The Market Week in Review
For the Week Ending July 2, 2011
THE MARKETS
All eyes were on Greece to start the week, as concerns had been intensifying one of the
most cash-strapped developed economies in the world willingness to adopt austerity
measures in the face of growing civil unrest. But the can was kicked a bit further down the
road as Greek lawmakers there adopted legislation that clears the way for another round of
bailout payments from the European Union that are needed to keep the country afloat for at
least a few more months. The Dow climbed every day this week and finished with a
nearly 200-point rally on Friday in response to a better than expected ISM manufacturing
report. Treasury ETFs, on the other hand, suffered as the Federal Reserve wrapped up its
second installment of bond purchases, a program known as “QE2.”
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U.S. core inflation, which excludes food and fuel prices, rose 0.3% in May, the biggest one
month increase in the past five years. The annual core inflation rate for the first five
months of this year is 2.4%. The increases are triggering concerns that the Federal
Reserve’s efforts to stimulate the economy could result in both higher rates of inflation and
higher interest rates. Some are suggesting that a period of “stagflation”, a situation in
which the inflation rate is high and the economic growth rate is low, is possible.
DAILY DEVELOPMENTS
MONDAY
The Commerce Department reported on Monday that personal income for May increased
by 0.3%, while consumer spending was unchanged during the month. Economists
surveyed by Briefing.com had been predicting a 0.4% increase in income and a 0.1%
increase in spending. However, core personal consumption expenditures for the month
increased by 0.3%, which is greater than the 0.2% increase that Wall Street had been
anticipating.
TUESDAY
Home prices rose in April after eight consecutive months of decline, according to the
S&P/Case Shiller 20-city index released Tuesday. Prices rose 0.7% compared with March,
although they fell 0.1% when adjusted to reflect that spring is traditionally a strong selling

season. Similarly, prices were down 4% on a year over year basis. Foreclosures have
declined, resulting in a 16% drop in the number of sales of distressed properties. At the
same time, the volume of non-distressed sales rose 11%.
Consumer confidence fell significantly for a second straight month this month, down more
than three points to 58.5 from a revised May reading of 61.7. The drop in consumer
confidence coincides with weakness in the June employment report. The assessment of the
current jobs market this month dropped 0.3%, with 43.8 percent of respondents saying
jobs are harder to get this month than last.
WEDNESDAY
The National Association of Realtors released its pending sales of existing homes index for
May on Wednesday. The index rose by 8.2 percent to an index level of 88.8. Led by the
West and Midwest, all four regions show respectable gains. It also blew past the 3 percent
increase forecast by economists who were polled for a Bloomberg News survey. Still, the
gain in May fails to offset an even greater decline in April when the index fell a revised
11.3 percent.
THURSDAY
The Labor Department reported on Thursday that initial jobless claims fell by only 1,000
during the week of June 25th, to 428,000. The four-week average was virtually unchanged
from the May 28th week. Continuing claims, which lag initial claims by one week, fell
12,000 to 3.702 million.
FRIDAY
The manufacturing index released by the Institute for Supply Management rose to 55.3 in
June from 53.5 in May. Economists had expected the index to slip to 51.8. Fifty is the
dividing line between expansion and contraction in manufacturing activities. The data,
following a strong business outlook index for the Chicago region a day earlier, are
strengthening a view in the markets that the U.S. economic recovery is likely to pick up
speed after a soft patch in the past few months.
The Thomson Reuters/University of Michigan survey that was released on Friday indicated
that consumer sentiment declined in June as expectations about the economy suffered.
The index fell to 71.5 at the end of June from 74.3 in May. Economists surveyed by
MarketWatch had expected a final reading of 72. The index was pushed lower as
consumers were worried by weak employment data and lower stock prices. Together
these considerations more than offset the drop in the price of gasoline.
QUOTE OF THE WEEK
“We really haven’t seen a recovery in home sales; we’ve just seen a
bottoming out.”
Michelle Meyer, a senior economist at Bank of America Merrill Lynch

I hope you have found the information in this week’s market summary helpful. If you
would like to comment on any of the information found in this week’s Market Commentary
please e-mail me at awillms@estatecounselors.com. If you would like to discuss how
current market conditions could impact your investments, please feel free to call me at the
number listed below.
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from sources we believe to be reliable but are not guaranteed by us to be accurate or
complete. Any and all earnings, projections, and estimates assume certain conditions and
industry developments, which are subject to change. The opinions stated are those of
Estate Counselors, LLC, but are not intended to be a substitute for personal investment
advice. Services provided by Estate Counselors, LLC do not constitute legal services and
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Counselors, LLC and its clients are therefore not covered by the attorney-client privilege,
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