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Client Update — It’s Official (06/12/2020)

Latest Developments and Economics

The National Bureau of Economic Research (NBER), the organization responsible for maintaining the chronology of peaks
and troughs of U.S. business cycles, has publicly declared February

Pandemic Ends LO“gESt 2020 to be the peak of economic activity in the current cycle. This
Growth cycle inU.S.H istory ends the economic expansion that began in June 2009. The 128-

, o ‘ month long expansion was the longest in U.S. history dating back to
The longest economic expansions in the United States . . . .
since World War II (in months)* 1854 and now officially puts the United States in a recession. Of
B Number of months ® Annual real GDP growth course, the main question is still how deep and how long. The
United Kingdom this week reported a decline in their monthly GDP of
June 2009 - February 2020 [ 128 238%

March 1991 - March 2001 | 120 3% 20.4% in April, the largest on record, and this was preceded by a
February 1961 - December 1969 | ' 06 48y, ~ contraction of 5.8% in March. In the U.S. the Q2 2020 estimates of

November 1982 - july 1990 NN ©2 48%  GDP contraction still range anywhere from -25% to -50% on an
November 2001 - December 2007 [N 73 20% annualized basis so there is still much uncertainty. Analysts are
March 1975 - January 1980 | 58 43%  |ooking in every direction for clues and this week, Federal Reserve
October 1949 - July 1953 | 45 6.9%

Chairman Jerome Powell held a press conference after their latest
FOMC meeting. He remarked that the virus-related shutdowns have
* The NBER broadly defines an expansion as a period, usually lasting . . .. -
several years, during which economic activity rises substantially, caused a sharp decline in economic activity, a surge in job losses and
Sjgrrf:gi,'};t?;;C;SI‘SBTreeszt;eEigf‘g‘:n";yéesearchl Ben “tremendous human and economic hardship”. Furthermore, he
@ ® @ StatiSta 5 stated that “the extent of the downturn and the pace of recovery
remain extraordinarily uncertain and will depend in large part on our
success in containing the virus”. He reiterated that they aren’t even thinking of a future rate increase and indicated this
may continue until 2022. Inflation also isn’t a problem currently. Although, in his opinion, the depth of unemployment
means that the unemployment rate may stay elevated for some time and that the Federal Reserve will do everything it can
for as long as it will take to get back to normal employment levels. As an example of the quick Fed response so far, it took 6
years to pump $3 trillion dollars into the economy in 2008 while in 2020 it took 3 months. When asked about another
round of stimulus Treasury Secretary Steven Mnuchin indicated they are open to it and pressure is building but, not
seriously discussing it until July as there is still over $1 trillion of the $2.6 trillion stabilization package that has yet to be
pumped into the economy over the next month. Also, when asked about a second wave of the virus he retorted that they
cannot shut the economy again.
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There are signs of life and economic activity beginning to

H H 1
return but differs by region. People returning to work is a Hospitality's rebound
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critical element of recovery. The June 5 Non-Farm Payroll Leistire and hospitality I 120 00
report unexpectedly reported an increase of 2.5 million Construction I 454,000
. . "™ Health care and social assistance 390,000
jobs when a decline of about 7.5 million was expected. The e , .
. . ) Retail trade I :67.800
resulting 13.3% unemployment rate is considered suspect Manufacturing [ 225 000
by some due to undercounting of unemployed but, this Professional and business services [l 127.000
. . . Fi ial activiti 33,000
does provide evidence that people are being recalled to inancial activities |
. . Lo Wholesale trade | 21400
work. The gain was led by the Leisure and Hospitality Utilities 2300
industry (see chart), which are generally lower paying jobs. Transportation and warehousing 19,000 |
More employment evidence followed the next week in the Mining and logging 20,000
. . . . . . Information -38,000 |
continued reduction, albeit from historic levels, in the Government 585,000 [
initial unemployment claims which dropped to 1.542 SOURCE BLS e



Downward Slope

U.S. jobless claims fall for 10th week, continuing claims ease slightly

W Continuing Jobless Claims 20.929M
M Initial Jobless Claims 1.542M
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million. This continues its
march down from the weekly
6 million that was realized
early in the shutdown but, is
still very high. What is rather
stable is people remaining on
unemployment (Continuing
Claims) that continues to
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Temporary layoffs

More than 80% of those unemployed expect to be recalled to their job
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May 29 hover around 21 million. This
o wne 1S What may take a while to

work down. If you ask employees though,
about 80% of them believe that the
unemployment situation is temporary and
when the economy reopens fully, they expect
to return to the positions they held before the
crisis and shut downs began.

