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Could stock markets plunge yet further? Making
sense of the current turmoil
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Q: How does this compare with previous cycles?
The main difference is that it's been faster; the absolute magnitude of the falls
so far is in line with many event-driven bear markets in the past.
Q: What has been the policy response?
Swift and large. Policy has been fast to adjust this time, and we see this as a
large positive and likely to prevent this from becoming systemic.
Q: What is required to stabilize markets?
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Are we there? In our view, there are four components of this: (i) A sign that the
policy intervention is suf?cient to prevent severe second- and third-round
economic shocks; (ii) A sign that the infection rate is reaching a peak; (iii) A
sign that the economic downturn may be slowing; and (iv) Cheap valuations. In
reality, we believe it will be a combination of these, and in some cases there
are already signs these are in place.
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Q: Is this now a 'structural' bear market?
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We don't think so, given the policy in place. However, if this becomes systemic,
(ie, rising unemployment, corporate losses infecting the banking sector and
leading to a large-scale credit squeeze) then the market could have further to
fall; previous structural bear markets saw the market fall by 50% or more, down
another 20-25% from here.
Q: Valuations are low, but can we trust this signal?
Valuation is a necessary but not suf?cient condition for a turn; that said, on
some measures and especially vs. government bonds, equities are the
cheapest they have been historically.
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Q: Will this all lead to in?ation?
This is a common question and, given the large policy packages delivered combined with supply chain disruptions, we
believe this is a risk. However, there are also other factors that may prove 'disin?ationary' more medium-term too, such
as households' and corporates' desire to keep a larger cash buffer or some unwind of the inventory build in certain
sectors of the economy.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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