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Looking for something to read? See our Reading List; these books, separated by category, are 

ones we find interesting and insightful. We will be adding to the list over time.  
 

[Posted: April 9, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  The 

EuroStoxx 50 is currently up 0.2% from its prior close.  In Asia, the MSCI Asia Apex 50 closed 

down 0.7%.  Chinese markets were down, with the Shanghai Composite falling 0.9% from its 

prior close and the Shenzhen Composite dropping 1.0%.  In contrast, U.S. equity index futures 

are signaling a higher open.   

 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Weekly Geopolitical Report (3/29/201): Part III of our series on the Geopolitics of 

Central Bank Digital Currencies (CBDC) 

• Weekly Energy Update (4/8/2021)  

• Asset Allocation Weekly with associated chart book and podcast (4/9/2021) 

• Confluence of Ideas podcast (4/7/2021): “The U.S.-China Balance of Power: Part I” 

• Asset Allocation Quarterly Rebalance Chart Book (Q1 2021): recaps recent changes to 

our Asset Allocation portfolios 

 

Good morning.  Equity markets are expected to open higher this morning as Treasury yields will 

likely drop for a fourth consecutive day.  We begin our coverage with the Alabama warehouse 

union vote and the Biden administration’s proposal for a global minimum tax.  Next is a news 

roundup, including economics and policy, international news, and China news.  We also include 

a summary of COVID-19 developments. 

 

Union vote: The most recent tally from the Amazon (AMZN, $3,299.30) warehouse union 

election has the tech giant far ahead.  With more than half of the ballots counted, 70% came in 

against unionization, according to a Wall Street Journal tally.  The vote has been closely 

watched by policymakers as workers in the Alabama warehouse could potentially be the first 

Amazon employees to unionize and thus spark a national push for unionization.  So far, the tally 

suggests that Amazon has prevailed this time, but other warehouses could still look to unionize.   

 

Global minimum tax: On Thursday, the Biden administration released its plan for a global 

minimum tax that would be applied to all multinational companies across the world.  The tax is 

seen as an alternative to the current system, which allows countries to levy taxes based on their 

own laws.  The push for a global minimum tax is designed to dissuade countries from targeting 

individual industries where they don’t have a vested interest in special taxes.  Most recently, 
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Europe has pushed for a national digital tax which would have disproportionately impacted U.S. 

Big Tech companies.  In addition, the proposal is also designed to prevent corporate tax 

avoidance.  The OECD pushed a similar plan last year, with the biggest difference being that the 

Biden administration’s version would like a 21% minimum tax, while the OECD proposed a 

12.5% tax.  That being said, the global tax rate is below the top statutory corporate tax rate for a 

majority of countries within the OECD. 

 

The Biden administration would like to see an agreement reached sometime this year as it is 

relying on the revenue from the potential repatriation to fund its infrastructure plan.  At this time, 

we are pessimistic about whether this is a reasonable timeline.  The U.K. and Ireland will likely 

push back against the proposal as it will make these countries less attractive for foreign 

investment.  Additionally, any agreement will likely take a long time to implement as the bill 

would still need to pass local legislatures.  Financial markets have largely ignored the proposal 

for that reason.  Nevertheless, as the proposal gains traction we expect to see a stronger market 

reaction, especially from Big Tech and pharmaceutical companies, which have largely been able 

to avoid taxes by registering intellectual property rights in low-tax countries. 

 

Economic and policy news: 

• On Friday, the Biden administration is expected to request $715 billion in defense 

spending over the next fiscal year.  Although the request reflects a 1.2% rise in defense 

spending, it falls shorts of the amount requested by the preceding administration.  

Members of the GOP are expected to push for defense spending as they believe the 

current budget is inadequate in dealing with growing threats posed by Russia and China.  

• General Motors (GM, $60.09) is expected to halt production of several factories as it 

struggles to deal with the chip shortage.  Three plants are expected to close or have their 

output severely reduced.  The chip shortage hasn’t had a major impact on car sales as 

stimulus checks and increased value for trade-ins have bolstered automotive revenue.  

However, this is unlikely to continue if the chip shortage persists. 

