
Is the Economy Getting Better or Worse?

Friday, August 7, 2020

To All Financial Journey Partners Clients, 

The recent news has focused on the stock market going higher, but there
has been a lot of economic data coming out in the past week that is very
troubling. In this week’s edition of Insights, we will look at questions
regarding the economy such as:

Is there a time in history that is similar that we can compare to this
year?
Has the shutting down of businesses by the governments caused
some businesses to permanently close?
Are people willing to do normal things such as going out to dinner at
restaurants?
How long can people stay unemployed before they start having
trouble paying rent and face possible eviction?
How are other economies doing around the world, compared to the
US?

People are looking for signs to tell us if the economy is getting better or
worse. We will explore these topics and then draw some insights and
conclusions on where we think things are headed in the future.
  

Recent Email and Mailing from Mutual Advisors/Mutual Securities

The financial regulators required all financial advisors to send a disclosure
to their existing clients before July 31, 2020. Our licenses are held with
Mutual Advisors/Mutual Securities. They sent this out on our behalf.

The disclosure document was called a “Customer Relationship Summary”
or “Form CRS”. A lot of the data is general information and some of it was
specific to Mutual Advisors/Mutual Securities.

We’ve received a few calls where clients were concerned about this
mailing and we want to let you know this is legitimate and we are happy to
answer any questions that you have, but it is mainly for your records. No
action is needed on your part.
  

Save the Date for “Six Estate Planning Pitfalls to Avoid” Webinar

Plan to join us for our next webinar: “Six Estate Planning Pitfalls to Avoid”
on Wednesday, September 16 at 4 PM. Attorney E.J. Hong will be our
special guest speaker.

This is an extremely important topic for people who have an estate plan
and even more important for those people that do not.

Please invite your friends, co-workers or neighbors who might be
interested. All are welcome.

Register Here
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Q2 2020 GDP Hits Historic Level

The US Gross Domestic Product (GDP) from April to June dropped
32.9% on an annualized rate, according to the Commerce Department’s

first reading on the data released last week1.

This was the largest quarterly drop since the data has been recorded, in

over a century2.

 With a drop in GDP that was this large and this fast - there is really no
period in the last 100 years that is like what we are going through with the
economy in 2020.

By comparison, the worst quarter during the financial crisis of 2008 was
an 8.4% drop in the fourth quarter of that year.

Since the shutting down of the economy in March and April, the economy
is slowly recovering in each successive month as parts of the economy
reopen.
 

Yelp and Open Table Data Gives Clues to the Economy

Data from Yelp can give us some clues as to the state of the economy and
the damage done to small businesses due to the government mandated

shutdowns3.

60% of the restaurants on Yelp indicated they are permanently closed.
Yelp manages many types of businesses and 75,800 updated their profiles
as permanently closed.

Here is a breakdown of some major categories:

15,700 restaurants
12,500 retailers
4,900 hair salons

It is essential to contain the virus as quickly as possible to prevent more
businesses from closing in the near future.

Restaurant bookings via OpenTable rebounded as restaurants reopened.
But bookings are half the levels pre-virus and have plateaued since mid-

June4.

Large Number of US Renters at Risk of Eviction

People in states across the country may not have enough money to pay
their rent and therefore face possible eviction. The figure below shows

survey data by state as of July 15, 20205.

Another stimulus bill from Congress is likely to provide money to
unemployed Americans who could have trouble paying their rent.
  

Other Economic News

Here is some additional news on the economy5.

Continuing unemployment claims jumped to 17.06 million, up from
16.197 million the prior week. Much of the rise in claims came from
California and Texas, where some businesses were forced to close
again.
The dollar has been falling since April, reaching the lowest level
since June 2018. Gold has been reaching all-time-highs during
the past week. Both of these developments are consistent with the
Federal Reserve continuing to create money from their computers to
support all the stimulus programs.
The debate is ongoing as to whether schools in the US should
reopen in the fall. While we will not comment on the health aspect
of that decision, there are definite financial impacts. Closing schools
and moving to distance learning from home can put pressure on the
family to become the teacher for the kids during the week, making it
difficult for parents to work from home, or even cause some parents
to have to quit their jobs to take care of their kids.
Congress is continuing to debate the contents of the next stimulus
bill. It is expected to be over $1 trillion. Possible items that are being
discussed by lawmakers to include in the stimulus bill are aid to
states, money for schools and money for additional virus testing. The
strongest points of debate seem to be whether to continue the
Federal support for unemployment (the current $600/week federal
unemployment benefit that is in addition to the state unemployment
benefit), the Paycheck Protection Program and possibly another
round of checks sent directly to people (similar to the $1,200 per
person support provided a few months ago).
  

