phone: 219-736-8902

IMPORTANT: The projections generated by HiddenLevers regarding the likelihood of various investment outcomes are hypothetical in nature, do not 
reflect actual investment results, and are not guarantees of future results.

Assumptions on rates of return and standard deviation used in this analysis are based on historical return data for each security and asset class. 
Past performance is no guarantee of future results. Results may vary with each use and over time.

SAMPLE

PORTFOLIO 
STRESS TEST


