SOWELL’S WEEK AHEAD
While this communication traditionally focuses on the upcoming week,
we would be remiss not to recognize a few of the notable market
events of last week’s wild ride: the S&P and Dow both slid into bear
market territory, ending a bull run of over a decade; European stocks
had their worst day in history on Thursday; the US 10-Year Treasury
rate got to as low .318%; and the VIX hit its highest level since 2008.
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In the week ahead, markets should continue to be event-driven, with
major moves revolving around headlines on COVID-19 and plans for
economic stimulus. To that extent, the Fed cut their target rate a full
percentage point late Sunday afternoon from its previous range of 1%1.25%. This follows the Fed’s emergency 50 bps rate cut earlier this
month and essentially puts the US in a zero-rate environment ahead
of the scheduled FOMC rate decision on Wednesday. The Fed also
announced a new $700 billion quantitative easing program. As of the
time of this writing, US futures had hit their “limit down” levels of 5%
lower, indicating a sharp decline at Monday’s open.
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There are handful of companies are reporting earnings this week
including Tencent Music Entertainment Group, General Mills, FedEx,
and Darden Restaurants.
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Our tactical model remains neutral (60/40).
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The adjacent chart, courtesy Goldman Sachs,
shows the average length and recovery time of
US bear markets since the 1800s. At this stage,
they are currently classifying this bear market
as Event Driven (caused by a one-off shock
that doesn’t lead to an economic recession)
as opposed to Structural (related to structural
imbalances and bubbles) or Cyclical (function
of the economic cycle). Average declines are as
follows: Event Driven – 29%, Cyclical – 31%,
Structural – 57%.
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Advisory services offered through Sowell Management, a Registered Investment Advisor. The views expressed represent the opinion of
Sowell Management. The views are subject to change and are not intended as a forecast or guarantee of future results. This material
is for informational purposes only. It does not constitute investment advice and is not intended as an endorsement of any specific
investment. Stated information is derived from proprietary and non-proprietary sources that have not been independently verified
for accuracy or completeness. While Sowell Management believes the information to be accurate and reliable, we do not claim or
have responsibility for its completeness, accuracy, or reliability. Statements of future expectations, estimates, projections, and other
forward-looking statements are based on available information and Sowell Management’s view as of the time of these statements.
Accordingly, such statements are inherently speculative as they are based on assumptions that may involve known and unknown risks
and uncertainties. Actual results, performance or events may differ materially from those expressed or implied in such statements.
Investing in securities involves risks, including the potential loss of principal. While equities may offer the potential for greater long-term
growth than most debt securities, they generally have higher volatility. International investments may involve risk of capital loss from
unfavorable fluctuation in currency values, from differences in generally accepted accounting principles, or from economic or political
instability in other nations. Past performance is not indicative of future results.
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