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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 15, 2021—9:30 AM EDT] Global equity markets are higher this morning.  The 

EuroStoxx 50 is currently up 0.3% from its prior close.  In Asia, the MSCI Asia Apex 50 closed 

up 0.2%.  Chinese markets were lower, with the Shanghai Composite down 0.5% from its prior 

close and the Shenzhen Composite down 0.5%.  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 (4/12/201): Part IV of our series on the Geopolitics of 

Central Bank Digital Currencies (CBDC) 

• Weekly Energy Update (4/15/2021)  

• 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 all!  Risk assets are higher this morning in a quiet trade.  We have a long roster of 

economic data this morning which we cover in detail below.  Our coverage begins with the 

Beige Book, which turned equities lower yesterday.  International news follows, with the U.S. 

announcing the withdrawal of American troops from Afghanistan and sanctions on Russia.  

Economics and policy are up next, with a discussion of money markets.  China news follows, 

and we close with our pandemic coverage. 

 

Beige Book:  The Beige Book is a report from all the Fed district banks that discusses economic 

conditions.  The goal is to offer a regional picture of the economy.  Overall, the report showed a 

stronger economy, which is good news, but rising price pressures, which were negative for 

equity markets yesterday.  In related news, Chair Powell spoke to the Economic Club of 

Washington yesterday, reiterating that policy rates will stay low for an extended period.  

However, he also noted that bond purchases would be tapered before rate hikes would occur.   

 

International news:  The withdrawal from Afghanistan begins, and the U.S. will sanction 

Russia. 

• Yesterday, President Biden announced that the U.S. would end its military involvement 

in Afghanistan on September 11.  When American troops leave, it will officially end the 
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longest war in U.S. history.  For hegemons, conflicts in minor nations always present 

problems.  On the one hand, leaving suggests that the hegemon lacks staying power and 

is weak.  On the other, staying in a conflict with no clear endpoint becomes a distraction 

and a drain on resources.  Afghanistan was always a problematic conflict.  The country 

has a reputation—it’s called the “graveyard of empires” for a reason.  Both the British 

and the Russians failed to win conflicts in the country.  Is there a risk to leaving?  Yes.  

The Taliban will almost certainly take control of the government and implement its 

medieval rules.  Afghans who oppose the Taliban will either try to leave, creating a 

refugee problem, or create an ongoing civil conflict. In other words, instability will likely 

follow (not that what is in place now is at all stable).  And, as the Viet Cong realized, the 

U.S. can be outlasted in areas that are not of vital concern.  That knowledge will limit 

America’s power to project into similar areas.  This experience should also be a warning 

to U.S. leaders that if you are going to use the military in places like Afghanistan, 

“mission creep” should be avoided.  NATO allies are not happy that the U.S. made this 

decision unilaterally; to some extent, the lack of concern about NATO from Washington 

reflects American dominance of the group.  Interestingly enough, America’s withdrawal 

now becomes a problem for China.  Unrest in Afghanistan could spill over into Xinjiang. 

o By ending American involvement in Afghanistan, the U.S. can increase its focus 

on other areas of the world, e.g., China.  Ending the conflict in Afghanistan also 

marks the end of the War on Terrorism so the U.S. can prepare for great power 

conflicts with China.  

• In response to the SolarWinds (SWI, USD, 17.99) hack and other activities, the U.S. 

announced it would impose additional sanctions.  These include reducing U.S. banks’ 

participation in the Russian bond market and expelling 10 Russian diplomats.   

• Initial presidential elections in Peru have led to a runoff between two starkly different 

candidates.  Pedro Castillo is a trade unionist running on a left-wing populist platform.  

He will be challenged by Keiko Fujimori, the daughter of the former (imprisoned) 

president who is under scrutiny for corruption.  Castillo wants to nationalize various 

industries and is running on a hard-left platform; Fujimori will appeal to market-friendly 

voters.   

• In September, Germans will vote for a new government.  The current ruling coalition 

government of Chancellor Merkel, dominated by the CSU/CDU, is in turmoil. Markus 

Söder, from the CSU, would be a different conservative from the CDU’s line.  He is 

much more socially conservative and would be less supportive of the EU.  At the same 

time, he is much more popular than the CDU candidate, Armin Laschet.  If Merkel blocks 

Söder, it is much more likely the CDU/CSU will not govern.  But, if Söder becomes the 

candidate, German policy might change significantly.   

