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Market Week: November 2, 2020

November 02, 2020

The Markets (as of market close October 30, 2020)
Concern over a surge in COVID-19 cases drove equities lower last Monday. Each of the major indexes
listed here fell, with the Dow plunging -2.3% and the S&P 500 (-1.9%) suffering its biggest one-day decline
in a month. The losses could have been much worse had it not been for some encouraging words from
House Speaker Nancy Pelosi on a fiscal stimulus deal. Nevertheless, an acceleration in COVID-19 cases
coupled with the delay in fiscal stimulus was not a favorable combination of events for stocks. China's plan
to sanction major companies over arms sales to Taiwan added to the market's slide. Each of the major
market sectors took a hit with energy, communication services, financials, industrials, and information
technology each sinking more than 2.0%. The dollar and Treasury yields rose, while crude oil prices sank.

The Dow fell for the third straight trading day last Tuesday. The Nasdaq was the only benchmark listed
here that gained value. Among market sectors, financials and industrials took the brunt of the day's losses.
Gains in communication services, information technology, and consumer discretionary weren't enough to
stem the tide. The dollar and Treasury yields fell, while crude oil prices gained as oil producers shut down
production ahead of Tropical Storm Zeta.

What was a minor tumble in stocks last Tuesday morphed into a thumping by the end of trading the
following day. Each of the benchmark indexes plunged at least 3.0% last Wednesday in what turned out to
be the worst day in the market in four months. Rising COVID-19 cases in the U.S. and Europe increased
the prospect of tougher lockdowns, which sent equities, both here and abroad, plummeting. Adding to
investor concerns is the possibility that the results of the upcoming presidential election may be contested.
Treasury bond yields and the dollar each rose, while crude oil prices sank below $38 per barrel. Each of the
market sectors plunged with energy, information technology, and communication services falling more than
4.0%, respectively.

Equities reversed course last Thursday and posted moderate to impressive gains. Mega-caps provided a
big push as investors took advantage of lower stock prices resulting from days of declines. Favorable
earnings reports and a solid third-quarter gross domestic product report also helped drive stocks higher.
The Nasdaq was the big winner, gaining 1.6%, followed by both the Russell 2000 and S&P 500 (1.2%), the
Dow (0.5%), and the Global Dow (0.3%). Treasury yields climbed nearly 7.0% as bond prices plunged.
Crude oil prices continued to fall, while the dollar rose.

Last Friday saw stocks finish the day and week in the red. Each of the benchmark indexes listed here lost
value at the close of trading, with the Nasdaq (-2.5%) suffering the largest drop, followed by the Russell
2000 (-1.5), the S&P 500 (-1.2), the Dow (-0.6%), and the Global Dow (-0.3%). Investors sold off on
worsening pandemic fears. The mega-caps led the decline with many of the major market sectors following
suit. Only energy and financials inched ahead last Friday. Crude oil prices declined, Treasury yields grew
by 3.0%, and the dollar was mixed.

For the week, each of the major indexes fell by at least 5.5%. The Dow led the weekly tumble, followed by
the Russell 2000, the Global Dow, the S&P 500, and the Nasdaq. Year to date, the Nasdaq is still well in
front of last year's closing value, while the S&P 500 is barely ahead. The remaining indexes are well off
their respective 2019 marks.

Crude oil prices plunged lower last week, closing at $35.61 per barrel by late Friday afternoon, down from
the prior week's price of $39.75 per barrel. The price of gold (COMEX) closed the week at $1,878.00, down
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from the prior week's price of $1,904.90. The national average retail price for regular gasoline was $2.143
per gallon on October 26, $0.007 lower than the prior week's price and $0.453 less than a year ago.

