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MARKET BRIEF

Over the past few weeks, global economies and the public market have struggled amid the
effects of COVID-19’s spread and shocks in the oil market. As COVID-19 cases have surpassed
500,000 worldwide and the Saudi-Russian oil price war has continued to affect the market and
push U.S. oil down over 60% for the year, investors are closely monitoring the highly volatile
situation. Goldman Sachs recently updated their forecast on GDP growth, projecting a 24%
decline in U.S. GDP in the second quarter of 2020.

“When you have whole economies or whole populations shut down, it is going to have a massive
economic effect and no one knows how long that will go on for,” said Altaf Kassam, head of
investment strategy for State Street Global Advisors in Europe, the Middle East and Africa.

Because of these market shocks, currency markets have been affected worldwide. As demand
for the U.S. dollar has risen, other currencies have been falling drastically which has put pressure
on borrowers worldwide to meet obligations on dollar-denominated debt. To deal with the strains
on currency markets, the Fed eased terms on swap lines with the Bank of Canada, Bank of
England, Bank of Japan, European Central Bank, and Swiss National Bank.

Public Equity Market Struggles Amid COVID-19 Concern and Oil Market Shocks,
S&P 500 and DJA Down 14.9% and 15.6% Respectively to Date in March

Public markets have seen record volatility in March, driven by uncertainty regarding how long the
effects of COVID-19 will be felt and whether central banks” actions and stimulus spending will be
adequate to offset the damage to financial markets and the economy. Three years of gains have
been wiped out of the equity market, with the Dow Jones Industrial Average closing below 20,000
on March 18t. Jeffrey Kleintop, Chief Global Investment Strategist at Charles Schwab, believes
that “until we see a peak in cases, we’re not likely to see the market bottom.”

Foreign attempts to contain COVID-19 have resulted in a global economic slowdown, with factory
activity dropping in China in February by 13.5% compared to February 2019 and investment in
China falling by 25%. U.S. efforts to control the pandemic, including business closures and shelter-
in-place orders, have similarly impacted the markets.

As government guidelines mandate the closure of schools and discourage travel, restaurants, and
bars, the airline and hospitality industries have reported major losses and have requested federal
bailouts as their cash reserves rapidly deplete.

On March 8t, Saudi Arabia announced that it would increase oil production after OPEC failed to
agree to a production deal with Russia. Oil prices slid, with crude oil prices hitting to 17-year lows,
resulting in a sell-off.
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Unemployment Claims Rose by 3.3 million

In the U.S., data has already shown the pandemic taking its toll on the labor market. The number
of workers applying for first-time unemployment benefits jumped by 3.3 million during the week of
March 16t, marking the largest jump in jobless claims in history. The impact of COVID-19 has led
to the closure of many non-essential businesses and public services, along with shelter-in-place
orders in states across the country and widespread layoffs. Economists have voiced concerns that
layoffs and furloughs will rise in the coming weeks. U.S. Treasury Secretary Steven Mnuchin told
Republican Senators that the unemployment rate could reach 20% as a result of COVID-19 if no
government action is taken. Nobel Prize winning economist Joseph Stiglitz commented on the
effect of COVID-19; "It's likely to be massive. Whether it will wind up to be the 25% that
characterized the Great Depression or the 25% that characterized the Greek crisis, that's yet to be

seen."
Seasonally Adjusted Initial Claims
March 23, 2019 - March 21, 2020 i

3,175

2675

Thousands
— [=:]
-] =]
L] o

1
[|
I
]
]
2175 :
1
i
I
]
]
L}
]

o5 J/

175
MoA M J o] A 5 a M o J F ]

Source: Department of Labor

200 SUMMIT DRIVE, 4™ FLOOR, BURLINGTON, MA 01803 | 781.418.5900 | MERGER.COM

© Mirus Capital Advisors, Inc. 2020


http://www.merger.com/

CAPITAL ADVISORS Special Economic Report

Government Responses to COVID-19

On March 27th, the U.S. House of Representatives passed a $2.2 trillion stimulus package, which is
expected to be signed by the White House without objection. The bill includes direct checks to
many Americans, expansion of unemploymentinsurance, credit lines to American businesses, and
expanded resources for healthcare providers.

The Federal Reserve on March 19t offered to temporarily provide billions of dollars at near-zero
rates to central banks grappling with greenback shortages in many parts of the world, easing
market strains. To support the domestic financial and credit system, the Federal Reserve has
committed to purchasing unlimited U.S. Treasury Notes and mortgage-backed securities, buying
$300 billion in corporate bonds, and backstopping commercial paper markets.

The European Central Bank has launched a new €750 billion ($818.7 billion) bond-buying program,
which it hopes will help ease worries about the most debt-laden nations in the Eurozone and their
ability to meet their obligations as spending demands increase. The effort, which aims to curb
Eurozone fragmentation, will include the purchase of Greek bonds for the first time. "We are
absolutely determined to fight the risk of fragmentation between Euro zone states and against the
detonation of long-term financing conditions," said Francis Villeroy de Galhau, ECB policymaker
and head of the French central bank, in an interview with French business newspaper Les Echo.
Central banks across the world in England, Japan, Canada, China, and Australia have all taken
similar measures to ease tensions and stoppages throughout their financial systems.
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FURTHER INFORMATION

Successful business owners have turned to Mirus Capital Advisors for more than 30 years to help
them realize their ultimate accomplishment — the sale of their business. As a mid-market
investment bank focused on mergers and acquisitions, Mirus drives successful deals for companies
in the industrial, consumer, business services, healthcare and technology industries. Mirus has
proven time and again that its deep industry expertise, focus on relationships, thorough
preparation and unwavering commitment to every deal lead to meaningful accomplishments for
business owners. Our affiliate Mirus Securities, Inc. is a registered broker-dealer and FINRA member.

For any questions about the Middle Market Monitor or Mirus Capital Advisors, please contact Mirus
Capital Advisors at 781-418-5900 or visit http://merger.com. You can also contact our senior
bankers directly:

Peter Alternative
David Christopher
Andy Crain
Alan Fullerton
Brendan Kiernan
Michael Krongel
Rudy Minar
Michael Osborne
Stuart Rose
Kate Soto
Patrick West

Sources: Capital IQ, Bloomberg, Forbes, Reuters, The New York Times, The Walll Street Journal, Bureau of Labor
Statistics, Ernst & Young, JP Morgan, Financial Times, The Middle Market, other sources as referenced within, and
Mirus analysis. Copyright 2019, Mirus Capital Advisors, Inc. All rights reserved. Mirus Capital Advisors does not
assume any liability for errors or omissions.

m Follow us on LinkedIn

To read more reports on the M&A markets, visit our website: www.merger.com
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