Economies Around the World

We recently surveyed clients to understand what they thought the shape
of the recovery would look like. Clients thought the shape of the recovery
could be a U, W or a check mark. Vanguard gave us their projection for
the economic recovery by region.

The projection for their shape of the economic recovery looks like a check

mark6. Note that they are projecting a slower recovery in the US than in
other regions.
     

July Unemployment Report

The Bureau of Labor Statistics announced this morning that the total
nonfarm payroll employment rose by 1.8 million in July, and the

unemployment rate fell to 10.2%7. This is a decline of 0.9% in the
unemployment rate from June.

These improvements in the labor market reflect the improving economic
activity after the shutdown of businesses due to the virus.  This still leaves
the number of people unemployed in the US at 16.3 million. 

Following are the increases in jobs in July by sector:

592,000 – Leisure and hospitality
301,000 – Government
258,000 – Retail
170,000 – Professional and Business Services
126,000 – Health care
38,000 – Transportation and Warehousing
26,000 – Manufacturing

It is encouraging to see people going back to work, but there is still a long
way to go.

Pulling it All Together

The government mandated shutdowns of businesses that started in March
created an unprecedented drop in the economy in the second quarter.
There has been steady improvement in the economy each month since
the lowest point in April.

Businesses have been reopening across the country since May. As
businesses reopen, people have been going back to work and
unemployment has been dropping. Recently, some states, including
Arizona, California, Florida and Texas have had to reclose some
businesses as the number of cases of the virus have increased.

We see a tug of war happening between stimulus from the Federal
Reserve and the Federal Government, which are trying to keep the
economy up, versus the virus that is trying to pull it down.

The key factor is our ability as a country to stop the spread of the virus so
we can reopen businesses as quickly as possible, before they close
permanently. Each month a business is closed it gets harder for that
business to survive. An effective vaccine or an effective treatment for
those that get the virus could quickly allow businesses to reopen and
improve our economy.

Until that point, we can all do our part to stop the spread of the virus, while
the government stimulus will try to be the bridge from the current situation
with shutdown businesses, to when it is safe again to fully reopen the
economy.

We still see potential problems ahead in the economy so we will continue
to watch the data very carefully and watch for how it can impact the stock
market.

Sign Up for This Newsletter

We send this email newsletter out to all our clients. Please share this
newsletter with your family, friends and co-workers. We welcome
introductions and the newsletter is a great way for them to get acquainted
with us.

If you are not a client and would like to register to receive this newsletter,
please select this link to sign up now.

Sign Up Today!

Good News Story

We want to share an uplifting story of people helping other people. Here is

a couple in Texas that both got the virus and recovered8. After recovering,
they had antibodies in their blood found to help fight against the virus.

They both donated their plasma to hospitals, who then gave it to sick
patients that entered the hospital. Their plasma has helped save the lives
of 68 people that were ill from the virus.
   

Sharing the Summer Photos from Our Team

Linda had the opportunity to spend a few days at the beach in Aptos. She
was fortunate to be there for the unusual bioluminescent waves at the
beach. These trails of light are created by tiny organisms, called
dinoflagellates that thrive in the waters in certain weather.

Share Your Summer Photos!

We have been sharing the photos from the summer adventures of our
team each week in this newsletter. We would love to see photos from your
summer adventures and have received some fantastic ones already.

You can submit your photos until August 31. Perhaps something luminous
from your walk on the beach or picnic in the park.  Whatever your
adventure we look forward to hearing your stories and seeing your
photos. Learn more here.

Where Do We Go From Here?

This week, Elaine attended a virtual conference, the Women Adviser
Summit. Conferences have all gone virtual, allowing people to attend from
the comfort of their home. During the conference, they asked the
attendees how they were dressed, while attending the conference at
home. 70% of those attending the conference were in their pajamas!
Elaine asked me to make sure you knew she truly was dressed in her
work clothes and not in pajamas. 

Summer is flying by. We hope you get a chance to get out and enjoy the
nice summer weather or finally work your way down your summer reading
list. Whatever gives you joy.

Feel free to forward our emails and as always, if there is anything we can
do to help, or you just want to talk, give us a call. We always appreciate
our time with you.

We hope everyone stays healthy and safe.

Elaine, Scott and Linda

_______________________
 

COVID-19 Resource Page – This page has lots of great resources
available for many areas related to the coronavirus, including where you
can get free COVID-19 testing in Santa Clara County, stats, government
programs and the latest information on what businesses are open and
closed.
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