Employees returning to work will depend on
consumers, who would need to return to their

0% pre-virus spending patterns. There are some
1970 1980 1990 2000 2010 2020 . . .
indicators that bear watching.
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The chart on the right shows the state of
reopening by country as measured by their
mobility (change in activity around
workplaces) and virus recovery rates. The
United States is in the low mobility/ low
recovery quadrant currently (lower left) which
is characterized as a cautious stance. Some
Emerging Market countries as well as Japan
are in the desirable upper right quadrant,

MOBILITY INDEX

Cﬁ) Country maobility rate = & Country recovery rate =
workplace mobility - residential mobility total recovered « total COVID-19 cases

The higher the mobility rate, the more economic activity this signifies.
In most cases, mobility rate also correlates with a higher rate of recovery.

WHICH ECONOMIES
ARE REOPENING?

COVID-19 RECOVERY RATE

which results in the lifting of restrictions and a

return to more normal economic and social
activity. The greatest risk seems to be with
countries in the upper left quadrant (i.e.:
Brazil) as they are countries with a low
recovery rate of the virus but have not really
embraced social distancing and other
mitigating factors yet.




Apple Mobility Data - United States

o DRIVING e TRANSIT

stabilize the price of oil to
between $35-540 per barrel.
There is still a demand/supply
imbalance and inventories
continue to rise despite a cut in
domestic production. OPEC+
countries have agreed to extend
the 9.7 million barrels per day cut
one more month through the end
of July.

— W ALKING

Supply Surge

There is other encouraging evidence of
the United States beginning to emerge
from the situation as of late. The first is
measured by Apple. They have been
tracking the volume of people asking for
directions by different modality. They are
tracking driving activity (blue), walking
activity(red) and mass transit(brown).
The chart measures the activity as of
January 13 (baseline), before the
shutdowns began, through June 8. As you
can see, the United States is starting to
return to a more normal driving pattern,
but mass transit transportation remains
muted.

This additional driving is increasing the
demand for oil. This, coupled with the
production cuts by OPEC+ have helped to

U.S. oil inventories hit new record as production tumbles

u.s.

Restaurant bookings

Year-over-year change in seated diners at restaurants on the OpenTable network
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Consumer sentiment began its recovery as measured by University of Michigan survey and has led to other signals of
economic life. The result has been increases in air travel traffic, restaurant bookings and hotel occupancy rates. The
restaurants would be the easiest to access for a consumer locked in the house for 3 months while hotel occupancy could

continue to see an increase in bookings given that we are entering the prime summer vacation season.

Even globally, the signs of increased industrial activity are evident in the recovering Purchasing Manager Index surveys for
various developed markets where the latest readings show an upturn in activity.

Aep e sjauleg

12-Jun-2020 16:10:54



Manufacturing PMIs Recovering
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Financial Markets

Equity and Fixed Income markets in the U.S. continue to exhibit bouts of volatility. The S&P 500 continued its melt up in
May/June. The news of states reopening, along with the unexpected jobs news, propelled the index to within a whisker of
its all-time high. The question of what rational basis for this market rally continues to swell as significant risks remain.
Based on the current state of the economy and expectation for 2020 corporate earnings the market seems to be detached
from the economic reality. Some believe that the market is looking past 2020 towards a ‘V’ shaped recovery in 2021.
Contributing to the market increase is the current massive liquidity (provided by the Fed), the zero-rate environment and
the direction of the U.S. dollar relative to other world currencies. Regardless how much each of these are contributing to
- the rise in the equity markets it was
Dollar Is Inversely Driving the S&P 500 all subject to a swift reversal on
Thursday June 11 as the S&P 500
declined by about 6.0% based
mainly on fears of a second wave of
3029.75 the virus. Despite a shallow recovery
the next day the equity markets
finished Friday with the worst

M Bloomberg Dollar Spot (R1) MCME E-Mini Standard & Poor's 500 Index Future (L1)
+1300

25004 4 i
'57 weekly loss since March. Even after
last week’s decline the S&P is down
Feb 28 Mar 16 Mar 31 Apr 15 Apr 30 May 15 May 29 Jun 15 only 5% for the year but is about
2020
Source: Bloomberg 35% higher than March lows.
BBDXY Index (Bloomberg Dollar Spot) BBDXY SPX Daily 20FEB2020-13JUN2020 Copyright® 2020 Bloomberg Finance L.P. 12-Jun-2020 16:03:17

Should you have any questions please contact us.
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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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