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Equities Edged Higher as an Accelerating U.S. Outbreak Stirred Concerns that Early Economic Recovery Could Falter if Widespread Business Restrictions are Reimposed

Stocks and yields both rose sharply early as incoming data reflected economic activity picking up and global policymakers showed a willingness to do whatever it takes to
provide support until a more robust recovery is underway. In the first week alone, the S&P 500 rallied 4.9% and the 10-year yield jumped nearly 25 bps after both U.S. ISM
surveys perked up in May, global PMIs notched broad improvements, and the U.S. recorded a surprise, albeit small, recovery of some of the jobs lost in April. Total payrolls
rose 2.5 million, shocking estimates for a 7.5 million loss, and unemployment fell from 14.7% to 13.3% instead of rising to 19.0% as was expected. Also during that week,
the Fed expanded its Municipal Liquidity Facility, the ECB expanded its emergency asset purchase program, and President Trump signed into law a bill to make it easier for
small businesses to have PPP loans from the SBA forgiven.

However, that first Friday marked peak optimism in June. Despite evidence that economic activity had picked up as social restrictions were loosened, virus statistics showed
the pace of new infections had also gained steam. Concerns were first stirred by a cluster of cases in Beijing that led to “war-time” containment efforts to quash the new
outbreak. Worries intensified as accelerating state outbreaks in the U.S., including in Arizona, California, Florida, and Texas, led to a new record for nationwide infections.
The resurgence in new cases shifted the focus to testing positivity rates and hospitalizations as medical experts, economists, and investors sought to discern how much of
the increase was the result of expanded testing identifying less severe cases versus the possibility of a new wave of infections.

As the focus shifted, equities and yields gradually gave up their early gains. Concerns grew that a new outbreak could lead to a second round of local lockdowns, even if
state and national leaders decided against broad-based restrictions, which could cut short an early recovery. While markets cooled as infections heated up, and although
absolute levels remained well below pre-pandemic levels, the economic data continued to improve. Small business and consumer confidence recovered more than
expected. The recovery for retail sales was much stronger than economists forecasted. Although still tragically high, jobless claims continued to slow. And the U.S. housing
sector remained resilient with a solid gain for new homes sales and a record rebound for pending home sales. Globally, PMIs continued to strengthen in June.

The dynamics of a recovery in both the economy and spread of the virus was reflected in actions of global policymakers. In the U.S., lawmakers and the White House
continued to discuss a fourth round of stimulus aid, with negotiations expected to begin in earnest in July, as well as a possible infrastructure package that could reach
more than $1 trillion. Fed officials reiterated repeatedly a pledge to use their “full range of tools to support the economy” during what it forecasted to be a long, slow
recovery. In multiple appearances before and after the Fed's June meeting, Chair Powell described an incredibly uncertain outlook and sounded concerned about the
pandemic-related destruction leading to longer lasting economic damage. That sentiment was crystalized in the Fed's June decision. In the first forecast since the start of
the pandemic - they forewent publishing an official outlook in March due to the elevated uncertainty - officials projected labor market slack and below-target inflation to
persist through 2022. As a result, 15 of 17 officials expect to keep rates at the current 0.00-0.25% range for at least the next two and a half years. They also put a floor
under the level of asset purchases after a period of tapering, signaling a plan to support rates across the term structure.

Combined, the virus and economic developments and the Fed's plan for prolonged support kept the Treasury curve locked in place. The 2-year yield declined 1.2 bps while
the 10-year yield added 0.3 bps. After touching a record low of 0.25%, the 5-year yield declined 1.6 bps to 0.29%. Following a stronger April and May, the return of caution
resulted in a quieter 1.8% gain for the S&P 500, still enough to cement the best quarter for the index since 1998. The 20% rally followed a 20% collapse to start the year.
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Both ISM surveys
showed some 
recovery of activity 
in May

PMIs pointed to expansion 
in China and less severe 
contraction than expected 
in Europe

May's payroll report shocked 
with 2.5MM jobs added (-
7.5MM expected) and a 
surprise drop in 
unemployment from 14.7% to 
13.3% (expected 19%) 

President 
Trump signed 
bill loosening
PPP loan 
forgiveness 
requirements

ECB expanded emergency 
asset purchases by $600B to 
$1.35T, extended by 6 mos. 
to June 2021

China led solid gains 
across multiple global 

services PMIs

Auto sales rose from 
8.6MM (record low) to 
12.2MM in May (2019 
average 16.9MM)

The Fed expanded 
its Municipal 
Liquidity Facility to 
more borrowers

The Fed expanded access 
to and eased the terms of 
its Main Street Lending 
Program (MSLP)

Alongside discouraging projections for the 
recovery, the Fed left its target range at 
0.00%-0.25%, indicated it expects it to 
hold there through at least 2022, and put 
a floor under asset purchases after a 
period of tapering 

Small business 
confidence recovered 
more than expected in 
May, but remains low

Stocks posted their 
biggest declines 
since March 16 on a 
dour Fed outlook 
and signs of cases 
accelerating in some 
states

A cluster of 
new cases in 
Beijing was 
identified

The Fed opened its 
MSLP and said it 
would begin 
buying individual 
corporate bonds

