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MARKET UPDATE ON CORONAVIRUS
WITH PROFESSOR SIEGEL
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22 May 2020

Professor Jeremy Siegel, WisdomTree’s Senior Investment Strategy Advisor and Professor
of Finance at Wharton, provides his perspective on the current market and how to prepare
for the Coronavirus aftermath.

Highlights from this week's call include promising developments around a Coronavirus
vaccine.

Please Tisten to the full recording from the 18 May below:

Conference call Transcript

operator: Hello, everyone. Thank you for joining the wisdom Tree weekly call with
Professor Siegel. Please visit our website, WisdomTree.com, for additional insights,
including the recordings of these calls. Today, Professor Siegel will provide a quick

15—m1nute.update and then we will %Pen the 1fnes for your 9uestio¥s. P1qgse qote that
Fﬁr mor? intormation cp ease also see our weekly commentary from Professor Siegel. .
this call is being recorded. 1If you nee , or will

be happy to assist you. with that, I will hand the 1ine to Professor Siegel.
The views expressed in this recording are those of Jeremy Siegel, any reference

PPofUesorhayldche spaatdesed Fhaywieweof, Iaremyifigaedodddid olidreseSyar iduy sthmes
efie WhadamT ree . Fof cknsipbtybinpal Hse 8P 1YouNt fiae RMBATGelsetRTs VASMING- that we
heard from Moderna, I think, was a significant part, but the market was actually up even
¥ieurehenar!iReuvess’ e @fi Tt @rtisd enfi@Fereeks, I told you that, when I get up in the
morning, what I do is always check virus news. I don't really care about the economic
news. I know the economic news is bad. Al1l these announcements of jobless claims or
unemployment, everything. we know it's terrible, but it doesn't tell us what's going to
happen in the future. It's news such as we got today from Moderna. I mentioned earlier,
this is really quite something. It is stage one.

This 1is better news than the Remdesivir, which of course was not a vaccine, but just an
antiviral. And one also knows that it is early and stage two is also on the docket, but
I think what this demonstrates ... I had expressed to you my optimism that, with a
hundred vaccines and antiviral and antibodies in the works, that some were going to hit.
And despite the pessimism of what you read that nothing was going to hit for two years
and then maybe not even then. we've all heard that pessimism. It never made sense to me.
And now, it makes even Tess sense to me.

we had two other reports. We actually had a favorable report on what's called a
convalescent treatment, plasma, which is recovered patients have been injected and they
did not suffer a worsening or a bad reaction, which sometimes happens with the
convalescent plasma. That was good news, but not as good as this news that we're getting
from Moderna. we always have a disappointment. The much touted Oxford study, which does
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Ime osdnen tsilm Farmaddlomlogy to the messenger RNA that was used in the Moderna study at
least in the rhesus monkeys that did not seem to reduce virus load. we're going to get
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the Tow on that rate.

So what we see playing out in the financial markets is pretty much what I had talked
about on these weekly calls over four, five, six weeks and still, I believe, will
transpire. Let's talk a Tittle bit about ... I mean, actually, I got surprising news.
People were surprised that the University of Michigan Consumer Sentiment Index report
last Friday actually jumped from the previous week. And something that I thought was
very interesting. The one-year inflationary expectations ... And by the way, University
of Michigan is a very well-established survey that is over 50 years old that has been
taking monthly data on consumers' attitudes towards their finances, their expectations
on their finances, and inflationary expectations bother near term and far team. And
their one-year inflationary expectations jumped by one percentage point. That 1is the
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highest jump in over 20 years.

I thought that was quite amazing, given all you hear 1is deflation, deflation, deflation.
By the way, gasoline prices, after declining, I think, for 85 plus or minus consecutive
days, gasoline prices are finally rising. well, should I mention, you know it yourself,
WTIOL jumped by over 10% today, closing over $32 a barrel. Signs of reopening, again,
can be planned shut by a big increase, either spikes that are uncontrollable, but we see
data is favorable here and that's why testing is important, or in the fall, but clearly
we're getting good news on that front.

I'd Tike to mention a couple things. Powell has been on a couple of times. Powell, Tlast
week, was adding to all that downbeat activity spurred by Tepper, David Tepper.
Druckenmiller. Tepper's saying it's the most overvalued marketing team since '99 and
sort of interesting to get a thousand-point up day after he calls it the most
overvalued. Actually, if you study it, he was actually talking about a set of stocks and
it wasn't quite as severe an indictment as, if you Tisten to all the details, as the
press made it out to be, but we saw a 5%, 6% reaction in the S&P, which is not unusual.

