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“Over the last two decades, there
have been a series of epidemics
garnering world attention... none
of these events created a market
response large enough to be
remembered.

Over the course of a few weeks, the coronavirus
has emerged as a little-known outbreak from
interior China to a highly publicized global health
emergency.

For almost two years, the greatest cloud over markets stemmed from tensions over
U.S.-China trade relations. Now, with the ink on the U.S.-China Phase One agreement
hardly dry, a new threat from China has emerged: coronavirus. Within a matter of
weeks, news of the viral outbreak floated from the back page to the headlines. It now
seems as if we are inundated with frightening new updates throughout a single day.

After coinciding with a few negative market days last week, some investors are
wondering, “could this ignite a shock to the global economy and severely impact
markets?”

While the coronavirus is clearly menacing to those humans who come into contact
with it, it doesn't yet deserve the attention it is getting as a potential threat to bring
down the global economy. Here's why:

Evidence from Past Epidemics
Over the last two decades, there have been a series
of epidemics garnering world attention. In each * SARS (2003)

Health Emergencies since 2003

case, they were impactful to the lives they touched Bir‘_j Flu (2004)
and deserving of a highly publicized, well managed * Swine Flu (2009)
response. But also, in each case, none of these * MERS (2013)

« Ebola (2014)

events created a market response large enough to . Zika (2016)
be remembered.
It has now become the norm in our fast paced, Source: World Health Organization
globalized world that news also moves at light-
speed. Sometimes, it even gets amplified to such a level that connecting points of

cause and effect get overstated and amplified.

Maintaining Composure

A common phrase at Harman Wealth during times like now is, “What is newsworthy to
the media isn't always noteworthy to markets.” The reminder here is that what's
emotionally alarming at the news level doesn't have the equivalent impact on the
economy.

It is our guiding approach that markets are tethered to the economy underneath it.
While markets can vacillate to a limited degree, it is the economy which dictates the big
picture direction of markets. Even if the coronavirus breakout worsens further before it
is contained, the truth is that it will only impact the global economy to a miniscule
degree.
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“Although we aren’t detecting
recessionary forces just yet, we
do know these growth periods do
eventually come to an end.”

“Our outlook suggests staying
aligned with further growth while
continuing to lean into the more
resilient end of the stock market...”

Checking In on 2020

From a market standpoint, there are number of potential risks to the U.S. economy, but
the coronavirus outbreak is nowhere near the top. Our top concern is the very extended
duration of the economic expansion. At ten and half years, it is the longest stretch of
uninterrupted growth in history. Although we aren't detecting recessionary forces just
yet, we do know these growth periods do eventually come to an end.

Another concern is the dependency the present economy is placing on borrowing and
lending. Over the last ten years, the pace of growth in borrowed money for households
and commercial businesses has exceeded the growth in GDP. Therefore, balance
sheets and debt-to-income ratios appear very stretched compared to historical
standards.

Likewise, concerns are mounting about the exhaustive lengths central banks are willing
to go in order to sustain the existing expansion. Historically, central banks have utilized
monetary policy tools to counteract the forces of a recession while assisting the
economy back to recovery. The pending problem we face in 2020 is the bag of
conventional monetary policy tools is close to empty. Over the last several years,
central banks have been reticent to fill it back up and, instead, folded to any form of
market discontent while hoping a day of reckoning will never come.

Nonetheless, on a wave of central bank liquidity unleashed in 2019, the global
economic trends are pointing to improving growth for 2020. Our outlook suggests
staying aligned with further growth while continuing to lean into the more resilient end
of the stock market — that means large caps, growth over value, and portions of high
quality and low volatility stocks. It also means steering away from the riskier end of
small caps, foreign developed, and emerging market stocks.
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Interested in Adaptive Business Cycle Investing?

Today's markets, economies, and policies are more complex than ever, challenging investors on
what to watch and when to take action.

At Harman Wealth Management, we understand sound investments are uniquely supported by the
conditions that favor them. Likewise, when conditions change, so do the investments that benefit.

That's why we conduct rigorous and disciplined tracking of the U.S. business cycle. We also track
the cyclical factors that shape our investing environment, like currencies, commodities, and rates.
We embrace a world where investing dynamics are constantly evolving and believe it's imperative
to have an investment strategy that adapts with it.

With Adaptive Business Cycle Investing, we invest consistent with business cycle forces. We aim to
align investments with the conditions driving returns in the present, rather than chasing what worked
in the past.

About Harman Wealth Management
At Harman Wealth Management, we provide private, advanced, independent planning
and investment management to individuals, families, and institutional clients.

We value in-depth economic research, evidence-based investment methods, and
rigorous risk management. We are committed to integrative advanced planning by
aligning investment objectives with business cycle opportunities and risks.

At Harman Wealth Management, our aim is to help clients realize their goals within a
disciplined, insightful, and rewarding relationship.

For more information about Harman Wealth Management or investing with the
business cycle, contact us at 281-719-8601.

Disclosures:

It is our goal to help investors by identifying changing market conditions. However, investors should be aware that no financial advisor can accurately
predict all of the changes that may occur in the market. Information is based on sources believed to be reliable; however, their accuracy or completeness
cannot be guaranteed.

Investing involves risk including the potential loss of principal. No investment strategy can guarantee a profit or protect against loss in periods of declining
values. Past performance is no guarantee of future results. There is no guarantee that a diversified portfolio will outperform a non-diversified portfolio in
any given market environment.

Please note that individual situations can vary. Therefore, the information presented here should only be relied upon when coordinated with individual
professional advice.

The Standard and Poor’s 500 is an unmanaged index generally representative of the U.S. stock market and cannot be invested in directly.

In general, the bond market is volatile as prices rise when interest rates fall and vice versa. This effect is usually pronounced for longer-term securities.
Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss. Bonds are also subject to other types of risks
such as call, credit, liquidity, interest rate, and general market risks.

Securities and advisory services offered through SagePoint Financial, Inc., member FINRA/SIPC. Harman Wealth Management is a marketing
designation. SagePoint Financial, Inc., does not provide any tax or legal advice. Economic research and analysis provided by Alphalytics Research, which
is not affiliated with SagePoint Financial, Inc.
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