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COVID-19, What’s Next? More Volatility and Social Distancing.

Have we hit bottom? That is the question on everyone’s mind. I am hopeful we may be getting close. I do not

know. The selling last Thursday had some sense of being climactic. Late in the day Friday, the government
provided details of the plan to counterattack the coronavirus. The market had a swift rally. It was one of the best

of all times.

Today we are experiencing more selling before the market opens. Hopefully the market is hammering out a

bottom. The best thing to do right now is not panic.
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1 - Wuhan govenment confirms dozens of cases of a new virus i u - 2000
2 - First virus-related death reported on January 11, 2020 2050

3 - Wuhan city closed off by authorities 2000
4 - Restrictions on travel from china 6_» I? .
5 - Federal Reserve Reduces Fed Funds Rate by 50 Basis Points <7

6 - Oil Prices Drop Over Saudi-Russian Dispute and the Stock Market Reacts !

7 - WHO Declares coronavirus is Pandemic

8 - Market Reacts the Morning After Trump Announces Travel Restrictions from Europe
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9 - Trump Declares coronavirus is a National Emergency - Public & Private Partnership will Defeat the Threat 2550

10 - (3/15) Fed Announces $700 Billion in Quantitative Easing and a Fed Funds Rate Target of 0% to 1/4%. (pre-market)
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The reduction in business resulting from social distancing will have an unknown impact on the economy. Let’s say
there is a 10 % hit to S&P earnings as a result of the coronavirus. I come up with an earnings number of about
$150 for the S&P 500 in 2020 (assumes S&P 500 earnings of $165 in 2019). If we value the S&P 500 at a
reasonable 16 multiple of earnings, we get a price of 2400. Please understand that this is only a guess. No one yet

knows how big a hit to the economy social distancing will have. Stock prices will continue to be volatile until there
is better clarity as to the extent and length of the coronavirus economic slowdown.

I am hopeful that the market panic may be worse than the actual economic impact of the virus. Time will tell. In
the meanwhile, let’s remember that COVID-19 is temporary. There will be a recovery from this. Take a deep
breath and don’t panic. The market climbs a proverbial "wall of worry.” We have plenty of worry right now. We
will get through this, we always do.
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