• During a panel discussion hosted by the International Monetary Fund, Fed Chair Jerome 

Powell argued that the economic recovery is not helping everyone equally.  He elaborated 

on this claim by stating that there are still a lot of people who don’t have jobs, and he will 

do whatever it takes to make sure people don’t feel left behind.  The remarks were taken 

positively by financial markets.  It suggests the Fed has no intention to raise rates in the 

foreseeable future. 

o Mary Daly, the CEO of the Federal Reserve Bank of San Francisco, mirrored that 

sentiment during an interview on Bloomberg Television.  

• A report from the CDC shows that suicide rates have dropped by the most in four 

decades.  The cause for the drop is unknown, but it is speculated that during the early 

stages of the pandemic, people were more likely to reach out to check on friends and 

family. 

• House Speaker Nancy Pelosi is expected to split the infrastructure bill in half and push 

each one through Congress before the August recess.  Although she has not ruled out the 

possibility of pushing the bill through reconciliation, she is believed to be looking for 

some Republican support, at least for physical infrastructure. 

 

https://www.wsj.com/articles/biden-tests-tech-giants-support-for-global-tax-reform-11617960906
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COVID-19:  Official data show confirmed cases have risen to 133,755,255 worldwide, with 

2,899,782 deaths.  In the United States, confirmed cases rose to 30,998,579, with 560,065 deaths.  

Vaccine doses delivered in the U.S. now total 229,398,685, while the number of people who 

have received at least their first shot totals to 112,046,611.  Finally, here is the interactive chart 

from the Financial Times that allows you to compare cases and deaths among countries, scaled 

by population.   

 

Virology 

• Michigan is seeing a surge in COVID-19 cases despite the rise in vaccinations.  

Policymakers are starting to become more concerned that vaccines may not be effective 

in combatting variants of the virus.  So far, 200 vaccinated people in Michigan have been 

infected by the virus, with three deaths being investigated. 

o Chile has also been dealing with this problem; it is currently coping with a 

resurgence of the virus. 

• More countries have begun scaling back administering the AstraZeneca (AZN, $49.50) 

vaccine for young people as the vaccine has been linked with causing blood clots.  South 

Korea, Spain, the Netherlands, Belgium, and Portugal have reserved the vaccine for its 

older residents, typically aged 60 and up. 

• On Thursday, new research from the Center for Disease Control and Prevention 

contradicted an earlier claim from the previous year.  According to the study, it is highly 

improbable that a person can contract the virus from surfaces.  

• New York City has expanded the amount of COVID-19 cases that would trigger a school 

closure from two to four cases in a week.  The change has drawn lots of scrutiny as a rise 

in COVID-19 cases has been linked to school activity, particularly sports.  

• COVAX, an entity of the World Health Organization, has dispersed vaccines to over 100 

low and middle-income countries within six weeks of beginning its rollout.  

 

International news: 

• Iran released a South Korean ship on Friday after South Korea agreed to release Iranian 

frozen funds from its bank.  Diplomatic ties have been strained between the two countries 

after Iran seized a South Korean tanker in the Strait of Hormuz on accusations that the 

tanker polluted the water.  

• U.S. Defense Secretary Lloyd Austin is expected to meet with Israeli officials later today 

to discuss growing tensions between Israel and Iran.  It is believed that the Israeli Navy 

carried out an attack on an Iranian spy ship earlier this week.  While Israel claims the 

attack was retaliatory, it has been suggested the U.S. isn’t convinced.  Israel and the U.S. 

have been at loggerheads in recent weeks after the Biden administration opened informal 

talks with Iran regarding its nuclear program, something Israel vehemently opposes.  

• Prince Philip, the Duke of Edinburgh, died Friday morning.  He was 99 years old.  His 

death will mark the start of eight days of official mourning.  

