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The Anatomy of a Recession:
What to Look for and Where
We're Headed

Past performance is no guarantee of future
results. Financial term and index definitions
are available in the appendix.



U.S. Recession Recovery Dashboard

* 9 variables have historically foreshadowed a durable recovery

* The overall signal suggests the economy has started a new economic expansion
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Data as of Sept. 30, 2020. Source: FactSet, Bloomberg, Conference Board, Census Bureau, Federal Reserve, FRBPA, Chicago
Fed, ISM, Dept. of Labor, Bloomberg/Barclays, AAll, Investors Intelligence, and Moody's.



Retail Sales Suggest V-Shaped Recovery
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» Strong stimulus measures have supported a robust recovery in consumer spending.

CIearBrIdge Source: U.S. Census Bureau, FactSet. Past performance is not a guarantee of future results. Investors cannotinvestdirectlyin anindex, and unmanaged index returns
Investments do notreflect any fees, expenses or sales charges.



Aren't Recessions Supposed to be Painful?

Disposable Income Per Capita (% Annualized Growth)
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» While 2020 was not the first recession where consumers made more, the current increase
drove a much more rapid recovery than anticipated.

CIearBrldge Data as of June 30, 2020. Source: BEA, FactSet. Past performance is not a guarantee of future results. Investors cannotinvest
Investments directlyin an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



Historic Economic Surprise
Citi Economic Surprise Index (CESI) Set New Record Highs
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» Coming off the lows, the breadth of economic strength was historically strong and well
ahead of expectations.

» We believe this dynamic has been one of the key drivers for the equity rally.

CIearBrldge Data as of Sept. 30, 2020. Source: Citi, FactSet. Past performance is not a guarantee of future results. Investors cannot invest

Investments directlyin an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



Historic Earnings Surprise
Earnings Beats in 2Q20 Were Much Stronger than the Last Recovery
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» Earnings coming in well ahead of expectations have also helped power the market's run
to new highs.

CIearBrldge Data as of June 30, 2020. Source: FactSet. Past performance is not a guarantee of future results. Investors cannotinvest

Investments directlyin anindex, and unmanaged index returns do not reflect any fees, expenses or sales charges.
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Fly in the Ointment

Jobless Claims Remain Historically High

U.S. Initial Jobless Claims
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» Although claims are well below the COVID-19 peak, they remain well
above prior periods of stress.

CIearBrIdge Data as of Sept. 25, 2020. Source: DOL, FactSet, U.S. Initial Claims for Unemployment Insurance Under State Programs. Past performance is not a
Investments guarantee of future results. Investors cannotinvest directlyin an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



Elections Spark Higher Volatility

Average Monthly S&P 500 Volatility During Election Years (Since 1928)
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» Historically, volatility increases prior to presidential elections as participants price the
potential impact of a new administration.

CIearBrldge Source: FactSet. Past performance is not a guarantee of future results. Investors cannotinvestdirectly in an index, and

Investments unmanaged index returns do not reflect any fees, expenses or sales charges.



Strongest 50-Day Rallies in History

Largest 50-Day Gains Ever (Greater than 20%)

S&P 500 Index Return

50-Day
Date % Change 3 Months 6 Months 12 Months

March 6, 1975 26.9% 10.5% 2.3% 18.4%
Oct. 22, 1982 35.6% 3.6% 15.6% 19.5%

March 26, 1991 20.4% -1.3% 2.7% 8.4%
June 24, 1997 20.5% 5.4% 4.1% 26.4%
Dec. 18, 1998 23.8% 10.8% 13.0% 19.6%
May 19, 2009 34.2% 9.7% 20.6% 22.8%

Sept. 16, 2009 21.3% 3.8% 8.5% 5.2%

June 3, 2020 39.6% 10.6% ? ?

Average 6.6% 9.5% 17.2%
% Positive 87.5% 100.0% 100.0%

» Equities have historically continued to do well following the strongest market runs.