• There was an attack on an Israeli-owned vessel in the Gulf of Oman.  It is likely the 

attack was at least sponsored by Iran.  It is the third attack on an Israeli vessel in the 

Persian Gulf area. 

 

https://www.foreignaffairs.com/articles/afghanistan/2001-11-01/afghanistan-graveyard-empires
https://www.nytimes.com/2021/04/14/world/asia/afghanistan-troop-withdrawal.html?smid=url-share
https://www.crisisgroup.org/asia/south-asia/afghanistan/how-us-withdrawal-decision-will-affect-afghan-conflict
https://www.nytimes.com/2021/04/13/us/politics/afghanistan-terrorism-threat.html?smid=url-share
https://www.politico.com/news/2021/04/14/pentagon-biden-team-overrode-afghanistan-481556?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/04/14/pentagon-biden-team-overrode-afghanistan-481556?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.nytimes.com/2021/04/13/us/politics/biden-afghanistan-foreign-policy.html?smid=url-share
https://www.nytimes.com/2021/04/13/us/politics/biden-afghanistan-foreign-policy.html?smid=url-share
https://www.wsj.com/articles/u-s-to-sanction-russia-expel-diplomats-over-alleged-election-interference-hacking-11618457123?st=ta0mdj6kw5hzaum&reflink=desktopwebshare_permalink
https://www.bbc.com/news/world-latin-america-56720780
https://www.bbc.com/news/world-latin-america-56720780
https://www.politico.eu/article/4-reasons-markus-soder-should-not-be-german-chancellor/
https://www.politico.eu/article/4-reasons-markus-soder-should-not-be-german-chancellor/
https://www.al-monitor.com/originals/2021/04/attack-3rd-israeli-owned-ship-reported-gulf-oman
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Economics and policy:  Regulators are making another attempt to reduce the risks from money 

markets. 

• The money market fund was initially created as a sort of regulatory arbitrage to a retail 

banking industry constrained by Regulation Q, which set maximum deposit rates.1  The 

money market has become a key supplier of funds for the non-bank financial system.  

Unfortunately, as the Great Financial Crisis showed, money market funds are 

“runnable.”  During 2008-09, money market funds came under pressure as some of their 

assets (usually commercial paper) defaulted, and the funds came under threat to “break 

the buck.”  Since then, regulators have struggled to address the problems of the product.  

Since 2008, money market funds have faced occasional problems; for example, last 

March, investors pulled funds from prime money market funds, and the Fed had to put a 

backstop in place. 

 

 
 

The Treasury is considering new rules to reduce the systemic risk money markets have 

created.  The industry is concerned that the rules will make money markets 

indistinguishable from bank deposits.  That development would pretty much end money 

markets as we know them.  But, as banking showed during the 1930s, the lack of deposit 

insurance can lead to bank runs.  An obvious solution would be for the value of money 

market funds to fall below $1 per share.  Investors wanting a higher yield should be 

willing to accept some degree of risk.  But the industry has built its business model as 

being identical to bank deposits, so they will fight such measures.  The regulatory 

 
1 This is why one would get a toaster if they opened an account at a bank or savings and loan in the late 1970s.  
The toaster represented interest the firm couldn’t legally pay the depositor.   

https://www.reuters.com/article/us-usa-regulators-moneymarket-analysis/analysis-u-s-money-market-funds-advocates-stake-out-positions-as-crackdown-looms-idUSKBN2C02HI
https://www.reuters.com/article/us-usa-regulators-moneymarket-analysis/analysis-u-s-money-market-funds-advocates-stake-out-positions-as-crackdown-looms-idUSKBN2C02HI
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decisions will be important because money markets are the primary source of funds for 

the non-bank financial system.  At the same time, it doesn’t make much sense to allow 

runnable funding for this part of the market.   

• One of the areas we favor is homebuilding.  Not only is the supply of housing tight, but 

demand has been strong.  One of the characteristics we have noted since the Great 

Financial Crisis is that commercial investment has increased in the single-family sector.  

It appears that foreign investors are moving into the area of the market as well.  With the 

large fiscal deficit, we expect the current account deficit to widen, which (by the very 

nature of the saving identity) means that foreign investment will also rise.  Foreign 

investment into single-family homes will likely add more support to the homebuilding 

industry.   

