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How much can happen in eleven days?

o | wrote a post on how the Corona Virus was playing out
in markets on February 26, two days into the market
going into convulsion.

0 | said that analysis was a work in progress, that | would
revisit as we learned more about the virus and its
economic conseguences.

o Eleven days later, we don't have clarity but while we
have only a little more information on both the virus
itself, but we do have substantially more data on what
the market reaction has been. In this post, | will spend
more time on the market damage, looking at where it
has been greatest, seeking clues for the future.



1. Updating the news on the virus: Its global
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And there is uncertainty about its evolution and

lethality...
A
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Note: Average case-fatality rates and transmission numbers are shown. Estimates of case-fatality rates can
vary, and numbers for the new coronavirus are preliminary estimates.



Il. Markets: US Equity Indices — February 14,

2020 — March 6, 2020
I S

US Stocks: February 14 to March 6 - Relative Performance
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l. From percent to dollars.. And regionally
N

Percentage Change in Stock Prices (Individual Stocks)
Region Number of firms | Mkt Cap (3/6) | Mkt Cap (2/14) | Change in Mkt Cap | % Change | First Decile |First Quartile| Median | Third Quartile |Ninth Decile
Africa 794 $518,006 $582,116 -$64,110 -11.01% | -20.09% | -12.06% | -4.64% 0.00% 4.83%
Asia w/o China 12,439 96,714,742 | $7,327,266 -$612,523 -.36% | -21.63% | -14.21% |-6.95% | -1.45% 3.88%
Australia & NZ 1723 $1,401,949 | $1,619,840 -$217,891 -13.45% | -30.35% | -22.17% |-13.61%| -4.95% 2.91%
Canada 2,660 $2,091,165 $2,282,214 -$191,048 -8.37% | -28.06% | -18.67% |-9.65% | -0.72% 15.32%
China 6,413 $14,415,138 | 514,039,275 $375,863 268% | -9.73% | -330% |4.34% | 11.99% 20.70%
EU & Environs 5,651 $12,356,715 | $13,701,496 -$1,344,781 -0.81% | -23.44% | -15.85% |-8.48% | -1.21% 4.77%
Eastern Europe & Russia 560 $699,502 $819,837 -$120,336 -14.68% | -21.87% | -16.95% |-8.04%| -1.02% 4.09%
Japan 3,852 95,485,757 | $6,057,236 -$571,478 9.43% | -2267% | -17.63% |-12.88%| -7.52% -2.02%
Latin America & Caribbean 1,047 92,079,618 | $2,380,766 -$301,148 -12.65% | -25.40% | -18.28% |-10.59%| -3.39% 1.48%
Middle East 1,454 $3,018,921 $3,100,789 -$81,869 -2.64% | -18.18% | -12.12% |-6.84% | -1.35% 2.94%
UK 1232 52,687,872 $3,070,102 -$382,230 -12.45% | -26.60% | -19.62% |-12.32%| -5.17% 0.93%
United States 7,091 $31,905,592 | $35,760,425 -$3,854,833 | -10.78% | -28.95% | -18.39% |-9.74% | -0.28% 12.56%
Global 44,916 983374977 | 590,741,362 57,366,385 | 8.12% | -23.26% | -15.31% |-7.28% | 0.00% 10.06%




lla. A Sector Breakdown

Sector Number of firms | Mkt Cap (3/6) | Mkt Cap (2/14) | Change in Mkt Cap |% Change
Communication Services 2,152 6,788,543.7 7,394,272.8 -$605,729 -8.19%
Consumer Discretionary 6,049 9,229,654.0 10,167,731.1 -$938,077 -9.23%
Consumer Staples 2,885 6,888,624.3 7,143,300.8 -$254,677 -3.57%
Energy 1,765 5,306,927.7 5,940,350.5 -$633,423 -10.66%
Financials 5,020 13,372,892.5 14,997,205.3 -$1,624,313 -10.83%
Health Care 4,074 8,540,646.5 8,982,522.7 -5441,876 -4.92%
Industrials 7,756 9,246,717.6 10,198,421.4 -$951,704 -9.33%
Information Technology 5,697 12,442,530.6 13,649,410.8 -$1,206,880 -8.84%
Materials 5,924 4,630,483.3 5,002,800.8 -$372,318 -7.44%
Real Estate 2,658 3,841,071.9 4,055,519.9 -$214,448 -5.29%
Utilities 913 3,081,973.3 3,208,134.1 -$126,161 -3.93%




Il. Best and Worst Performing Industries in US

Worst Performing Industry Groups
Industry Group Number of firms | Mkt Cap (3/6) | Mkt Cap (2/14) | Change in Mkt Cap (% Change

Air Transport 17 $90,846 $128,708 -$37,862 -29.42%
Hotel/Gaming 60 $219,827 $302,922 -$83,095 -27.43%
Oilfield Svcs/Equip. 137 $188,978 $252,670 -$63,693 -25.21%
Broadcasting 28 $65,629 $87,535 -$21,906 -25.03%
Insurance (Life) 25 $149,810 $193,521 -$43,711 -22.59%