Reports indicated 
the White House 
was considering a 
$1T infrastructure 
package

May's core retail sales 
recovery of 11% 
crushed expectations 
for a 5.2% gain; 
industrial production 
was weaker than 
expected

Beijing
raised its 
emergency 
response to 
level 2

Several days of 
record new 
infections in states
such as AZ, CA, FL, 
TX caused concern

Out of an 
abundance of 
caution, Apple 
closed some 
stores in 
hotspot states

Though quickly 
clarified, comments 
from Trade Adviser 
Navarro raised 
concerns about the 
U.S.-China trade deal

Global PMIs
pointed to 
continued 
recovery of 
activity in 
June

Sentiment deteriorated 
steadily on additional 
evidence of accelerating 
outbreaks in major U.S. 
states

Personal income fell 
back on fewer federal 
recovery payments as 
spending picked up 

Texas suspended 
elective surgeries to 
ensure adequate 
hospital capacity; 
Texas, Florida closed 
down bars on the 
virus uptick

Pending 
home sales 
recovered by
a record 
44.3%

CA closed bars; 
AZ closed bars, 
gyms, theaters 
for 30 days; EU 
extended ban on 
U.S. travelers
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Value
Dow Jones 25,813 1.69% h 17.77% h -9.55% i
S&P 500 3,100 1.84% h 19.95% h -4.04% i
Nasdaq 10,059 5.99% h 30.63% h 12.11% h

Stoxx Europe 600 360 2.85% h 12.59% h -13.35% i
China CSI 300 4,164 7.68% h 12.96% h 1.64% h
Nikkei 225 22,288 1.88% h 17.82% h -5.78% i

Yield

U.S. 2-year 0.15% -1.2 i -9.7 i -142.1 i
U.S. 5-year 0.29% -1.6 i -9.2 i -140.3 i
U.S. 10-year 0.66% 0.4 h -1.3 i -126.1 i

German 10-year -0.45% -0.7 i 1.7 h -26.9 i
U.K. 10-year 0.17% -1.2 i -18.4 i -65.0 i
French 10-year -0.11% -3.3 i -9.6 i -22.9 i
Italian 10-year 1.26% -21.8 i -26.5 i -15.4 i
Japanese 10-year 0.03% 2.3 h 0.6 h 3.9 h

Value
WTI Crude 39.27$ 10.65% h 91.75% h -35.69% i
U.S. Dollar 97.39 -0.97% i -1.67% i 1.04% h
Gold Spot 1,781 2.93% h 12.92% h 17.38% h
Commodity Index 64.98 2.27% h 5.04% h -19.67% i

Existing Home Sales MoM New Home Sales MoM Core Retail Sales

ISM Manufacturing Manufacturing Production Core PCE YoY

May
1.0%

Down 0.02%

April
-49.4B
-7.1B

May May
2509k 13.3%

May
11.0%

June
98.1

Up 12.2 pts

May
-9.7%

Nonfarm Payrolls

Treasury Notes Intraday Ranges:  52-Week Yield Range / Monthly Yield Range / Last Traded Yield

Commodity Performance
MTD Change

(in bps)

QTD Change

Global Sovereign Debt Performance

Down 1.4%

May
16.6%

MTD Change QTD Change YTD Change

Consumer Confidence

(in bps)

Unemployment Rate

ISM Non-Manufacturing

MTD Change QTD Change YTD Change
Global Stock PerformanceTreasury Month-Over-Month

INTENDED FOR INSTITUTIONAL INVESTORS ONLY. The information included herein has been obtained from sources deemed reliable, but it is not in any way guaranteed, and it, together with any
opinions expressed, is subject to change at any time. Any and all details offered in this publication are preliminary and are therefore subject to change at any time. This has been prepared for
general information purposes only and does not consider the specific investment objectives, financial situation and particular needs of any individual or institution. This information is, by its very
nature, incomplete and specifically lacks information critical to making final investment decisions. Investors should seek financial advice as to the appropriateness of investing in any securities or
investment strategies mentioned or recommended. The accuracy of the financial projections is dependent on the occurrence of future events which cannot be assured; therefore, the actual results
achieved during the projection period may vary from the projections. Interest rate swaps and derivatives are offered and sold via Vining Sparks Interest Rate Products, LLC. The firm may have
positions, long or short, in any or all securities mentioned.  Member FINRA/SIPC.
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May
2.3%

May
45.4

+3.6 pts

May
43.1

+1.6 pts
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2-Year Treasury
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0.26%
0.29%

0.5%

5-Year Treasury

0.26% on 
6/30/2020

1.92% on 
7/10/2019165 bps

0.31% on 
3/09/2020

0.62%
0.66%

0.96%

10-Year Treasury 

2.15% on 
7/11/2019
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In the biggest surprise of the month, U.S. jobs posted an 
unexpected rebound and unemployment declined

Business investment 
remained resilient despite 

significant headwinds

Retail sales and consumer confidence bounced back 
more sharply than expected

ISM surveys showed modest but widespread 
improvement in activity across the economy

Existing home sales disappointed but pending 
home sales point to a pick up; new home sales 

easily exceeded expectations

Manufacturing 
output lagged 
expectations

Stable inflation eased 
deflation concerns


