
First and foremost, we at AMI hope that everyone is safe and

healthy, and our hearts go out to those affected by the virus.

We recognize that these are trying times, but we remain

confident that we will get through this. AMI remains fully

operational and we are here for your needs. The global COVID-

19 pandemic has impacted the life of every single person in the

U.S. and around the world and thus the impact it had on

financial markets during Q1 was profound. Since the initial

reports of cases in China, the virus has spread globally in less

than three months, leading to unprecedented restrictions to

“flatten the curve”. The closure of schools and businesses

deemed non-essential has created an economic environment

unlike anything experienced in over a decade.

Energy was another major story during the quarter, with Saudi

Arabia failing to reach an agreement with Russia, leading to a

flood of new oil supply pressuring prices. This dispute came at a

time of a steep drop in demand, as millions work from home and

decline to travel. The price of oil is currently down more than

50% this year, though there is some hope that an agreement

between the two nations can be successfully brokered. While the

low price of oil is good for consumers and certain businesses who

use oil as an input, it is not good for employment in the oil and

gas industry as new production is reduced. We believe an oil

price closer to $50 strikes the right balance between energy jobs

and gas prices at the pump.

The decline in major equity indices during Q1 was broad-based

and substantial, with the S&P 500 down more than 20%, the

worst quarterly performance since 1987 and the worst start to a

year ever. March was the most volatile month in the S&P’s
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history, with the index averaging daily moves of 4.8% in both directions. In response to the economic impact

from the virus, on March 15th the Federal Reserve enacted an emergency interest rate cut to provide support

and ensure liquidity to markets. This decline in rates hurt banks and other interest rate sensitive stocks and

despite this action by the Fed, the entire market eventually fell and reached its low on March 23rd.
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Following the passage of a massive $2 trillion fiscal stimulus package by the federal government (CARES

Act) and significant, additional monetary support by the Federal Reserve, the market rebounded sharply off

of the March low and is up nearly 25% since, helped by hopes that the worst of the virus is behind us. The

CARES Act provides numerous benefits to those affected by the virus, including cash payments to

individuals, expanded unemployment benefits, and significant support to small businesses in the form of

grants and forgivable loans. The stimulus package also provides benefits to large businesses that have been

affected by the virus in the form of $58 billion for airlines and a tax credit for companies that retain workers.

In addition to fiscal stimulus, the Federal Reserve is essentially committed to an unlimited amount of

stimulus measures in the form of bond purchases and other direct lending facilities. It is clear that the

government is willing to do whatever it takes to support the financial markets and the economy in any way

possible.

The initial impact of the economic shutdown began to manifest in late March, as weekly jobless claims rose

with large sectors of the economy forced to lay off workers. Unlike in prior downturns, the government’s

substantial measures to provide these furloughed workers with cash and other assistance will serve to soften

the impact on the economy. We would expect the benefits to begin to materialize within a few weeks. There

is no doubt that there will be winners and losers as long as the economy is shut down, but the more important

question becomes the success of the mitigation attempts to reign in the virus.

We believe that the economy will reopen once there is some combination of increased testing, declining cases

and effective treatment. At first, we would expect a limited reopening of the economy with higher risk

businesses (e.g., theaters, restaurants, and sporting events) opening later. While we have seen some signs of

improvement in cases and some early anecdotal evidence of hydroxyloroquine (a 50-year-old malaria drug)

having a positive effect, there is still some debate over when it will be appropriate to send people back to

work. A solution to the virus will be the primary driver of stocks over the next few months as we believe that

once restrictions are lifted, the economy will heal itself through increased employment and thus consumer

spending. While we do expect that it will take time to resume the level of economic activity of late 2019, we

believe that there will be substantial room for economic growth over the next several years and thus, equities

should remain an attractive asset class.

At AMI, we took the opportunity during Q1 to add high-quality companies that had previously been outside

of our valuation parameters. In addition, we exited stocks that we believe will face significant, prolonged

earnings pressure. As always, we continue to focus on limiting downside while also looking to own companies

that will see major benefits when the economy inevitably reopens. Although the near term remains

uncertain, we are confident that the virus will subside, and the economy will snap back rather quickly. We

urge investors to remain focused on the long term and not panic during this difficult period. As we have

written during past declines, trying to time markets can be detrimental to long-term performance. Since
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1930, if an investor was outof the market for the best 10 days of each decade, cumulative returns would be just

91%, vs. 14,962%*** with a buy and hold strategy. Since the March low, we have already seen several days

when the market was up more than 4%. We fully recognize that volatility can be emotionally difficult to

endure, which is why we urge investors to have a sound, long-term financial plan and invest in stocks that do

better in down markets and still participate when things improve. While it may not seem like it now, this too

shall pass, and we are focused on brighter days ahead.

Sincerely,

Your AMI Investment Management Team
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IMPORTANT DISCLOSURES

The views expressed in this Quarterly Commentary reflect the opinion of AMI Asset Management, a registered investment adviser, and are subject to change
without notice in reaction to shifting market, economic or political conditions. The information provided here is for general informational purposes only and should
not be considered an individualized recommendation or personalized investment advice.
Certain information was obtained from third party sources, which we believe to be reliable but not guaranteed. This content was created as of the specific date
indicated and reflects AMI’s views as of that date. Supporting documentation for any claims or statistical information is available upon request.
Past performance is no guarantee of future results. Forecasts contained herein are for illustrative purposes only, may be based upon proprietary research and are
developed through analysis of historical public data. The policy analysis provided does not constitute and should not be interpreted as an endorsement of any
political party.
All investments carry a certain degree of risk, including possible loss of principal, and there is no assurance that an investment will provide positive performance
over any period of time. It is important to review investment objectives, risk tolerance, tax liability, and liquidity needs before choosing a suitable investment style
or manager.
The S&P 500® index is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of investment products. The
index includes 500 leading companies and captures approximately 80% coverage of available market capitalization.


