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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 20, 2021—9:30 AM EDT] Global equity markets are generally lower this 

morning.  The EuroStoxx 50 is currently down 1.1% from its prior close.  In Asia, the MSCI 

Asia Apex 50 closed up 0.2%.  Chinese markets were lower, with the Shanghai Composite down 

0.1% from its prior close and the Shenzhen Composite down 0.1%.  U.S. equity index futures are 

signaling a lower open.  With 44 companies having reported, the S&P 500 Q4 earnings stand at 

$42.40, higher than the $37.94 forecast for the quarter.  The forecast reflects a 23.3% increase 

from Q1 2020 earnings.  Thus far this quarter, 81.8% of the companies have reported earnings 

above forecast, while 13.6% have reported earnings below forecast.   

 

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 (4/19/201): What Population Aging Means for Global 

Inflation and Growth 

• Weekly Energy Update (4/15/2021)  

• Asset Allocation Weekly with associated chart book and podcast (4/16/2021) 

• 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 

 

In today’s Comment, we open with the latest developments on President Biden’s proposed 

package of infrastructure and other economic measures.  We then pivot to the international news 

most likely to affect the financial markets today.  As is often the case, there are new signs of 

friction between the U.S. and China, and the Russian buildup of military forces on the Ukrainian 

border looks more threatening than previously known.  We end with an overview of the latest 

developments on the coronavirus pandemic. 

 

U.S. Fiscal Policy:  In the latest White House meeting regarding President Biden’s plan to spend 

$2.3 trillion on infrastructure and other economic measures, the president and a bipartisan group 

of lawmakers discussed a smaller increase in the corporate tax rate and possible changes to the 

size and scope of the package.  As the meeting got underway, Biden asserted, “I am prepared to 

compromise, prepared to see what we can do and what we can get together on.” 

• Some Senate Republicans, critical of the corporate tax increases and the broad scope of 

Biden’s plan, have started discussing making a counteroffer in the realm of $600 billion 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/category/weekly-geopolitical-report/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_15_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Apr_16_2021.pdf
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/asset-allocation-reports/asset-allocation-weekly-podcast-asset-allocation-reports/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-chart-book/
https://www.wsj.com/articles/biden-infrastructure-meeting-focuses-on-taxes-scope-of-plan-11618857994
https://www.wsj.com/articles/biden-infrastructure-meeting-focuses-on-taxes-scope-of-plan-11618857994
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to $800 billion.  A group of Republicans met yesterday to discuss that possibility, with 

lawmakers aiming to release their own plan soon. 

• If the White House is really as flexible as it says regarding the infrastructure and 

economic plan, there is probably a greater chance that a significant bill will get passed, 

perhaps even with some Republican support.  That prospect, along with continuing 

monetary stimulus and economic reopening from the coronavirus pandemic, would help 

buoy risk assets and keep alive fears of higher inflation and interest rates going forward. 

 

United States-China:  Speaking at a major Chinese business conference, President Xi delivered 

a forceful call for a new world order no longer dominated by the U.S. and its values.  Although 

he never mentioned the U.S. by name, Xi argued that “International affairs should be handled by 

everyone . . . The rules set by one or several countries should not be imposed on others, and the 

unilateralism of individual countries should not give the whole world its rhythm.” 

 

United Kingdom-China:  British national security officials led by the intelligence agency MI5 

are launching a campaign warning that China and other hostile countries are using professional 

networking sites such as LinkedIn to recruit new sources and steal classified information. 

• Starting this week, the campaign will warn 450,000 civil servants and partners in industry 

and academia that Britain’s adversaries are creating fake online accounts to ensnare 

people who are privy to classified information. 

• Posing as recruiters, foreign spies lure their targets to meetings in person where they may 

be subjected to bribery or blackmail in order to obtain intelligence. 

 

Russia-Ukraine:  While we’ve been reporting on the buildup of Russian military forces on the 

country’s border with Ukraine, new data suggest the surge is even bigger than previously known.  

Commercial satellite imagery shows Russia has now deployed a wide range of assets in the area, 

including airborne troops, motorized rifle and armored units, attack helicopters, smoke 

generators, reconnaissance drones, jamming equipment, and a field hospital.  All told, U.S. and 

European officials estimate Russia has deployed 100,000 or more troops on the border.  Leaked 

Ukrainian military, analysts also say Russia has blocked off more than a quarter of the Black 

Sea, ostensibly for “military exercises,” but in reality to disrupt Ukrainian trade and provoke a 

Ukrainian response that would serve as a pretext for incursion. 

• The amount of military assets that Russia has on or near the border will significantly 

increase its ability to intimidate the Ukrainian government or mount an incursion into 

Ukraine, although a major objective of Russia might simply be to test the new Biden 

administration’s resolve. 

• Biden administration officials have been preparing options to provide lethal and nonlethal 

military aid to Ukraine in the event of a Russian attack. The options include antitank, 

anti-ship, and antiaircraft systems, though they haven’t yet been presented to President 

Biden for a decision.  Naturally, Russia’s actions could also spark new economic 

sanctions. 

