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PREVIEWING THE GENERAL ELECTION AND BEYOND
In aur apinian, the medical, economic, and markel outcome of
COMID-19 will be a significant factor in the 2020 election. Should
economic and health conditions continue to deteriorate, we
expect a rise In expectations that Joe Biden captures the White
House and a rise in the probability of an all-Democratic
gavernment. While he would swing the agenda away from the
current Trurmp agenda [which has been recaived positively by the
market cver the past four years), Biden is generally viewed as
pramoting policy goals fram the political mainstream and could
easlly push more fiscal stimulus. This would be viewed as having
a neutral to positive impact on the market compared to the
prospect of @ Sanders presidency (which weighed on markels
earlier this vear). Should COVID-19 avoid the worsl-cass scenarios
and the economy/market have a significant recovery in the latter
nall of the year, the momenturm is likely to swing back toward
President Trump. The bigguestion will cantinue Lo be the effect of
the current uncertainty on suburban volers. Incumbents are
raditionally viewed as the safer chaice, but Biders familiarity
may upend this calculation as we expect a "retum to normalcy” Lo
be the primary message of the Biden general election campaign.

I terms of a second Lerm for President Trump, the initial reaction
would be that thisis a positive for the market should we ses post-
COVID-19 recovery in the sacond hall of this year. & wave of
momentum could praduce down-ballot impacts that bring back
an all-Republican government. Sentiment would be boasted an
the centinuation of the Trump dersgulatory agenda and stimulus
via additional corporatefindividual tax cuts. Howewver, an open
question would remain as to whether the lack of any additional
electoral checks would produce an unbound and bembastic
President Trump on policy issues, A mitigating lzctor for the
markel bere would be that second-term presidents are motivaled
by their legacy, and, as Trump is especially cognizant of market/
economic metres, his policy objectives should continue to
support a positive environrment for mezero fundamentals,

Biden's strength in the Seuthwill stira debate aboul the potential
down-ballotimpact, The Senate zealsin Alabama, North Caroling,
South Ceroling, and the two seals in Georgia all l=an Republican
or are likely Republican seats 2t this point. We would not be
surprisad il thess elections become maore compeltitive. They are
still 2 reach for Dermocrats, but winning any ane of these would

materially increase the chance of a Democratic Senate majority
after the 2020 election with significant conseguences for the
markats fram a policy perspactive. An economic downtinm
coupled with this scenario would steer the early policy direction
of a Biden presidency. We would expect to see stimulus efforts ta
Jump-start the economy, which could be a positive boost to
infrastructure and unlocking consumer spending via debt relief
e, student leans, medical debt), In Lurn, this could benefit the
housing market by increasing demand 1T debt refief measures
spur @ boorm in housing demand by youngar consumers who
would otherwise have delayed a real estals purchase. Of course,
this would be balanced by potential negalives, such as significant
policy reforms targeting the Health Care, Financlal, and Energy
sectors. A5 we frequently say In Washingten, developments are
never as bad as vou initially fear, or as good as you hope.g

KEY TAKEAWAYS:

« Irv our opinion, the medical, economic, and market
outcome of COVID-1S will be & significant factor
in the 2020 election, Should economic znd heslth
conditions cantinue o deteriorate, we expect & rise
in expectations thalt Joe Biden caplures the White
House and a rise in the probability of an all-Demo-
cratic government.

« Biden is generally viewed as promoting palicy goals
fram the political mainstream and could easily push
mare fiscal stimulus, This would be viewed as having
a neulral Lo pesitive impaet on the market compared
1o the prospect of & Sanders presidency (which
welghed on markels earlier this vear).

