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U.S. Review Builder Confidence & Housing Starts
Diffusion Index; SAAR
s s 120 3,000
Brlnglng Down the Hammer NAHB Housing Market Index: Aug @ 78 (Left Axis)
—Housing Starts: Jul @ 1.50M (Right Axis)
e Despite indications of lost momentum elsewhere, residential 100 & 1 2,500
construction activity is picking up steam. A key survey shows
confidence among homebuilders in August tied an all-time 80 & 1 2,000
high set in 1998 and housing starts figures released this week
handily exceeded expectations. 60 | 1 1,500
¢ Existing home sales rose 24.7% in July as the annualized pace
of sales rose above 5.8 million. 40 1 + 1,000
e The leading economic index increased in July, but for the " 00
second straight month it did so at a slower pace.
e The number of people filing for unemployment insurance 0 : : : : : : : : : Lo
crested back un over a million in the first week of August. % 93 %6 99 02 05 08 11 14 17 20
.
Global Review Japanese Real GDP
How Quickly Will Japan’s Economy Bounce Back? 12% 12%
e COVID-19 has wrought a far lower human toll on Japan than 8% § I T8%
in most of Europe or the United States. Japan has a total of 4% 2y el | 11 I,. '.II | b | 4%
. 1 . . " 2 4 a r
close to nine deaths per million people, in comparison to 0% MJ‘II'J‘LHI“'M‘"'“'ILI I J]'. ﬁLﬂ'HIAIJu- - 0%
530 per million in the United States or 587 per million in Italy. a9 L I T 4%
e Despite a less severe lockdown, the Japanese economy has -8% + ' 1 -8%
taken a nosedive like many of its developed market peers. Data 129 1 1208
on Q2 real GDP growth in Japan was released this week and 6% L 1
showed a 27.8% annualized contraction.
-20% 1 + -20%
e Europe’s August PMI surveys were mixed. The U.K. PMIs oao | 1
firmed further, including the strongest reading for the services
. . -28% -+ | mCompound Annual Growth Rate: Q2 @ -27.8% T -28%
PMI since 2013. In contrast the Eurozone services PMI Year-over-Year Percent Change: Q2 @ -9.9%
: : . . -32% + + + + + + + + + + -32%
softened, but remained (just) in growth territory. 00 02 04 06 08 10 12 14 18 18 20
‘Wells Fargo Securities U.S. Economic Forecast Inside
Actual Forecast Actual Forecast .
2019 2020 2018 2019 2020 2021 U.S. Review 2
19 20 3¢ 4Q 1@ 20 3Q 4 U.S. Outlook 3
Real Gross Domestic Product ! 2.9 1.5 2.6 2.4 -5.0 -329 21.8 6.6 3.0 2.2 -4.9 3.8 :
Personal Consumption 1.8 3.7 2.7 1.6 -6.9 -34.6 29.8 7.8 2.7 2.4 -5.0 4.4 GIObal ReVleW 4
— ; Global Outlook 5
Inflation Indicators . .
PCE Deflator 1.4 1.5 1.5 1.5 1.7 0.6 0.9 0.7 2.1 1.5 1.0 1.2 Point of View 6
Consumer Price Index 1.6 1.8 1.8 2.0 2.1 0.4 0.8 0.6 2.4 1.8 1.0 1.3 TOplC of the Week 7
Industrial Production ! -1.9 -2.3 1.1 0.4 -6.8 -42.6 33.5 4.6 3.9 0.9 -7.8 3.6 Market Data 8
Corporate Profits Before Taxes 2 -1.1 1.7 -0.5 1.3 -6.7 -18.0 -11.0 -5.0 6.1 0.3 -10.2 9.9
Trade Weighted Dollar Index 3 109.8 109.7 111.0 109.8 112.7 110.3 106.5 105.5 106.4 110.1 108.8 103.7
Unemployment Rate 3.9 3.6 3.6 3.5 3.8 13.0 9.6 8.3 3.9 3.7 8.7 6.9
Housing Starts 4 1.20 1.26 1.29 1.43 1.48 1.04 1.25 1.30 1.25 1.29 1.27 1.29
Quarter-End Interest Rates °
Federal Funds Target Rate 2.50 2.50 2.00 1.75 0.25 0.25 0.25 0.25 1.96 2.25 0.25 0.25
Conventional Mortgage Rate 4.28 3.80 3.61 3.72 3.45 3.16 2.75 2.80 4.54 3.94 3.04 2.96
10 Year Note 2.41 2.00 1.68 1.92 0.70 0.66 0.70 0.90 2.91 2.14 0.74 1.23

