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Author So, Now What?

Though far from certain, it appears that the worst of COVID-19 MAY be behind us, and
perhaps the worst of the stock market correction is behind us as well. The two are
clearly closely related. Neither the virus nor the market will improve in a straight line,
and fits and starts should be expected. That being said, there may be some light at
the end of the tunnel.

First, let's look at COVID-19. At this point, worldwide daily new cases peaked on April
3rd at 96,031. In the U.S,, daily new cases peaked on April 4th at 34,196.
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Although social distancing measures have helped slow the number of new cases, the number of
people testing positive still exceeds the number of people who are recovering on a daily basis.
Therefore, the number of infected people (or active cases) continues to increase. But, we are getting
closer to that famed “flattening of the curve”. Sadly, there will be many more deaths, but the worst-
case outcome of millions of deaths and a healthcare system that became completely overwhelmed
appears to have been averted.

Next, let's look at the stock market. We just endured the most rapid decline into a bear market (down
20% in 16 days) and beyond (down 30% in 22 days). From the S&P 500's closing high on February 19th,
the index declined just shy of 34% by March 23rd. That is an astonishing drop in just over a month!
Stocks were discounting a doomsday scenario. COVID-19 daily new cases had not yet peaked, and
no one knew when exactly that would happen.

The CBOE Volatility Index, or VIX, closed at an all-time high on March 16th at 82.69, one of only three
times in history that this Index had ever closed above 80. Now less than one month since the March
23rd low for the S&P 500, the index has rallied 27.7% and could now be considered in a bull market!
The VIX, has settled down, and closed below 40 on Friday, April 17th. Keep in mind that this is still a
high level of volatility being priced into the market and is just above twice the long-term average. In
fact, 35 of the 41 trading days since the market high on February 19th, the S&P 500 has moved by
more than 1%. This compares to an annual average of about 62 days. We would expect this elevated
volatility to continue for a while as virus, economic, and earnings data are digested.

Much like stocks, we would expect COVID-19 data to be in an improving trend, although choppy.
Economic data will deteriorate for a few months or more. Unemployment is a good example. The of-
ficial unemployment rate is released once a month. The last release on April 3rd showed an increase
to 4.4% for the month of March. This was a big increase from the 3.5% unemployment rate for Febru-
ary, which was near a 50-year low. The number of people filing for first time unemployment benefits,
known as initial jobless claims, is released weekly. Over the last four weeks, 22 million people have
filed for first time unemployment benefits. This suggests that the next unemployment rate which will
be released on May 8th will be approaching 20%! That is a terrifying number! But remember, stocks
are a forward-looking asset class. What that means is that news that is *known" is reflected in stock
prices.

More COVID-19 cases and deaths are widely known, as is the fact that economic numbers will look
awful for a few months. But stocks also will reflect what is expected to happen. In the middle of
March, the range of possible outcomes was gigantic, as the severity of the virus was uncertain and
thus the magnitude and duration of the economic shutdown was uncertain. Today, the possible
range of outcomes, although still wide, has shrunk and a path to recovery (both from a health and
economic standpoint) can now be envisioned.

So, where does that put us? The short answer is that we are on a gradual road to recovery. We are
hopeful that the worst of the virus and stock news is behind us. We are not so naive to think that
things will be back to normal overnight, but we do believe conditions are improving. As dramatic as
the stock decline was, the 27% rally in 18 days is also eye popping. Don't expect there to be improve-
ments in either the pandemic or the stock market every day. In fact, expect more turbulence on this
flight and keep your seat belt fastened. While we do expect a safe journey, investors should expect
to be jostled around along the way.

Stay calm and stick to the long-term plan. These are the times that highlight the value of a solid
financial plan, a well-diversified portfolio and a rational, long-term perspective. These are the times
that determine the likelihood of a client achieving their financial goals. The surest way to miss the
mark is to waiver when things get choppy. We believe the surest way to achieve long-term goals is
for investors to stick to their original plan that was developed at the beginning of their journey, when
they were calm and logical, not emotional.
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The opinions expressed are exclusively the opinions of the author(s) and do
not necessarily reflect the views of Clark Capital Management Group.

The opinions referenced are as of the date of publication and are subject to
change due to changes in the market or economic conditions and may not
necessarily come to pass. There is no guarantee of the future performance of
any Clark Capital investments portfolio. Material presented has been derived
from sources considered to be reliable, but the accuracy and completeness
cannot be guaranteed. Nothing herein should be construed as a solicitation,
recommendation or an offer to buy, sell or hold any securities, other invest-
ments or to adopt any investment strategy or strategies. For educational use
only. This information is not intended to serve as investment advice. This mate-
rialis not intended to be relied upon as a forecast or research.

The S&P 500 Index is a stock market index that measures the stock perfor-
mance of 500 large companies listed on stock exchanges in the United States.

The CBOE Volatility Index is a popular measure of the stock market's expecta-
tion of volatility based on S&P 500 index options.
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This document may contain certain information that constitutes forward-look-
ing statements which can be identified by the use of forward-looking terminol-
ogy such as "may," "expect,” ‘will," *hope," ‘forecast,” ‘intend" "target,” “believe,’
and/or comparable terminology (or the negative thereof). Forward looking
statements cannot be guaranteed. No assurance, representation, or warranty
is made by any person that any of Clark Capital's assumptions, expectations,
objectives, and/or goals will be achieved. Nothing contained in this document
may be relied upon as a guarantee, promise, assurance, or representation as
to the future.

Clark Capital Management Group, Inc. is an investment adviser registered with
the U.S. Securities and Exchange Commission. Registration does not imply a
certain level of skill or training. More information about Clark Capital's advisory
services and fees can be found in its Form ADV which is available upon
request.
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