• Italian Prime Minister Mario Draghi sparked outrage in Turkey after he labeled Turkish 

President Recep Tayyip Erdogan “a dictator.”  The comment was made in reference to ill 

treatment of European Commission President Ursula von der Leyen.  He stated that 

officials need to be frank with expressing diversity of views, while also be willing to 

https://www.nytimes.com/live/2021/04/07/world/covid-vaccine-coronavirus-cases?type=styln-live-updates&label=coronavirus%20updates&index=0&action=click&module=Spotlight&pgtype=Homepage
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.bloomberg.com/news/articles/2021-04-08/michigan-cases-surge-to-worst-in-nation-as-variants-multiply?srnd=premium&sref=uIvt3NFS
https://www.forbes.com/sites/joewalsh/2021/04/06/covid-is-surging-in-chile-despite-high-vaccination-rates---heres-why-the-us-should-take-notice/?sh=266ad5d89b6c
https://www.nytimes.com/live/2021/04/08/world/covid-vaccine-coronavirus-cases
https://www.nytimes.com/live/2021/04/08/world/covid-vaccine-coronavirus-cases
https://abc7ny.com/nyc-schools-4-case-rule-2-case-replaced-vaccine-eligibility-new-york/10497746/
https://abc7ny.com/nyc-schools-4-case-rule-2-case-replaced-vaccine-eligibility-new-york/10497746/
https://www.reuters.com/article/health-coronavirus-vaccines-covax/update-1-covax-vaccines-reach-more-than-100-countries-despite-supply-snags-idUSL1N2M10XO
https://www.reuters.com/article/health-coronavirus-vaccines-covax/update-1-covax-vaccines-reach-more-than-100-countries-despite-supply-snags-idUSL1N2M10XO
https://www.reuters.com/article/us-southkorea-iran/iran-frees-south-korean-ship-captain-after-promise-to-help-with-frozen-funds-idUSKBN2BW0C2
https://www.jpost.com/middle-east/us-defense-chief-to-visit-israel-amid-cloud-of-iranian-tensions-analysis-664565
https://www.bbc.com/news/uk-11437314
https://www.ft.com/content/11a26134-f322-4959-bf27-e6e0e4fd3813
https://www.ft.com/content/11a26134-f322-4959-bf27-e6e0e4fd3813
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cooperate to ensure the interests of their respective countries.  Turkish officials have 

criticized the remark as unproductive and have requested it be retracted.  

• Tensions between Russia and the Ukraine over Donbas have escalated, with Russia 

amassing troops near the eastern Ukraine border.  The two sides failed to reach a peace 

agreement, and it appears that Russian President Vladimir Putin is prepared to invade 

Donbas in order to gain leverage in negotiations.   

• Police in Northern Ireland were forced to break up a riot Thursday as tensions between 

loyalists and nationalists continue to escalate.  Conflict has risen between the two sides 

since the conclusion of the Brexit agreement, which created a trade barrier in the Irish 

Sea.  The barrier has caused difficulty among businesses, as it requires all goods entering 

Northern Ireland from the U.K. to follow EU customs rules.  As a result, loyalists have 

called for the protocol governing the deal to be scrapped because they believe it 

undermines their place in the U.K. 

 

China: 

• China has upped the ante in its attempt to stymie criticism of detention centers in 

Xinjiang as it prepares to host the Winter Olympics in 2022.  Recently, it has released 

videos of Uighurs asking their family members living abroad to stop criticizing China 

and to return home.  China has also targeted critics with sanctions. 

• Chinese officials have intensified the crackdown on Jack Ma’s empire by targeting the 

university he founded, Hupan.  The elite business school has been forced to halt new 

enrollment following pressure from Beijing.  The former Alibaba (BABA, $228.24) CEO 

hasn’t been seen since October after his criticism of Chinese regulators.  Chinese officials 

say the school could be a modern-day Donglin Academy, which was known for allowing 

open debates and has been credited with bringing down the Ming Dynasty. 

