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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 21, 2021—9:30 AM EDT] Global equity markets are generally mixed this 

morning.  The EuroStoxx 50 is currently up 0.5% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed down 1.5%.  Chinese markets were mixed, with the Shanghai Composite 

unchanged from its prior close and the Shenzhen Composite up 0.2%.  U.S. equity index futures 

are signaling a flat open.  With 62 companies having reported, the S&P 500 Q4 earnings stand at 

$42.30, higher than the $37.94 forecast for the quarter.  The forecast reflects a 23.3% increase 

from Q1 2020 earnings.  Thus far this quarter, 85.5% of the companies have reported earnings 

above forecast, while 11.3% 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 

 

Today’s Comment opens with a few key U.S. developments that are likely to affect financial 

markets today.  President Biden will reportedly call for an aggressive 50% cut in U.S. 

greenhouse gas emissions, which will likely raise concerns about new regulations and reduced 

corporate profitability going forward.  There are new signs of increasing U.S.-Russia tensions, 

especially with today’s mass protests in Russia supporting jailed opposition activist Alexei 

Navalny.  Finally, we review the latest news on the coronavirus pandemic.  Germany’s top court 

has removed an obstacle to the EU’s big pandemic spending package and the launch of 

mutualized EU debt, which will likely make the Euro a more viable reserve currency over time. 

 

U.S. Climate Policy:  At his climate summit on Thursday and Friday, President Biden will 

reportedly set a goal of cutting U.S. greenhouse-gas emissions by approximately 50% by 2030 

from their 2005 levels.  At least some scientists see such a goal as achievable but ambitious.  

More important for the financial markets, such an ambitious goal raises concerns about the kinds 

of regulatory or fiscal policies that might be put into place to achieve it.  Over time, efforts to 

achieve the goal could have disparate impacts on different sectors of the market. 

 

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-to-propose-cutting-u-s-emissions-in-half-by-2030-11619002815
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United States-China:  Sources at the White House say President Biden will name veteran 

diplomat R. Nicholas Burns as U.S. ambassador to China.  Early in his career, Burns served as 

State Department spokesman and ambassador to Greece in the Clinton administration. In the 

George W. Bush administration, he was ambassador to the North Atlantic Treaty Organization 

and helped organize NATO’s response to the Sept. 11, 2001, terrorist attacks. He then became 

undersecretary for political affairs, a senior State Department post, during the Bush years until he 

retired from the foreign service.  By naming such an experienced and skillful diplomat to the 

post, Biden will signal that he intends to take a serious and careful approach to the U.S. 

relationship with China. 

 

United States-Russia:  The Russian space agency announced that it will withdraw from the 

International Space Station program in 2025 and leave the facility to the U.S.  Instead, Russia 

plans to launch its own space station by 2030.  The move will also give Russia a freer hand to 

increase its space cooperation with China, as it faces increasing political pushback from the U.S. 

and Europe. 

 

Russia-Islamic State:  The Russian military said it launched airstrikes in central Syria against 

Islamic State insurgents who were threatening government-held oil facilities, killing some 200 

militants. 

 

Russia:  Supporters of jailed opposition activist Alexei Navalny have launched mass protests 

calling for his release.  However, police are aggressively rounding up and arresting major figures 

in the movement, and it is not yet clear how large the demonstrations will actually get.  The 

Navalny issue does put pressure on President Putin, but not yet enough to threaten him 

politically. 

 

COVID-19:  Official data show confirmed cases have risen to 143,076,046 worldwide, with 

3,047,222 deaths.  In the United States, confirmed cases rose to 31,793,715, with 568,475 deaths.  

Vaccine doses delivered in the U.S. now total 272,030,795, while the number of people who 

have received at least their first shot totals 133,266,995.  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 totaled approximately 54,000 yesterday, well below 

both the seven-day average of 67,122 and the 14-day moving average of 67,940.  New 

deaths related to the virus totaled a relatively modest 767. 

• Because of rebounding infections in Japan, the government is preparing to reintroduce a 

state of emergency in Tokyo and Osaka with just three months to go before the Summer 

Olympics are set to kick off in Tokyo.  However, Osaka’s governor is facing severe 

backlash for requesting such a tight lockdown. 

