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COVID-19
COVID-19 cases outside of Hubei province and South Korea continued to rise and to spread geographically. Italy
instituted extreme measures to slow the spread of the virus there. The U.S. began to see widespread efforts to
create social distancing, including the cancellation of many events as well as school closures. The Fed and other
central banks intervened to provide liquidity to funding markets, and many nations are readying fiscal stimulus
measures as well as targeted actions to help offset the impact of the virus control measures on incomes. Capital
markets continued to move away from risk assets as the likely economic impact of the pandemic appears even
worse.
Our Take: The actions being taken worldwide to combat the virus will have a negative effect on growth.
How long and how severe this negative impact will be is not yet known. Also unknown is the extent to which the
growth disruption pushes leveraged firms and nations into financial distress, which would have a longer-lasting
negative effect on growth.

The Fed
The Fed announced a new initiative in an effort to calm the market and ease “temporary disruptions” in Treasury
financing markets. The New York Fed stated it would offer $500 billion in a three-month repo operation both
Thursday and Friday as well as an additional $500 billion in a one-month operation. In total, the moves provide up
to $1.5 trillion into the short-term funding markets. In addition, the Fed said it would shift its monthly reserve
management purchases of $60 billion, previously limited to short-term Treasury bills, toward a broader range of
maturities in order to maintain liquidity across the maturity spectrum.
Our Take: The Fed is stepping in aggressively to provide liquidity and calm the market. All eyes are on next
week’s FOMC meeting where the Fed is expected to make further cuts to interest rates.

Oil
OPEC and Russia failed to reach an agreement on production limits in the face of declining crude demand due to
the global response to the COVID-19 pandemic. Both Saudi Arabia and Russia have pledged to drastically increase
production over the next few weeks, and both are sharply discounting prices for crude cargoes. Benchmark crude
prices fell by close to a third.
Our Take: Crude prices are likely to remain at a low level until OPEC and Russia reach another agreement
or U.S. shale production declines significantly.

Municipals
Alaskan officials suspended most out-of-state travel and implemented a hiring freeze for state employees in
response to the decline in oil prices this week.
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Our Take: Alaska’s state budget assumes $59 per barrel oil. This week’s drop in oil prices adds strain to
Alaska’s finances. Should oil prices remain low, other action besides the hiring freeze and limiting travel will likely
be taken to respond to a future budget shortfall.

To reach a representative for your region, please contact:
U.S. West Region (AK, AR, AZ, CA, CO, HI, IA, ID, IL, KS, LA, MI(UP), MN, MO, MT, ND, NE, NM,
NV, OK, OR, SD, TX, UT, WA, WI, WY):
Joel Dykman (608) 609-4141 jdykman@reinhart-partnersinc.com
U.S. Southeast Region (AL, DC, FL, GA, KY, MD, MS, NC, PR, SC, TN, VA, WV):
Christopher Rhyne (336) 817-8206 crhyne@reinhart-partnersinc.com
U.S. Northeast Region (CT, DE, IL, IN, MA, ME, MI, NH, NJ, NY, OH, PA, RI, VT)
Christopher Hodges (443) 326-1875 chodges@reinhart-partnersinc.com

All expressions of opinions are subject to change without notice in reaction to shifting market conditions. All information is based on sources deemed
reliable, but no warranty or guarantee is made as to its accuracy or completeness. Neither the information nor any opinion expressed herein constitutes a solicitation for the purchase or sale of any securities, and should not be relied on as financial advice.

Reinhart Partners, Inc.

1500 W. Market Street, Suite 100
Mequon, WI 53092
262-241-2020
www.reinhart-partnersinc.com