• Meanwhile, the pandemic led to forbearance and the postponement of evictions.  As the 

economy reopens, mortgage holders and renters will need to address the arrears that 

have developed.  Because these arrears could cause disruptions to the economy, recent 

legislation has allocated $25 billion of relief for renters.  Local governments are now 

trying to figure out how to distribute this aid.   

• Logistics firms are raising wages in a bid to attract workers.  An increasing number of 

delivery options, along with rising demand, is leading to labor shortages for drivers.  At 

the same time, there is some good news from California ports; the backlog of ships 

waiting to dock appears to be lessening.   

• Remember the Ever Given, the huge container ship that blocked the Suez Canal?  Port 

authorities have impounded the vessel to force its owner to pay for the costs of the 

disruption.   

• Amazon (AMZN, USD, 3333.00) is coming under scrutiny for its apparent practice of 

forcing firms that use its platform to provide data to other parts of Amazon.  Before Bork, 

such activity was seen as a violation of antitrust rules.  Because of the steady march to a 

pre-Bork antitrust legal standard, this sort of activity is now being called into question.   

 

China:  Chinese regulators continue to crack down on leverage, and tensions with Taiwan and 

Japan remain elevated. 

• One way local governments meet their economic targets is through borrowing.  They 

often create special purpose vehicles that raise funds for specific projects.  Lenders work 

under the assumption that the central government will backstop these vehicles, which 

makes them attractive.  Beijing is signaling that this assumed backstop isn’t reliable and 

wants these vehicles to be restructured if the loan goes bad.  The Xi government is 

starting to aggressively deal with China’s massive debt, calling it a “national security” 

issue.  Corralling local government borrowing is an element of slowing the debt 

expansion.  On a related note, the PBOC will expand its stress tests to include all that 

nation’s banks (all 4,024 of them).  The central bank has conducted stress tests since 

2012 and usually covers about 40% of them.  Expanding to cover all of them suggests 

Beijing is worried about unreported risks in smaller banks. 

o One of our internal discussions since Xi took office is the purpose for his 

centralizing power.  There is a case to be made that he centralized power (e.g., not 

https://www.wsj.com/articles/u-s-housing-market-is-nearly-4-million-homes-short-of-buyer-demand-11618484400?st=wxm9i1s0n6ri3u7&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/that-suburban-home-buyer-could-be-a-foreign-government-11618306380?st=jnqe2089ufasb6k&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/billions-in-coronavirus-aid-is-slow-to-reach-renters-and-landlords-11618324561?st=siqdhvzv5ckt37v&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/billions-in-coronavirus-aid-is-slow-to-reach-renters-and-landlords-11618324561?st=siqdhvzv5ckt37v&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/trucking-companies-boost-pay-in-hunt-for-drivers-as-demand-surges-11618401600?st=17ef5ao3hu4vo6b&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/ship-logjam-at-california-ports-is-easing-after-march-import-deluge-11618432150?st=syeojznqymjwai6&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/ship-logjam-at-california-ports-is-easing-after-march-import-deluge-11618432150?st=syeojznqymjwai6&reflink=desktopwebshare_permalink
https://www.ft.com/content/25b347bc-4c03-464a-b6c3-ed72bacc12e2?emailId=60781af62e13c100047db56e&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.cnn.com/2021/04/13/business/ever-given-seized-compensation-bill-intl/index.html
https://www.wsj.com/articles/amazon-strong-arms-partners-across-multiple-businesses-11618410439?st=ezhl9liyv1rv6h5&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/amazon-strong-arms-partners-across-multiple-businesses-11618410439?st=ezhl9liyv1rv6h5&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/articles/2021-04-14/china-pulls-support-from-struggling-local-builders-to-cut-risk?sref=6ZE6q2XR
https://www.scmp.com/economy/china-economy/article/3129510/china-debt-local-government-spending-under-microscope-protect?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3129510
https://www.reuters.com/article/china-cenbank-banks/update-1-china-to-broaden-stress-tests-in-2021-to-include-all-4024-banks-idUSL1N2M709C
https://www.reuters.com/article/china-cenbank-banks/update-1-china-to-broaden-stress-tests-in-2021-to-include-all-4024-banks-idUSL1N2M709C
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naming a successor and making himself president for life) simply because he 

liked being powerful.  An alternative was that he believed China faced serious 

threats and needed a strong “helmsman” to ensure the country thrived.  The issue 

of Taiwan would be a threat; the debt would be as well. 

o At the same time, these threats are nothing new.  So, why is the action on debt 

occurring now?  One possibility is that China is observing the U.S. fiscal 

expansion and realizes that it will almost certainly lead to a massive current 

account deficit that China can fill through exports.  In other words, as it brings its 

debt under control, it could maintain economic growth by expanding exports.  