Forecast as of: August 12, 2020
! Compound Annual Growth Rate Quarter-over-Quarter > Federal Reserve Advanced Foreign Economies Index, 2006=100 - Quarter End
2 Year-over-Year Percentage Change “Millions of Units
5Annual Numbers Respresent Averages

Source: International Monetary Fund, Federal Reserve Board, IHS Markit, U.S. Department of Commerce, U.S. Department of
Labor and Wells Fargo Securities
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U.S. Review
Claims Rise Amid Slipping Momentum in Rebound

The trend in the economic data in recent weeks has been that the
initial post-lockdown snapback in activity has given way to a less
robust pace of recovery. The loss of momentum was largely evident
in the economic data this week as well, although there were a few
positive surprises.

One area that was emblematic of the momentum loss was jobless
claims, which increased after declining on trend for several weeks.
Regular state-level continuing claims actually fell during the first
week of August, but claims for the Pandemic Unemployment
Assistance program rose. After failed deal negotiations on Capitol
Hill, executive actions from the Whites House provided $300 in
extra weekly benefits starting in September, down from $600 at
the end of July, but states need to apply to FEMA and reconfigure
payment processes. While payments will be retroactive, only a
handful of states have been approved and the delay in payments
will weigh on spending given the lofty ranks of the unemployed.

The leading economic index (LEI) rose 1.4% in July, which was
larger than the 1.1% that had been expected. The fact that this
increase comes after June’s figures were revised higher makes the
outperformance all the more impressive. While this marks the
third consecutive monthly increase, it also marks the second
month in a row in which the size of the increase was smaller; on
brand for a recovery that is losing steam.

The two biggest contributors to the LEI's better-than-expected
outturn in July were the average work and building permits. As
factories reopened and people returned to work after the
shutdowns, hours continued to rise off a low base; so the gain here
was largely expected.

The jump in building permits, was stronger than expected. This is
often one of the last of the LEI components to be collected. This
week, the report on housing starts and building permits for July hit
the wire on Tuesday, just two days prior to the LEI.

Surprise Surge in Multi-family Lifts Housing Starts

According to the most optimistic forecast of 62 economic shops
polled by Bloomberg, the best we could expect out of housing starts
amid a pandemic was a monthly increase of 11.3%. When the actual
number printed, housing starts blew past that — in fact, precisely
doubling it. Overall starts jumped 22.6%, with single-family starts
rising a solid 8.2% and multifamily starts surging ahead 58.4%.

The big jump in multifamily starts explains the miss. This series is
quite volatile from month to month. The vast majority of
multifamily starts are for apartments, which have seen vacancy
rates increase in recent months and have seen rents ease up a bit.
The weakness in highly visible markets like New York may be
weighing on forecasts for the sector. Our take is that demand for
apartments outside these mega-metro areas has actually remained
fairly strong and rents have held up much better. In fact, as renters
migrate from large, densely-populated, high-cost metro areas that
could spark demand and construction activity in lower cost, more
spread-out cities.

Initial Jobless Claims
Millions, Seasonally Adjusted

mInitial Claims: Aug-15 @ 1.1M |
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Source: Conference Board, U.S. Department of Commerce, U.S
Department of Labor and Wells Fargo Securities
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New Home Sales « Tuesday

Housing has largely been resilient to the economic disorder created
by the coronavirus. Sales slipped during the initial lockdowns, due to
the inability to show homes, but have since bounced back. The
resiliency of the housing market may seem inconsistent with high
unemployment. Massive job losses have indeed led to a rise in late or
missed rent and mortgage payments—something we continue to
monitor. But, job losses have been concentrated in lower-paid
industries and in many cases industries where workers tend to be
younger and more likely to be renters rather than buyers. Demand
for homes is thus being bolstered by a shift in demographics. Many
millennials who were on the cusp of homeownership have likely
accelerated their timeline to take advantage of record-low mortgage
rates and meet an increased desire for more living space. There are
thus some favorable fundamentals supporting the housing market
and we expect the housing rebound continued into July.

