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Market Context
From a historical perspective, the speed and magnitude of the recent market decline has been significant. While the timing of a recovery and
the normalization of economic activity is uncertain, the sell-off and related volatility is creating an opportunity to drive differentiated
performance through stock selection.
We have seen instances of high velocity corrections in the past, and while each situation has its unique fingerprint, there are
similarities. These similarities include: 1) the opportunity for disciplined portfolio repositioning, 2) the recognition that when markets stabilize
there is often significant upside potential, and 3) there are often multiple mini-cycles within the major event.
Our team remains focused on what we do well. We continue to apply disciplined fundamental research to help identify high quality business
models with strong free cash flow characteristics and solid capital structures, trading at attractive valuations. There are a number of
compelling companies appearing on our screens with significant upside potential.
The situation regarding the Coronavirus (COVID-19) is fluid, and the magnitude and duration of the impact on the global economy suggests
continued volatility in the very near term. Volatility can be up, as well as down; yet will likely remain high until uncertainty begins to
dissipate. We believe that the quarterly earnings cycle will provide a natural opportunity for company management to provide greater clarity
on their business. It is likely that select companies will begin the preannouncement of earnings at the end of Q1 2020. This will potentially
dovetail with more news as to the global response implemented to combat the spread of COVID-19. When company specific information is
more broadly communicated, we expect volatility to subside. It is possible that this pattern will play out over the next two quarters (i.e. Q1
2020 and Q2 2020).

Investment Implications
The effects of COVID-19 will likely have a differential impact across sectors and companies. Understanding the idiosyncratic impact of
temporary changes in consumer behavior and how companies navigate evolving market dynamics help provide our team with the ability to
identify investments with attractive long-term upside potential.
In the current market environment, we remain focused on creating value for clients while seeking to mitigate risk at the individual stock and
portfolio level.
We continue to research and invest in companies with durable business models that appear to have a high level of predictability of earnings
and free cash flow along with appropriate capital structures.
We have utilized recent volatility to capitalize on temporary price dislocations. We have taken action by opportunistically and selectively
rebalancing our portfolios, as well as identifying and initiating new investments. Specifically, we have added three new investments across
the Consumer Discretionary, Industrials, and Consumer Staples sectors. We also exited a position within the Consumer Discretionary sector
due to unfavorable trends impacting its business.
Elevated uncertainty has resulted in an increase in market volatility and correlations, creating less differentiation amongst individual stocks as
price movements have become disconnected from fundamentals. We believe our ongoing portfolio positioning may be highly beneficial
when correlations decrease and there is the potential to be rewarded for stock selection.
We believe our investment strategy has the ability to create long-term value for clients and effectively navigate the dynamic market
environment.
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