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Market Week: June 8, 2020

June 08, 2020

The Markets (as of market close June 5, 2020)
Despite nationwide protests and U.S.-China tensions, stocks rose to start the week. Apparently, investors
focused on progress toward economic recovery instead of other pressing issues. Of the benchmarks listed
here, the small caps of the Russell 2000 and the tech-heavy Nasdaq led the way, each gaining more than
0.60% by the end of trading last Monday.

Stocks continued to perform well, as each of the indexes listed here posted notable gains. The S&P 500
rose to its highest level since March 4 while businesses reopen at home and abroad. Energy stocks
climbed on hopes of an extension to the current production limits by OPEC. Crude oil prices climbed, the
dollar fell, and 10-year Treasury yields advanced as long-term bond prices dipped.

Market indexes enjoyed gains for the third consecutive day last week as each of the benchmarks posted
notable gains, led by the Russell 2000 (2.39%), the Global Dow (2.17%), and the Dow (2.05%). Optimism
about economic reopening helped keep the rally going last Wednesday. Winning sectors included
financials, industrials, and energy stocks.

Claims for unemployment insurance increased for the first time in several weeks, following last Thursday's
report. Stocks ended the day flat to down as the S&P 500 ended its four-session winning streak. Crude oil
prices continued to rise, as did long-term bond yields.

To say the data from Friday's jobs report was unexpected is an understatement. Over 2.5 million new jobs
were added in May and the unemployment rate fell by 1.3 percentage points — results that apparently are
baffling economists. Investors poured money into stocks, driving the benchmark indexes to remarkable
single-day totals. The Russell 2000 and the Dow both posted daily gains in excess of 3.0%. The Global
Dow and S&P 500 climbed nearly 2.5%, respectively. And the tech-heavy Nasdaq advanced a little more
than 2.0%. While most sectors enjoyed favorable returns, notable performers were found in energy,
aerospace, banks, homebuilders, apparel, hospitals, and packaging. Crude oil prices climbed $1.75 for the
day. The yield on 10-year Treasuries added 0.08 basis points, or 10.24%.

For the week, the Nasdaq enjoyed the lowest gain, and that was still nearly 3.5%. The small caps of the
Russell 2000 soared, gaining more than 8.0%, followed by the Global Dow, the Dow, and the S&P 500. The
jobs report stoked the flames of economic recovery. The S&P 500 is up more than 40% from its March low,
and Treasury yields climbed to their highest level in 11 weeks as bond prices plummeted. After last week's
push, each of the benchmark indexes listed here are nearing their respective year-end values, with the
Nasdaq already nearly 10.0% ahead. In Europe, the STOXX 600 had its best week in months. Asian stocks
rose by nearly 5.0%.

Crude oil prices posted their sixth weekly gain, closing the week at $39.16 per barrel by late Friday
afternoon, up from the prior week's price of $35.34. The price of gold (COMEX) sank last week, closing at
$1,688.30 by late Friday afternoon, down from the prior week's price of $1,745.80. For the sixth week in a
row, gas prices rose. The national average retail regular gasoline price was $1.974 per gallon on June 1,
2020, $0.014 higher than the prior week's price but $0.833 less than a year ago.
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Stock Market Indexes
Market/Index 2019 Close Prior Week As of 6/5 Weekly Change YTD Change

DJIA 28,538.44 25,383.11 27,110.98 6.81% -5.00%

Nasdaq 8,972.60 9,489.87 9,814.08 3.42% 9.38%

S&P 500 3,230.78 3,044.31 3,193.93 4.91% -1.14%

Russell 2000 1,668.47 1,394.04 1,507.15 8.11% -9.67%

Global Dow 3,251.24 2,749.85 2,949.64 7.27% -9.28%

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% 0.64% 0.90% 26 bps -101 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
• In what has no doubt surprised and baffled economists, the jobs report for May saw employment rise by

2.5 million and the unemployment rate drop 1.4 percentage points to 13.3%. These improvements in the
labor market reflected a limited resumption of economic activity that had been curtailed in March and
April due to the COVID-19 pandemic and efforts to contain it. In May, employment rose sharply in leisure
and hospitality, construction, education and health services, and retail trade. By contrast, employment in
government continued to decline sharply. The number of unemployed persons fell by 2.1 million to 21.0
million. While these numbers are better, put in perspective, the unemployment rate and number of
unemployed persons are up 9.8 percentage points and 15.2 million, respectively, since February. The
labor force participation rate increased by 0.6 percentage point in May to 60.8%, following a decrease of
2.5 percentage points in April. After an 8.7 percentage-point decline in April, the employment-population
ratio rose by 1.5 percentage points to 52.8% in May. In May, average hourly earnings fell by $0.29 to
$29.75, primarily due to job gains among lower-paid workers. Since May 2019, average hourly earnings
are up $1.88. The average workweek increased by 0.5 hour to 34.7 hours in May.

• While economic activity in the manufacturing sector continued to regress in May, it did not fall to the
depths seen in April. According to the Manufacturing ISM® Report On Business®, the May purchasing
managers' index registered 43.1%, up 1.6 percentage points from April. New orders, production, prices,
new export orders, and employment each posted better readings in May compared to the prior month.

• IHS Markit U.S. Manufacturing PMI™ saw May data signal a softer, but nonetheless severe, contraction
in U.S. manufacturing output driven by further weakening of client demand and lower requests for new
orders. But like the ISM® report, survey respondents noted that manufacturing wasn't as bad in May as
it was in April.

• Economic activity in the services sector contracted for the second consecutive month in May, although it
was better than April. According to the Non-Manufacturing ISM® Report On Business®, the
non-manufacturing index was 45.4%, 3.6 percentage points better than the April reading. A reading less
than 50.0% indicates contraction. Business activity, new orders, and employment also showed more
activity in May than the previous month, yet each component registered less than 50.0%.

• The goods and services trade deficit increased by $7.1 billion, or 16.7%, in April over March. April
exports were $38.9 billion, or 20.5%, less than March exports. April imports were $31.8 billion, or 13.7%,
less than March imports. Year to date, the goods and services deficit sits at $168.5 billion, a decrease of
$26.0 billion, or 13.4%, from the same period in 2019.

• For the week ended May 30, there were 1,877,000 claims for unemployment insurance, a decrease of
249,000 from the previous week's level, which was revised up by 3,000. According to the Department of
Labor, the advance rate for insured unemployment claims increased 0.5 percentage point to 14.8% for
the week ended May 23. The advance number of those receiving unemployment insurance benefits
during the week ended May 23 was 21,487,000, an increase of 649,000 from the prior week's level,
which was revised down by 214,000.

Eye on the Week Ahead
The Federal Open Market Committee meets this week. Following its last meeting, the FOMC kept interest
rates at their current level but indicated that more stimulus would be forthcoming if necessary.

Key Dates/Data Releases

6/9: JOLTS

6/10: Consumer Price Index,
FOMC meeting statement

6/11: Producer Price Index

6/12: Import and export
prices
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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.

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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