Previous: 776K Wells Fargo: 799K

Consensus: 775K (SAAR)

ISM & Core Capital Goods Orders

Index, Year-over-Year Percent Change
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Personal Income & Spending ¢ Friday

The headline reading for personal income has masked some pretty
big swings under the surface in recent months, particularly in wages
and salaries and unemployment benefits. July will likely be no
different—but it does mark the final month of the $600/week
supplemental jobless benefits. By our estimates, the additional
$300/week implemented by President Trump will, at the earliest, hit
unemployment checks in the final week of August and likely only last
about four weeks. Furthermore, the stand-still between Congress
and the White House over additional stimulus points to a looming
income cliff for consumers. In terms of spending, July retail sales
data point to a continued rebound. Retail sales are now above their
pre-virus level, but the retail data miss services consumption, which
accounts for the bulk of personal spending. Retail sales and personal
spending thus may diverge in the months ahead as services will likely
hold back the broader recovery in spending.

Previous: -1.1%; 5.6% Wells Fargo: -0.2%; 1.5%

Consensus: -0.5%; 1.5% (Month-over-Month, Inc.; Spend.)
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New Home Sales vs. Mortgage Rates
Rate; SAAR, Thousands

8% 1,500

Mortgage Rate: Jul @ 3.0% (Left Axis)
—New Home Sales: Jun @ 776K (Right Axis)
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Durable Goods Orders « Wednesday

Durable goods orders likely continued to rebound in July, but with
millions of workers still out of work and businesses conserving cash,
a complete recovery remains a ways off. The new orders component
of the ISM manufacturing index rose to 61.5 in July, comfortably
above the 50-mark designating expansion. While the ISM is a
diffusion index and thus a measure of the breadth rather than the
degree of change in activity, the July new orders index suggests
activity picked-up compared to June, and bodes well for durable
goods orders Auto manufacturing has been a bright spot lately as
auto sales have regained more than half of their virus-related drop.
Auto manufacturing likely continued to rebound in July. Shipments
of nondefense capital goods will provide our first taste of how
equipment spending is set to fare in Q3. Equipment spending fell at
nearly a 40% annualized rate in Q2, but momentum at the end of the
quarter sets Q3 up for a sizeable rebound in terms of its growth rate.

Previous: 7.6% Wells Fargo: 3.7%

Consensus: 4.0% (Month-over-Month)

Real Personal Consumption Expenditures
Percent Change in Personal Spending Since Feb. 2020
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—PCE: Jun @ -6.6%
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0% 0%
-5% + + -5%
-10% + + -10%
-15% + + -15%
-20% T + -20%
-25% t t t t -25%

Feb-20 Mar-20 Apr-20 May-20 Jun-20

Source: U.S. Department of Commerce, Bloomberg LP, Institute for
Supply Management and Wells Fargo Securities
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Global Review
How Quickly Will Japan’s Economy Bounce Back? Government Stringency Index
COVID-19 has wrought a far lower human toll on Japan than in ¢q 100 = Most Stringent, 0 = Less Stringent 100
most of Europe or the United States. Japan has a total of close to
90 + + 90

nine deaths per million people, in comparison to 530 per million
in the United States or 587 per million in Italy. With a less serious  gg + 1 80
public health situation, policymakers in Japan have generally
adopted less stringent limitations on mobility and private activity
(top chart). 60 +

70 +

Despite a less severe lockdown, the Japanese economy hastakena 5o | / 7
nosedive like many of its developed market peers. Data on Q2 real ' __\—\_
GDP growth in Japan was released this week and showed a | 7%
27.8% annualized contraction (see chart on front page). Although 30 + g
the quarterly declines in real GDP in Japan in the first half of 2020

were not as big as they were in the United States or the Eurozone, [

20 + —United States: Aug-07 @ 69.0 |+ 20
Italy: Aug-07 @ 48.2

—Sweden: Aug-07 @ 37.0

this comes with a caveat: the H1-2020 contraction in Japan comes 10 T United Kingdom: Aug-07 @ 65.3 |T 10
on the heels of a 7% annualized contraction in Q4-2019 due to an o4 ‘ ; } }Japa”: A“?'w e 32'6 : o
increase in the country’s consumption tax. On a year-over-year Jan-20  Feb-20 Mar-20  Apr-20 May-20 Jun-20  Jul-20  Aug-20
basis, real GDP was down 9.9% in Q2-2020, a bit more than the ) )
9.5% contraction in the United States, but still less than the Japanese Industrial Production Index

o . Year-over-Year Percent Change, Not Seasonally Adjusted
15.0% collapse in the Eurozone. 40% 40%

