
U.S. stocks closed higher Friday, booking 
weekly gains with support from data 
confirming an economic recovery from the 
coronavirus pandemic, despite inflation 
running at its highest annual rate in about 
13 years.

U.S. financial markets will be closed on 
Monday in observance of the Memorial Day 
holiday. 

The Dow Jones Industrial Average closed 
64.81 points higher to end at 34,529.45, a 
gain of 0.2%. The S&P 500 index advanced 
3.23 points, or 0.1%, at 4,204.11. The 
Nasdaq Composite Index COMP rose 12.46 
points, or 0.1%, to reach 13,748.74.
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Biden t o propose f irst  budget

The White House is expected to release US 
President Joe Biden's first budget proposal on 
Friday. The plan would push government 
spending to its highest level since World War 
II. The measure would appropriate $6 trillion 
during the fiscal year which begins in October 
with outlays expected to reach $8 trillion 
annually over the coming decade. The 
spending outline forecasts that total debt held 
by the public will rise to the highest levels in 
US history by 2024 at 117% of gross domestic 
product. The outline assumes inflation will rise 
no faster than 2.3% per year and that the 
economy will grow just under 2% annually 
over the coming decade. It also assumes that 
a retroactive capital gains tax hike has been 
passed and will have taken effect at the end of 
April 2021. 

US infrastructure discussions

While the White House and Republican 
negotiators remain hundreds of billions of 
dollars apart on its cost, the two sides moved 
closer to an agreement that would update the 
nation's infrastructure. GOP lawmakers 
proposed a package totaling nearly $1 trillion 
while the White House lowered its offer to 
$1.7 trillion in new spending from its $2.3 
trillion opening bid. Talks will continue next 
week which is extending beyond Biden's 

self-imposed Memorial Day deadline. If the 
talks prove unproductive, Democrats may 
attempt to pass a bill using the budget 
reconciliation process. This requires only a 
simple majority to pass in the US Senate but 
enforces certain legislative restrictions.

Fed's inf lat ion m easure surged in Apr i l

On Friday, the US Department of Commerce 
reported that the core personal consumption 
expenditures index rose 3.1% year over year. 
The US Federal Reserve aims to maintain core 
PCE at around 2% but has undershot that level 
on a sustained basis for more than a decade. 
Fed officials believe the inflation surge will be 
temporary because it is fueled mostly by base 
effects and production bottlenecks. The 
Commerce Department also reported that 
personal income fell 13.7% in April after 
surging 20.9% in March from stimulus 
payments. The savings rate remained elevated 
at 14.9% while consumer spending rose 0.5%. 
Data released earlier in the week were mixed. 
It showed a slowdown in home sales as price 
rises and that low inventories kept many 
buyers on the sidelines. Durable goods orders 
were also mixed. Although core orders rose, 
the drop occurred at the headline level. 
First-quarter GDP was unrevised at 6.4% while 
jobless claims fell to the lowest level of the 
pandemic at 406,000. Overall, US economic 
surprises have been to the disadvantage 
lately, cooling fears that the Fed will have to 
abruptly shift away from its super-loose policy 
stance.
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HEADLINERS

The Fed mopped up huge amounts of excess 
liquidity this week which pushed demand for 
reverse repurchase agreements to record 
levels.

President Biden has asked the US intelligence 
community to determine the origins of the 
coronavirus outbreak.

The US Federal Aviation Administration 
downgraded Mexico's air safety rating. As a 
result, Mexican airlines cannot add new US 
routes or codeshare with US carriers.

The S&P Case-Shiller home price index rose 

13.3% year over year in April, the fastest 
growth rate since December 2005.

The Federal Reserve Bank of New York projects 
that the Fed's balance sheet will hit $9 billion 
by the end of 2022, or 39% of GDP.

Due to coronavirus concerns, the US 
Department of State this week issued a Do Not 
Travel advisory for Japan in advance of this 
summer 's Olympic Games.

China and the US held the first high-level trade 
talks since Biden assumed office. The 
negotiations were described by China as 
candid, pragmatic, and constructive.



Shares of Dow component Salesforce Inc. 
CRM closed 5.4% higher after the enterprise 
software company reported 
better-than-expected first-quarter results 
late Thursday. 

HP Inc.?s stock HPQ fell 8.9% after the 
company reported better-than-expected 
fiscal second-quarter results.

?Meme? stocks have been in focus lately, with 
shares of AMC Entertainment AMC surging 
more than 119% so far this week and those 
for videogame retailer GameStop Corp. GME 

was up by about 44% over the period. On 
Friday, shares of AMC ended 1.5% lower and 
GameStop?s were down 12.6%.

Shares of Boeing Co. BA were in focus on 
Friday after WSJ reported that the 
aeronautics company halted deliveries of its 
787 Dreamliners, adding fresh delays for 
customers. Its stock declined 1.5%. 

Shares of Eton Pharmaceuticals Inc. ETON 
traded 16.8% lower after the company said 
the Food and Drug Administration issued a 
complete response letter, saying it cannot 
approve Eton?s ETON application for its 
methanol poisoning treatment in its current 
form.
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