 

U.S. Economic Releases  

In the only major economic release today, the March Producer Price Index (PPI) jumped by a 

seasonally adjusted 1.0%, far exceeding expectations that the rise would match February’s 

increase of 0.5%.  Excluding the volatile food, energy, and trade services components, the March 

“core” PPI rose a more muted 0.6%, but that also greatly exceeded expectations.  The core PPI 

had been anticipated to rise just 0.2%, as it did in the previous month.  The overall PPI in March 

was up a full 4.2% from the same month one year earlier, marking the biggest year-over-year 

gain in almost a decade.  The core PPI was up 3.1%.  Both figures are consistent with other 

indicators, such as the purchasing managers indexes, that indicate rising demand and supply 

disruptions are boosting prices at the wholesale level.  They will, therefore, probably feed into 

investors’ recent concerns about rising inflation at the consumer level. 

 

The chart below shows the year-over-year change in the PPI and core PPI over the last several 

years. 

 

https://www.axios.com/russian-troops-ukraine-border-donbas-military-d742ad06-1bf2-4273-a8aa-968ee8146e1f.html
https://www.axios.com/russian-troops-ukraine-border-donbas-military-d742ad06-1bf2-4273-a8aa-968ee8146e1f.html
https://www.ft.com/content/85e787ca-7f0c-473c-a898-c4cddeb484e1
https://www.reuters.com/article/us-china-xinjiang/under-pressure-over-xinjiang-china-takes-aim-at-overseas-uighurs-academics-idUSKBN2BW16P
https://www.reuters.com/article/us-china-xinjiang/under-pressure-over-xinjiang-china-takes-aim-at-overseas-uighurs-academics-idUSKBN2BW16P
https://www.ft.com/content/61efaf8b-3bb6-4031-86d8-09274fcf956b
https://www.ft.com/content/61efaf8b-3bb6-4031-86d8-09274fcf956b
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The table below lists the domestic data releases and Fed events scheduled for the rest of today. 

 

EDT Indicator Expected Prior Rating

10:00 Wholesale Inventories m/m Feb F 0.5% 0.5% **

EST Speaker or event

10:00 Robert Kaplan Takes Part in Moderated Q&A President of the Federal Reserve Bank of Dallas

District or position

Economic Releases

Fed Speakers or Events

 
 

Foreign Economic News 
 

We monitor numerous global economic indicators on a continuous basis.  The most significant 

international news that was released overnight is outlined below.  Not all releases are equally 

significant, thus we have created a star rating to convey to our readers the importance of the 

various indicators.  The rating column below is a three-star scale of importance, with one star 

being the least important and three stars being the most important.  We note that these ratings do 

change over time as economic circumstances change.  Additionally, for ease of reading, we have 

also color-coded the market impact section, which indicates the effect on the foreign market.  

Red indicates a concerning development, yellow indicates an emerging trend that we are 

following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Australia AiG Performance of Services Index m/m Mar 58.7 55.8 * Equity bullish, bond bearish

Foreign Reserves m/m Mar A63.2b A$56.4b * Equity and bond neutral

China CPI y/y Mar 0.4% -0.2% 0.3% *** Equity and bond neutral

PPI y/y Mar 4.4% 1.7% 3.6% *** Equity and bond neutral

EUROPE

Germany Industrial Production WDA y/y Feb -6.4% -4.0% -2.3% ** Equity bearish, bond bullish

Current Account Balance m/m Feb 18.8b 17.6b 21.3b * Equity bearish, bond bullish

Trade Balance m/m Feb 18.1b 13.8b 20.3b * Equity bearish, bond bullish

Exports m/m Feb 0.9% 1.6% 1.0% * Equity and bond neutral

Imports m/m Feb 3.6% -3.5% 2.1% * Equity and bond neutral

France Industrial Production y/y Feb -6.6% -0.2% -1.2% *** Equity bearish, bond bullish

Manufacturing Production y/y Feb -7.1% -1.0% ** Equity bearish, bond bullish

Italy Retail Sales y/y Feb -5.7% -6.7% -6.0% ** Equity and bond neutral

Switzerland Unemployment Rate m/m Mar 3.3% 3.4% 3.6% ** Equity and bond neutral

AMERICAS

Canada Net Change in Employment m/m Mar 303.1k 259.2k 100.0k *** Equity bullish, bond bearish

Unemployment Rate m/m Mar 7.5% 8.2% 8.0% *** Equity bullish, bond bearish

Mexico Industrial Production y/y Feb -4.5% -4.9% -5.2% *** Equity and bond neutral

Manufacturing Production y/y Feb -4.7% -3.4% -3.5% * Equity and bond neutral

Brazil IBGE Inflation IPCA m/m Mar 6.1% 5.2% 6.2% *** Equity and bond neutral  
 

Financial Markets 

 

The table below highlights some of the indicators that we follow on a daily basis.  Again, the 

color coding is similar to the foreign news description above.  We will add a paragraph below if 

a certain move merits further explanation. 

