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TWO MINUTE DRILL
April 30, 2020

The COVID-19 crisis has compressed years of
technological disruption into the space of just a few
months. Taken as a whole, it is likely that businesses and
consumers will reap long-term benefits from the Mach-
speed innovation we have seen in videoconferencing,
tele-medicine, ecommerce, biotechnology, and streaming
media since January.

Unfortunately, the march forward comes at a price. For
example, the COVID lockdown has magnified long-
standing business model challenges for shopping malls
and retail stores. Oil producers are suffering mightily
from a simultaneous supply glut and demand collapse.
Restaurants which lack the ability to offer delivery or
pick-up services are finding it nearly impossible to
generate revenue without paying customers. And travel-
related companies cannot generate revenue without
travelers.

At the time of this writing, rental car company Hertz
(HTZ) is reportedly contemplating a bankruptcy filing.

Car rentals have fallen off a cliff over the past several
weeks, as a direct consequence of the 90% decline in
business and pleasure travel. Although COVID-19 may be
the “straw” that breaks Hertz’s back, this chart shows
that both HTZ and Avis (CAR) have been in decline for
years. In large part, the demise of the rental car industry
is due to the concurrent rise of ride-hailing services
Uber Technologies (UBER) and Lyft (LYFT). The combined
market capitalizations of HTZ and CAR total less than

$1.5 billion, down precipitously from $20 billion as
recently as 2014. Meanwhile, the combined market caps
of UBER and LYFT are more than $60 billion.

In our opinion, the current crisis increases the risks

of permanent impairments to certain businesses,
especially within the travel, dining, and energy
industries. While it is true that many of these stocks
appear cheap based upon traditional valuation metrics,
we advise caution. After all, both HTZ and CAR have been
fundamentally inexpensive stocks for years. With the full
benefit of hindsight, it is now apparent that they were
cheap for valid reasons.

800.966.4596 | www.jagcapm.com



DISCLOSURES

These comments were prepared by Norm Conley, an investment advisor representative of JAG Capital Management, LLC, an SEC registered investment advisor. The
information herein was obtained from various sources believed to be reliable; however, we do not guarantee its accuracy or completeness. The information in this
report is given as of the date indicated. We assume no obligation to update this information, or to advise on further developments relating to securities discussed
in this report. Opinions expressed are those of the advisor listed above as of the date of this report and are subject to change without notice. Opinions of individual

representatives may not be those of the Firm. Additional information is available upon request.

The information contained in this document is prepared for general circulation and is circulated for general information only. It does not address specific investment
objectives, or the financial situation and the particular needs of any recipient. Investors should not attempt to make investment decisions solely based on the
information contained in this communication as it does not offer enough information to make such decisions and may not be suitable for your personal financial
circumstances. You should consult with your financial professional prior to making such decisions. For institutional investors: J.A. Glynn Investments, LLC, and JAG Capital
Management, LLC, both have a reasonable basis to believe that you are capable of evaluating investment risks independently, both in general and with regard to
particular transactions or strategies. For institutions who disagree with this statement, please contact us immediately.

Market Index performance statistics are provided by Advent Axys via benchmark data from FT Interactive Data and are presented for the time frame noted. Individuals
cannot invest directly in an index. PAST PERFORMANCE SHOULD NOT BE CONSIDERED INDICATIVE OF FUTURE PERFORMANCE. ANY INVESTMENT CONTAINS RISK INCLUDING THE
RISK OF TOTAL LOSS.

This document does not constitute an offer, or an invitation to make an offer, to buy or sell any securities discussed herein. J.A. Glynn & Co., JAG Capital Management,
LLC, and its affiliates, directors, officers, employees, employee benefit programs and discretionary client accounts may have a position in any securities listed herein.
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