[ —Industrial Production Index: Jun @ -18.2% |

Japanese economic data with a monthly frequency suggest a
rebound began to take hold towards the end of the second quarter.
Retail sales surged 13.1% in June and are now “only” down
1.2% year-over-year (for comparison, U.S. retail sales increased
2.3% year-over-year in June). Japanese industrial output rose in 10%
the month of June for the first time since January, and if May

marks the bottom in factory sector output the year-over-year 0%
decline would actually be less severe than it was at the bottom of

the Great Recession (middle chart). Nonetheless, industrial -10%
activity still appears to have some way to go before fully recouping

30% + + 30%

20%

r 20%

r 10%

r 0%

r -10%

its COVID-induced declines. ~20% [ ~20%
On the labor market front, employment was down just 1% in June,  _309, | 30%
a far cry from the 8.6% contraction in the United States over the

same period. That said, PMI readings for the manufacturing and  -40% 1 1 1 1 1 1 1 - -40%
service sectors were both in the mid-40s in July, and the job-to- 04 08 08 10 12 14 16 18 20
applicant ratio fell in June for the sixth consecutive month, a sign Eurozone Purchasing Managers' Indices

that workers looking for jobs may be facing increased competition Index

amid a weakening labor market. For further reading on the 70 70
Japanese economic outlook, see our recent special report.

Mixed Fortunes for Europe’s Economies

Europe’s August PMI surveys showed a contrasting performance
on either side of the English channel. The pace of Eurozone
recovery stumbled slightly, as the manufacturing PMI was broadly
steady at 51.7 but the services PMI fell to 50.1, and employment

y
A Nl 50
Vi Wi

indices remained in contraction territory. New COVID cases have 0 0
rebounded across the Eurozone and mild restrictions have been re-

imposed in some countries for places like restaurants, bars and 30 T T30
discos. In the United Kingdom the August PMI surveys were more

upbeat. The manufacturing PMI rose to 55.3, but it was the risein 3¢ | 1 50
the services PMI that was particularly impressive with the reading —E.Z. Manufacturing: Aug @ 51.7

of 60.1 being the highest level since 2013. Employment indices E.Z. Services: Aug @ 50.1 ‘ ‘ ‘ ‘ ‘

were below 50, consistent with ongoing job declines. 10 02 04 06 08 10 1 14 16 18 20 10

Source: University of Oxford, IHS Markit, Bloomberg LP and
Wells Fargo Securities
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Mexico Eco. Activity Index « Wednesday

It appears that economic activity in Mexico bottomed in May. Output
collapsed a historic 22.7% year-over-year in May based off of a widely
followed economic activity index. The June data released thus far
have been better, and this should be reflected in some improvement
in the June economic activity index reading to be released next
Wednesday. Industrial production in June rose 17.9%, the first
monthly increase since January, and vehicle exports in June were the
highest since March. On the consumer front, retail sales in June
increased 7.8% (month-over-month).

That said, this improvement is off of an extremely low base, and the
Mexican economy likely remains in a rough place. Mexico’s economy
was struggling even before COVID, and the country’s relatively weak
fiscal policy response to the economic crisis will likely limit the
country’s rebound in H2-2020. New COVID cases and deaths
appear to have plateaued, but still remain stubbornly high.

Previous: -22.7%

Consensus: -13.10% (Year-over-Year)

South Korean Real GDP
Bars = Compound Annual Rate  Line = Yr/Yr % Change
20% 20%
mm Compound Annual Growth: Q2 @ -12.7%
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Canada Q2 GDP « Friday

When Q2 real GDP data for Canada are released next week, they will
likely confirm what has already been shown in the United States,
Europe and elsewhere: Q2-2020 was one of the weakest periods of
economic activity in living memory. Specifically for Canada, the data
have born a striking resemblance to the U.S. GDP data: a
5%-10% annualized contraction in Q1, followed by a historic
35%-40% annualized contraction in Q2. If the Bloomberg consensus
proves correct, the 9.4% year-over-year decline in Canadian real
GDP would be almost exactly the same as the 9.5% year-over-year
decline in the United States.