Should COWID-19 aveid the warst-case scenarios and
the economy/markel have 2 significant recovery in
the latter half of the year, the momentum [s likely (o
swing hack towards President Trump.
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The COVID-19 outbreak has led to unprecedented volatility and tremendous declines in wealth, butwe have faith
that once the pandemic is defeated, the wild swings in the financial markets will abate and prosperity will return.
But what cannot be so easily recovered is the loss of a job, the loss of a business, or, worst of all, the loss of a loved
one, While it Is our duty to provide timely market insights, please know that now, more than ever, the health and

safety of you and your families is at the forefront of our minds,

The Hubble Space Telescope celebrates its 30th anniversary this
manth. As the first major optical telescope zoaring through space; its
vitality I astronemical discaveries earned it the nickname "window
an the universe” Since s launch fn 1990, it discoveries have
redefined cur knowledge of the universe — from its estimated age
{=13.7 billion years ald) to the two moens dicling Plute. It ability to
caplure clear, concise phatographs is due to s lecation beyond
Earth's atmozphere, where il &= unencurnbered By clouds and
wrbilence The traveling telescope is an excellsnt metaphaor for our
Investment strategy journey, as we ssek lo provide clear, conciee
viewis ina world of Tncessant change and increasing complexities,
Mot getting fixaied on the daily headlines and approaching
investments with 2 long-term view in mind can help avoid parnic
driven partfelio decisions.

Theemergence of the coronavirus as a global pandemic wasa'Black
Suwean’ evenl oulside anyones scope. I discovery douded the near-
termeconomic outlookand crealed unparalleled market turbulence,
A this unprecedented event unfolds, itis aur respansibility to bring
uneenainties into focus and provide pragmatic, insightiul views o
assist ywou in navigating your portiolio during this historically
challenging time.

Wher it comes to the economy — Houston, we have a temporary
problem. The COVID-19 autbreak and its negative economic impacl
are difficult to discern given the inability to deterrine the number of
people infectad, the transmission ratg, and Lhe longevity of the
spread, Bul one thing remains clesr — consumer spending is
collapsing at 2 record pace due to the necessilty for sodlal distancing
- the avoidance of restaurants, dnemas, toursm and spectator
events, Alreacly, many Lhousands of retail stores have shut their
doors, multiple sports have suspended thelr seasons, and over 515
millien students have been impacted by school clesings worldwide,
With consumer spending, which represents up ta 70% of a developed
markel econamy, contracting repidly and  likely remaining
constrained for the next few months, a temporary virus-induced
recession seems Unaveidable With spending in an interim black

Imwestment Strategy Quarterly is intended to commuonicate current economic and capital market informati
icnals, You may contact your Tnanciz| advisor to discuzs the content of this publicarion in the conts

pm
Material pregared by Kavmond Jamsas as a rnesource fov ikswealth managses.

hele, our Healtheare Policy snalyst, Chris Mesking, assigns a 54% znd
0% probability to the US starting to *lurn the cormer,” or realising the
true scope of the heaith crisis and resuming our normal activities, by
Memarial Day (25th May) and the Fourth of July, respectively, IF this
proves prescient, the US economy would likely experience a robust
rebound during the secand hallaf the year, especially if policymakers
cantinue to exhibil a *by any means necessary” approach Lo defeat
this virus,

Mitigating this downside risk to the ecanomy is the beaming up of
policyrmaker response. In the United States, the Federal Reserve
\Fed) has beerand will rermain proactive, Even after implamenting
pwe inter-meeting interest rate cuts — action only taken once in a
blue moon — o recuce interest rates 1o zeto and once again
emplaying massive tillian dallar faciliies, the Fad is stll exploring
ways to make sure the gravity of the situation does naot cause the
ending markets to function ineficiently, Bul the Fed is not alone,
evidenced by 1he all hands on deck effort by central banks around
the world sirmilary easing in a synchrorised fashion. Ower the last six
manths, almaost 80% of central banks have eased policy rates - the
hiphest level sincathe Great Recession. in facl, the average policy rate
armongst the four largest central banks (the Fed, the Europesn
Central Bank, the Bank of England, 2nd the Bank of Japan) has fallen
nta negative territary and sel a new hisionc low. While these
measures cannat cure the health crisis, they should help bocst
canfidence and support a rebound In growth over the medium (o
longer term.

#nd this has been supplemented by record-setting government
stimulus packages that will put money into the hands af consumers,
small businesses and distressed indusinies in hopes of ezsing the
econamic impact af the virus, If the econormy continues to struggle,
we do not rule out additional phases of fiscal stimulus.

