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It's always darkest before the dawn
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Itisonethingtounderstandwe areliving through
an unprecedented, pandemic driven economic
downturn, and all together another to learn the
US unemployment rate is 14.7% and that 20.5
million of our fellow Americans lost their jobs in
April. The numbers are shocking, and our hearts
go out to anyone who has been impacted by
COVID-19. Though we recognize and appreciate
this is first and foremost a healthcare crisis, as
investors we must consider what to make of the
economy (in light of the unemployment rate
and jobs report), as well as the stock market
(which is up about 35% from its March 23 low, as
measured by the S&P 500 Index). We think a few
points are worth noting. First, the US economy
is clearly in a recession (even if we won't confirm
that point until we receive Q2 GP data in late
July); second, the jobs report and unemployment

rate are both backward looking, showing us
where the economy was, not where it is;
and third, the US economy likely hit bottom
in April and has begun to turn higher. On
the third point, consider the US economy
was shut in April but is slowly reopening in
May, so the data must get better, even if it
will take some time to recoup the economic
wealth that was destroyed in April. What
is most important is the trajectory of the
economy and we think that is moving
higher. Concerning the stock market, we
have made the point before that the market
is a forward-looking indicator and will trade
ahead of the economic data (good or bad).
We also think the market is reflecting the
herculean—and so far, successful—effort
by the Federal Reserve and the Federal
Government to mitigate the impact of the
pandemic. Finally, there is a point we think
is worth making about the title of this week’s
Weekly Wire, the phrase “It's always darkest
before the dawn,” was coined by English
theologian Thomas Fuller in 1650, and at
the time, the life expectancy in the UK was
about 30 years; today it is about 80 years.
Things don't always move in a straight line,
but history shows that overtime the world
becomes wealthier, healthier, and more
peaceful.
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The COVID-19 pandemic remains the key driver for the economy, financial markets, and confidence. We continue to view this health crisis as more of
a temporary disruption to the economy, where a powerful policy response—both fiscal and monetary—has been put in place to bridge the gap. We
expect the equity market to remain range-bound in the near term as we wait for continued improvement in the COVID-19 data and assess the gradual
reopening of the economy.

SHORT-TERM FACTORS (< 6 months)

CHANGE NEGATIVE POSITIVE

Momentum - Signs recovery is beginning to become more broad-based, but more is needed
Trend - Expect trading range until more clarity on therapeutics and economy reopening
Investor sentiment L Sentiment still leans bearish but not extreme; equity outflows moderated
Seasonality Seasonality neutral in second quarter

INTERMEDIATE-TERM FACTORS (6-36 months)

CHANGE NEGATIVE

POSITIVE

Fiscal policy o Strong response but unclear on speed of implementation and if more is needed
Monetary policy (] Fed all in to support markets and economy; Global central banks taking action
Inflation ([ Global inflation is low and inflation expectations are muted
Interest rate environment - (] Treasury yields remain at low levels but stable; yield curve has normalized
Macroeconomic ) Singificant growth decline in 2Q due to lockdowns to contain COVID-19
Business sentiment (Y CEO confidence likely to remain weak due to virus and election uncertainty
Consumer sentiment Y (] Consumer confidence dropped to levels last seen in 2011
Corporate earnings ([ Global revenues and earnings will be negatively impacted by COVID-19 in 2020
Credit environment Credit environment challenging but Fed has implemented support measures

LONG-TERM FACTORS 36+ months)

CHANGE NEGATIVE

POSITIVE

Valuation &« Equity valuations back at long-term averages after April’'s move higher in prices
Business cycle o US recession expected given disruptions caused by COVID-19
Demographics Mixed - US and emerging markets positive but developed international negative

Source: Brinker Capital. Information is accurate as of April 30, 2020. Themes and specific funds utilized to implement themes are discussed within the context of Brinker Capital's man-
aged asset allocations and are based on current market conditions and constitute Brinker Capital's judgment and opinions, which are subject to change without notice. Past performance
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Far East (EAFE). S&P 500 Index: An index consisting of 500 stocks chosen for market size, liquidity and industry grouping, among other factors. The S&P 500 is designed to be a leading
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