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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 27, 2021—9:30 AM EDT] Global equity markets are generally flat this morning.  

The EuroStoxx 50 is currently down 0.4% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 0.1%.  Chinese markets were flat, with the Shanghai Composite and the Shenzhen 

Composite relatively unchanged from the prior close.  U.S. equity index futures are signaling a 

flat open.  With 123 companies having reported, the S&P 500 Q4 earnings stand at $43.20, 

higher than the $37.94 forecast for the quarter.  The forecast reflects a 23.3% increase from Q1 

2020 earnings.  Thus far this quarter, 86.1% of the companies have reported earnings above 

forecast, while 12.3% 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 (4/26/201): Irish Border Revisited 

• Weekly Energy Update (4/22/2021)  

• Asset Allocation Weekly with associated chart book and podcast (4/23/2021) 

• 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 a range of U.S. political and policy news, followed by 

various international developments that could affect the financial markets and the investment 

backdrop today.  We end with the latest news related to the coronavirus pandemic. 

 

U.S. Congress:  The Census Bureau yesterday announced how the 2020 population count will 

affect the apportionment of seats in the House of Representatives.  Under the formula set out in 

the law, Texas will gain two more seats, while Oregon, Montana, Colorado, North Carolina, and 

Florida will each gain one additional seat.  California, Illinois, Michigan, Ohio, Pennsylvania, 

West Virginia, and New York will all lose one seat. 

• The changes are expected to favor Republicans beginning in 2022 because red-leaning 

states are gaining more net seats and because the GOP has more control in redrawing the 

new congressional maps. 

• The party of the incumbent president usually loses seats at the mid-term elections, but the 

new apportionment system will make it even tougher for the Democrats to hold their 

current slim majority in the House in 2022.  That will probably give the Biden 
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administration even more reason to try to push through ambitious legislation as soon as 

possible. 

 

U.S. Tax Policy:  As President Biden prepares to lay out his next economic initiative this week, 

including tax hikes to help pay the bill, Director of the National Economic Council Brian Deese 

yesterday said there is no evidence that capital gains tax rates had any “significant impact” on the 

level of U.S. investment or economic growth over the last 30 to 40 years.  However, he justified 

the proposal to hike capital gains taxes as a way to improve fairness in the tax system, while 

Biden’s spending programs boost labor force participation and enhance national economic 

competitiveness. 

• According to Deese, one key reason for the lack of correlation between capital gains tax 

rates and investment is that much investment capital comes from pension funds, 

sovereign wealth funds, and other entities with little to no tax exposure. 

• Despite Deese’s effort to justify the tax hike, the administration continues to face 

resistance from both Republicans and some Democrats, which will ensure that Biden’s 

proposals will at least be watered down as they pass through Congress. 

 

U.S. Monetary Policy:  The Federal Reserve begins its latest two-day policy meeting this 

morning, with a decision scheduled to be released when the meeting ends tomorrow.  We don’t 

expect any change in the benchmark fed funds interest rate or the central bank’s massive asset 

purchases, but we will be closely watching the post-meeting press conference for clues about 

future policy changes. 

 

U.S. Labor Policy:  President Biden today will issue an executive order raising the minimum 

wage to $15 per hour for federal contractors starting in January 2022.  The higher wages will 

also need to be enshrined in annual contract extensions, and they must be indexed to inflation.  

Even though Biden’s hike in the minimum wage across the broader economy has faltered, the 

move on federal contractors could help put pressure on private businesses to raise their wage 

rates or risk losing workers to firms working for the government.  Therefore, the proposal will 

probably feed into the recent concerns about rising costs and inflation, which boosted bond 

yields and created stock volatility earlier in the year. 

 

United States-Turkey:  Following President Biden’s official declaration that ethnic Armenians 

were subjected to genocide a century ago in what is now Turkish territory, Turkish President 

Erdogan said U.S.-Turkish relations have sunk to a new low.  However, he stopped short of 

outlining any retaliatory steps and instead reiterated his desire to work with the U.S., signaling 

concern that escalating tensions further could harm Turkey’s economy. 

 

United States-Iran:  According to the U.S. Navy, three small boats belonging to Iran’s elite 

Islamic Revolutionary Guards Corps swarmed and harassed two Navy ships for three straight 

hours in the Persian Gulf early this month.  It was the first such incident since April 2020. 

• U.S. officials are unsure to what degree such incidents are directed by Tehran or launched 

by rogue ship commanders working for the IRGC and taking their own initiative. 

• Over the weekend, a leaked tape surfaced in which Iran’s foreign minister, Mohammad 

Javad Zarif, was heard saying that the IRGC often sabotaged Tehran’s efforts, taking 
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matters into their own hands over the concerns of the country’s foreign ministry or 

government. 

 

COVID-19:  Official data show confirmed cases have risen to 147,986,651 worldwide, with 

3,123,358 deaths.  In the United States, confirmed cases rose to 32,125,970, with 572,701 deaths.  

