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There are two important macroeconomic releases this week. Thursday [April 2] is
weekly initial unemployment claims. Last week, claims were 3.28 million, which was
obviously a record jump. This week's release will also be very informative. Importantly,
the data we receive this week are about last week, so one week stale; nevertheless, the
initial claims are very important. On Friday [April 3], we will get the unemployment
numbers for nonfarm payrolls.

Let me focus on the unemployment number. It will not look as bad as the initial
unemployment claims figure. The reason is that the unemployment number is based on
a survey of about 60,000 people, surveyed throughout the month, and is heavily
weighted toward the beginning and middle of the month. We know that the employment
situation became worse at the end of the month. Irrespective of that, people are talking
about the possibility that the unemployment rate is going to look like it did in the Great
Recession. At that time, the unemployment rate peaked at 10.6%. Over 16 million
Americans were out of work—and that was actually in January 2010 after the official end
of the Great Recession. So employment is a lagging indicator.

Our current situation is pretty grim. In the industries that are obviously really hard hit,
such as restaurants, bars, and retail, there are 30 million people working, and easily half
could lose their jobs. On top of that, another 37 million working in industries are severely
at risk, think about airline travel. If we put these numbers together, there are 67 million
people whose jobs are at risk, and 40 or 50% of that number—you can easily do the
math—would be a 25% unemployment rate. That rate is greater than the estimated rate
during the Great Depression.

People are asking me if this is another depression. | would not jump to that conclusion
for multiple reasons. Number one, the Great Depression went on and on and on. It
started in 1929. Four years later we seemed to emerge, but then ran right back into
recession. The Great Depression was a prolonged period of economic stagnation and
decreased growth. This episode is different in that it hit really hard and fast.

There is also a light at the end of the tunnel in terms of the possibility that everybody can
eventually be tested for COVID-19 and those people who are detected as having the
virus can be isolated. Then, we can get back to work. Even though | expect there will be
record unemployment the like of which we've never seen, | also expect that just as we
saw a spike up in unemployment, we will see a spike down in unemployment. So think of
this particular episode as a regular recession that's just compressed, say, a Great
Compression. We get into it very quickly as the economy suddenly stops. And then once
we're beyond the point of risk, I'm hopeful the economy can snap back quickly.
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The material contained in this document is for informational purposes only. It is not intended as an offer or a solicitation for the purchase and/or sale of any security, derivative,
commodity, or financial instrument, nor is it advice or a recommendation to enter into any transaction. Research results relate only to a hypothetical model of past performance (i.e.,
a simulation) and not to actual results or historical data of any asset management product. Hypothetical investor accounts depicted are not representative of actual client accounts.
No allowance has been made for trading costs or management fees, which would reduce investment performance. Actual investment results will differ. Simulated data may have
under-or-over compensated for the impact, if any, of certain market factors. Simulated returns may not reflect the impact that material economic and market factors might have had
on the advisor's decision-making if the advisor were actually managing clients’ money. Simulated data is subject to the fact that it is designed with the benefit of hindsight. Simulated
returns carry the risk that actual performance is not as depicted due to inaccurate predictive modeling. Simulated returns cannot predict how an investment strategy will perform in
the future. Simulated returns should not be considered indicative of the skill of the advisor. Investors may experience loss of all or some of their investment. Index returns represent
backtested performance based on rules used in the creation of the index, are not a guarantee of future performance, and are not indicative of any specific investment. Indexes are
not managed investment products and cannot be invested in directly. This material is based on information that is considered to be reliable, but Research Affiliates, LLC (“RA") and
its related entities (collectively “Research Affiliates”) make this information available on an “as is” basis without a duty to update, make warranties, express or implied, regarding the
accuracy of the information contained herein. Research Affiliates is not responsible for any errors or omissions or for results obtained from the use of this information.

Nothing contained in this material is intended to constitute legal, tax, securities, financial or investment advice, nor an opinion regarding the appropriateness of any investment. The
information contained in this material should not be acted upon without obtaining advice from a licensed professional. RA is an investment adviser registered under the Investment
Advisors Act of 1940 with the U.S. Securities and Exchange Commission (SEC). Our registration as an investment adviser does not imply a certain level of skill or training. RA is not a
broker-dealer and does not effect transactions in securities.

Investors should be aware of the risks associated with data sources and quantitative processes used to create the content contained herein or the investment management process.
Errors may exist in data acquired from third party vendors, the construction or coding of indices or model portfolios, and the construction of the spreadsheets, results or information
provided. Research Affiliates takes reasonable steps to eliminate or mitigate errors and to identify data and process errors, so as to minimize the potential impact of such errors;
however, Research Affiliates cannot guarantee that such errors will not occur. Use of this material is conditioned upon, and evidence of, the user's full release of Research Affiliates
from any liability or responsibility for any damages that may result from any errors herein.

The trademarks Fundamental Index™, RAFI™, Research Affiliates Equity™, RAE™, and the Research Affiliates™ trademark and corporate name and all related logos are the
exclusive intellectual property of RA and in some cases are registered trademarks in the U.S. and other countries. Various features of the Fundamental Index methodology, including
an accounting data-based non-capitalization data processing system and method for creating and weighting an index of securities, are protected by various patents of RA. (See
applicable US Patents, Patent Publications and protected trademarks located at https.//www.researchaffiliates.com/legal/disclosuresttpatent-trademarks-and-copyrights, which
are fully incorporated herein.) Any use of these trademarks, logos, or patented methodologies without the prior written permission of RA is expressly prohibited. RA reserves the right
to take any and all necessary action to preserve all of its rights, title, and interest in and to these marks and patents.

The views and opinions expressed are those of the author and not necessarily those of RA. The opinions are subject to change without notice.
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