 
Today Prior Change Trend

3-mo Libor yield (bps) 19 20 -1 Up

3-mo T-bill yield (bps) 1 1 0 Neutral

TED spread (bps) 19 19 0 Up

U.S. Libor/OIS spread (bps) 8 8 0 Up

10-yr T-note (%) 1.67 1.62 0.05 Neutral

Euribor/OIS spread (bps) -55 -54 -1 Neutral

EUR/USD 3-mo swap (bps) 2 2 0 Down

Currencies

dollar Up Down

euro Down Up

yen Down Up

pound Down Up

franc Down Up   
 

Commodity Markets 
 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 
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Price Prior Change Explanation

Brent $63.08 $63.20 -0.19%

WTI $59.59 $59.60 -0.02%

Natural Gas $2.53 $2.52 0.20%

Crack Spread $20.44 $20.45 -0.06%

12-mo strip crack $18.11 $18.16 -0.26%

Ethanol rack $2.10 $2.08 0.83%

Gold $1,745.40 $1,755.84 -0.59%

Silver $25.22 $25.46 -0.92%

Copper contract $407.75 $409.45 -0.42%

Corn contract $581.00 $579.75 0.22%

Wheat contract $632.25 $628.75 0.56%

Soybeans contract $1,415.50 $1,415.25 0.02%

Baltic Dry Freight 2088 2127 -39

Actual Expected Difference

Crude (mb) -3.5 -2.0 -1.5

Gasoline (mb) 4.0 0.2 3.8

Distillates (mb) 1.5 1.0 0.5

Refinery run rates (%) 0.10% 0.75% -0.65%

Natural gas (bcf) 20.0 22.0 -2.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for cooler than normal temperatures from the 

Great Plains into the Deep South, with warmer than normal temperatures in the Far West and 

Florida.  The forecast calls for wetter than normal conditions in the Deep South and along the 

East Coast, with dry conditions in the northern reaches of the West Coast, Rocky Mountain, and 

Northern Plains regions. 
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Data Section 
 

U.S. Equity Markets – (as of 4/8/2021 close) 

 

  
0.0% 20.0% 40.0%

Consumer Staples
Healthcare

Utilities
Technology

Consumer Discretionary
S&P 500

Materials
Real Estate
Industrials

Communication Services
Financials

Energy

YTD Total Return

-1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5% 2.0%

Energy

Real Estate

Utilities

Communication Services

Financials

Consumer Staples

Materials

Healthcare

Industrials

S&P 500

Consumer Discretionary

Technology

Prior Trading Day Total Return

(Source: Bloomberg) 
 

These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

of the year-to-date and prior trading day total return.  Sectors are ranked by total return; green 

indicating positive and red indicating negative return, along with the overall S&P 500 in black. 

These charts represent the new sectors following the 2018 sector reconfiguration.  
 

Asset Class Performance – (as of 4/8/2021 close) 

 

-10.0% 0.0% 10.0% 20.0%

US Government Bond

US Corporate Bond

Cash

US High Yield

Emerging Markets ($)

Emerging Markets (local currency)

Foreign Developed ($)

Commodities

Large Cap

Foreign Developed (local currency)

Real Estate

Small Cap

Mid Cap

YTD Asset Class Total Return

Source: Bloomberg

 
 

Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily.  The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E Update 

 

April 1, 2021 
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P/E as of 4/7/2021 = 25.7x

 
 

Based on our methodology,1 the current P/E is 25.7x, down 1.4x from last week.  We have 

moved into Q2, which affected the ratio. 

 
This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q3 and Q4) and two estimates (Q1 and Q2). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