Stock Market Indexes
Market/Index 2019 Close Prior Week As of 10/30 Weekly Change YTD Change

DJIA 28,538.44 28,335.57 26,501.60 -6.47% -7.14%

Nasdaq 8,972.60 11,548.28 10,911.59 -5.51% 21.61%

S&P 500 3,230.78 3,465.39 3,269.96 -5.64% 1.21%

Russell 2000 1,668.47 1,640.50 1,538.48 -6.22% -7.79%

Global Dow 3,251.24 3,071.74 2,886.59 -6.03% -11.22%

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% 0.84% 0.86% 2 bps -105 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
• The economy picked up steam in the third quarter according to the initial, or advance, estimate of the

gross domestic product report. The GDP increased at an annual rate of 33.1% after falling 31.4% in the
second quarter. The increase in third-quarter GDP reflected continued efforts to reopen businesses and
resume activities that were postponed or restricted due to COVID-19. The increase in real GDP reflected
increases in personal consumption expenditures (PCE), private inventory investment, exports,
nonresidential fixed investment, and residential fixed investment. Imports, which are a subtraction in the
calculation of GDP, increased. The personal consumption expenditures price index increased 3.7%, in
contrast to a decrease of 1.6% in the second quarter. Excluding food and energy prices, the PCE price
index increased 3.5%, in contrast to a second quarter decrease of 0.8%.

• Consumer prices rose by 0.2% in September and are up 1.4% over the last 12 months. Personal income
and disposable personal income each increased 0.9%. The gain in personal income was driven by
proprietors' income, which increased 5.1% in September over the prior month. Consumer spending
ramped up 1.4% in September after advancing 1.0% the prior month.

• Sales of new single-family homes dipped in September from August. According to the latest information
from the Census Bureau, new home sales fell 3.5% in September from the previous month. This marks
the first decline in new home sales since March of this year. Nevertheless, sales are 32.1% above the
September 2019 estimate. The median sales price of new houses sold in September 2020 was
$326,800. The average sales price was $405,400. The estimate of new houses for sale at the end of
September was 284,000, representing a supply of 3.6 months at the current sales rate.

• New orders for manufactured durable goods increased by 1.9% in September. This increase, up five
consecutive months, followed a 0.4% August increase. Excluding transportation, new orders increased
0.8%. Excluding defense, new orders increased 3.4%. Transportation equipment, up four of the last five
months, led the increase, climbing 4.1%. Shipment of durable goods increased 0.3% last month
following a 0.3% August decrease. Unfilled orders fell 0.2% while inventories increased 0.4% following
three consecutive monthly decreases. Nondefense new orders for capital goods in September increased
10.4%. Defense new orders for capital goods in September decreased 22.3%.

• The international trade in goods deficit was $79.4 billion in September, 4.5% below the August deficit.
Exports of goods were $122.0 billion, 2.7% higher than exports in August. Imports of goods were $201.4
billion, 0.2% less than August imports.

• For the week ended October 24, there were 751,000 new claims for unemployment insurance, a
decrease of 40,000 from the previous week's level, which was revised up by 4,000. According to the
Department of Labor, the advance rate for insured unemployment claims was 5.3% for the week ended
October 17, a decrease of 0.5 percentage point from the prior week's rate, which was revised up by 0.1
percentage point. The advance number of those receiving unemployment insurance benefits during the
week ended October 17 was 7,756,000, a decrease of 709,000 from the prior week's level, which was
revised up by 92,000. For perspective, a year ago there were 217,000 initial claims for unemployment
insurance, the rate for insured unemployment claims was 1.2%, and 1,700,000 people were receiving
unemployment insurance benefits.

Key Dates/Data Releases

11/2: ISM Manufacturing
Index

11/4: International trade in
goods and services, ISM
Services Index

11/5: FOMC meeting
statement

11/6: Employment situation
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Eye on the Week Ahead
Election week will have plenty of news that will keep investors quite busy. Aside from the presidential
election, a couple of reports are out that can move the market. The employment numbers for October are
available this Friday. September saw 661,000 new jobs added and the unemployment rate dip to 7.9%. It is
likely that hirings in October may not be quite as robust, but the unemployment rate should continue to
drop. The Federal Open Market Committee meets this week. No change in the target interest rate is
expected. However, it will be interesting to see what the Committee thinks about the economy currently and
in the future.

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 largest, publicly traded 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.

Securities may be offered through Kestra Investment Services, LLC, (Kestra IS), member FINRA/SIPC.
Investment Advisory Services may be offered through Kestra Advisory Services, LLC, (Kestra AS) an
affiliate of Kestra IS. Kestra IS and Kestra AS may or may not be affiliated with the firm branded on this
material.
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