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June’s unemployment rate was better than expected despite a resurgence of COVID-19 cases in some
states. 11.1% of the U.S. labor force remains unemployed. The rate, a significant increase from last year,
is lower than the consensus’ estimate of 12.5%. May’s reading was at 13.3%. The report showed a
reduction in the number of people who had been temporarily laid off. However, there was an increase
in the number of people who have lost their jobs permanently. Unfortunately, we are seeing an
increase in the number of companies unable to make it through the reduction in demand induced by
COVID-19. Despite the better than expected employment picture, initial unemployment claims were
higher than expected with 1.427 million people filing for unemployment insurance. This number is in
line with last month’s initial claims number of 1.482 million but higher than the expected 1.350
million.
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Year-over-year growth in earnings continues to be strong. As discussed in previous weeks, the number
is skewed toward higher wage workers since the layoffs impacted lower wage workers the most.
Earnings grew by 5% in June. Month-over-month growth tells a different story. In June, earnings
decreased by 1.2%. This number is probably impacted by more people re-entering the work force,
reducing the average total wage number.
A recent bright spot for the economy has been manufacturing. Manufacturing payrolls increased to
356,000. This compares with the expected number of 235,000 and last month’s reading of 250,000.
Company inventories have been depleted. The pickup may reflect manufacturing companies ramping
up production to supply depleted inventory.
The final Durable Orders numbers for May were released this week. Ordering grew by 15.7%. The
increase was led by orders for transportation equipment. After two consecutive months of decreases,
transportation equipment orders increased by 80.7% in May.
We are at the start of another earnings season. Expectations for the second quarter are low. The
quarter is expected to feel the full brunt of COVID-19. S&P 500 earnings are expected to decline by
43.9% and sales are expected to be down 11.6%. The negative growth is expected to continue into
the third and fourth quarters.
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Over the one-week period, the S&P 500 was up 1.76%. The positive return was led by sectors that have
been relatively strong through the year, including consumer discretionary, information technology
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