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On this issue of The Spyglass Advisor, titled "The Shape of the Economic Recovery,"; we discuss
three issues that are very much on the minds of every entrepreneur, citizen, or elected official,
What will the economy look like after the pandemic. As we wrote this piece it reminded me of
something author John C. Maxwell said fo me last week, and we want to share it is as food for
thought, Jonh C. Maxwell said: "On the other side of a storm is the strength that comes from
navigating through it, raise your sail and begin."

On that note, we discuss in this issue the following topics:

1. What does the shape of the economic recovery look like, and what are their probabilities.

2. The primary economic benchmarks of the U.S. have begun to show weakness; we show you
the impact.

3. We update the Coronavirus Pandemic in a series of graphs that include the worlds, the U.S.,
and Puerto Rico.

1. The Shape of the Economic Recovery: "V," "U" or "L"

The Coronavirus Pandemic crisis has resulted in one of the fastest economic contractions in history.
We have begun to analyze what may determine the shape of the recovery in the U.S. and Puerto Rico.

As the economy of the U.S. and Puerto Rico came to a halt, we knew that the economic impact would
be fast and severe. However, what we need to figure out is how we come out of this economic
contraction. There are three distinct variables to the economic recovery that follows. In these situations,
the recovery represents itself in either "V," "U," or "L" shape. We predict a "U-shaped" recovery since it is
better represents the gradual resumption of activity that the White House Medical Task Force is favoring
after the prolonged period of social distancing measures begins to ease.



The International Monetary Fund predicts that the U.S. Real GDP Outlook will contfract during 2020 in the
range o -5.90% and Puerto Rico Real GDP Outlook is predicting a -6.0% confraction, and we do not
expect to experience optimal economic activity until the latter part of 2021.

The Coronavirus Pandemic is a classic example of what economists call an "exogenous shock," which
means that it is an event or development coming from outside of the system itself that has excellent

effects on an economy. Some examples include wars, natural disasters, technological change, changes
in demographics, and pandemics.
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Defining the "V," "U," and "L" shaped economic recoveries:

o The "V"shape: it's probably the most bullish, the thought process is that the economy
was fundamentally strong before the Coronavirus lock-down. Thus, a V-shaped recovery
implies a fast return to the same levels the economy was and the second half of 2020
absorbing the shortfall of the first half, which would result in 2020 contracting by -1.2%.
Odds of occurring 27%.

¢ The "U" Shape: this recovery occurs gradually, and the economy does not return to
normal levels quickly, and the rest of 2020 does not recover fully. Those that predict the
“U" shape recovery is based on the Coronavirus not spreading after the lock-down and
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social distancing have been reduced. What the "U" shape predicts is that human
behavior will change and alter how business is conducted, socialization happens. We
tend to agree with the "U" shape as we are convinced that human behavior will be
changed for the next three generations. You see, it takes a human being, on average,
66 days for a habit fo become automatic. We will reach 66 days of lock-down on May
19, 2020, and once that happens, our new reality becomes a habit. In this scenario, GDP
contracts by -3.2% in 2020, and even by late-2021, GDP has not returned to 2019 levels.
Odds of occurring 58%.

The "L" Shape: of the three, the "L" recovery is by far the most pessimistic, as it would
maintain economic weakness and Coronavirus causing permanent damage to the
economic model. The "L" shape would keep unemployment at higher levels, and
thousands of businesses filing bankruptcy as the Government safety net would prove
inadequate. In the "L" shape, depression takes place lasting beyond 2021.0dds of
occurring 15%.

The permanent effects the Coronavirus may have in the U.S., and Puerto Rico economies are
difficult to determine and calculate. Our new reality is wearing face masks, using latex gloves,
carrying sanitizer, alcohol and practicing social distancing, avoiding large crowds is on route to
becoming a long-term habit and a daily routine for all of us.

