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The world economies continued their recovery from the COVID pandemic. Economic sectors are recovering at differing
rates as certain sectors are more adversely affected during the recovery.

.S. GDP :
LEE (@ DR Quarter over Quarter Real GDP Growth 2015-2021

35%
The U.S. economy, as measured by 30%
GDP, grew by 6% during both the 1st 25%
and 2nd quarters of the year. This 20%
has brought the GDP, in dollars, back 15%
to pre-pandemic levels offsetting the 10%
drop due to the COVID mandated 5% 1 11 i I I
shutdowns. With the country opening 0% iLa-8a-ninoael LaxHN .08
back up, the worst appears to be behind -5%
us. Estimates for the balance of the -10%
year call for continued growth butata ~ -15%
reduced rate. -20%
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EMPLOYMENT:

During the 2020

During the 2020 COVID shutdowns, the U.S.
economy shed over 22 million jobs. Since then,

COVID shutd owns, we have recovered 15 million leaving over 7 million
more people without a job than in February, 2020.
the US eCOHOmy Studies indicate 2 million have retired while another
1.5 million are not planning to return to work and
Shed thus not considered “unemployed”.
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EMPLOYMENT:

Unemployment Rate & U6 Unemployment: 2000-2021
25%

The unemployment rate had dropped

to 3.5% in February, 2020 then spiked 20%
to 14.7% due to the shutdown, before
dropping to 5.9% by June 30, 2021. 15%
Weekly claims for unemployment

benefits had hovered around 200,000 -
230,000 for the past couple years before 10%
jumping to 6.7 million during the “stay

at home” orders and have fallen to 1.3 5%
million as of June 30, 2021.

e Jnemployment Rate = e==UJ6

Monthly Change in Nonfarm Payrolls (thousands):
2000-2021

The job market is going through many 2,500
changes as the effects of being off work 2,000
is being felt differently by individuals. 1,500
There are over 2.5 million fewer workers
in the leisure and hospitality sector than
pre pandemic. Workers quitting their
jobs is at the highest rate since 2000. At

the same time, unfilled posted jobs are -500
at an all time high. It will take time for -1,000
the employment situation to shake out.  _q 509
-2,000
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MANUFACTURING:

Purchasing Manager's Index (PMI): 2000-2021

70
The manufacturing PMI (Purchasing
Manager Index) continues to show
signs of strength, coming in above 60 60
for the 5th consecutive month. When
the index is above 50, it signals an
expansion in the manufacturing sector,
while a reading below 50 indicates a
contraction. It has rebounded from a
low of 41.7 in April, 2020. The primary
concern has been the flow of products
through the supply chain.




SERVICES:
Non- Manufacturing Purchasing Manager's Index (PMI):
2000-2021
70
65 The non-manufacturing PMI tracks the

service sector portion of the economy,
which accounts for over 70% of the U.S.
GDP. This index also shows signs of
strength, coming in above 60 for the 4th
consecutive month, rebounding from its
low of 41.8 in April, 2020.

RETAIL:
Month over Month Change in Sales: 2010-2021

General Merchandise, Apparel, Furniture, & Other

20%

15%

10%
Monthly sales of general merchandise 59
have rebounded in 2021 with May, 2021 ° I
sales up 15% over December, 2020. 0% #rdbemn -l e e el At el - Tin
Households continue to spend, making 5%
up for the downturn of early 2020. ’
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AUTOMOBILES:

Total Vehicle Sales (millions): 2000-2021

Sales of cars and light trucks have
rebounded, as annual sales have
averaged over 17 million for the first six
months of the year. Concerns center on
the availability of microchips which are
used in almost all vehicles.
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NEW HOME CONSTRUCTION STARTS:

New Private Housing Starts (thousands): 2000-2021
2,500

® Multi Family  m Single Family

2,000
New home sales have exceeded an
annual pace of 1.5 million for the first
five months of the year (June data not
yet available). This is the highest pace
since 2006. According to a recent study, 1,000
there is still a shortage of more than 5
million homes.
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SALES OF EXISTING HOMES:

Existing Home Sales (thousands): 2000-2021

7,500
7,000
6,500
Sales of existing homes exceeded an 6,000
annual pace of 6 million for the first half 5,500
of the year (June data not yet available). 5.000
4,500

4,000
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PRICE OF HOMES:

Case-Shiller Home Price Index Year over Year Change:

2000-2021

25%

Home prices continue to rise. The 20%

average price of a home increased by 15%

double digits for the 6th consecutive 10%

month_. The average pr_ice of a sold 5%
home is at an all time high.
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MORTGAGE RATES:

30 Year Fixed Rate Mortgage: 2000-2021

9%
8%
7%
The interest rate on a 30-year mortgage
6% was below 3% for the majority of the
first half of 2021, giving support to the
5% housing market. Lower rates also allow
49 existing home owners to refinance and
% free up monthly cash flow which is good
39 for households.
2%
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INFLATION: Year over Year Change in CPI: 2000-2021
6%
5%
4%
Inflation has become the biggest 3%
concern to the economy during the first 5o,
half of the year, reaching 5% as of June, .
2021. The debate is whether this is 1%
temporary or a pattern for longer term. 0%
-1%
-2%
Headline CP| e====Core CPI
-3%
PRI O I HL O A DO O N QO X004 9.9 0N
O OO L 2 O 2 N0 NS AV R AN N0 N° N\ N\° N
FFEFEFFEFTEFTSF PSS S S 1y

THE MARKETS:

Market returns for major indices during the first half of the year:

Select Market Total Returns Year to Date through June 30, 2021
35% 31%
30%
25% 21%
20% = 18% 18%
15%
10% 9% 7%

.
0% —
5% 2% .

-10% 7%
Bloombgerg S&P 500 S&P 400 Russell 2000 NAREIT MSCI EAFE MSCI EM S&P GSCI Gold [13]
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Aggregate Bond Stocks) Stocks) Stocks) Stocks) Developed Emerging

Market Stocks) Market Stocks)



THE MARKETS:

The S&P 500 (U.S. Large Cap Stock Market) has seen higher volatility but has rewarded those who can ride the ups and
downs.

S&P 500 Price Return: YTD through June 30, 2021

16%
14%
12%
10%
8%
6%
4%
2%
0%
-2%
-4%
S'ZS Qéo @‘b& ?Q @fb* 500 [14]

As the stock market continues to rise, the question is always asked — is it too high? Given money has to go somewhere,
contrast cash paying zero, the 10-year Treasury paying 1.5% while the S&P 500 dividend yield pays 1.35% plus has
upside growth potential. There were 34 record highs in the S&P 500 during the first six months of 2021. “High” markets
do not preclude higher markets. Since 2000 there have been 4 signifcant market declines, yet the overall return has been
positive. Investors are rewarded for investing in stocks over the long term.

CONCLUSION:

Our clients have been rewarded for staying the course during volatile times. Our team understands and analyzes their
risk tolerance, how it relates to their asset allocation and how we can properly select specific securities for the long run to
meet both their current needs as well as their longer-term goals. We may not know what the market will do in the short
run, but we are prepared for what the markets give and can adjust as the need arises. If you would like to talk further,
please feel free to reach out to one of us.

We appreciate the trust our clients place in us and strive to help them in all of their financial matters. If you know of
someone who could benefit from our services, please let us know. We look forward to the remainder of the year!

By: Jerry VanderLugt CPA, CFP®, CVA
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