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Client Update — A Step Back (06/26/2020)

Latest Developments and Economics
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New Coronavirus Cases on the Rise in the U.S.

BWU.S. Daily New Coronavirus Cases (L1) 34953
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A straight-line recovery from the virus in the U.S. was not
expected by most and the last couple weeks put the
recovery a step back as it looks a little more like relapse
than recovery. As you can see in the chart on the left the
U.S. was seeing a decline in total Coronavirus cases but
recent hotspots, coupled with advanced reopening, has
resulted in an increase in new cases. Around the globe the
U.S., Brazil and India are trending up while much of the
remaining countries continue their declines in new cases.
While this isn’t welcome the more positive news is that the
number of deaths nationally is trending down significantly
with the latest figure at 826 (see chart below).
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In this country there are 29 states,
concentrated in the South and West, that
are responsible for much of the new case
increases. Florida, Texas, Arizona and
California are highlighted as having the
greatest percentage increases. Florida
recorded new cases of about 9,500 on
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testing “positive” have increased to about 13%

Coronavirus outbreaks
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of all tested in FL. The age of those contracting the virus has also skewed to those significantly younger. The prevailing
thought is that many younger people have not been following precautions with social distancing and individual
enforcement is difficult. The result is that states like Texas and Florida have paused, or even reversed, some of the gradual
reopening of their economies. Florida has closed all establishments who derive 50% or more of their revenues from alcohol
and limited drinking on premises while Texas has again suspended elective surgeries. Also, the call for mandatory mask
usage in public places has gained momentum. As you can see in the chart above mask requirements vary significantly
among the states. As a global hotspot Americans are now also limited in their ability to travel to Canada through land
borders until July 21 at least and barred from travel to countries in the reopened European Union.



U.S. Initial & Continuing Jobless Claims Initial unemployment claims continue to

WU.S. Initial Jobless Claims 1.480M
mU.S. Continuing Jobless Claims on 6/12/20 19.522M
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million per week while continuing claims
dropped to just under 20 million. The slow
declines in unemployed are likely to
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this puts pressure on Congress to extend unemployment . ..
puts p & ploy Jobs recovery possibly slowing in some states

Su pplements (WhICh run out at the end of JU|Y) and take up Change in hourly employees going to work for small and medium-sized business, June 24 vs.
. prior week average. Workers in states shaded red are seeing a decline in employment.
another round of stimulus.

Change in % Employees Working -10% [l o 10%
In another sign of an elongated expected recovery the
International Monetary Fund (IMF) updated their forecast ‘.
for global growth. The updated projection downgrades
world output to -4.9% globally and -8.0% in the United
States (from -3.0% and-2.1% in April) in 2020. According to
the IMF “the recession will be deeper in 2020 and the
recovery slower in 2021 than expected in our April forecast.
We project a cumulative loss to the global economy of over
S12 trillion over two years (2020-21)”. They found that 95% T
of countries are estimated to result in negative per capita e b A
income growth this year due to the virus. However, the
projection for recovery in 2021 is 5.4% globally and 4.5% in the USA.

The Federal Reserve also conducted its annual stress test of U.S. banks (CCAR) and found that the they are in good financial
health. The Fed then subjected them to several different recovery scenarios that extended the length of the virus recovery
to see if they would remain financially resilient. The sensitivity analysis included: A recession followed by V-shaped
recovery as well as a U-shaped recovery, a W-shaped recovery and a double dip recession. The Board’s results led to Q3
requirements on banks to suspend share repurchases, cap dividend payments, and allow dividends according to a formula
based on average earnings over the last 4 quarters. Banks will also be required to update their capital plans later this year.

Commercial bank deposits

Even though consumer spending is expected to show an
increase in May due to the initial lifting of restrictions and
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manufacturing readings like the Philadelphia and Richmond

ser June3,2020: 1547 manufacturing indices have been increasing, there is still

$15T an air of conservatism in place and the adage “cash is king”

Grar applies. Corporations are cutting costs, raising debt and
holding more cash and short-term investments to weather

T the recession until they get a clearer picture of the

$12T recovery. U.S. based large companies saw a median
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F ) quarters. They also repatriated $124 billion in foreign
profits in the same quarter — the most since the tax law

change in 2017. Consumers are also increasing their cash holdings (perhaps due to in part to the government stability

payments). Despite very low interest rates deposits at commercial banks have increased substantially as of late and money

market mutual funds currently hold about $4.7 trillion, close to an all-time high.
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Trump vs. 2020: Trump v. Biden
Biden

Percentage of voters who would vote for each
candidate if the election were today

55%

&)
[l
o

w
=]

M Biden M Trump

Share of poll respondents (bwa-way race)

51
A S ——
imes/Siena MY
R Timesfsiens .
-
et Jani  Febt  Mart  Aprl Mayl  Junt  Jul Augl  Sepl  Octi  Novi
Quinnipiac On a completely different note, since the virus has dominated the headlines

and economics, the fact that there is a presidential election coming up later

Economist/

vouGov [ this year has almost been lost. With a little over 4 months to go it is too soon
R e to draw focus on projections, as anything can change but, it is too short a time
=ourceReaClearFoltics to ignore the potential implications. The latest polls show a large and
@®G statista%a widening lead for Joe Biden. The current lead is the largest at this point in the

cycle in the last four presidential elections. The economic positions of the two
presidential candidates differ significantly. The areas of personal income tax, payroll tax, capital gains taxes and corporate
taxes as well the regulatory direction will be the areas that will affect corporate earnings and personal wealth most directly.
It does not seem that the markets have priced anything in yet relative to the election outcome, but it is something we will
watch. There is still enough time and unknown variables that could result in a continuation of the current trend or for
projections to change significantly.