• Infections in India have now skyrocketed to the point where the pandemic is worse than 

at any other time.  The surge in infections is due to multiple factors, including new, more 

https://www.wsj.com/articles/china-u-s-close-to-naming-new-ambassadors-as-rivalry-grows-11618938671?mod=hp_listb_pos2
https://www.wsj.com/articles/china-u-s-close-to-naming-new-ambassadors-as-rivalry-grows-11618938671?mod=hp_listb_pos2
https://www.ft.com/content/a1518565-e643-42ae-a650-02e9c3bdd657
https://www.ft.com/content/a1518565-e643-42ae-a650-02e9c3bdd657
https://www.wsj.com/articles/russia-strikes-islamic-state-strongholds-in-syria-as-insurgency-gains-ground-11618935951?mod=hp_listb_pos1
https://www.wsj.com/articles/russia-strikes-islamic-state-strongholds-in-syria-as-insurgency-gains-ground-11618935951?mod=hp_listb_pos1
https://www.rferl.org/a/russia-sobol-detained-navalny-protests/31214789.html
https://www.rferl.org/a/russia-sobol-detained-navalny-protests/31214789.html
https://www.nytimes.com/live/2021/04/21/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-2021-04-21
https://www.wsj.com/articles/japan-to-reimpose-covid-19-state-of-emergency-in-tokyo-and-osaka-ahead-of-summer-olympics-11618931476
https://www.wsj.com/articles/japan-to-reimpose-covid-19-state-of-emergency-in-tokyo-and-osaka-ahead-of-summer-olympics-11618931476
https://www.japantimes.co.jp/news/2021/04/21/national/osaka-emergency-backlash/
https://www.japantimes.co.jp/news/2021/04/21/national/osaka-emergency-backlash/
https://www.ft.com/content/683914a3-134f-40b6-989b-21e0ba1dc403
https://www.ft.com/content/683914a3-134f-40b6-989b-21e0ba1dc403


 

 

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

www.confluenceinvestment.com 

 3 

transmissible mutations, a lagging vaccination campaign, and political and religious 

superspreader events. 

• Despite rebounding infections in countries such as Japan and India, a new analysis by the 

Financial Times shows that mass vaccination programs appear to have a positive impact 

no matter what the overall trend in infections looks like.  Countries with extensive 

vaccination programs giving first priority to older, more vulnerable age groups show 

significantly lower rates of infection, hospitalization, and death than their less vaccinated 

cohorts.  The data should be comforting to investors concerned about rebounding 

infections and new virus mutations.  If borne out by further analyses, the study suggests 

that economic reopening could generally continue regardless of the fits and starts in some 

countries.  If so, the news should be supportive of risk assets going forward. 

• In a vote of confidence for the vaccine from Johnson & Johnson (JNJ, $166.48), the 

European Medicines Agency said the best way to handle the shot’s possible connection to 

blood clots was to make it carry a warning that clots could be a very rare side effect, but 

the benefits of the vaccine still outweigh the risks. 

o The finding by the European agency leaves it up to EU governments whether to 

use the vaccine and whether to impose any restrictions. J&J said after the EMA 

announcement that it would resume European deliveries. 

o The injection remains under a pause in the U.S., at least until Friday, when an 

advisory committee is scheduled to recommend a way forward to the CDC. 

• Meanwhile, Pfizer (PFE, $39.03) said it found the first confirmed instances of counterfeit 

versions of its vaccine in Mexico and Poland. 

 

Economic and Financial Market Impacts 

• According to a report from the testing company Renaissance Learning, elementary 

students continue to test below their pre-pandemic expectations, but the gap is shrinking 

as schools open up and return to in-person learning. 

• A survey by business advisory firm Vistage Worldwide shows 44% of small businesses 

reported temporary shortages or other supply chain problems as the economy began to 

reopen from the pandemic in March.  Supply disruptions and shortages are likely to feed 

into increased inflation pressure in the coming months, although that pressure will likely 

decline eventually as those shortages get resolved. 