2. Principal Economic Benchmarks

U.S. Business Sales: fell to $1,465 Trillion down from $1,471Trillion last month or 0.48% less.
U.S. Initial Jobless Claims: another 5,245 million American filed for unemployment,
increasing the number of unemployed to 22,034 million.

U.S. Housing Starts: fell to $1.44 Trillion or -22.95% less

U.S. Business Inventories: fell to $ 1.42 trillion or -.043%

U.S. Industrial Production MoM: fell -5.40%, compared to 0.46% last month.

U.S. Retail and Food Services Sales MoM: fell -8.73%, down from -0.45% last month.
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The Labor Department reported today 5,245 million of
Initial Jobless Claims, which, when added to the 6,615mm,
6,867mm & 3,307mm from the last three weeks, reach a
total of 22,034 million new jobless claims.
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3. Coronvirus Update in Graphs

Birling Capital LLC e PO Box 10817 San Juan, PR 00922 e 787.247.2500 e 787.645.8430 e frc@birlingcapital.com



BIRLING coronavirus Update 4/21/20 World, U.S. & P.R.

CAPITAL ADYISORS, LLC

® World Coronavirus Cases
US Coronavirus Cases
® US Coronavirus Tests Administered
World Coronavirus Deaths
US Coronavirus Deaths
US Coronavirus Recoveries
Puerto Rico Coronavirus Cases
Puerto Rico Coronavirus Deaths

s

Source: Johns Hokings Center for Systems Sclence and Engineering Center

Mar 9

BIRLING Coronavirus Update 4/21/20 World Data
CAPITAL ADVISORS, LLC
Source: Johns Hokings Center for Systems Science and Engineering Center

® World Coronavirus Cases

1.60M

800000.0
0.00

Mar 9 Mar 23 Apr 6 Apr 20
@ World Coronavirus Cases Per Day

90000.00

30000.00
0.00

Mar 9 Mar 23 Apr 6 Apr 20
® World Coronavirus Deaths Per Day

9000.00

6000 00

0.00
Mar 9 Mar 23 Apr 6 Apr 20
@ MSCI World Total Return Level % Change

16.00%
24.00%

Birling Capital LLC e PO Box 10817 San Juan, PR 00922 e 787.247.2500 e 787.645.8430 e frc@birlingcapital.com



9 BIRLI N G Coronavirus Update 4/21/20 P.R. Data

CAPITAL ADVISORS, LLC
Source: Johns Hokings Center for Systems Science and Engineering Center

® Puerto Rico Coronavirus Cases
Puerto Rico Coronavirus Deaths

We hope you have enjoyed this edition of The Spyglass Advisor and we welcome your thoughts
and comments. Please feel free to call us at 787-247-2500 or write to us at frc@BirlingCapital.com

Francisco Rodriguez-Castro
President & CEO

About Birling Capital

Birling Capital is a corporate advisory and consulting firm that provides extensive corporate finance
and advisory services to institutional, government, corporate, mid-market, family corporations, and
their owners to identify and resolve problems related to the organization's finances. We use a holistic
approach to both assets and liabilities with integrated business, personal and family needs and goals.
Over the past two decades, our firm's directors have advised on more than hundreds of transactions
in the corporate, healthcare, retail, education, insurance, banking and government markets.

You have particular problems. We provide long-term solutions. Doing the right thing at the right time.

Birling's The Spyglass Advisor © is a publication prepared by Birling Capital LLC and is a summary of recent geopolitical,
economic, market, and other developments that may be of interest to clients of Birling Capital LLC. This report is infended
for general information purposes only, is not a complete summary of the matters referred to, and does not represent an
investment, legal, regulatory, or tax advice. Recipients of this report are cautioned to seek appropriate professional counsel
regarding any of the matters discussed in this report considering the recipients' situation. Birling Capital does not undertake
to keep the recipients of this report advised of future developments or changes in any of the matters discussed in this report.
Birling Capital. The man and log symbol and Birling Capital are among the registered tfrademarks of Birling Capital. All rights
reserved.
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