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HIGHLIGHTS

 Stocks move higher by 1.64% on news of a US/China trade truce.
 Some analysts are looking for a big move higher in the market.
 A stronger than expected payroll report.
 While stocks have moved higher, earnings estimates continue to fall.
 The ISM PMI continues its decline, now at 51.7.

MARKET RECAP

Markets barreled higher this week as US stocks increased by 1.64%, led by news of a truce in the USA-China 
trade war last Saturday. International stocks were up by 0.64% and bonds were flat. With the market at new 
highs and the advance-decline line increasing, the technical condition of the market looks solid and some 
analysts are now predicting a big run-up here in the 5-10% range. That might seem optimistic given lower ISM 
numbers and declining earnings (see below), but the price of stocks is ultimately based on supply and demand, 
and right now demand is greater than supply, probably helped by falling bond yields around the world.

PAYROLL

One piece of good economic news this week was the jobs report. Nonfarm payroll increased by 224,000, which 
was much higher than the estimate of 160,000. The better than expected number sent stocks lower by around 
1% on Friday (before recovering with just a small loss) as traders worried that a better economy would lower 
the odds of a Fed rate cut later in July. That is how the market sometimes works in its convoluted way when 
good economic news is bad market news and the other way around. The unemployment rate did move higher to 
3.7% from 3.6%, but that was because of an increase in the total labor force. Year over year wage growth was 
3.1% and the average workweek remained unchanged at 34.4 hours.
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EARNINGS ESTIMATES

While equities move higher in price, earnings estimates continue to move lower. According to Refinitiv, 
estimates were revised lower this week for 2019, 2020, and 2021 by 1.01%, 1.37%, and 2.04% respectively. 
2020 estimates hit their peak on 10/12/2018 at $195.68 and since declined by 5.41% to $185.09. Meanwhile, the
S&P 500 has increased by 9.8% during that time. That is a divergence that cannot continue forever.

source: Refinitiv

ISM

The Institute for Supply Management's Purchasing Manager's Index fell to 51.7. Above 50 is considered 
expansionary, but the index has been in a downward trend and is now at its lowest level since October of 2016.
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SCOREBOARD
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Past performance does not guarantee future results.

The purpose of this commentary is to provide readers with a summary of recent market and economic news. It is not intended to provide trading
advice. Investors should have a long-term plan and should consider working with a professional investment advisor. Any discussion of investments
and investment strategies represents the presenter’s views as of the date created and are subject to change without notice. The opinions expressed

are for general information only and are not intended to provide specific advice or recommendations for any individual. The information and
opinions contained in this material are derived from sources believed to be reliable, but they are not necessarily all inclusive and are not

guaranteed as to accuracy. Any forecasts may not prove to be correct. Economic predictions are based on estimates and are subject to change.
Reliance upon information in this material is at the sole discretion of the reader.
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