 

U.S. Policy Response 

• President Biden told a meeting of lawmakers yesterday that he would back a multi-year 

extension of the enhanced child tax credit included in the $1.9 trillion pandemic relief bill 

passed earlier this year. 

o The enhancement raised the tax credit to $3,000 from $2,000, setting it at $3,600 

for parents of children under age six and making parents of 17-year-olds eligible. 

o The credit, which scales down above certain income thresholds, is fully 

refundable and was designed to be paid in intervals rather than in one lump sum. 

 

https://www.ft.com/content/d71729a3-72e8-490c-bd7e-757027f9b226
https://www.ft.com/content/d71729a3-72e8-490c-bd7e-757027f9b226
https://www.wsj.com/articles/eu-agency-says-benefits-of-j-j-covid-19-vaccine-outweigh-risks-but-calls-for-blood-clot-warning-11618929685?mod=hp_lead_pos2
https://www.wsj.com/articles/eu-agency-says-benefits-of-j-j-covid-19-vaccine-outweigh-risks-but-calls-for-blood-clot-warning-11618929685?mod=hp_lead_pos2
https://www.wsj.com/articles/pfizer-identifies-fake-covid-19-shots-abroad-as-criminals-exploit-vaccine-demand-11619006403
https://www.wsj.com/articles/pfizer-identifies-fake-covid-19-shots-abroad-as-criminals-exploit-vaccine-demand-11619006403
https://www.wsj.com/articles/new-test-scores-show-students-rebounding-after-pandemic-related-learning-loss-11618937886
https://www.wsj.com/articles/snarled-supply-chain-trips-up-small-businesses-11618997400?mod=hp_lead_pos2
https://www.wsj.com/articles/biden-to-back-temporary-extension-of-larger-child-tax-credit-11618957385?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/biden-to-back-temporary-extension-of-larger-child-tax-credit-11618957385?mod=lead_feature_below_a_pos1
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Foreign Policy Response 

• Ahead of tomorrow’s ECB policy meeting, hawkish monetary officials like German 

central bank chief Weidmann and Dutch central bank chief Knot are urging a quick end 

to the ECB’s massive bond-buying program. 

o At the ECB’s last monetary policy meeting, council members all agreed to 

conduct the purchases at a “significantly higher pace” in the second quarter to 

avoid a sell-off in bond markets, pushing up borrowing costs before a recovery 

had taken hold.  Since then, however, the ECB’s weekly net purchases have 

increased only marginally, leaving analysts scratching their heads and wondering 

if the recent rebound in sovereign bond markets led officials to have second 

thoughts. 

o Despite the pushback from Europe’s inflation hawks, the ECB is more likely than 

not to continue its loose policies, especially given the resurgence of infections and 

the relatively lagging rollout of vaccinations in Europe.  All the same, if the 

pushback from the hawks gets worse, it could lead to bouts of volatility in 

European financial markets. 

• More important for the long-term future of Europe, Germany’s constitutional court 

rejected an emergency motion to stop the country from ratifying the bloc’s €750 billion 

pandemic relief fund and its provision allowing mutualized EU debt backed by the full 

faith and credit of all EU member countries.  

o The court said it would consider a lawsuit challenging the fund but would not put 

ratification on hold while its decision on the main case was pending.  According 

to the judges, their initial review indicated that it was unlikely they would find the 

recovery fund violated the German constitution. 

o The judges also ruled that giving the European Commission powers to raise it up 

to €750 billion on capital markets to finance the recovery fund “does not create 

direct liabilities for Germany or its federal budget.” 

o The decision removes a key threat to Europe’s pandemic relief program, but more 

importantly, it also removes a threat to the mutualized debt program, which could 

help make the Euro a more viable reserve currency over time.  That probable 

development is one key reason why we think the dollar is likely to lose value 

versus the common currency over time. 

U.S. Economic Releases  

For the week ending April 16, mortgage applications rose 8.6% from the prior week.  

Applications for purchases and refinancing rose 5.7% and 10.4% from the previous week, 

respectively.  The average 30-year fixed-rate mortgage fell 7 bps from 3.27% to 3.20%. 

 

There are no domestic releases or Fed events scheduled for the rest of the day. 