• In any case, rising tensions or an outright military incursion into Ukraine would likely be 

unsettling for risk assets, although any violence would likely spark strong buying in safe-

haven assets such as gold. 

https://www.ft.com/content/096dd554-499b-468c-b5fa-38b0352941a0
https://www.ft.com/content/096dd554-499b-468c-b5fa-38b0352941a0
https://www.ft.com/content/9348605f-1b4d-49e8-9505-838dab88fd5a
https://www.ft.com/content/9348605f-1b4d-49e8-9505-838dab88fd5a
https://www.wsj.com/articles/satellite-images-show-russias-expanding-ukraine-buildup-11618917238?mod=hp_lead_pos10
https://www.axios.com/ukraine-russia-black-sea-crimea-8e54d92a-1f3b-4953-b10e-15a2d9cfeac3.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/ukraine-russia-black-sea-crimea-8e54d92a-1f3b-4953-b10e-15a2d9cfeac3.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
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Germany:  Armin Laschet has won the race to succeed Angela Merkel as head of the ruling 

center-right CDU/CSU party, after rival Markus Söder, the prime minister of Bavaria, threw in 

the towel.  With Chancellor Merkel retiring and the CDU/CSU trailing badly in the polls, the 

unpopular Laschet will lead the party against the resurgent Greens in national elections 

scheduled later this year. 

 

COVID-19:  Official data show confirmed cases have risen to 142,217,752 worldwide, with 

3,032,909 deaths.  In the United States, confirmed cases rose to 31,739,364, with 567,729 deaths.  

Vaccine doses delivered in the U.S. now total 264,505,725, while the number of people who 

have received at least their first shot totals 132,321,628.  Finally, here is the interactive chart 

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

by population.   

 

Virology 

• Newly confirmed U.S infections rose to approximately 67,000 yesterday, but that was 

still slightly lower than the seven-day moving average of 67,451 and the 14-day moving 

average of 68,636.  Meanwhile, new deaths related to the virus totaled a relatively modest 

473.   

• Even though all adults are now eligible for a COVID-19 vaccination in all U.S. states and 

territories, hitting President Biden’s deadline of April 19, about one-fifth of those aged 65 

and older still haven’t been vaccinated.  The shortfall illustrates the risk that vaccination 

rates soon could taper off, leaving plenty of U.S. residents at risk of contracting and/or 

spreading the disease. 

• The experience of the U.K., Israel, and Chile, all of which rapidly vaccinated a large 

proportion of their citizens, shows that risks remain even after a major vaccine program is 

implemented. 

• In India, the government ordered a tight new lockdown on New Delhi to combat a 

resurgence of infections that have brought the healthcare system to the brink of collapse.  

As of 10 p.m. local time, shops and businesses were forced to shut, and people’s 

movements were restricted to accessing and providing essential services.  Other regions 

have also imposed fewer sweeping lockdowns. 

o It appears that one reason for the rebounding infections is the presence of various 

mutations that are more transmissible than the original coronavirus, including the 

strains first found in the U.K., Brazil, and South Africa. 

o There is even a new, highly transmissible “double mutation” variant, which gets 

its name because it has two mutations seen separately in other variants but not in 

the same variant. 

• Because of the pandemic’s resurgence in India, the British government said it would add 

the country to its “red list” of nations from which travel into Britain is restricted.  For 

example, British and Irish nationals traveling from India will have to quarantine in a hotel 

for ten days following their arrival. Individuals who are not U.K. or Irish citizens will not 

be permitted to enter the U.K. if they have been in India in the previous ten days. 

https://www.ft.com/content/30f3630e-2edf-4c77-b134-b73e34d381a9
https://www.ft.com/content/30f3630e-2edf-4c77-b134-b73e34d381a9
https://www.nytimes.com/live/2021/04/20/world/covid-vaccine-coronavirus-cases
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.wsj.com/livecoverage/covid-2021-04-20
https://www.nytimes.com/interactive/2021/04/19/us/vaccine-rollout-seniors.html?action=click&module=Top%20Stories&pgtype=Homepage
https://www.wsj.com/articles/a-covid-19-lesson-for-the-u-s-from-three-countries-with-rapid-vaccination-rollouts-11618911002
https://www.wsj.com/articles/indias-new-delhi-locks-down-as-covid-19-stretches-healthcare-system-to-its-limits-11618853778
https://www.ft.com/content/d4e57b73-dde5-4ef5-a091-3769a63443bc
https://www.ft.com/content/d4e57b73-dde5-4ef5-a091-3769a63443bc
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Economic and Financial Market Impacts 

• According to the European Central Bank’s latest lending survey, resurgent infections and 

renewed lockdowns in Europe led to decreased corporate loan demand and tighter credit 

standards during the first quarter.  The weak data is weighing on EU bank stocks and 

driving EU bond yields lower so far this morning. 