Even if the U.S. applied trade barriers on China, other nations would fill the gap 

created by the fiscal expansion, and China would export to those other nations. 

o On a side note, banks are not the only area coming under examination by 

regulators.  Technology is as well, and most Chinese firms are cooperating with 

regulators. 

• Tomorrow, PM Suga of Japan will visit the White House.  The U.S. is pressing Japan to 

issue a joint statement supporting Taiwan.  This would be historic; the last time a 

Japanese PM issued a joint statement with the U.S. on Taiwan was in 1969.  It is possible 

that Suga will disappoint the U.S.  In 1969, Japan was not as closely tied to China’s 

economy.  That is no longer the case.  At the same time, Japan does view Taiwan with 

great interest.  Japan controlled the island from the late 1800s until the end of WWII, and 

if China controlled Taiwan, it could more easily disrupt trade flows to Japan.   

• The U.S. is sending a delegation to Taiwan.  In response, China is conducting military 

exercises, including live fire, in the waters between the mainland and Taiwan.   

• John Kerry is planning to meet with Chinese officials over climate issues.   

• Yesterday, we noted that the declassified National Intelligence Estimate had a focus on 

China.  One of the key issues regarding relations with China is that Beijing views itself as 

a peer.  That position will complicate relations.  Essentially, China will likely challenge 

the U.S. in various areas of the world.   

o China is accusing the U.S. of sponsoring terrorism in Xinjiang.   

• A bipartisan bill in the Senate Foreign Relations Committee, designed to weaken China’s 

power, would add sanctions and increase support for nations in the Indo-Pacific.  If the 

bill makes it out of committee (which looks likely), we would expect the Senate to pass 

it. 

COVID-19:  The number of reported cases is 138,422,960 with 2,975,830 fatalities.  In the U.S., 

there are 31,422,960 confirmed cases with 564,406 deaths.  For illustration purposes, the FT has 

created an interactive chart that allows one to compare cases across nations using similar scaling 

metrics.  The FT has also issued an economic tracker that looks across countries with high-

frequency data on various factors.  The CDC reports that 250,998,265 doses of the vaccine have 

been distributed with 194,791,836 doses injected.  The number receiving at least one dose is 

123,917,385, while the number of second doses, which would grant the highest level of 

immunity, is 76,681,252.  The FT has a page on global vaccine distribution.  The weekly Axios 

map shows rising cases in about half the country. 

https://www.wsj.com/articles/ant-and-others-embraced-crowdfunded-medical-coverage-but-now-its-under-beijings-microscope-11618479004?st=av2v8z1uvvv8zrt&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-tech-giants-vow-in-unison-to-play-by-regulators-rules-11618402448?st=twnl5xz19qf59cc&reflink=desktopwebshare_permalink
https://www.ft.com/content/f4fa7430-4434-4a4c-913b-43cb6551970b
https://www.wsj.com/articles/bidens-china-rhetoric-makes-japan-uneasy-11618402323?st=a5mvdsehshe65gk&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-sends-unofficial-delegation-to-taiwan-as-beijing-ramps-up-pressure-11618384940?st=nmic626sr5h8x7s&reflink=desktopwebshare_permalink
https://www.reuters.com/article/us-usa-taiwan-china/as-bidens-emissaries-go-to-taiwan-china-terms-exercises-combat-drills-idUSKBN2C109Y
https://www.reuters.com/article/us-usa-taiwan-china/as-bidens-emissaries-go-to-taiwan-china-terms-exercises-combat-drills-idUSKBN2C109Y
https://www.scmp.com/news/china/military/article/3129534/chinas-military-hold-live-fire-drills-taiwan-us-delegation?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3129534
https://www.wsj.com/articles/kerry-says-u-s-will-hold-beijing-to-account-on-climate-pledges-11618338675?st=r078kh59g1arbv8&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/america-china-policy-biden-xi-11617896117?st=c4p421s8pcq8syd&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/america-china-policy-biden-xi-11617896117?st=c4p421s8pcq8syd&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/in-battle-with-u-s-for-global-sway-china-showers-money-on-europes-neglected-areas-11618310350?st=xn1i2wtgz6m3kch&reflink=desktopwebshare_permalink
https://www.scmp.com/news/china/diplomacy/article/3129545/us-china-ties-washington-funded-terrorists-xinjiang-beijing?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3129545
https://www.axios.com/china-influence-bipartisan-senate-bill-menendez-risch-150df3ca-48b8-4d54-9dec-0c18873093a4.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axioschina&stream=china
https://www.foreign.senate.gov/imo/media/doc/DAV21598%20-%20Strategic%20Competition%20Act%20of%202021.pdf?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axioschina&stream=china
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.axios.com/coronavirus-cases-infections-vaccines-variants-e3e14f79-7fe4-4bbe-a6ca-8ef2c3cd0940.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/coronavirus-cases-infections-vaccines-variants-e3e14f79-7fe4-4bbe-a6ca-8ef2c3cd0940.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
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Virology 

