Cliff Notes – Good News? Bad News?

Source: SweetSouthern.com
After last week’s job release I performed a little research. First, I went to FoxNew’s website to see
the fresh headline shout “Blow Out Jobs Numbers.” Then I went to CNN’s site to see a more-dour
“Employment STILL a Disaster.” The truth was somewhere in the middle, but a clear indication of
the virulently partisan world we live in today.
Although US fiscal stimulus negotiations soured last week, equities continued their trajectory
upward. Stronger-than-expected Q2 earnings, continued tech sector momentum, vaccine hopes,
lower jobless claims, and a better-than-expected July jobs report helped the S&P 500 rise 2.49%
higher last week.
Read our full CliffNotes for market insights, charts, and views.
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Weekly Index Returns & Commentary (ending 08.10.2020)
WEEK ENDING AUGUST 7, 2020 (CUMULATIVE TOTAL RETURNS)
Equities1

Close

S&P 500

3,351

▲

2.49%

▲

4.9%

▲

18.5%

DJIA

27,433

▲

3.88%

▼

-2.5%

▲

8.2%

NASDAQ

11,011

▲

2.51%

▲

23.4%

▲

41.5%

Foreign Stocks

▲

1.96%

▼

-7.2%

▲

4.4%

Emerging Markets

▲

1.00%

▼

-0.5%

▲

15.1%

Week

YTD

Top Three S&P 500 Equity Sectors1

YTD

Information Technology

▲

25.1%

Consumer Discretionary

▲

19.1%

Communication Services

▲

9.6%

Bottom Three S&P 500 Equity Sectors1

YTD

Energy

▼

-36.7%

Financials

▼

-18.1%

Industrials

▼

-6.7%

Bonds2

1-Year

Week

YTD

1-Year

Yield

10-Yr. Treasury 3

▼

-0.15%

▲

11.5%

▲

10.3%

0.57%

US Bonds

▲

0.10%

▲

7.8%

▲

8.6%

1.03%

Global Bonds

▼

-0.05%

▲

6.2%

▲

6.0%

0.82%

Munis 4

▲

0.47%

▲

4.3%

▲

4.7%

1.13%

Market Indicators5

As of

Fed Funds Target

0.25%

08/07/20

Inflation (Core CPI)