CIearBrIdge Dates refer to the end of each 50-day rally. Source: LPL Research, FactSet. Past performance is not a guarantee of future results. Investors cannot invest
Investments directlyin an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



Lots of Shots on Vaccine Goal
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27 COVID-19
Candidates

15 COVID-19
Candidates

76% of candidates in
clinical trials passed
Phase 1

57% of candidates in
clinical trials passed

Phase 2

Phase 1 Phase 2

B Estimated Infectious Disease Vaccine Clinical Trial Success Rates

9 COVID-19
Candidates

85% of candidates in
clinical trials passed

Phase 3

Phase 3

From over 200 candidates, nine drugs have already reached Phase 3 clinical trials.

141 remain in pre-clinical development.

Historically, the success rate at this stage has been over 85%. The odds point to at least

one vaccine being approved.

Investments index, and unmanaged index returns do not reflect any fees, expenses or sales charges.

Source: “Estimation of clinical trial success rates and related parameters”, Biostatistics, Volume 20, Issue 2, April 2019, Pages
273-286; WHO, New York Times. Past performance is not a guarantee of future results. Investors cannotinvest directly in an
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New Secular Bull Market?
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Secular Bear: Average Drawdown -46.1%
Secular Bull: Average Drawdown -25.3%

» In the 12 months following an All-Time High, stocks have historically been up 8.5% on
average with positive returns 72% of the time.

CIearBrldge Secular bear market average drawdown includes selloff beginning September 1929. Data as of Sept. 30, 2020. Source:

Bloomberg, FactSet. Past performance is not a guarantee of future results. Investors cannotinvest directly in an index, and
Investments unmanaged index returns do not reflect any fees, expenses or sales charges.
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Additional Important Information

Past performance is no guarantee of future results.

©2020 Legg Mason Investor Services, LLC, member FINRA, SIPC. "Anatomy of a Recession” is a
trademark of ClearBridge Investments, LLC. Legg Mason Investor Services, LLC and ClearBridge
Investments, LLC are subsidiaries of Franklin Resources, Inc.

All opinions and data included in this presentation are as of October 2020 unless noted
otherwise and are subject to change. The opinions and views expressed herein are of the
presenter and may differ from other managers, or the firm as a whole, and are not intended to
be a forecast of future events, a guarantee of future results or investment advice. This
information should not be used as the sole basis to make any investment decision. The statistics
have been obtained from sources believed to be reliable, but the accuracy and completeness of
this information cannot be guaranteed. Neither ClearBridge Investments nor its information
providers are responsible for any damages or losses arising from any use of this information.

All investments involve risk, including loss of principal. Equity securities are subject to price
fluctuation and possible loss of principal. Fixed-income securities involve interest rate, credit,
inflation, and reinvestment risks; and possible loss of principal. As interest rates rise, the value of
fixed-income securities falls. An investor cannot invest directly in an index. Unmanaged index
returns do not reflect any fees, expenses or sales charges.

Any information, statement or opinion set forth herein is general in nature, is not directed to or
based on the financial situation or needs of any particular investor, and does not constitute, and
should not be construed as, investment advice, forecast of future events, a guarantee of future
results, or a recommendation with respect to any particular security or investment strategy or
type of retirement account. Investors seeking financial advice regarding the appropriateness of
investing in any securities or investment strategies should consult their financial professional.

This material is approved for distribution in those countries and to those recipients listed
below. Note: this material may not be available in all regions listed.

All investors and eligible counterparties in Europe, the UK, Switzerland:

In Europe (excluding UK and Switzerland), this financial promotion is issued by Legg Mason
Investments (Ireland) Limited, registered office 6th Floor, Building Three, Number One
Ballsbridge, 126 Pembroke Road, Ballsbridge, Dublin 4, D04 EP27. Registered in Ireland,
Company No. 271887. Authorised and regulated by the Central Bank of Ireland.