With fear driving demand for bonds, yields moving bigher will
continue to exhibit 2 failure to launch scenaro. Uncertainty
surrounding the duration and magnitude of thevirus fuelled a flight
to safety mission that pushed the entire US Traasury yield curne

v along with the informed persp:
ab your cwn Unigue circumstan
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oelow 1% for the firsttime aver. (Mvolatility subsides znd the econemy
riot only stabilises but resumes il upward tajectary in the second
half of the year, we'd expect the 10-year Treasury vield lo remain
around the 1.00%: level come year end. Given the substantial energy
secior and brick znd mortar retaller exposure of high-yield bonds, we
maintain our praference far invastment-grade debt.

After the best year for equities since 2013, the 33% plus corenasinus-
nduced decline has brought investors back down to earth by
encing prolonged depressed |evels of volatility, helghtened levels of
complacency, and the second longest bull market In US history,
However, once fears subside znd the banelits of global monetary
easing are fell, attractive valuations should entice investors back Lo
the equity markets. Therefore, we remain lang-term constructive on
global equities and prefer cyclically-oriented sectors over defensives,
The Information Technology sector should not be 2 falling star, as 1=
secular growth story remains posithve with the anticipated roll-out of
5(G) later this year.

Although along-term positive for the global economy, oil prices have
fallen to levels nol seen since many moons ago. The emergence of
the oil price war betwesn Saudi Arabiaand Russiz, compounding the
dramatic fall-cff in global demand (estimated o be worse than the
2008 and 2009 declines combined) has resulted in prices alwhich the
global oil Industry cannaot sustainably function, Far this reasan, the

1ISQ UK Aprl 2020

orice war s bound to end soon. Further suppaort for ail s embadded
inourexpaciation that aggressive monetary policy 2nd 2 burgeoning
hudget deficit {~53 trillion) will cause the dellar o modestly wesken
throughoul the yvear. Ol will ikely continue Lo tast the 520/b0l level
this quarter, while lock-downs and demand disruptions are the most
severe, befora rebounding towards $45/bbl by year-end,

It doesn’t take a rocket sclentist (o know valatility will be presentin
hoth the near and intermediate erm. Selectivity ramains af the
utrnast importznce and [ust as the take-off end landing of the
rockes are the most critical steps of a flight mission, buying and
selling decisions are criical to the success of a portfolio. Exercise
patience rather than panic, and rely upon your financial advisor and
assel allocalion in order to achieve your long-temm investment gosls,

Please be safe and stay healthy!m
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Development of drugs to treat the diseasa and
vaccines to prevent contraction of the disease
has begun.
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The UK Market and Economy

Chris Bailey, European Strategist, Raymaond
James Investment Services Ltd.
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Continental Europe

Chris Bailey, European Strategist, Raymond
James Investment Services Ltd.
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US Economic Impact
Scott J. Brown, PhD, Chief Economist,

Raymond James
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US Equities
J. Michael Gibbs, Managing Director, Equity
Portiolic & Technical Strategy

Joey Madere, CFA, Senior Portfolio Analyst,
Equity Portfolio & Technical Strategy
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The East Asian Response

Chris Bailey, European Strategist, Raymond
Jdames Investment Services Ltd,
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Fixed Income Solutions
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Oil Markets

Pavel Molchanov, Director, Energy Analyst,
Equity Research
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Drop in Oil Demand
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On the Ropes to Presumptive Nominee:
Biden’s Historic Resurgence

Ed Mills, Managing Director, Washington Policy Analyst, Equity Research

Atfermale vice-presidential candidate will be anany
Biden-led ticket, according to a pledge made by Biden at
the last debate.

candidate ta emergs as the nominee without having won lo

aql
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respacially following
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Bernle Sanders £ = 509 delegates.