Now, we've replaced all that in just the last few days. This Tooks Tike a potential
breakout here onto the trend on an upside. Used to do that, especially, with a turn on.
we'll, again, see what happens. Powell, today, was much more encouraging in terms of
just the tone of his talk. Let me mention, and I may have mentioned on a previous call,
that I agree with the Federal Reserve. I am not supportive of negative rates. I'm not
violently against it the way some people who think it'1l be the worst policy decision 1in
the world, but I believe they have done enough and I believe their lending now is the
more important thing rather than going to negative rates.

Quickly, the plus and minus of negative rates. The plus is that, if you go to negative
rates, then all rates that are tied to LIBOR or SOFR or short-term rates will decline.
And therefore, people that are paying on those rates will see some decline. The negative
is that this really hurts financial institutions and they're a major conduit of our
lending capacity. So my feeling 1is we're at that tipping point where I think, for half,
it hurts the institutions more to go to negative rates than it helps for all those
people. And there are quite a few that do have their rates tied to LIBOR. I don't doubt
that some will go down, but at this particular point, my feeling is that we've gone done
Tow enough. And the lending and we know that a lot can do lending and all this still in
the market, say, "oOkay, everything's fine." And they've done very Tlittle of that
lending. I'm waiting to see what happens to the money supply as they lend, if it goes up
even more after that.

I want to touch on this because we've sometimes gotten some questions on this particular
issue. Taking a Took at the current political Tandscape going forward, in November, we
are six months away. It's looks extremely competitive. We have the House, the Senate,
and the presidency. In the betting markets for the presidency, it is now virtually a
dead heat between the democrats and the republicans, maybe a tiny advantage on the
democrats. we're talking 52/48, which is not different from 50/50 on any significant
basis. It's pretty much a tossup. And by the way, it's been pretty much a tossup here
for quite awhile. That has not changed significantly.

Let me tell you what has changed significantly and does give me some concern. And that
is the odds that the republicans keep the Senate. As you know, they have a three-seat
majority. I won't go through all the races, but there are several very strong democratic
challengers to what were considered to be relatively safe republican seats. In the
betting markets right now, what two months ago or three months ago was a 70/30 bet in
favor of the republicans keeping control of the Senate has now sunk all the way down
almost to even money, probably a tiny, slight edge on the republicans, 52/48. Although,
if you actually followed the poll on every single Senate race and take that, it actually
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gives the democrats the Senate by maybe a one-vote margin or close to even ... which of
course means, if they do get the presidency, they would effectively control the Senate.

So I consider the Senate to be a bulwark to protect against all three branches of
congress being controlled by the democrats, which I do consider to be a negative for
equity prices. Now, that being said, and I'1l explain why, I'm not saying it's a
devastating equity or, "oh, my god. Sell everything if this trend continues.”" Wwhat
concerns me the most is that, if they do control all branches of the Congress, then my
feeling is we're going to basically repeal and rewrite the corporate tax cut that the

repubTlicans put in place shortly after Trump's ... Not everything will be undone, but a
Tot will be undone. And that will increase taxes on corporations and there will be other
changes.

Now, Biden is not a far-Teft candidate and, clearly, he will be pulled to the Tleft, but
if it's even-even on the Senate and they beat the president, technically, he does have
its favor, but one vote, it cannot be radical. So that is one thing, I think, that's
there, but I do think that we're going to get some tax increases in that case and some
that will not be good for equity. And that might take 5% to 10% off of what equity
prices might otherwise be, again. This 1is all. I did mention the House. The House
definitely Tooks Tike it's going to be democratic in all polls. In fact, on the betting
odds, it's four to one in favor of the democrats keeping the House of Representatives.

Let me also just mention here, in terms of what to look at, a lot of things can happen
in six months. My feeling is that, if we get a vaccine or very effective therapeutics
and the virus does not increase and we get re-openings and the economy goes up, it's
favorable to the Trump Administration. If we get spikes and it closes down again, then
the democrats will, of course, use this as Trump's ineffectiveness at battling it. The
public will be very discouraged. Public sentiment will be down and that would tend to
favor a turnover in November. So basically, those are ... There could be many other
forces at play. We mentioned is it going to be a trade war? we already know that Trump
is going to take a very hard 1line with China and blame cChina for the virus, but I think
the progress of opening up and getting a vaccine or therapeutics is going to be a more
important factor for the American public than whether we complain about China causing
the problem in the first place.
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