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but they aren’t as bad as they were 
a month ago, and that’s usually 
been a prelude to things starting to 
get better. New claims for unem-
ployment are still historically 
high, but they’ve improved eight 
weeks in a row, and the total num-
ber of people on the unemploy-
ment rolls has actually started to 
drop (US Labor Bureau). Manu-
facturing activity contracted in 
May, according to the Institute for 
Supply Management Purchasing 
Managers’ Index, but it was better 
than the prior month for the first 
time since January. And new 
home sales actually rose in the 
most recent US Census Bureau 
data for April, when they were 
widely expected to collapse. 

Small businesses are anticipating 
better times ahead, too. In a recent 
survey by the National Federation 
of Independent Business (NFIB), 
small businesses expressed the 
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As we look ahead to the summer 
months, we can’t help but think what 
a challenging year it’s been so far. At 
the same time, we’re encouraged by 
the resiliency and accelerated inno-
vation among US businesses and the 
efforts by our national, state, and lo-
cal governments to support our com-
munities. And we continue to be 
amazed by the unparalleled dedica-
tion and cooperation among our front
-line healthcare professionals and 
medical researchers to see us through 
to the other side of this health crisis. 

In a similar way, the recent strength 
of the financial markets appears to be 
looking beyond continued economic 
weakness. Much of the economic 
news has been dismal, and there may 
be more bad news ahead, but eco-
nomic data is backward-looking. It’s 
important to remember that the stock 
market looks forward. 

Economic numbers are still negative, 

Looking Ahead to the Summer & Beyond 

most optimism about the econo-
my improving than at any time 
in the last year and a half. And if 
they expect improvement, 
they’ll prepare for it—by retain-
ing or rehiring workers, restock-
ing inventories, and continuing 
to follow best practices for keep-
ing customers safe. 

Looking forward also means 
gauging the ongoing impact of 
fiscal support. In the United 
States, Congress is working on a 
new stimulus package. The Eu-
ropean Commission recently 
announced an unprecedented 
750 billion euro stimulus. Japan 
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has announced additional stimu-
lus that could bring its total pan-
demic response to 40% of that 
country’s gross domestic product 
(GDP). While debt levels are 
rising and may have to be ad-
dressed in the future, these cur-
rent fiscal actions continue to 
play an important role in limiting 
any long-term economic damage 
from the recession. 

The stock market may have 
gotten a little ahead of it-
self, and there still may be 
bouts of volatility, but recent 
gains in the S&P 500 Index are 
not out of character. Like us, the 
markets are seeing things to look 
forward to. Consider the recent 
rally as the stock market’s ver-
sion of anticipating dinner out 
with friends, enjoying a ball-
game, or planning a vacation. 
These may not be right around 
the corner, and there may be set-
backs along the way, but the 
plans have been made. 

Leading Indicators 
Turn Positive 

 
The Conference Board released 
last month’s reading for its 
Leading Economic Index (LEI), 
a composite of leading data se-
ries, which showed a month-over
-month increase of 2.8%. As 
seen in the LPL Chart of the 
Day, the return to positive terri-
tory follows three straight 
months of negative monthly 
growth. 

”We noted that the pace of the 
LEI’s deterioration slowed in the 
April report, potentially suggest-
ing a bottom forming in the US 
economy,” said LPL Financial 
Senior Market Strategist Ryan 
Detrick. “Yesterday’s print was 
one of several positive economic 
data surprises we’ve observed 

recently, bolstering our optimistic 
view for economic growth in the 
second half of the year.” 

While the economy still has a 
ways to go in order to recover 
from the damage of the prior three 
months, the composition of May’s 
LEI advance encourages us. We 
noted a disconnect in April’s 
readout in which the financial 
market indicators tended to be net 
positive contributors while the 
“real economy” indicators detract-
ed. May’s release saw a reversal of 
that trend whereby the economic 
subindexes played catch-up.  Sev-
en of the 10 components were pos-
itive contributors led by an im-
provement in average weekly ini-
tial unemployment claims, average 
weekly manufacturing hours, and 
building permits. The three nega-
tive contributors were the Institute 
for Supply Management (ISM) 
New Orders Index, average con-
sumer expectations for business 
conditions, and the Leading Credit 
Index. 

The most recent LEI release rein-
forces our view that an economic 
bottom is likely behind us. Work-
ers starting to return to jobs that 
they were unable to do remotely 
had material effects on May’s 
readout, and if that trend contin-
ues, a stock market trading at 
stretched valuations would have a 
stronger foundation under it. 

 

Street View:  Why did God 
Create Economists? 

“Why did God create economists? 
To make weathermen look good!” 

The US economic recovery con-
tinues, with the majority of eco-
nomic data coming in much better 
than expected. From the more than 
10 million jobs beat in the May 

employment report to a huge 
beat in retail sales, the economy 
appears to be coming back faster 
than most expected. 

“The economic data is coming in 
so much better than expectations 
that it is making most econo-
mists look outright silly in how 
far off their estimates have 
been,” explained LPL Financial 
Senior Market Strategist Ryan 
Detrick. “Of course, the stock 
market doesn’t always equal the 
economy. Wouldn’t it be some-
thing if now that the economic 
data is improving, stocks took a 
break?” 

Looking at 2003 and 2009, two 
other years that made major eq-
uity lows in March, after vicious 
multi-month rallies off the 
March lows, stocks consolidated 
for much of the summer months 
to catch their breath before even-
tual moves higher before year 
end. After a 45% rally off of the 
lows, we could see something 
similar play out this year, similar 
to those two other years. 
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