• The CDC has delayed a decision on the Johnson & Johnson (JNJ, USD, 159.92) vaccine 

after there were reports of blood clotting in recipients.  The body wants more data before 

making a decision.  So far, there have been six cases (one fatal) reported after 6.8 million 

doses have been administered.  Although the risk is clearly low, with alternatives 

available, it is possible the U.S. may decide not to allow the vaccine to be used in the 

U.S.   

o The J&J vaccine has attractive properties.  It is a single-shot vaccine, and it 

doesn’t require the extreme freezing the mRNA vaccines require.  If the U.S. 

decides not to use it, the vaccine will likely be shipped to the developing world.   

o The EU is also deciding on the J&J vaccine.  It is also ordering additional 

vaccines from other producers.   

o Former leaders are calling for patent relaxation on vaccines to expand production 

to the developing world.   

• Researchers are testing whether various vaccines can be combined.  A trial is starting 

where some participants who have received one vaccine are given one of the newer ones.  

Scientists will see how the candidates react to different vaccine strains and check for 

safety and efficacy.  If the combined vaccines prove safe and effective, it would allow for 

greater flexibility in distributing vaccines.   

• Small studies conducted at the state level suggest that vaccines offer strong protection 

against adverse outcomes from COVID-19.  They don’t completely prevent infection, but 

they clearly reduce the severity of the disease.   

• We have been watching the COVID-19 passport issue as vaccinations have become 

widespread.  Globally, there is a growing issue of falsified documents, which, if not 

addressed, will render passports ineffective.  Despite the expansion of fake 

documentation, private businesses and universities are starting to insist on proof of 

vaccination before allowing people to use their services.   

• India is trying to cope with a massive surge in infections.   

• Studies show that keeping middle seats vacant on aircraft reduces virus transmission risk.   

• Although lockdowns did reduce the risk from COVID-19, it almost certainly increased 

the risk for other problems; drug overdose deaths soared during lockdowns.   

 

U.S. Economic Releases  

In April, New York manufacturing expanded at its fastest pace since 2017, according to the 

Empire Manufacturing Index. The index came in at 26.3, above the previous month’s reading of 

17.4. The reading was above the consensus estimate of 20.0. In the same month, the Philadelphia 

Fed Business Outlook came in at 50.2, above expectations of 41.5.  

 