All Qualified Investors in Switzerland:

In Switzerland, this financial promotion is issued by Legg Mason Investments (Switzerland)
GmbH, authorised by the Swiss Financial Market Supervisory Authority FINMA. Investors in
Switzerland: The representative in Switzerland is FIRST INDEPENDENT FUND SERVICES LTD.,
Klausstrasse 33, 8008 Zurich, Switzerland and the paying agent in Switzerland is NPB Neue Privat
Bank AG, Limmatquai 1, 8024 Zurich, Switzerland. Copies of the Articles of Association, the
Prospectus, the Key Investor Information documents and the annual and semi-annual reports of
the Company may be obtained free of charge from the representative in Switzerland.

All investors in the UK:

In the UK this financial promotion is issued by Legg Mason Investments (Europe) Limited,
registered office 201 Bishopsgate, London EC2M 3AB.

ClearBridge

Investments

Registered in England and Wales, Company No. 1732037. Authorized and regulated by the
Financial Conduct Authority. Client Services +44 (0)207 070 7444

All Investors in Hong Kong and Singapore:

This material is provided by Legg Mason Asset Management Hong Kong Limited/ Franklin
Templeton Investments (Asia) Limited in Hong Kong and Legg Mason Asset Management
Singapore Pte. Limited (Registration Number (UEN): 200007942R)/ Templeton Asset
Management Ltd. (Registration No. (UEN) 199205211E) in Singapore.

This material has not been reviewed by any regulatory authority in Hong Kong or
Singapore.

All Investors in the People's Republic of China ("PRC"):

This material is provided by Legg Mason Asset Management Hong Kong Limited to
intended recipients in the PRC. The content of this document is only for Press or the PRC
investors investing in the QDII Product offered by PRC's commercial bank in accordance
with the regulation of China Banking Regulatory Commission. Investors should read the
offering document prior to any subscription. Please seek advice from PRC's commercial
banks and/or other professional advisors, if necessary. Please note that Legg Mason and
its affiliates are the Managers of the offshore funds invested by QDII Products only. Legg
Mason and its affiliates are not authorized by any regulatory authority to conduct
business or investment activities in China.

This material has not been reviewed by any regulatory authority in the PRC.
Distributors and existing investors in Korea and Distributors in Taiwan:

This material is provided by Legg Mason Asset Management Hong Kong Limited to eligible
recipients in Korea and by Legg Mason Investments (Taiwan) Limited (Registration Number:
(98) Jin Guan Tou Gu Xin Zi Di 001; Address: Suite E, 55F, Taipei 101 Tower, 7, Xin Yi Road,
Section 5, Taipei 110, Taiwan, R.O.C.; Tel: (886) 2-8722 1666) in Taiwan. Legg Mason
Investments (Taiwan) Limited operates and manages its business independently.

This material has not been reviewed by any regulatory authority in Korea or Taiwan.

If the Press would like to re-edit the press release from their own point of view, it should
base on the public information provided by the Legg Mason Investments (Taiwan) and the
information contained in such press releases shall be not over-promising or exaggerating.

All Investors in the Americas:

This material is provided by Legg Mason Investor Services LLC, a U.S. registered Broker-Dealer,
which includes Legg Mason Americas International. Legg Mason Investor Services, LLC, Member
FINRA/SIPC, and all entities mentioned are subsidiaries of Legg Mason, Inc.

All Investors in Australia and New Zealand:

This document is issued by Legg Mason Asset Management Australia Limited (ABN 76 004 835
839, AFSL 204827). The information in this document is of a general nature only and is not
intended to be, and is not, a complete or definitive statement of matters described in it. It has
not been prepared to take into account the investment objectives, financial objectives or
particular needs of any particular person.

973027-CBAX539422

13



	Slide Number 1
	U.S. Recession Recovery Dashboard
	Retail Sales Suggest V-Shaped Recovery
	Aren't Recessions Supposed to be Painful?
	Historic Economic Surprise
	Historic Earnings Surprise
	Fly in the Ointment
	Elections Spark Higher Volatility
	Strongest 50-Day Rallies in History
	Lots of Shots on Vaccine Goal
	New Secular Bull Market?
	Biography
	Additional Important Information