Biden's heels, Unforiunately for

Caroling not much better than his 2016 result, v

where his momentum stalled out again in the:
1,991 delegates are required to obtain the nomination.
T 2 Foah ; d The coalescence behind Joe Biden as the clear
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Democratic Primary Battleground

nctuding aloss in her home state of Massachusetts, Howevear, she
may hiave heen anunsung hero for the Biden campaign given that
she used the last two debates o hall the rise of Bloomberg and
that she likely pulled liberal voters from Sanders. From there,

Democratic voters overwhelmingly pivoted teward Biden as he
stacked up a series of Impressive wins and expanded his delegate

ead over Senator Sanders. Biden also quickly racked up

endorsements from his cand his coaliion s now being

compared to thal of Prasident Obama's in 2008, Biden’s victory in

Michigan was of particular note, given that it was previously war

2 1

oy Sandersin 2016 and ultimately helped to reinvigorate/prolong

Sanders’ challenge to Secretary Clinton.

The averall vale totals to date have supported the narralive that

Senator Sandersis a high floor, but low ceiling candidate. Sanders
worn the delegata-rich state of California, his home state of

verrmont, as well as Utah 2nd Colorado. However, he fell short of

the earlier delegate prajections where he gasily could have built

an all but insurmountaile lead in the delegale count. Senator

Sanders consistently underperformed his 2018 vote totals,

aspecially in Missaur and Michigan.

THE IMPACT OF COVID-19 - FLOCK TO THE
FAMILIAR?

Thesp

the
2 on the Lrajectory af the

=}

and uncertain wih

Demacratic convention depandir
outbreak, This uncertainly may have contributed to Biden's
stage resurgence as volers may I

e been swayed more

toward the safe and familiar choice during uncertain times. To
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B Biden

I sanders

date, nine statés znd Puerlo Rica have postponed their
primaries which leaves the race in a state of limbo, and we
expect the list to grow (New York's primary Is still scheduled for
the end of April, potentially around the peak of the statg’s
aUtbreak, per current prajections).

Ag these primary reschedules ramp up, the Sanders campaign
and Demoerals could be faced with challenging logistics on how
to finalise the process of selecting their nomines: The clearest
path forward would be for Sandeérs Lo drop ouLol the race, making
Biden the presumplive nomines. Allernatively, the Sanders
could hold out hope that the polit

campaign ical winds changs

ien woling resumes, We visw this as unlikely, as Sanders would

have to win the remaining contests by a margin of about 25

paints, per election forecasters,

EARLY VEEPSTAKES

A female vice-presidential candidate will be on any Biden-led

ticket, acearding Lo a pledge made by Biden at the |ast debate,

The fin:

selection likely hinges on the political environment that
ermerges in the coming months related Lo COVID-19. Senatar Amy
kiobuchar (D-MM) s seen as a ‘safer, mare maderate” pick. Senatar
vamala Harrs (D-CA) will be n the mix, but her personal attacks
against Biden during the debates and the lacklustre performance
of her carmpaign are viewed as knocks against her, Stacey Abrams
of Ceorgia could be a pick that exciles younger and Alrican

American volers. Senator Elizabeth 0 reparted
Lo be in the ik, if thers is a need Lo have a bridge (o the liberal wing
would be the aldest elected president
ch

of the party. Given that Bide

oninauguration day, his pick akes on additional importance whi

could swing the adds toward 2 safer pick,
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PREVIEWING THE GENERAL ELECTION AND BEYOND
In aur apinian, the medical, economic, and markel outcome of
COMID-19 will be a significant factor in the 2020 election. Should
economic and health conditions continue to deteriorate, we
expect a rise In expectations that Joe Biden captures the White
House and a rise in the probability of an all-Democratic
gavernment. While he would swing the agenda away from the
current Trurmp agenda [which has been recaived positively by the
market cver the past four years), Biden is generally viewed as
pramoting policy goals fram the political mainstream and could
easlly push more fiscal stimulus. This would be viewed as having
a neutral to positive impact on the market compared to the
prospect of @ Sanders presidency (which weighed on markels
earlier this vear). Should COVID-19 avoid the worsl-cass scenarios
and the economy/market have a significant recovery in the latter
nall of the year, the momenturm is likely to swing back toward
President Trump. The bigguestion will cantinue Lo be the effect of
the current uncertainty on suburban volers. Incumbents are
raditionally viewed as the safer chaice, but Biders familiarity
may upend this calculation as we expect a "retum to normalcy” Lo
be the primary message of the Biden general election campaign.