https://www.wsj.com/articles/federal-advisory-panel-to-meet-wednesday-on-j-j-vaccine-11618392603?st=nfoj7ljzxz8qvjv&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/j-j-covid-19-vaccine-blood-clot-cases-could-stir-vaccine-hesitancy-11618425733?st=yu0mk90ualbafzk&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/health/2021/04/14/johnson-and-johnson-vaccine-blood-clots/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F31e0749%2F6077b96b9d2fda1dfb4ffe33%2F596b53f6ae7e8a44e7d597a3%2F44%2F76%2F6077b96b9d2fda1dfb4ffe33
https://www.politico.eu/article/eu-regulators-safety-assessment-of-jj-expected-next-week/
https://www.wsj.com/articles/european-union-orders-extra-biontech-pfizer-vaccines-amid-j-j-suspension-11618404084?st=93ltik0mcscfcug&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/european-union-orders-extra-biontech-pfizer-vaccines-amid-j-j-suspension-11618404084?st=93ltik0mcscfcug&reflink=desktopwebshare_permalink
https://www.ft.com/content/43fd53f5-2b82-4e41-981c-8544a6ce996b?emailId=6077c3532e13c100047db158&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/428d719a-b53e-4bd1-8cd6-ba796291120b?emailId=607671fcde82d600049ed6e0&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.medpagetoday.com/special-reports/exclusives/92071?xid=nl_mpt_DHE_2021-04-14&eun=g1633491d0r&utm_source=Sailthru&utm_medium=email&utm_campaign=Daily%20Headlines%20Top%20Cat%20HeC%20%202021-04-14&utm_term=NL_Daily_DHE_dual-gmail-definition
https://www.wsj.com/articles/fake-covid-19-certificates-hit-airlines-which-now-have-to-police-them-11618330621?st=3f9ov28573k41hf&reflink=desktopwebshare_permalink
https://www.axios.com/vaccine-passports-republicans-economy-coronavirus-8fb97580-90e7-4456-b993-71382526ab5b.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/universities-covid-vaccines-students-pushback-b5dce480-9fc7-4c00-96e5-e055e23f0b43.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.reuters.com/article/health-coronavirus-india-cases/indias-new-coronavirus-infections-hit-record-of-184372-idUSKBN2C10DF
https://www.nytimes.com/2021/04/14/health/covid-plane-middle-seat.html?campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.axios.com/drug-overdose-record-coronavirus-pandemic-opioids-8657bd57-ab9a-4c1b-9666-76ed7254df55.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
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The chart above shows the six-month moving average of the Empire Manufacturing Index.  The 

six-month average rose from 9.12 to 11.75. The increase in the index was largely due to a sharp 

rise in orders and shipments. 
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The chart above shows the six-month moving average of the Philadelphia Fed Business Outlook 

Index.  Respondents have become optimistic about the ability to charge higher prices and ship 

more goods. 

 

Initial jobless claims fell to a pandemic low of 576K during the week ending April 10, well 

below estimates of 700K.  The previous week’s report was revised upward from 744K to 769K. 



 

 

20 Allen Avenue, Suite 300 | Saint Louis, MO  63119 | 314.743.5090 

www.confluenceinvestment.com 

 8 

Continuing claims for the preceding week were relatively unchanged, rising from 3.727MM to 

3.731MM. Consensus estimates showed a reading of 3.700MM. 
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The chart above shows the four-week moving average of initial claims. The moving average fell 

from 730.25K to 683.00K.  The drop in the initial claims continues to show that business 

conditions may be improving.  That being said, the slight rise in continuing claims could 

possibly signal a dimmer outlook for the labor market. 
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The chart above shows the four-week moving average for continuing claims by region. 

 

In March, retail sales surged by the most in almost a year. The value of sales rose 9.8% from the 

prior month, above expectations of 5.8%.  Excluding autos, retails sales rose 8.4% from the prior 

month, while retails sales excluding autos and gas rose 8.2% from the prior month. Consensus 
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estimates came in at 5.0% and 6.4%, respectively.  The retail sales control group, which excludes 

building materials, rose 6.9% from the prior month, slightly below expectations of 7.2%. 

 

 
 

The chart above shows the annual change in retails sales.  Retail sales rose 27.72% from the 

prior year, the highest ever, mostly due to a drop in sales from the previous March. 

 

In March, widespread power outages related to poor weather conditions weighed on 

manufacturing production. As a result, industrial production rose 1.4% from the prior month, 

below expectations of 2.8%.  Manufacturing production rose 2.7% from the prior month, and 

capacity utilization rose from 73.4% to 74.4%. 
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The chart above shows the Industrial Production Index. The index currently sits at 105.6, which 

is about 3.4% below its pre-pandemic level. 

  

The table below lists the domestic data releases and Fed events scheduled for the rest of today. 

 

EDT Indicator Expected Prior Rating

9:45 Langer Consumer Comfort w/w 11-Apr 51.9 ***

10:00 Business Inventories m/m Feb 0.5% 0.3% ***

10:00 NAHB Housing Market Index m/m Apr 84 82 **

16:00 Total Net TIC Flows m/m Feb $106.3b ***

16:00 Net Long-term TIC Flows m/m Feb $90.8b **

EST Speaker or event

11:30 Raphael Bostic Discusses Cities and Systemic Racism President of the Federal Reserve Bank of Atlanta

14:00 Mary Daly Discusses the Future of Education President of the Federal Reserve Bank of San Francisco

14:00 Lorie Logan Speaks at SIFMA Event New York Federal Reserve Executive Vice President

14:00 Mark Van der Weide Testifies on Libor Transition

16:00 Loretta Mester speaks in St. Louis President of the Federal Reserve Bank of Cleveland

District or position

Economic Releases

Fed Speakers or Events

Federal Reserve General Council

 
 

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.  
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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. 