Best Performing Industry Groups
Industry Group Number of firms | Mkt Cap (3/6) | Mkt Cap (2/14)| Change in Mkt Cap |% Change

Precious Metals 59 54,765.17 48,472.47 $6,293 12.98%
Retail (Grocery and Food) 10 40,154.88 36,003.74 $4,151 11.53%
Drugs (Biotechnology) 453 929,451.85 934,115.29 -$4,663 -0.50%
Tobacco 11| 220,620.12 225,648.19 -$5,028 -2.23%
Utility (Water) 14 46,530.53 48,127.36 -$1,597 -3.32%




II1. Size Classes
I

Percentage Change in Stock Prices (Individual Stocks)
Size Classes | Number of firms| Mkt Cap (3/6) | Mkt Cap (2/14) | Change in Mkt Cap | % Change|First Decile |First Quartile| Median | Third Quartile |Ninth Decile
Bottom decile 4,087 13,525.8 13,207.8 §318.03 241% | -29.63% | -18.83% |-7.73% | 0.42% 17.20%
2nd decile 4,085 41,360.1 44310.5 -$2,950.42 -6.66% | -26.42% | -17.07% |-7.75%|  0.00% 8.46%
3rd decile 4,076 92,845.8 100,366.7 -$7,520.93 -14%% | -24.28% | -16.22% |-1.59% | -0.90% 6.00%
4th decile 4,099 181,774.7 192,336.6 -$10,561.90 -5.49% | -22.86% | -15.08% |-7.68% | -1.67% 3.81%
5th decile 4,083 331,151.4 351,715.3 $20563.88 | 5.85% | -22.16% | -15.34% |-7.92% | -2.21% 2.96%
6th decile 4,092 647,722.0 684,941.7 -$37,219.70 5.43% | -21.66% | -15.09% |-8.12%| -1.46% 4.96%
Tth decile 4,088 1313,047.0 | 13298751 -$16,328.10 -1.27% | -20.65% | -13.94% |-5.73%|  3.66% 13.61%
8th decile 4,086 2,594616.8 | 2,682,034.5 S87417.70 | 3.26% | -20.38% | -13.44% |-5.12% |  5.65% 15.67%
9th decile 4,088 6,474,202.7 | 6,890,834.3 941663160 | -6.05% | -21.13% | -14.51% |-7.22%| 132% 10.72%
Top decile 4,088 71537,186.6 | 78450,853.6 | -$6,913,667.00 | -8.81% | -2059% | -14.88% |-8.95% | -2.55% 3.74%



IVa. Momentum Classes

% Price Change in

year before 2/14 | Number of firms | Mkt Cap (3/6) | Mkt Cap (2/14) | Change in Mkt Cap |% Change
Worst Performers 3,935 $577,301 $527,760 549,542 9.39%
2nd decile 3,936 $1,780,900 $1,822,320 -$41,420 -2.27%
3rd decile 3,934 $2,753,831 $2,917,119 -$163,288 -5.60%
4th decile 3,937 $5,251,215 $5,766,805 -$515,590 -8.94%
5th decile 3,936 $5,762,155 $6,353,406 -$591,251 -9.31%
6th decile 3,935 $5,968,156 $6,707,690 -$739,534 -11.03%
7th decile 3,936 $11,068,927 $12,276,461 -$1,207,534 -9.84%
8th decile 3,935 $17,281,432 $19,090,339 -$1,808,907 -9.48%
9th decile 3,936 $19,545,825 $21,349,685 -$1,803,860 -8.45%
Best Performers 3,936 $9,695,887 $10,314,886 -$618,999 -6.00%
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IVb. PE clases

PE Classes | Number of firms | Mkt Cap (3/6) | Mkt Cap (2/14) [hangein MktCaf % Change First Quartile Median Third Quartile
Bottom decile 2,649 2,482,242.9 2,672,189.6 -$189,947 -1.11% -14.74% -1.76% -1.26%
2nd decile 2,649 4,730,484.9 5,249,246.5 -$518,762 -9.88% -14.39% -1.78% -1.90%
3rd decile 2,649 5,123,809.7 5,781,038.7 -$657,229 -11.37% -14.80% -8.23% -2.03%
4th decile 2,650 6,670,968.0 7,486,121.2 -$815,153 -10.89% -14.63% -7.69% -1.70%
5th decile 2,649 6,323,245.4 7,011,477.4 -3688,232 -9.82% -14.37% -1.66% -1.38%
6th decile 2,649 9,899,097.2 10,708,272.1 -$809,175 -1.56% -13.94% -1.24% -0.72%
7th decile 2,650 12,797,866.8 | 13,792,051.9 -$994,185 -1.21% -13.64% -7.16% -0.13%
8th decile 2,649 13,465,323.6 14,682,753.9 -$1,217,430 -8.29% -13.55% -6.58% 1.08%
9th decile 2,649 9,657,579.5 10,236,434.8 -$578,855 -5.65% -13.05% -4,69% 4.20%
Top decile 2,650 6,385,498.6 6,806,965.3 -$421,467 -6.19% -13.01% -4.55% 4.65%
Money Losing 18,423 5,838,860.3 6,314,810.4 -$475,950 -1.54% -17.99% -1.86% 0.00%

