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Market Week: July 6, 2020

July 06, 2020

The Markets (as of market close July 3, 2020)

Domestic stocks surged last Monday, as a robust pending home sales report overshadowed an increase in
COVID-19 cases. Pending sales of existing homes soared over 44% in May, a record-setting rate that
should lead to gains in existing homes sales in June and July. A jump in Boeing Co. stock helped propel
the S&P 500, which virtually wiped out its June losses. The small caps of the Russell 2000 climbed more
than 3.0%, followed by the Dow, the S&P 500, the Nasdaq, and the Global Dow. Crude oil prices gained
nearly 3.0% while bond yields were unchanged.

Equities closed what proved to be a volatile June on a high note. The Dow ended Tuesday up 0.9%, the
S&P 500 gained 1.5%, and the Global Dow rose 0.8%. But the big winners were the Russell 2000, up
1.4%, and the Nasdaq, which climbed 1.9%. Investors pushed stocks higher despite sobering news related
to the ongoing battle against COVID-19. Top government health adviser, Dr. Anthony Fauci cautioned that
a COVID-19 vaccine remains uncertain. Also, Federal Reserve Chairman Jerome Powell, during testimony
before the House Committee on Financial Services, stated that while economic data is showing some
positive signs, economic growth remains extraordinarily uncertain and will depend in large part on success
in containing the virus.

Wednesday produced a mixed bag for stocks. The Nasdaq, Global Dow, and S&P 500 posted gains, while
the Dow and Russell 2000 lost value. Crude oil prices advanced, while Treasuries and the dollar fell. Early
in the day stocks climbed on news that preliminary tests of a COVID-19 vaccine developed by Pfizer and
BioNTech were favorable. However, the stock gains were short-lived following reports that both California
and Arizona had their biggest daily increases in virus cases.

June's employment figures far surpassed expectations with more than 4.8 million new jobs added, giving
investors another sign that the economy is picking up steam. Heading into the Fourth of July weekend, the
major markets were closed last Friday in observance of the holiday. Nevertheless, each of the benchmark
indexes listed here enjoyed solid weekly returns. The Nasdaq, once again, led the way, gaining over 4.6%,
followed by the S&P 500, which closed up by more than 4.0%. Treasury yields remained steady, while
crude oil prices gained and the dollar fell slightly.

Crude oil prices rebounded last week, closing at $40.32 per barrel by late Thursday afternoon, up from the
prior week's price of $38.10. The price of gold (COMEX) advanced for the third consecutive week, closing
at $1,787.60 by late Thursday afternoon, up from the prior week's price of $1,784.10. The national average
retail regular gasoline price was $2.174 per gallon on June 29, $0.045 higher than the prior week's price but
$0.539 less than a year ago.
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Stock Market Indexes

Market/Index 2019 Close Prior Week As of 7/2 Weekly Change YTD Change

DJIA 28,538.44 25,015.55 25,827.36 3.25% -9.50%

Nasdaq 8,972.60 9,757.22 10,207.63 4.62% 13.76%

S&P 500 3,230.78 3,009.05 3,130.01 4.02% -3.12%

Russell 2000 1,668.47 1,378.78 1,431.86 3.85% -14.18%

Global Dow 3,251.24 2,775.41 2,862.16 3.13% -11.97%

Fed. Funds
target rate

1.50%-1.75% 0.00%-0.25% 0.00%-0.25% 0 bps -150 bps

10-year
Treasuries

1.91% 0.63% 0.66% 3 bps -125 bps

Chart reflects price changes, not total return. Because it does not include dividends or splits, it should not
be used to benchmark performance of specific investments.

Last Week's Economic News

• There were 4.8 million new jobs added in June, and the unemployment rate declined by 2.2 percentage
points to 11.1%. These improvements in the labor market reflected the continued resumption of
economic activity that had been curtailed in March and April due to the COVID-19 pandemic and efforts
to contain it. In June, employment in leisure and hospitality rose sharply. Notable job gains also occurred
in retail trade, education and health services, other services, manufacturing, and professional and
business services. The number of unemployed persons fell by 3.2 million to 17.8 million. Although
unemployment fell in May and June, the jobless rate and the number of unemployed are up by 7.6
percentage points and 12.0 million, respectively, since February. The labor force participation rate
increased by 0.7 percentage point in June to 61.5%, but is 1.9 percentage points below its February
level. The employment-population ratio, at 54.6%, rose by 1.8 percentage points over the month but is
6.5 percentage points lower than in February. In June, average hourly earnings fell by $0.35 to $29.37,
reflecting job gains among lower-paid workers. The average work week decreased by 0.2 hour to 34.5
hours in June.

