inquiry@fsinsight.com
a fundstrat company 9/1/2020

fs INSIGHT Thomas J. Lee, CFA

FBLAST

COVID-19 UPDATE: Start of the final month of 3Q2020. COVID-19
receding as positivity rate falls to 4.3%... new cycle low

THIS MESSAGE IS BEING SENT SOLELY TO CLIENTS OF FS INSIGHT

STRATEGY: Start of the final month of 3Q2020

The case data for Monday was overall positive as daily cases came in at 31,108, a new cycle
low and down 1,500 vs 7D ago. It would have been better except for 1,100 cases reported by
Tennessee attributable largely due to a prison outbreak, and the test positivity rate is 4.3% and
near cycle low.

We will write more extensively Tuesday night about how we see case evaluation evolving ---> a
case is not a case --> good

- But the 4 epicenter states, FL, CA, AZ, TX, or F-CAT are seeing cases still collapse (AZ has
the slowest case growth in the USA now)

- NY tristate is under control and remains so

- so the back to school surge is happening in states with low case prevalence

Given stocks have been strong in the first two months of 3Q2020 and now strong for all of 2020,
we think there could be a FOMO rather than a "slope of hope" as cash balances remain
elevated with nearly $4.7T of cash on the sidelines. And in the final month of 3Q2020, investors
would likely buy any dip.

- COVID-19 trends are improving, even as back to school, particularly colleges is causing
another mini-wave

- Global economic data is strengthening, even from China and Europe

- Congress has to vote on a budget in October and our policy strategist, Tom Block, sees
stimulus linked to this

- Equities remain healthy and we see upside if economic momentum improves

This latter point needs to bear out this week. So, Friday's payroll report (August) will be
important. The Street is looking for 1.4 million jobs added in August.
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POINT 1: Daily cases fall to 31,108 and would be sub-30,000 except for TN prison cases...
Daily cases came in at 31,108, which is down ~1,500 compared to last week. And US cases
would have likely been sub 30,000 today except for a +1,151 surge (vs. 7D ago) reported by
Tennessee, which is largely due to ~1,000 cases being reported by one prison.
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Again, the daily change vs 7D ago, in our view, is the leading indicator as it is what influences
the 7D moving average. After seeing daily cases essentially flat for the last few days, today saw
daily cases fall -1,532 and would have been closer to -2,600 were it not for a surge from TN.
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Of the 6 states reporting a large increase vs 7D ago, the largest jump is from Tennessee.
6 states with lanyest 7D delta in daily cases

Tennesses 1,818 vs 667 +1.151
Oklahoma 713 vs 357 +356
lowa 608 vs 358 +250
New York 856 vs 408 +248
Indiana 8383 vs 688 +195
Virginia 847 vs 664 +183
Total +2.383

Tennessee saw a jump associated with tests from its Wayne County correctional facility. This
happens periodically, as a prison or some institution will report a large surge in cases. Our
clients know this happened in Texas a few months ago.

[WKRNICOM|  news v WEATHER & TRAFFIC Vv COVID-19 PANDEMIC  WATCH Vv

CORONAVIRUS

TDOC: 965 inmates test positive for
COVID-19 at Wayne County
correctional facility

000000

https://www.wkrn.com/community/health/coronavirus/tdoc-965-inmates-test-positive-for-covid-
19-at-wayne-county-correctional-facility/

6 states with langest 7D deltz in daily cases

Georgia 1,498 vs 234 806

Califomia 4176 vs 4,46 770

Michigan 451 vs 868 47

Texas 234 vs 27 -380

Florida 1,885 vs 2 258 373

Massachusets 304 vs 662 -358

Total 3,104
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Positivity rate falls to 4.3%....
And the positivity rate in the US is still drifting lower, another good sign. It has remained below
10% and even as daily cases are stalling vs 7D ago, the positivity rate seems to be drifting

lower = good. And today's 4.3% is the lowest since pre-June surge. So this is a sign of
progress.
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Daily Case Increases (by State) (08/31)
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POINT 2: Arizona cases are growing the slowest in the entire USA... wow
The growth rate of cases has slowed so much in Arizona that its daily case growth is now the
lowest in the entire USA:

- Daily cases in AZ grew at 0.1%, half of NY state

- At this pace, it will take 802 days for cases to double
- Even TX daily cases have slowed to 0.4% per day
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Growth Rate of Cases (by State)
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The dramatic slowdown in case growth for the 4 epicenter states continues, FL, CA, AZ, TX, or
F-CAT. Daily cases are now 96% off the highs for AZ, 88% for FL and even TX is now 78%

- this is tremendous organic progress
- and except for CA, the other F-CAT states are tracking NY tristate pretty closely
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This matters because the stalling in daily case growth can be attributed to those states with low
case prevalence. As shown below, these states (red line) are the ones behind the rise in daily
cases.
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So we will still expect these states to have a continued rise in cases, reflecting additional
infections associated with back to school.
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Since 8/18/2020, there are now only 16 states with cases <12,500 per 1mm....

There now only 16 states, vs 29 on 8/18, with cases <12,500 per 1mm. So, this is good news,
in a sense. After all, we are not seeing a surge in cases in Florida or Arizona, even as these
states have many colleges and universities.
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POINT 3: India blasts to >85,000 cases per day...
India is the nation with the highest absolute number of daily COVID-19 cases. As shown below
on the daily cases, India exceeded 85,000 cases in a day.
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The heat map, which shows 7D delta in daily cases, show that the two major hotspots in the
world are:

- India
- Argentina

Both nations are seeing the greatest 7D increase in daily cases (more red = bad).
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And as shown below in the quilt, India and Latin America remain the two hotspots in the
World. In fact, US cases are trending lower and we think there is a possibility that US cases
potentially even fall below Europe.
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India's daily cases have the potential to worsen even more dramatically. The reason being that
India's case prevalence remains quite low. The nation has about 2,500 cases per 1mm
residents compared to 18,000 for the US. Thus, India's daily cases could rise as much as 10X
from its current levels.
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