As we look toward Q3, keep an eye on the Canadian labor market.
Canada has recovered about 55% of the jobs lost in March and April,
but a pickup in part-time employment overstates some of the
strength. Full-time employment has only recovered about 40% of the

jobs lost in March and April.
Previous: -8.2% Wells Fargo: -40.0%

Consensus: 38.9% (Quarter-over-Quarter, Annualized)

Mexican Economic Activity Index
Year-over-Year Percent Change
10% 10%
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-10% + + -10%
-15% + + -15%
-20% + + -20%

Economic Activity: May @ -22.7%
—6-MMA: May @ -7.6%

00 02 04 06 08 10 12 14 16 18 20
Bank of Korea Meeting « Thursday

At its meeting next week, policymakers at the Bank of Korea will be
faced with the (relatively) enviable position of discussing monetary
policy in the context of an economy that was not completely
imploding in the second quarter. Real GDP “only” contracted at a
12.7% annualized rate in the second quarter. Perhaps even more
remarkable, private consumption actually grew in the quarter, likely
one of the few developed market economies about which that can be
said. Admittedly this came on the heels of a sizable contraction in Q1,
and consumption was still down 4.1% year-over-year, but overall the
South Korean economy has held up reasonably well. Controlling the
virus’ spread, as well as ample fiscal capacity and a willingness to use
it, have been key ingredients in the South Korean recipe for limiting
the economic damage. A weak external sector, however, exhibits how
important controlling the virus is on a global basis: exports were
down 13.6% year-over-year in Q2.

-25% -25%

Previous: 0.50%

Consensus: 0.50% (7-Day Repo Rate)

Canadian Real GDP Growth

9% 9%
mm Compound Annual Growth: Q1 @ -8.2%
Year-over-Year Percent Change: Q1 @ -0.9%
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Interest Rate Watch
Fed Tools: The New vs. Tried and True

Fed officials deemed monetary policy to be
in a good place at the FOMC’s July meeting,
as evidenced by no policy changes and no
dissents. But with the pandemic causing a
high degree of uncertainty over the outlook,
the meeting minutes showed several
officials suggested more stimulus could help
speed the recovery and drive inflation up to
target. What might that look like?

Yield curve control (YCC), where the central
bank would state a target for Treasury rates
and buy whatever amount needed to keep
them there, was one tool being looked at.
But officials did not seem eager to undergo
such a strategy anytime soon.

Long-term yields are already quite low,
reducing the need to adopt a new strategy at
the moment. In addition, many officials
were concerned that YCC could cause the
balance sheet to balloon since the Fed would
be committing to specific yields, rather than
a dollar amount of asset purchases like with
quantitative easing (QE). How to
communicate an exit of such a program
without causing a dislocation in the market
could also be difficult.

While it may take more time or different
circumstances for the FOMC to warm up to
YCC, the committee seems more likely fall
back on forward guidance. Forward
guidance was used over the past cycle, so the
committee already has experience with it. It
is also “free” in the sense that the FOMC is
not putting itself on the hook to buy assets
in a given amount (QE) or if yields breach a
certain level (YCC).

Informally, Fed officials have already used
forward guidance to signal policy will be
accommodative for some time (e.g., Powell’s
comment in June that “we’re not even
thinking about thinking about raising
rates”). Under formal forward guidance, the
FOMC would pledge to keep the fed funds
rate unchanged until a specific time
(calendar-based) and/or outcome tied to
inflation, the labor market or both
(threshold-based).

While the FOMC discussed additional ways
in which it could support the recovery,
officials believe it can’t go it alone; “strong
fiscal policy support would be necessary to
encourage expeditious improvement."
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Credit Market Insights

Central Bank Policy Rates Mortgage Refi Costs Set to Rise

7.5%

—U.S. Federal Reserve: Aug-21 @ 0.25%
European Central Bank: Aug-21 @ 0.00%
—Bank of England: Aug-21 @ 0.10%

Mortgage refinancing is set to become more
160w  expensive. The FHFA recently announced a
new price adjustment (0.5% of the total loan
T4%% amount) will come into effect for all
refinance  transactions  starting in
September. This comes against a backdrop
115w of record low mortgage rates, which fell

below 3% for the first time in mid-July.
o0»  Rates have ticked higher in recent weeks but

remain low (the 30 year fix averaged 3.13%

T 3.0%

-1.5%

0 02 04 06 08 10 12 14 16 18 20 during the week of August 14h).
Yield Curve Applications for refinancing spiked in early
US. Treasuries, Active Issues ;0%  March, and while activity has since cooled

down, applications are still up over 38%
1 25%  over the past year. The FHFA has stated
that the new fee is due to increased
economic and market uncertainty. A wider
1 1s% spread between mortgage rates and
government bond yields, however, may also
be playing a role. Mortgage rates tend to
gz s |l oy rack 10-year Treasury yields, and the

