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Economic & Market Commentary

Stocks finished higher last week buoyed by strong corporate earnings and positive guidance as most companies expect demand to stay
elevated. Along with the strong demand backdrop, a consistent theme being reported by companies is the continued supply chain
bottlenecks and higher input, transportation, and labor costs. Companies across the board are responding to higher costs with price
increases and productivity initiatives. According to FactSet’s Earnings Insight report, with 90% of S&P 500 companies having reported,
second-quarter 2021 earnings growth stands at +89% and revenue growth is up +25%. In addition to strong earnings, economic data
released last week was on the positive side as well. ISM Manufacturing and Service surveys posted solid expansionary readings of 59.5%
and 64.1% respectively. The Service reading was an all-time survey high. Readings above 50% are considered expansionary and below 50%
contractionary. Similar to the earnings theme reported by companies in the S&P 500 index, respondents the ISM surveys conveyed
continued strong demand and supply constraints along with higher costs for inputs, transportation, and labor. Manufacturing and service
companies continue to struggle to find skilled and unskilled labor, but it appears the labor market is improving as monthly job gains have
had two solid months in a row. Job gains in July came in stronger than expected at 943,000 besting the consensus estimate of 875,000 and
unemployment fell to 5.4% from 5.9%. The labor report cited, "the number of unemployed persons fell by 782,000 to 8.7 million; nonfarm
payroll employment in July is up by 16.7 million since April 2020 but is down by 5.7 million from its pre-pandemic level in February." Job
gains in July were broad-based by industry and June job gains were upwardly revised by +88,000, from +852,000 to +938,000.
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