 

 

 

 

https://www.ft.com/content/c587dd18-29d4-4ad4-9362-6b7ab94ba2dd
https://www.ft.com/content/c587dd18-29d4-4ad4-9362-6b7ab94ba2dd
https://www.ft.com/content/1dd47402-2639-4c17-918d-87458b7bf910
https://www.ft.com/content/1dd47402-2639-4c17-918d-87458b7bf910
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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. 

 
Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Supermarket Sales y/y Mar 1.3% -2.1% ** Equity and bond neutral

Australia Westpac Leading Index m/m Mar 0.4% 0.0% ** Equity and bond neutral

Retail Sales m/m Mar 1.4% -0.8% 1.0% ** Equity and bond neutral

New Zealand CPI q/q 1Q 0.8% 0.5% 0.8% *** Equity and bond neutral

EUROPE

UK CPIH y/y Mar 1.0% 1.0% 0.7% * Equity bearish, bond bullish

CPI y/y Mar 0.8% 0.7% 0.4% *** Equity bearish, bond bullish

CPI Core y/y Mar 1.1% 1.1% 0.9% *** Equity bearish, bond bullish

RPI m/m Mar 0.4% 0.3% 0.5% ** Equity and bond neutral

RPI Ex Mort Int.Payments y/y Mar 1.8% 1.6% 1.6% ** Equity bearish, bond bullish

PPI Output NSA y/y Mar 1.7% 1.9% 0.9% * Equity bearish, bond bullish

PPI Input NSA y/y Mar 4.3% 5.9% 2.6% * Equity bearish, bond bullish

House Price Index y/y Feb 8.0% 8.6% 7.5% ** Equity bullish, bond bearish

Switzerland Money Supply M3 y/y Mar 5.6% 6.7% ** Equity and bond neutral

Russia Unemployment Rate m/m Mar 5.4% 5.7% 5.6% *** Equity and bond neutral

Construction y/y Mar 0.4% 0.0% 0.5% ** Equity and bond neutral

Retail Sales Real y/y Mar -3.4% -1.3% -1.9% ** Equity bearish, bond bullish

Real Wages y/y Feb 2.0% 0.1% -0.2% ** Equity bullish, bond bearish

Cargo Shipments y/y Mar 3.9% -0.7% 1.0% ** Equity bullish, bond bearish

AMERICAS

Mexico International Reserves Weekly w/w 16-Apr $195247m $195002m * Equity and bond neutral

Canada Teranet/National Bank HPI m/m Mar 1.5% 0.5% ** Equity bullish, bond bearish

Brazil Tax Collections m/m Mar 137932m 127747m 120330m * 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. 
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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) 17 17 0 Up

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

10-yr T-note (%) 1.57 1.56 0.01 Neutral

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

EUR/USD 3-mo swap (bps) 4 3 1 Down

Currencies

dollar Up Down

euro Down Up

yen Flat Up

pound Flat 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. 
 

Price Prior Change Explanation

Brent $66.01 $66.57 -0.84%

WTI $62.07 $62.67 -0.96%

Natural Gas $2.71 $2.73 -0.48%

Crack Spread $20.26 $20.27 -0.05%

12-mo strip crack $18.31 $18.23 0.44%

Ethanol rack $2.33 $2.31 0.78%

Gold $1,779.06 $1,778.75 0.02%

Silver $25.87 $25.84 0.10%

Copper contract $424.40 $422.10 0.54%

Corn contract $596.25 $592.00 0.72%

Wheat contract $672.00 $661.25 1.63%

Soybeans contract $1,465.00 $1,457.75 0.50%

Baltic Dry Freight 2472 2432 40

Actual Expected Difference

Crude (mb) -3.4

Gasoline (mb) 1.2

Distillates (mb) -1.4

Refinery run rates (%) 0.50%

Natural gas (bcf) 47.0

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 

Pacific and Rocky Mountain areas, with warmer temperatures for the rest of the country.  The 

forecast calls for wetter than normal conditions for parts of the Midwest, Deep South, and north 

Pacific regions. 
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Data Section 
 

U.S. Equity Markets – (as of 4/20/2021 close) 
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Utilities

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 4/20/2021 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 ($)

Foreign Developed (local currency)

Large Cap

Small Cap

Commodities

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. 