Vaccine doses delivered in the U.S. now total 290,692,005, while the number of people who 

have received at least their first shot totals 140,969,663.  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 56,000 yesterday, but they 

remained below both the seven-day moving average of 58,164 and the 14-day moving 

average of 62,807.  New deaths related to the virus totaled 466.  Meanwhile, as the 

nation’s mass vaccination program continues, some 42.5% of U.S. residents have now 

received at least one inoculation shot, and 28.9% are considered fully vaccinated. 

• France’s Sanofi (SNY, $51.87) signed a deal to help manufacture as many as 200 million 

doses of the vaccine from Moderna (MRNA, $177.61) starting in September.  According 

to the firm, Sanofi will fill vials and finish packaging for the Moderna vaccine at a Sanofi 

plant in New Jersey, and finished doses of vaccine will be for the U.S. supply. 

• Amid progress against the pandemic, New York Governor Cuomo issued orders to 

further open up his state’s economy.  Offices in the state will be allowed to operate at 

75% of capacity beginning May 15, while casinos and gambling facilities will be able to 

move to 50% of their capacity.  Gyms and fitness centers outside New York City will be 

permitted to operate at 50%.  Outdoor spectator events—both sports and entertainment—

will be allowed to perform at 33% of capacity. 

• In California, Governor Newsome will face a recall election over his strict pandemic 

lockdown policies after the Secretary of State’s office confirmed that a petition to force 

the election received more than enough signatures. 

• Despite EU leaders’ preference for a coordinated approach, several European countries 

(including France, Italy, Croatia, and Greece) are working on plans to permit tourists 

from the U.S. as early as this summer, provided they can show proof of vaccination or a 

fresh molecular test showing no COVID-19 infection.  Given their reliance on tourism, 

some European countries could see a quick improvement in their economic performance 

if they can lure in large numbers of visitors from the U.S. 

• Amid the slow vaccine rollout in Japan, even as cases surge ahead of the Olympic Games 

planned for Tokyo this summer, the government has finally gotten around to authorizing 

medically licensed Self-Defense Force personnel to help give vaccine shots. 

• As India reported a single-country, single-day record of 352,991 new infections yesterday 

and hospitals around the country appeared on the brink of collapse, President Biden said 

the U.S. would send it millions of doses of the vaccine from AstraZeneca (AZN, $52.37), 

as well as oxygen and other items in short supply.  Besides the obvious humanitarian 

https://www.nytimes.com/live/2021/04/27/world/covid-vaccine-coronavirus-cases
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
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reasons, the move marks a stark effort by the U.S. to counter the “vaccine diplomacy” 

that China and Russia have been pursuing for months with their own vaccines. 

• Although the Biden announcement might have been a shot in the arm for the AstraZeneca 

vaccine (pardon the pun), it actually revealed yet another problem with the shot.  People 

familiar with the plans said the promise to deliver the vaccine doses within “weeks” 

rather than “days” reflected manufacturing hiccups at a contract manufacturer’s plant in 

Baltimore.   

• The Brazilian federal health regulator has rejected importing Russia's Sputnik V vaccine 

after technical staff pointed to "inherent risks."  They said there was a lack of information 

guaranteeing its safety, quality, and effectiveness. 

 

Economic and Financial Market Impacts 

• According to mobile phone data from analytics firm Placer.ai, traffic at a representative 

sample of 50 malls in March was up 86% from the same month last year.  While that foot 

traffic was still 24% lower than in March 2019, mall owners suggest that their business 

has turned a corner, driven by factors such as mass vaccinations, looser pandemic 

restrictions, and federal stimulus checks.  If such data continues to accumulate, it will 

help validate the rosy forecasts for a quick economic rebound that have helped buoy risk 

assets this year. 

• An analysis of Census Bureau data by the Wall Street Journal shows women thrown out 

of the labor force because of the pandemic are getting back into it more slowly than men, 

likely because of factors such as limited access to child care, a lack of attractive jobs, the 

demands of home and virtual schooling, and health concerns. 

• Reflecting ongoing concerns about inflation as the economy reopens from the pandemic 

and continues to receive lots of fiscal and monetary stimulus, demand remains high for 

Treasury Inflation-Protected Securities (TIPS). 

 

U.S. Policy Response 

• The SBA announced that restaurants, bars, and other food-service businesses will be 

allowed to apply for the aid from the Restaurant Revitalization Fund, part of last month’s 

$1.9 trillion pandemic relief plan, beginning on May 3. Grant recipients will be eligible to 

receive funding equal to their pandemic-related revenue loss, up to $10 million per 

business, although any single physical location can receive no more than $5 million. 

 

U.S. Economic Releases  

Strong demand pushed home prices higher in February.  The FHFA Home Price Index rose 0.9% 

from the prior month compared to expectations of 1.0%.  The S&P CoreLogic 20-City Index 

rose 1.2% from the prior month compared to expectations of 1.1%.  The S&P CoreLogic 

National Index rose 1.1% from the previous month. 