11



la. The Rest of the Story — Treasury Rates

US Treasuries: 2/14/20 to 3/6/20

i Maturity | 2/14/20 | 3/6/20
3-month 1.58% 0.45%
2-year 1.42% 0.49%
10-year 1.59% 0.74%
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1b. Gold and Millennial Gold (Bitcoin)

Gold and Bitcoin: The Crisis Test
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1c. O1l and Gas - The Commodity front

Oil and Natual Gas: February 14 to March 6

120.00

100.00

80.00 \

2/14/20| 3/6/20(% Change
50.00 Qil $52.05 | $41.57 | -20.13%
NaturalGas| S 1.84|S 1.73 -5.98%

40.00
20.00

0.00

o ST S S N . Y SR S
® 0 0 o D D W P
RO AR A A a,\“'\ 0,0\ a,\“’\ a,\“\ o,(”\ o,\“’\

Q Q Q Q Q Q Q Q Q Q Q
(V' V' V' V' V' v Vv V' vV V' V'
R A I U A S A A A A A

% 3 a9 o " ) an

SN P PN SN P P P G G A

emmeBrent Crude e Natural Gas

14



Back to Value: Recapping the Drivers
- J

How will earnings growth be affected in

the next year and how much of this
effect will linger for the long term?

v How will fears about
Base year Earnings Expected earnings growth in next 5 years the future affect how
Collective earnings in most recent 12 Expected growth in aggregate earnings from much cash is returned
months on S&P 500 stocks in the index .
by companies?

' /!

. . % of Earnings retuned to investors as
Expected Earnings in Future years dividends & buybacks

y
Expected Cash Flows (E(CF)) in aggregate on the index

Intrinsic Value ofthe | |, . _ E(CF)  E(CF) | E(CF3)  E(CR) E(CFs) E(CFe) Earnings & cash flows
S&P 500 147 @+7r2 QA+ @+n* QA+7r)°>  (r—.0245)(1+71)5 grow at the same level
as the economy forever
Required return for investing in stocks (r)
Risk free Rate Equity Risk Premium
Current 10-year, US treasury bond Market-set number, reflecting the collective
rate fears & risk aversion of all Investors.

Ar 1
How will investor risk aversion be
How willl the risk free rate be affected affected by fear & market sell off?

by flight to safety, fears for the

eocnomy & central bank actions?
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An Earnings Update
- J

Magnitude - Consensus Estimate Trend

Current Qtr Next Qtr Current Year Next Year

(12/2019) (3/2020) (12/2019) (12/2020)

Current 42.00 37.00 163.00 163.00
7 Days Ago 42.00 37.00 163.00 163.00
30 Days Ago 42.50 40.00 163.00 172.00
60 Days Ago 42.50 40.00 163.00 172.00
90 Days Ago 42.50 40.00 163.00 172.00
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A Revaluation

Percent of 2020 Earnings drap recouped by 2025

%Dropin 2020 Earnings |~ 0% 25% 50% 5% | 100%
-5.00% 87788 | 292564 | 297337 | 3021.08 | 3068.76
-10.00% 212641 | 280784 | 288920 | 2970.47 | 3051.68
15.00% 57494 | 269003 | 280496 | 2919.72 | 3034.35
-20,00% 2348 | 257220 | 272064 | 2868.81 | 3016.75
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What to watch for...
I

Indicator

Good for value

Bad for value

T. Bond Rate

Rises to above 1%: Higher long-
term growth

Stays below 1%, and get lower:
Lower long-term growth

VIX

Declines: Lower ERP

Stays elevated or increased:
Higher ERP

Earnings Guidance

Companies maintain guidance &
preserve expected
revenue/earnings numbers

Companies continue to
withdraw guidance and lowering
expected numbers.

Cash Flows

Companies continue to increase
dividends & stay with planned
buybacks.

Companies announce dividend
cuts & scaling back of planned
buybacks

18



And what happens to stocks is less important

than...
e

o As | write this analysis of how the virus can affect stock
market values and portfolio returns, | am aware that
there is a human toll that it is taking that makes any
market effects seem trivial.

o If | were given the choice, | would trade a large market
drop for a small loss of lives and a quick passing of the
Virus.

0 At times like these, | am reminded again of the fragility
of life and the importance of good health and family. Be
well, Godspeed, and please wash your hands!
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