* The 10-year Treasury yield broke
below the 2.20 percent level last
week and opened at 2.06 percent
on Monday.Treasuries all the way out to

7 years are now trading below 2 percent.

The 3-year and 30-year Treasuries
are trading as low as 1.81 percent
and 2.54 percent, respectively.

The sell-off in global markets continued
last week, as trade tensions escalated
between the U.S.and China.The
week started with President Trump
threatening that tariffs could go up
“very substantially, very easily” on the
Chinese. China later responded that
some of the U.S.demands were an
“invasion” of its economic sovereignty.
Rumors later in the week were that
China had a plan to restrict its rare
materials supply to the U.S.and may
target specific U.S. companies, such

as FedEx, for diverting deliveries from
Huawei headquarters to the U.S.

Two surprises came late in the week,
the first of which was President
Trump’s threat to impose a 5 percent
tariff on Mexican goods that would
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remain in place until border security
improved. The second surprise came
as the president stripped India of
its developing nation status and
exemption from duty-free export
on more than 2,000 goods.The
uncertainty surrounding major U.S.
trade partners pushed investors to
flock to safe haven assets, such as gold,
which was up more than 2 percent
on the week.

Last week was a quiet one for economic
updates. On Thursday, the second
estimate of first-quarter gross domestic
product (GDP) showed annualized
economic growth of 3.1 percent.This
result was down slightly from the

3.2 percent growth rate of the first
estimate, but it still represents the
best start to a year since 2015.

On Friday, April’'s personal income
and personal spending figures both
came in better than expected, with
0.5 percent and 0.3 percent monthly
growth, respectively. These were
solid results, as economists expected
0.2 percent growth in both figures.
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EQUITIES
S&P 500 -2.58
Nasdag Composite -2.38
DJIA -2.93
MSCI EAFE -1.85
MSCI Emerging Markets 1.24
Russell 2000 -3.18

Source: Bloomberg

FIXED INCOME

U.S.Broad Market
U.S.Treasury
U.S.Mortgages
Municipal Bond

Source: Morningstar Direct

This will be a busy week in terms of
economic updates, as we open the
month of June.The week begins with
the release of the Institute for Supply
Management (ISM) Manufacturing index
on Monday.This gauge of manufacturer
sentiment is expected to rise from

52.8 to 53 in May. On Tuesday, the

ISM Nonmanufacturing index will be
released. It is expected to show a similar
modest bump from 55.5 to 55.6.

These two key measures of business
confidence sit at their lowest combined
level since October 2016, as trade
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concerns have weighed on business
optimism throughout the year.In light
of this, although the expected increases
in sentiment may be modest in absolute
terms, they would still be welcome steps
in the right direction.

On Thursday, April’s international

trade balance report is expected to
show a widening trade deficit, from

$50 billion to $50.5 billion. This follows

a similar widening of the deficit in March.
First-quarter GDP growth was bolstered
by trade tailwinds. So, this expected
deterioration in the trade balance amid
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ongoing trade disputes is a potential following a strong 263,000 in April.
concern that should be monitored. The unemployment rate is expected to
remain at 3.6 percent, as the job market

Finally, on Friday, we will receive May'’s remains very strong.

employment report. About 190,000
new jobs are expected for the month,
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