 

Foreign Policy Response 

• In a sign that U.S. policymakers aren’t the only ones who want to avoid a repeat of the 

tight fiscal policy that arguably held back the recovery from the Great Financial Crisis, 

the Canadian government today proposed an expansive budget for the coming fiscal year.  

However, despite massive new spending and another enormous fiscal deficit in the 

coming year, the plan foresees the deficit falling to just 1.1% of gross domestic product 

by 2025. 

U.S. Economic Releases  

There were no economic releases scheduled prior to the publication of this report, nor are there 

any releases or Fed events scheduled for the day. 

 

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. 

 

https://www.wsj.com/articles/weak-lending-in-europe-hampers-covid-19-recovery-11618919587?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/weak-lending-in-europe-hampers-covid-19-recovery-11618919587?mod=lead_feature_below_a_pos1
https://www.ft.com/content/2f5befa4-0c6c-4dd6-aea1-657ca23685fc
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Tertiary Industry Index m/m Feb 0.3% -1.7% 0.5% ** Equity bearish, bond bullish

Convenience Store Sales y/y Mar 1.9% -5.3% ** Equity and bond neutral

Machine Tool Orders y/y Mar 65.1% 65.0% ** Equity and bond neutral

China 1-Year Loan Prime Rate w/w 20-Apr 3.9% 3.9% 3.9% ** Equity and bond neutral

5-Year Loan Prime Rate w/w 20-Apr 4.7% 4.7% 4.7% ** Equity and bond neutral

Australia ANZ Roy Morgan Consumer Confidence w/w 18-Apr 114 114.1 *** Equity and bond neutral

EUROPE

Germany PPI m/m Mar 0.6% 0.9% 0.7% ** Equity and bond neutral

UK Claimant Count Rate m/m Mar 7.3% 7.5% ** Equity and bond neutral

Jobless Claims Change m/m Mar 10.1k 86.6k ** Equity and bond neutral

Average Weekly Earnings 3M y/y Feb 4.5% 4.8% 4.8% ** Equity and bond neutral

ILO Unemployment Rate 3Mths m/m Feb 4.9% 5.0% 5.0% *** Equity bullish, bond bearish

Employment Change 3M/3M m/m Feb -73k -147k -145k ** Equity bearish, bond bullish

AMERICAS *

Brazil IGP-M Inflation 2nd Preview m/m Apr 1.17% 2.98% 0.84% ** Equity and bond neutral

Economic Activity m/m Feb 1.7% 1.0% 0.9% ** Equity bullish, bond bearish

Trade Balance Weekly w/w 18-Apr $3004m $2127m ** Equity bullish, bond bearish

Canada Bloomberg Nanos Confidence w/w 16-Apr 63.6 63.8 *** Equity and bond neutral

Housing Starts m/m Mar 335.2k 245.9k 255.0k ** Equity bullish, bond bearish  
 

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 19 0 Up

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

TED spread (bps) 18 17 1 Up

U.S. Libor/OIS spread (bps) 9 8 1 Up

10-yr T-note (%) 1.60 1.61 -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 Up Up

yen Down Up

pound Flat Up

franc Flat 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 $67.70 $67.05 0.97%

WTI $63.95 $63.38 0.90%

Natural Gas $2.74 $2.75 -0.44%

Crack Spread $20.46 $20.37 0.48%

12-mo strip crack $18.36 $18.20 0.85%

Ethanol rack $2.29 $2.25 1.53%

Gold $1,769.71 $1,771.43 -0.10%

Silver $25.89 $25.82 0.25%

Copper contract $425.85 $424.50 0.32%

Corn contract $586.75 $580.50 1.08%

Wheat contract $659.75 $653.75 0.92%

Soybeans contract $1,454.50 $1,436.50 1.25%

Baltic Dry Freight 2432 2385 47

Actual Expected Difference

Crude (mb) -3.4

Gasoline (mb) 1.2

Distillates (mb) -1.4

Refinery run rates (%) 0.50%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

the country, with warmer temperatures in the South Central region and Florida.  The forecast 

calls for wetter than normal conditions for most of the country, with dry conditions expected for 

the southwest. 
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Data Section 
 

U.S. Equity Markets – (as of 4/19/2021 close) 

 

  
0.0% 20.0% 40.0%
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Consumer Discretionary
S&P 500
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Real Estate
Industrials
Materials
Financials

Energy

YTD Total Return

-1.2% -1.0% -0.8%-0.6% -0.4% -0.2% 0.0% 0.2% 0.4%

Consumer Discretionary

Technology

Communication Services

S&P 500

Utilities

Materials

Industrials

Consumer Staples

Financials

Energy

Healthcare

Real Estate

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 4/19/2021 close) 

 

-10.0% 0.0% 10.0% 20.0%

US Corporate Bond

US Government Bond

Cash

US High Yield

Emerging Markets ($)

Emerging Markets (local currency)

Foreign Developed ($)

Commodities

Foreign Developed (local currency)

Large Cap

Small Cap

Real Estate

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 15, 2021 
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P/E as of 4/15/2021 = 25.7x

 
 

Based on our methodology,1 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. 

 
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. 