1.2%

06/30/20

Unemployment

10.2%

07/31/20

GDP

-32.9%

06/30/20
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Weekly Major Asset Class Commentary
Global Equities
Although US fiscal stimulus negotiations soured last week, equities continued their
trajectory upward. Stronger-than-expected Q2 earnings, continued tech sector
momentum, vaccine hopes, lower jobless claims, and a better-than-expected July jobs
report helped the S&P 500 rise 2.49% higher last week. In Europe, major earnings
beats buoyed the Euro Stoxx 600, which was up 2.07% over the week.
Commodities
Oil prices rose higher last week following continued US dollar weakness and Iraq’s
planned production cuts. WTI and Brent prices ended the week at $41.22 and $44.40
per barrel, respectively. The weaker US dollar and falling returns on US bonds also
helped gold advance to record highs again last week, ending 2.12% higher at $2028
per troy oz.
Bonds
Government bond markets were relatively calm last week, with only slight yield
increases across most major developed markets. Yields remained historically low,
with no expectations for a rise in rates and longer-term easing policies forecasted to
continue. The US 10-year Treasury yield rose to 0.56% after better-than-expected
monthly labor market data.
FX
The euro continued its ascent last week, hitting a multi-year high mid-week before
closing at 1.1782 EUR/USD. The US dollar index finished the week up 0.35% after a
Friday bounce offset weakness amid fears of a slowing US recovery and stalled fiscal
stimulus. Meanwhile, the British pound fell -0.40% to 1.3053 GPB/USD.
(Source: GS Weekly).
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Market Commentary: Trends Matter More than Headlines
The loss of jobs is the main challenge of any economic downturn and the current recession is no
exception. Even once businesses re-open, the economic recovery will struggle if workers aren't called
back to factories and stores. Without steady paychecks, consumers will be hesitant to spend which
further harms business profitability and hiring.
For policymakers, this downward spiral occurred during the Great Depression a century ago and is
something to avoid at all costs. For long-term investors, the job market provides a view into the economic
environment in which businesses are operating. It's likely that these trends are more important than
watching new coronavirus headlines on a daily basis.
At the moment, there's good news and bad news. The good news is that many jobs have returned in the
past few months as parts of the country have eased COVID-19-related restrictions. Since May, 9.3 million
jobs have returned and the number of people seeking new jobless claims on a weekly basis has fallen
from nearly 7 million in March to 1.2 million today. Additionally, there are still almost 6 million job
openings despite the pandemic.
Fiscal responsibility aside, some of this is the result of government support measures such as individual
stimulus checks and the Paycheck Protection Program for businesses. However, expanded
unemployment benefits expired at the end of July and most PPP funds will run out shortly as well. At the
moment, Congress and the White House are deadlocked on passing a new bill. Until then, individuals and
businesses will have to manage on their own.
Fortunately, all of these data suggest not only that an economic recovery is possible, but that it has been
occurring since May. Depending on how the public health crisis unfolds, it's possible that April was the
low point for the economy. The anticipation of this was one reason that the stock market began to
rebound in late March.
The bad news is that we are still a long way from a full recovery and the pace appears to have
decelerated somewhat. Despite recent job gains, there are still 12.9 million fewer positions than in
February - a staggering number. And although there are fewer individuals seeking unemployment
insurance each week, the total number receiving benefits is still over 16 million Americans.
The unemployment rate has fallen significantly, from 14.7% to 10.2%. However, this is still higher than
the peak of 10% after the 2008 financial crisis. During that period, it took nearly 8 years for the
unemployment rate to reach pre-recession levels. However, that was due in large part to the shifting
makeup of the U.S. economy that caused many to give up on finding work. In particular, the housing
bubble and the impact of technology and globalization on industrial activity resulted in permanent job
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losses.
The silver lining this time - to the extent we can call it that - is that many jobs may return more quickly.
This is because the coronavirus was a shock from outside the economy and not the result of a collapsed
financial system or asset bubble, per se. Of course, this doesn't mean that all parts of the economy will
recover similarly, and there will certainly be industries that are changed forever.
But this is where it's important to distinguish between making decisions in our everyday lives and for our
portfolios. Even if parts of the country are still shut down and many aspects of our lives are still disrupted,
financial markets will continue to look forward. Ultimately, it's most likely that the economy will slowly
continue to re-open and advance - even if there are outbreaks at a local level. This is true whether or not
there is a vaccine, although that would certainly help.
Thus, as always, it's important for investors to not only remain invested, but to stay diversified. The
market recovery of the last several months is evidence that the stock market reacts quickly to new
information, even when investors are still struggling with uncertainty. Below are three charts that put
recent job market trends in perspective.
1. Over 9 million jobs have been regained since April
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Last week's jobs report showed that 1.8 million jobs were created in July. In total, over 9 million jobs have
been added since the low point in April. However, there are still millions more jobs that have been lost.
The pace and path of the recovery will determine whether these jobs can return quickly or will be
permanently destroyed.
2. There are still almost 6 million unfilled positions
Job Openings

There are still 5.9 million jobs that are available and unfilled. This is an increase over the past two months
as businesses grapple with economic uncertainty. In general, this is a good sign that there is demand for
workers as the economy stabilizes further.
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3. Unemployment has fallen but is still elevated
Unemployment Rates

The unemployment rate has fallen significantly and never actually reached the levels that many had
feared. Still, the current unemployment rate of 10.2% is still higher than at any point during the 2008
financial crisis and subsequent recovery.
The bottom line? The economy is recovering but it will take time to reach pre-crisis levels. Rather than
react to daily coronavirus headlines, investors should continue to stay disciplined and diversified in
order to achieve their long-term goals.

This newsletter has information believed to be reliable, but is not guaranteed to be true and accurate. The information
contained within is for general information only and should not be considered a recommendation of any particular product or
service. All investments have the potential for profit or loss. No chart or graph or presentation should be the sole basis for
consideration of an investment. Investment advisory services offered through Consilium Wealth Advisory, LLC a Registered
Investment Advisor in the state of Texas, California, Florida, Louisiana and Oregon.
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