August 14, 2020 former has not fallen quite as fast as the
e B2 N oo latter, leading to wider lender margins. The

T 2.0%

T 1.0%

W ot gl ot ot . .
N > > FHFA, which oversees Fannie Mae and
Bank Lending Freddie Mac, may view expanding lender
Assets at U.S. Commercial Banks, YoY Percent Change . . .
0% p— 4% margins as an opportunity to build the
ccounting .
Rule Change capital reserves of the GSEs as they move
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-20% T

-30%

T 30% . ; .
towards an exit from conservatorship. Still,

r20»  the move seems to be in conflict with the

| o, ~ Fed’smission to support household finances

N7, by keeping interest rates low. Mortgage

/I/ T  refinancing plays a key role in the

transmission of monetary policy (by getting

more cash in the hands of homeowners to

ool toee: nva0s 0 25%|| 2 boost consumer spending). In short, higher

—Consumer: Aug05 @ 26% 1| L  refinancing costs could offset the positive
economic effects of low mortgage rates.

-+ -10%
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Source: Bloomberg LP, IHS Markit and Wells Fargo Securities

Credit Market Data

Week 4 Weeks Year
Mortgage Rates Current Ago Ago Ago
30-Yr Fixed 2.99% 2.96% 2.99% 3.55%
15-Yr Fixed 2.54% 2.46% 2.51% 3.03%
5/1 ARM 2.91% 2.90% 2.94% 3.32%
: Current Assets 1-Week 4-Week Year-Ago
Bank Lending (Billions) Change (SAAR) Change (SAAR) Change
Commercial & Industrial $2,804.3 -12.67% -10.21% 18.95%
Revolving Home Equity $300.1 -23.78% -15.26% -9.87%
Residential Mortgages $1,993.7 -0.42% -4.78% 2.79%
Commerical Real Estate $2,402.1 6.29% 3.66% 6.62%
Consumer $1,517.0 -9.03% -3.39% -2.57%

Mortgage Rates Data as of 08/21/20, Bank Lending Data as of 08/05/20
Source: Freddie Mac, Federal Reserve Board and Wells Fargo Securities
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Topic of the Week
'Will Back-to-School Shopping Be Strong? Retail Sales
August is usually a strong month for retailers due to back- Monthly Deviation from Average, 2010-2019
to-school shopping. Retail sales (excluding autos, auto 2> ° 25%
parts and gasoline) in August were 1.6% higher than the
average month during the 10 years that spanned 2010 2°7 | T 20%
through 2019 (top chart). Of course, the holiday season
dominates the retail calendar. Retail sales in November ~ °% T T 5%
were typically more than 5% stronger than the average
month, and sales in December stood 23% higher. Retail 10% + T 10%
spending subsequently slumped in January and February
as the holiday frenzy subsided. That said, back-to-school 5% 1 5%
spending means that August is usually a good month for
retailers. As shown in the bottom chart, sales at clothing 0% 1 | I m = — - 0%
& clothing accessory stores in August were 4% higher I
than the average month during the 2010-2019 period. 5% T T -5%
But many students will not be heading back to school this
year, at least not in a physical sense, due to the pandemic. "10% 1 T 0%
Do students really need new clothes and other types of
school supplies if they will be learning at home via online “15% Jan } Feb } Mar } Aor } Ma } un } 1l } Au } Se } Oct } Nov } Dec "15%
instruction rather than in the classroom? Could August P Y g P
be a bust for many retailers this year? Clothin g Store Sa les
The National Retail Federation (NRF) thinks not. Indeed, Monthly Deviation from Average, 2010-2019
the NRF believes that this could be a record year for back- ~ 70% 70%
to-school shopping. The NRF’s annual back-to-school g0, 1 1 60%
survey shows that parents of K-12 students plan to
spend an average of $789.49 per family, up from the 50% 50%
record of $696.70 they said they would spend last year. 40% 40%
The average amount that parents of college-age students
plan to spend shot up from $976.78 last year to $1,059.20 30% 30%
this year. Why are families planning to spend record ;g 20%
amounts this year in the face of a severe economic slump?
10% 10%

