Within three months of writing our annual market outlook, our sentiment on economic growth has shifted
down. Within this time the global economy has suffered from both a deadly new virus spreading throughout
the world and a steep decrease in the price oil. In January we stated, “Entering 2020, it seems as if the Federal
Reserve (“Fed”) will hold steady with current policy. With over $18 trillion dollars in negative yielding debt
internationally, it is likely we will see similar policy abroad. Moving forward, the Fed will want to see how things play
out, as pulling interest rates too low could cause inflation to surge while pushing rates upwards could inadvertently
induce a recession. We expect Fed Policy will remain unchanged throughout this year.” A lot has changed since this
piece was released.
As of Sunday, March 15th we have witnessed the second cut by the Fed to bring rates to a range of 0.0 – 0.25%.
Additionally, the Fed announced they will be engaging in $700 billion in asset purchases which will add an
additional level of liquidity to the market. Lowering interest rates and engaging in asset purchases (Quantitative
Easing) are two of the Feds main monetary policy tools. The FOMC statement on March 15th stated, “The
Committee expects to maintain this target range until it is confident that the economy has weathered recent events
and is on track to achieve its maximum employment and price stability goals. This action will help support economic
activity, strong labor market conditions, and inflation returning to the Committee's symmetric 2 percent objective.”
With this it is likely we will see continuation of the “lower for longer” interest rate environment we have grown
accustomed to the past decade.
To this point, the implementation of fiscal policy has been less extensive. Although there are promises out of
the White House, we have yet to see much of a coordinated effort in the United States between the executive
and legislative branches. As of today, the policy response has been primarily centered around funding for health
care with over $8 billion going to testing, vaccine development and local health care departments. The aid
package, which was signed on March 6th, is a good start, but is it enough? Rumors emerged out of the White
House this morning that the administration was seeking $850 billion in additional stimulus to fight the effects of
COVID-19. The package will now head to Congress for approval.
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What Will Monetary Policy Accomplish?
It is likely that the additional monetary measures will have little near term effect. This is not a criticism of Fed actions
as the goal was to boost business confidence and increase liquidity measures. Additionally, the market had priced
in that the Fed would use the limited ammunition it had entering this period of volatility.

In millions

First, rates have been low for over 12 years which means there is not a lot of pent up activity that will benefit from
a decrease in rates. This is not a cyclical downturn where monetary policy centers around increasing capital
spending, home building and other cyclical sectors. This situation is an acute shock to the system that has disrupted
supply chains and will have negative effects to the service sector, which is not as sensitive to interest rates as the
manufacturing sector. At this point, decreasing rates from 1.25% to 0.0% is not going to get people out of their
houses to shop, travel and dine. This situation leads to employees in the retail, hospitality, travel and dining space
to be laid off or furloughed, resulting to a secondary shock to demand. This is where fiscal policy would come in to
play.
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We have seen initial steps towards fiscal stimulus that would soften the blow to the U.S. and global economy. The
stimulus would have both broad and targeted goals. An example of targeted goals would be to support the travel
industry (airlines and cruise ships) who have been hit hardest by COVID-19. More broad goals would be to provide
income and liquidity support to households and small businesses that could help them stay afloat during this period
of stress. There are also conversations around halting student loan payments and removing payroll taxes for the
time being.
These measures will have to be proposed by the executive branch and settled in the legislative branch, but it is
reasonable to assume that all parties are hoping to get a plan initiated quickly in order to calm markets and provide
support to the areas of the economy that need it most. It is clear that more needs to be done on a fiscal front, but
the details of this plan could help to alleviate some of the stress that is being felt from a households, small businesses
and multi-national corporations alike.
Prospectively, the cumulative impact of the current and proposed stimulus measures is likely to act as a material
tailwind to economic activity once the health crisis has subsided

For more information, please call 407.585.1160
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This material has been prepared for informational purposes only and does not constitute an offer, or a solicitation
of an offer, to purchase any securities. This material does not constitute a recommendation of any particular
security, investment strategy or financial instrument and should not be construed as such or used as the basis
for any investment decision. This material is not intended as a complete analysis of every material fact regarding
any country, industry, security, or strategy. This material reflects analysis and opinions rendered as of the date
of this publication and such views may change without notice. None of the author, LAMCO Advisory Services,
Inc (“LAMCO”) or any of its representatives has made any representation to any person regarding the forwardlooking statements and none intends to update or otherwise revise the forward-looking statements to reflect
circumstances existing after the date when made or to reflect the occurrence of future events, even in the event
that any or all of the assumptions underlying the forward looking statements are later shown to be in error.
Forecasts, estimates and certain information contained herein are based upon proprietary research and other
sources believed by the author to be reliable. No representation or warranty is made as to the completeness or
accuracy of this information. Data from third-party sources has been used in the preparation of this material.
LAMCO has not independently verified, validated or audited data from third-party sources. LAMCO, it’s officers,
directors and employees accept no liability whatsoever for any loss arising from use of this information. Reliance
upon the comments, opinions, and analyses in the material is at the sole discretion of the user.
Any projections or analyses provided to assist the recipient of this material in evaluating the matters described
herein may be based on subjective estimates, assessments and assumptions (collectively, “Assumptions”). These
Assumptions are inherently uncertain and are subject to numerous business, industry, market, regulatory, geopolitical, competitive, and financial risks. There can be no assurance that the Assumptions made in connection
with the forward-looking statements will prove accurate, and actual results may differ materially. The inclusion
of forward-looking statements herein should not be regarded as an indication that the author or LAMCO
considers the forward-looking statements to be a reliable prediction of future events. Accordingly, any
projections or analyses should not be viewed as factual and should not be relied upon as an accurate prediction
of future results. Simply, nothing herein should be considered a guarantee of future results.
All investments involve risks, including possible loss of principal. US Treasury securities, if held to maturity, offer
a fixed rate of return and a fixed principal value. Bond prices generally move in the opposite direction of interest
rates, thus as the prices of bonds adjust to a rise in interest rates the share price may decline. Higher yielding
bonds generally reflect the higher credit risk associated with these lower rated securities and, in some cases, the
lower market prices for these instruments. Interest rate movements may affect the share price and yield. Stock
prices fluctuate, sometimes rapidly and dramatically, due to factors affecting individual companies’ industries,
sectors, or general market conditions. Investments in foreign securities contain special risks including currency
fluctuations, economic instability, and political developments. Investments in emerging market country securities
involve heightened risks related to the same foreign securities’ risk factors. These include, but are not limited, to
the emerging markets’: smaller size, lesser liquidity, and lack of political, business, and social frameworks to
support the securities markets. Such investments could experience significant price volatility in any given year.
Indexes may be referenced throughout this document. Indexes are unmanaged and one cannot directly invest
in an index. Index returns do not include fees expenses or sales charges.
No part of this material may be reproduced in any form, or referred to in any other publication, without express
written permission of LAMCO. Redistribution of the document without prior written consent is expressly
prohibited. The document is not intended for distribution to, or use by, any person or entity in any jurisdiction
or country where such distribution or use is contrary to law, rule or regulation.
This document is not intended to provide, and should not be relied upon for, tax, legal, regulatory, financial,
accounting or investment advice. Any statements of tax consequences were not intended to be used and cannot
be used to avoid penalties under applicable tax laws or to promote, market or recommend to another party any
tax related matters addressed herein.
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