
U.S. stocks ended Friday?s session sharply 
higher despite Labor Department data 
showing 20.5 million jobs were lost in April, 
with the unemployment rate rising to 
14.7%, underscoring the depth of the 
impact of the COVID-19 pandemic on the 
American economy.

The Dow Jones Industrial Average DJIA rose 
455.43 points, or 1.9%, to close at 24,331.32 
and the S&P 500 index SPX gained 48.61 
points, or 1.7% to end the session at 
2,929.80. The Nasdaq Composite Index 
COMP advanced 141.66 points, or 1.6%, to 
9,121.32

For the week, the Dow advanced 2.6%, the 
S&P 500 ended 3.5% higher, while the 
Nasdaq advanced 6%.
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Over  20 m il l ion dropped f rom  US payrolls in 
Apr i l

The extent of the economic damage brought 
on by the coronavirus pandemic became 
clearer on Friday, with the United States 
reporting that nonfarm payrolls fell by 20.5 
million in April, the first full month of the 
lockdown in response to COVID-19. March 
payrolls were revised to -870,000 from an 
initial reading of -701,000. The unemployment 
rate rose to a post?World War II record of 
14.7% from 4.4% the month before. While 
horrendous, the data were somewhat better 
than economists' forecasts of a 22 million 
drop in payrolls and a 16% unemployment 
rate. Average hourly earnings rose 
dramatically in April, by 4.7% compared with 
March, as white-collar workers were mostly 
kept on payrolls while lower-paid workers 
suffered job losses disproportionately.

China, US on t rack  for  phase-one deal

According to a statement issued by the Office 
of the United States Trade Representative, 
Ambassador Robert Lighthizer, US Secretary of 
the Treasury Steven Mnuchin and Chinese Vice 
Premier Liu He spoke by phone on Friday, 
Beijing time, with both countries restating that 
they expect to meet promptly with their 
requirements under the phase-one trade 
agreement that was reached in January. The 
two sides also agreed that progress is being 

made on creating the infrastructure necessary 
to make the agreement a success. Recent data 
suggest that China has been slow to purchase 
an agreed-upon quantity of goods from the US 
as a result of the sharp drop in economic 
activity stemming from the coronavirus 
pandemic.

Invest ors bear ish on US equit ies despit e 
solid rebound

While global equities have posted solid gains 
in recent weeks, investors continue to move 
money out of stocks and into cash.  Bank of 
America reports that global equities saw 
outflows of $16.2 billion in the latest week, the 
largest since the March price collapse. Over 
the past three weeks, $13 billion has flowed 
out of US equities, the bank said. Bearish 
sentiment stands at 52.7%, the highest level 
since April 2013, according to the American 
Association of Individual Investors Sentiment 
Survey, while only 23.7% are bullish, possibly a 
contrarian indicator.

Negat ive Fed funds fut ures m ove 
considered t echnical

While the US Federal Reserve has reliably 
signaled that its policy rate is at its effective 
lower bound, in a range between 0% and 
0.25%, December Fed funds futures traded in 
negative territory on Thursday. Analysts see 
the move as a being driven by technical 
factors rather than by a market bet that the 
Fed will adopt a negative interest rate policy 
later this year.



EARNINGS NEWS

With 86% of the constituents of the S&P 500 
Index having reported for Q1 2020, blended 
earnings per share (which combines reported 
data with estimates for those that have yet to 
report) shows that earnings growth is running 
at -13.8% while sales fell less than one percent 
compared with the same quarter a year ago, 
according to data from FactSet Research. The 
sectors hit hardest include consumer 
discretionary, financials and industrials while 
utilit ies, health care, consumer staples and 
tech have held up the best.

HEADLINERS

Reuters reports that the European 
Commission has proposed attaching fewer 
strings to the use of funds from the European 
Stability Mechanism. Italy, hit hard by the 
coronavirus, has been hesitant to access the 
facility because it would be required to 
undertake fiscal consolidation to do so. In a 
shift, the EC would pursue only to confirm that 
the funds are being used for 
coronavirus-related health spending.

The White House is focusing on fast-tracking 
the development of 14 possible vaccines to 
make one of them available for use by 

January. Meanwhile remdesivir, a drug used in 
the most severe COVID-19 cases, is expected 
to be in the hands of some doctors this week, 
though it remains in short supply.

Japan extended its state of emergency 
through May 31st, but the government said it 
could be lifted early if conditions allow.

Germany's constitutional court has ruled that 
the European Central Bank's stimulus program 
partly disregards German law. Analysts say the 
ECB is likely to resist the court order to 
validate its asset purchase program because 
responding to the German court would 
intrude on its independence and could expose 
it to action from other national courts.

The Bank of England left policy unchanged this 
week but laid out a situation in which the 
British economy could contract 14% in 2020 
while unemployment could rise to 8%, though 
it took pains to point out this is not a forecast.

Bloomberg reports that China is 
contemplating dropping its numerical GDP 
target for this year given uncertainties caused 
by the coronavirus pandemic. Economists 
expect a 1.8% growth rate in 2020, down from 
2019's 6.1%.
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Dropbox Inc. DBX notched its first quarterly 
profit since its debut as a publicly traded 
company in 2018, though shares were lower 
Friday afternoon. Shares closed 0.1% lower.

Uber Technologies UBER reported 
first-quarter results that revealed weakness 
in its ride-hailing business but a surge in its 
food-delivery segment. The company?s stock 
ended the session 6% higher.

J.C. Penney Co. Inc. JCP fell 9.6% after it and 
Sephora reaffirmed their partnership late 
Thursday, ending a spat after the cosmetics 
company threatened to pull out of J.C. 
Penney stores.

Stamps.com Inc. STMP shares gained 4.1% 
after the company reported earnings and 
revenue that topped consensus estimates.

Shares of Herbalife Nutrition Ltd. HLF ended 
the session 11.5% higher after the nutritional 

supplements company beat Wall Street 
expectations for its first quarter.

Shopify Inc. shares SHOP retreated 1.9% on 
Friday after the Canadian e-commerce 
software company said it would sell shares 
after its stock roared to record highs this 
week.

Booking Holdings Inc. BKNG closed 0.9% 
lower after the online travel site?s quarterly 
earnings fell short of Wall Street estimates as 
the travel industry was hit hard by the 
COVID-19 pandemic.

Guggenheim analyst Jeff Cantwell 
downgraded shares of Square Inc. SQ to 
neutral from buy on Friday, writing that he 
expects the small- and medium-size 
businesses who use Square?s platform to 
experience a tough stretch in the second half 
of 2020 and throughout 2021. The payments 
firm?s stock gained 1.9% on the day.
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Estimate the potential impact taxes and inflation can have on the purchasing 
power of an investment.                                                           

                 -Randall Fielder 
                                                              (713-955-3555, randall@park10financial.com)
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THE WEEK AHEAD

- Next week the calendar will feature an earnings docket packed with retail names.

- As investors flock to safe-haven assets like gold, a lesser-known mining stock could 
resume its uptrend in the coming months.

IMPACT OF TAXES AND INFLATION 

Do you have questions about your stimulus check, the CARES Act, recession, SBA 
loans, finances, the market or the economy?

Park 10 Financial has the knowledge and expertise to answer all of your concerns. 

Em ail:  info@park10f inancial.com  
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