Many parents reason that they will need to upgrade their
electronic resources if their children will be online this 0% 0%
year. The NRF’s survey found that laptops, speakers and  _; o, -10%
headphones, and other types of computer accessories are
high on parents’ shopping lists, and online retailers are =~ ~20% -20%
expected to do well relative to their brick-and-mortar  _30, | 1 30%
counterparts. We will find out how strong the back-to-

-40% f f f f f f f f f f f -40%

school season was when the Commerce Department

. Oct N D
releases retail sales data for August on September 16. ¢ oV bec

Jan Feb Mar Apr May Jun Jul Aug Sep

Source: U.S. Census Bureau and Wells Fargo Securities
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Market Data
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Market Data ¢ Mid-Day Friday

U.S. Interest Rates

Foreign Interest Rates

Friday 1 Week 1 Year Friday 1 Week 1 Year

8/21/2020 Ago Ago 8/21/2020 Ago Ago

1-Month LIBOR 0.17 0.16 2.17 3-Month Euro LIBOR -0.51 -0.50 -0.44
3-Month LIBOR 0.25 0.26 2.15 3-Month Sterling LIBOR 0.07 0.07 0.77
3-Month T-Bill 0.09 0.09 1.97 3-Month Canada Banker's Acceptance 0.51 0.52 1.96
1-Year Treasury 0.09 0.11 1.69 3-Month Yen LIBOR -0.05 -0.05 -0.10
2-Year Treasury 0.14 0.15 1.57 2-Year German -0.68 -0.65 -0.89
5-Year Treasury 0.27 0.29 1.47 2-Year U.K. -0.04 -0.02 0.51
10-Year Treasury 0.64 0.71 1.59 2-Year Canadian 0.28 0.30 1.41
30-Year Treasury 1.36 1.45 2.07 2-Year Japanese -0.11 -0.11 -0.30
Bond Buyer Index 2.15 2.05 3.07 10-Year German -0.50 -0.42 -0.67
10-Year U.K. 0.22 0.24 0.48

10-Year Canadian 056  0.61  1.22
Friday 1 Week 1 Year 10-Year Japanese 0.03 0.05 -0.24

8/21/2020 Ago Ago
Euro ($/€) 1178 1.184  1.109
British Pound ($/£) 1.309 1.309 1.213 Friday 1 Week 1 Year
British Pound (£/€) 0.900 0.905 0.914 8/21/2020 Ago Ago
Japanese Yen (¥/$) 105.930 106.600 106.620 WTI Crude ($/Barrel) 42.23 42.01 55.68
Canadian Dollar (C$/$) 1.320 1.327 1.329 Brent Crude ($/Barrel) 44.32 44.80 60.30
Swiss Franc (CHF/$) 0.912 0.909 0.982 Gold ($/Ounce) 1937.69 1945.12 1502.65
Australian Dollar (US$/A$) 0.715 0.717 0.678 Hot-Rolled Steel ($/S.Ton) 453.00 452.00 586.00
Mexican Peso (MXN/$) 22.014 21980 19.685 Copper (¢/Pound) 291.40 28590 258.55
Chinese Yuan (CNY/$) 6.917 6.950 7.063 Soybeans ($/Bushel) 9.03 8.70 8.48
Indian Rupee (INR/$) 74.845 74904 71.559 Natural Gas ($/MMBTU) 2.34 2.36 2.17
Brazilian Real (BRL/$) 5.610 5.423 4.027 Nickel ($/Metric Ton) 14,601 14,049 15,879
U.S. Dollar Index 93.335 93.096 98.295 CRB Spot Inds. 447.13 441.18 446.34
Source: Bloomberg LP and Wells Fargo Securities
Next Week’s Economic Calendar
Monday Tuesday ‘Wednesday Thursday Friday
24 25 26 27 28

Consumer Confidence

Durable Goods (MoM)

GDP (QoQ, Annualized)

Personal Inc. & Spending (MoM)

E] July 92.6 June7.3% Q2 (1st) -32.9% June: -1.1% & 5.6%
S August 93.0 (W) July 3.7% (W) Q2 (2nd) -32.9% (W) July:-0.2% & 1.5% (W)
V§ New Home Sales (SAAR)
=1 June 776K
July 799K (W)
Mexico South Korea Canada
g GDP (YoY) BoK 7-day Repo Rate GDP (QoQ)
E May -22.7% Previous 0.50% Q1 -8.2%
£
<]

Note: (W) = Wells Fargo Estimate (C) = Consensus Estimate

Source: Bloomberg LP and Wells Fargo Securities
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