Financial Markets

The spiking of virus new cases, the rollback of the reopening and the Fed bank stress test results caused the U.S. markets to
take a step back as well. There is fear that the delays in reopening will further affect corporate earnings this year and raise
the possibility of local governments once again imposing shut downs. The S&P 500 ended the week down 2.9% and led to

the second weekly drop in three weeks, which puts the S&P negative for June. As you see in the chart below the S&P 500 is

Will Support Hold?

S&P 500 coming close to lower end of its range

Tl Last Price 3009.05
| T High on 02/19/20 3393.52

\

[

I{ITE UB(20,2) 3230.20
W TE LB(20,2) 2984.70

S Nl e, — —
ARSF-4)~00 Close(SPXI 456491 — """ e e P O i e e D e, 5601

Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2019 \ 2020

SPX Index (S&P 500 Index) SPX RSI Band Garner Daily 27AUG2019-27JUN2020 Copyrightg 2020 Bloomberg Finance L.P. 27-Jun-2020 12:07:16

at the lower end of its recent range going back to late April. Also, to reiterate, the impact on the S&P by a narrow group of
stocks masks some of the weakness underneath and the overall market is currently at elevated P/E levels with more
uncertainty introduced in the near term. The market capitalizations of Facebook, Amazon, Apple, Microsoft and Google
(Alphabet) currently make up about 22.5% of the market cap of the entire S&P 500. So, those 5 stocks have an outsized
influence on the S&P 500 index results.



Interest rates

Fixed Income is back to zero (or less) across the globe as well. As

Per cent you can see in the chart the only developed central bank raising
154 rates in the last few years was the U.S. Federal Reserve but they
started lowering rates last year and quickly dropped to zero
101 recently when the virus impact was recognized to be significant.
The election result may have an impact on municipal bond
demand should tax rates increase. States and local
5 municipalities will also most likely increase their borrowing to
cover the losses from the pandemic. This low interest rate
0 - /\\ environment may help to create a floor for equites as that is one
of the few places to look for return and yield. The current S&P
500 dividend yield of just under 2.0% looks more attractive than
-5 i : : : ‘ : the promised 0.64% you would get for buying and holding a 10-
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—Us P Euro area year Treasury bond to maturity. Moreover, the current
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estimated earnings yield of the S&P 500 is north of 3.0%.

Another area of potential opportunity for
equities may be the quicker recovery in
international markets. The chart on the

2‘3":,:';;,"2;'}: 'y:‘;, I = first page shows that those countries are
by company location having much better experience in
B Emerging markets - minimizing the virus and are continuing
{ex China) with their plans for reopening.
M China . Furthermore, while U.S. large cap stocks
Developed =] have dominated their international
. \"':”'"'ﬂ" counterparts overall for returns in recent
years, individual international equities
have held their own against U.S.
- . = securities. The chart shows that from
Index return 2011 2012 2013 2014 2015 2016 2017 2012 through 2020 about 75% of the 50
oy el - Sl T best performing individual stocks globally

have been outside the United States.
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Should you have any questions please contact us.

Buffalo Office
1114 Delaware Ave.
Buffalo, New York 14209

PHONE: 716-883-9595

Jamestown Office

214 West Fifth Street
Jamestown, New York 14701

PHONE: 716-484-2402

Courier Capital, LLC (“Courier Capital”) is an SEC registered investment adviser located in Buffalo, New York and Jamestown, New York. Registration does not imply a
certain level of skill or training. For information pertaining to the registration status of Courier Capital, as well as its fees and services, please refer to our disclosure
statement as set forth on Form ADV, available upon request or via the Investment Advisor Public Disclosure Website(www.adviserinfo.sec.gov). The information
contained herein should not be construed as personalized investment advice or a solicitation to buy or sell any security. Investing in the stock market involves risk of
loss, including loss of principal invested, and may not be suitable for all investors. Past performance is no guarantee of future results. This material contains certain
forward-looking statements which indicate future possibilities. Actual results may differ materially from the expectations portrayed in such forward-looking
statements. As such, there is no guarantee that any views and opinions expressed in this material will come to pass. Additionally, this material contains information
derived from third party sources. Although we believe these sources to be reliable, we make no representation as to the accuracy of any information prepared by an
unaffiliated third party incorporated herein, and take no responsibility therefore. All expressions of opinion reflect the judgement of the authors as the date of
publication and are subject to change without prior notice. Investment products and services are not FDIC Insured, are not a deposit or bank guaranteed, are not
insured by any Federal governmental agency, and are subject to investment risks, including possible loss of the principal invested.
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