July 14, 2020

Economics Group

WELLS

FARGO

Mark Vitner, Senior Economist
mark.vitner@wellsfargo.com e (704) 410-3277
Charlie Dougherty, Economist
charles.dougherty@wellsfargo.com e (704) 410-6542
Hop Mathews, Economic Analyst
hop.mathews@wellsfargo.com e (704) 383-5312

Small Business Optimism Bounces Back In June

The NFIB Small Business Optimism Index jumped 6.2 points to 100.6 in June, as business re-openings bolstered
expectations and hiring. Attitudes have likely grown more cautious since the survey was taken, however.

Small Business Optimism May Be a Bit Premature

e The bounce back in Small Business Optimism to the 100 level is
heartening, but we fear it may be a bit premature. The survey
likely came too early to reflect the sustained rise in new COVID
cases, which have now elicited a new round of shutdowns.
Sales expectations surged 37 points, swinging from -24% to 13%.
The proportion of business owners that expect the economy to
improve rose 5 points to 39% and plans to hire doubled to 16%.

A Great Deal of Caution Behind the Upbeat Headlines

e The rise in the NFIB is tempered somewhat by the rising share of
firms expecting earnings to improve, which fell 9 points to -35%.

e Capital spending plans edged higher, climbing 2 pts to 22%. The
rise may reflect needs to invest in personal protection equipment.

e June’s rise in Small Business Optimism appears to have gotten a
temporary assist from prior business re-openings, modifications
and expansions to the PPP, and the buoyant stock market.
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Source: National Federation of Independent Business, Bloomberg LP and Wells Fargo Securities
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Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the
U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp.
Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not limited to,
Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International Limited,
Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.
Wells Fargo Securities, LLC. is registered with the Commodities Futures Trading Commission as a futures commission merchant and is a
member in good standing of the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodities Futures Trading
Commission as a swap dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC. and
Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative products, any of which may be discussed within this
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability and
revenue of the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general
information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC
assume any liability for any loss that may result from the reliance by any person upon any such information or opinions. Such information
and opinions are subject to change without notice, are for general information only and are not intended as an offer or solicitation with
respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity
and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company © 2020 Wells Fargo Securities, LLC.

Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSILis a U.K. incorporated
investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services
and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does
not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be
available. This report is not intended for, and should not be relied upon by, retail clients.
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