• According to the latest purchasing managers' index from IHS Markit, manufacturing continued to retract
in June, but at a much slower pace than in April and May, as companies began to reopen. New orders
from customers helped push production higher last month. The manufacturing sector saw employment
decline for the fourth consecutive month in June, however, the overall loss of jobs was considerably
weaker than those seen in the prior two months.

• The news was more positive from the Institute for Supply Management® as it reported that
manufacturing actually grew in June. According to the Manufacturing ISM® Report On Business®, the
June purchasing managers' index registered 52.6%, up 9.5 percentage points from the May reading.
This figure indicates expansion in the overall economy for the second straight month after April's
contraction. New orders increased dramatically, climbing nearly 25 percentage points from May.
Production and employment also expanded notably in June.

• The international trade in goods and services report for May, out July 2, shows the trade deficit was
$54.6 billion, up $4.8 billion, or 9.7%, from April. In May, exports fell 4.4% and imports slid 0.9%. Year to
date, the goods and services deficit decreased $22.3 billion, or 9.1%, from the same period in 2019. Of
particular note, the trade deficit with China increased $1.9 billion to $27.9 billion in May. Exports to
China increased $0.7 billion to $10.0 billion, and imports from China increased $2.7 billion to $37.9
billion.

• For the week ended June 27, there were 1,427,000 claims for unemployment insurance, a decrease of
55,000 from the previous week's level, which was revised up by 2,000. According to the Department of
Labor, the advance rate for insured unemployment claims was 13.2% for the week ended June 20,
unchanged from the prior week's revised rate. The advance number of those receiving unemployment
insurance benefits during the week ended June 20 was 19,290,000, an increase of 59,000 from the prior
week's level, which was revised down by 291,000.

Key Dates/Data Releases

7/6: ISM Non-Manufacturing
PMI

7/7: JOLTS

7/10: Producer Price Index,
Treasury budget
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Eye on the Week Ahead

The end of the week offers a glimpse at inflationary trends with the latest information on producer prices.
Also this week is the June Treasury budget report. Government spending has been up and income has
been down, primarily due to the pandemic.

Data sources: Economic: Based on data from U.S. Bureau of Labor Statistics (unemployment, inflation);
U.S. Department of Commerce (GDP, corporate profits, retail sales, housing); S&P/Case-Shiller 20-City
Composite Index (home prices); Institute for Supply Management (manufacturing/services). Performance:
Based on data reported in WSJ Market Data Center (indexes); U.S. Treasury (Treasury yields); U.S.
Energy Information Administration/Bloomberg.com Market Data (oil spot price, WTI, Cushing, OK);
www.goldprice.org (spot gold/silver); Oanda/FX Street (currency exchange rates). News items are based
on reports from multiple commonly available international news sources (i.e. wire services) and are
independently verified when necessary with secondary sources such as government agencies, corporate
press releases, or trade organizations. 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. Past performance is no guarantee of future results. All investing involves risk,
including the potential loss of principal, and there can be no guarantee that any investing strategy will be
successful.

The Dow Jones Industrial Average (DJIA) is a price-weighted index composed of 30 widely traded
blue-chip U.S. common stocks. The S&P 500 is a market-cap weighted index composed of the common
stocks of 500 leading companies in leading industries of the U.S. economy. The NASDAQ Composite Index
is a market-value weighted index of all common stocks listed on the NASDAQ stock exchange. The Russell
2000 is a market-cap weighted index composed of 2,000 U.S. small-cap common stocks. The Global Dow
is an equally weighted index of 150 widely traded blue-chip common stocks worldwide. The U.S. Dollar
Index is a geometrically weighted index of the value of the U.S. dollar relative to six foreign currencies.
Market indices listed are unmanaged and are not available for direct investment.

Stiles Financial Services, Inc. is a Registered Investment Adviser.
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