I terms of a second Lerm for President Trump, the initial reaction
would be that thisis a positive for the market should we ses post-
COVID-19 recovery in the sacond hall of this year. & wave of
momentum could praduce down-ballot impacts that bring back
an all-Republican government. Sentiment would be boasted an
the centinuation of the Trump dersgulatory agenda and stimulus
via additional corporatefindividual tax cuts. Howewver, an open
question would remain as to whether the lack of any additional
electoral checks would produce an unbound and bembastic
President Trump on policy issues, A mitigating lzctor for the
markel bere would be that second-term presidents are motivaled
by their legacy, and, as Trump is especially cognizant of market/
economic metres, his policy objectives should continue to
support a positive environrment for mezero fundamentals,

Biden's strength in the Seuthwill stira debate aboul the potential
down-ballotimpact, The Senate zealsin Alabama, North Caroling,
South Ceroling, and the two seals in Georgia all l=an Republican
or are likely Republican seats 2t this point. We would not be
surprisad il thess elections become maore compeltitive. They are
still 2 reach for Dermocrats, but winning any ane of these would

materially increase the chance of a Democratic Senate majority
after the 2020 election with significant conseguences for the
markats fram a policy perspactive. An economic downtinm
coupled with this scenario would steer the early policy direction
of a Biden presidency. We would expect to see stimulus efforts ta
Jump-start the economy, which could be a positive boost to
infrastructure and unlocking consumer spending via debt relief
e, student leans, medical debt), In Lurn, this could benefit the
housing market by increasing demand 1T debt refief measures
spur @ boorm in housing demand by youngar consumers who
would otherwise have delayed a real estals purchase. Of course,
this would be balanced by potential negalives, such as significant
policy reforms targeting the Health Care, Financlal, and Energy
sectors. A5 we frequently say In Washingten, developments are
never as bad as vou initially fear, or as good as you hope.g

KEY TAKEAWAYS:

« Irv our opinion, the medical, economic, and market
outcome of COVID-1S will be & significant factor
in the 2020 election, Should economic znd heslth
conditions cantinue o deteriorate, we expect & rise
in expectations thalt Joe Biden caplures the White
House and a rise in the probability of an all-Demo-
cratic government.

« Biden is generally viewed as promoting palicy goals
fram the political mainstream and could easily push
mare fiscal stimulus, This would be viewed as having
a neulral Lo pesitive impaet on the market compared
1o the prospect of & Sanders presidency (which
welghed on markels earlier this vear).

Should COWID-19 aveid the warst-case scenarios and
the economy/markel have 2 significant recovery in
the latter half of the year, the momentum [s likely (o
swing hack towards President Trump.
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DISCLOSURE

Issued by Raymond James Investment Services Limited (Raymond James). The value of investments, and the income
from them, can go down as well as up, and you may not recoverthe amount of your originalinvestment. Past performance
is not a reliable indicator of future results. Where an investment involves exposure to a foreign currency, changes in rates
of exchange may cause the value of the investment, and the income from it, to go up or down. The taxation associated
with a security depends on the individual's personal circumstances and may be subject to change.

The information contained in this document is for general consideration only and any opinion or forecast reflects the
judgment of the Research Department of Raymond James & Associates, Inc. as at the date of issue and is subject to
change without notice. You should not take, or refrain from taking, action based on its content and no part of this
document should be relied upon or construed as any form of advice or personal recommendation. The research and
analysis in this document have been procured, and may have been acted upon, by Raymond James and connected
companies for their own purposes, and the results are being made available to you on this understanding. Neither
Raymond James nor any connected company accepts responsibility for any direct or indirect or consequential loss
suffered by you or any other person as a result of your acting, or deciding not to act, in reliance upon such research and
analysis.

If you are unsure or need clarity upon any of the information covered in this document please contact your wealth
manager.
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