 
Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Japan Buying Foreign Stocks w/w 44295 -¥623.3b -¥199.0b * Equity and bond neutral

Japan Buying Foreign Bonds w/w 9-Apr ¥1714.4b ¥377.0b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 9-Apr ¥640.9b ¥978.4b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 9-Apr ¥1229.5b ¥568.6b * Equity and bond neutral

India Wholesale Prices y/y Mar 7.39% 4.17% 6.16% ** Equity bearish, bond bullish

Australia Consumer Inflation Expectation y/y Apr 3.2% 4.1% *** Equity and bond neutral

Participation Rate m/m Mar 66.3% 66.1% 66.1% ** Equity and bond neutral

Employment Change m/m Mar 70.7k 88.7k 35.0k *** Equity bullish, bond bearish

Unemployment Rate m/m Mar 5.6% 5.8% 5.7% *** Equity bullish, bond bearish

New Zealand REINZ House Sales y/y Mar 31.2% 14.6% ** Equity bullish, bond bearish

Food Prices m/m Mar 0.0% -0.9% ** Equity and bond neutral

EUROPE

Germany CPI y/y Mar 1.7% 1.7% 1.7% *** Equity and bond neutral

CPI EU Harmonized y/y Mar 2.0% 2.0% 2.0% *** Equity and bond neutral

France CPI EU Harmonized y/y Mar 1.4% 1.4% 1.4% *** Equity and bond neutral

CPI y/y Mar 1.1% 1.1% 1.1% *** Equity and bond neutral

Italy CPI EU Harmonized y/y Mar 0.6% 0.6% 0.6% *** Equity and bond neutral

General Government Debt m/m Feb 2643.8b 2603.1b ** Equity and bond neutral

Russia CPI w/w 12-Apr 0.1% 0.2% ** 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) 18 19 -1 Up

3-mo T-bill yield (bps) 1 2 -1 Neutral

TED spread (bps) 17 17 0 Up

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

10-yr T-note (%) 1.62 1.63 -0.01 Neutral

Euribor/OIS spread (bps) -54 -54 0 Neutral

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

Currencies

dollar Flat Down

euro Flat Up

yen Up Up

pound Up Up

franc Flat Up

Central Bank Action Current Prior Expected

China 1-Yr Medium-Term Lending Rate 2.950% 2.950% On forecast

RBA FX Transactions Market -A$1390m -A$882m On forecast

RBA FX Transactions Other A$1332m A$878m On forecast

RBA FX Transactions Government A$4014m A$988m On forecast   
 

 

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 $63.98 $63.67 0.49%

WTI $60.49 $60.18 0.52%

Natural Gas $2.63 $2.62 0.27%

Crack Spread $20.27 $20.27 0.03%

12-mo strip crack $17.94 $17.85 0.52%

Ethanol rack $2.10 $2.10 -0.09%

Gold $1,746.14 $1,745.51 0.04%

Silver $25.44 $25.35 0.35%

Copper contract $404.55 $403.15 0.35%

Corn contract $566.75 $566.50 0.04%

Wheat contract $636.50 $633.50 0.47%

Soybeans contract $1,385.25 $1,384.75 0.04%

Baltic Dry Freight 2145 2085 60

Actual Expected Difference

Crude (mb) -2.7 -2.4 -0.3

Gasoline (mb) 0.9 0.8 0.1

Distillates (mb) 1.0 1.3 -0.3

Refinery run rates (%) 0.20% 0.20% 0.0%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

the country, with warmer 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 4/14/2021 close) 
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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 4/14/2021 close) 

 

-10.0% 0.0% 10.0% 20.0%

US Government Bond
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Emerging Markets ($)

Emerging Markets (local currency)
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Commodities
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Real Estate
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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 15, 2021 
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P/E as of 4/15/2021 = 25.7x

 
 

Based on our methodology,2 the current P/E is 25.7x, unchanged from last week.   

 
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. 

 
2 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. 