 

https://www.ft.com/content/8b6128fa-127d-4cdb-9ea2-900ec5abb013
https://www.rferl.org/a/russia-sputnik-coronavirus-vaccine-brazil/31224706.html
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The chart above shows the annual change in both the S&P CoreLogic 20-City and National 

Index. The 20-City Index rose 11.9% from the prior year, while the U.S. National Index rose 

12.0%. 

 

The table below lists the domestic releases scheduled for the rest of the day. 

 

EDT Indicator Expected Prior Rating

10:00 Conf. Board Consumer Confidence m/m Apr 113.0 109.7 ***

10:00 Conf. Board Present Situation m/m Apr 110.0 **

10:00 Conf. Board Expectations m/m Apr 109.6 **

10:00 Richmond Fed Manufact. Index m/m Apr 22.0 17.0 *

Economic Releases

No speakers or events scheduled

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

Japan BOJ CPI Current Forecast q/q 2Q 0.1% -0.5% * Equity and bond neutral

BOJ CPI Current Forecast +1 q/q 2Q 0.8% 0.5% * Equity and bond neutral

BOJ CPI Current Forecast +2 q/q 2Q 1.0% 0.7% * Equity and bond neutral

BOJ GDP Current Forecast q/q 2Q 4.0% -5.6% * Equity and bond neutral

BOJ GDP Current Forecast +1 q/q 2Q 2.4% 3.9% * Equity and bond neutral

BOJ GDP Current Forecast +2 q/q 2Q 1.3% 1.8% * Equity and bond neutral

China Industrial Profits y/y Mar 92.3% ** Equity and bond neutral

Australia ANZ Roy Morgan Consumer Confidence w/w 25-Apr 112.4 114.0 ** Equity and bond neutral

EUROPE

Italy Consumer Confidence Index m/m Apr 102.3 100.9 101.8 *** Equity bullish, bond bearish

Manufacturing Confidence m/m Apr 105.4 101.2 102.1 *** Equity bullish, bond bearish

Economic Sentiment m/m Apr 97.3 93.9 *** Equity and bond neutral

France Total Jobseekers q/q 1Q 3560.6k 3574.3k ** Equity and bond neutral

UK CBI Retailing Reported Sales m/m Apr 20.0 -45.0 10.0 ** Equity and bond neutral

CBI Total Dist. Reported Sales m/m Apr 30.0 -28.0 ** Equity and bond neutral

AMERICAS

Brazil FGV CPI IPC-S w/w 22-Apr 0.4% 0.7% 0.5% *** Equity and bond neutral

Current Account Balance m/m Mar -$3970m -$2326m -$2700m ** Equity and bond neutral

Foreign Direct Investment m/m Mar $6864m $9007m $7200m * Equity and bond neutral

Trade Balance Weekly w/w 25-Apr $2719m $3004m ** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 23-Apr 63.5 63.6 ** Equity and bond neutral

Mexico Economic Activity IGAE y/y Feb -5.1% -5.4% -4.1% *** Equity bearish, bond bullish  
 

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 18 0 Up

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

TED spread (bps) 18 16 2 Up

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

10-yr T-note (%) 1.58 1.57 0.01 Neutral

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

EUR/USD 3-mo swap (bps) 4 4 0 Down

Currencies

dollar Up Down

euro Down Up

yen Down Up

pound Flat Up

franc Flat Up

Central Bank Action Prior Expected

BOJ Policy Balance Rate -0.100% -0.100% -0.100% Tightening

BOJ 10-Yr Yield Target 0.000% 0.000% 0.000% 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. 
 



 

 

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

www.confluenceinvestment.com 

 7 

Price Prior Change Explanation

Brent $65.90 $65.65 0.38%

WTI $62.22 $61.91 0.50%

Natural Gas $2.80 $2.79 0.39%

Crack Spread $20.25 $20.12 0.63%

12-mo strip crack $18.56 $18.45 0.58%

Ethanol rack $2.52 $2.49 0.98%

Gold $1,781.89 $1,781.38 0.03%

Silver $26.26 $26.23 0.12%

Copper contract $449.60 $444.45 1.16%

Corn contract $674.00 $657.50 2.51%

Wheat contract $755.75 $739.50 2.20%

Soybeans contract $1,556.50 $1,539.25 1.12%

Baltic Dry Freight 2808 2788 20

Actual Expected Difference

Crude (mb) -1.0

Gasoline (mb) -0.4

Distillates (mb) -1.0

Refinery run rates (%) 0.20%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

the country, with cooler temperatures on the West Coast.  The forecast calls for wetter than 

normal conditions in the North Central and Northeast regions. 
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Data Section 
 

U.S. Equity Markets – (as of 4/26/2021 close) 
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Utilities

Healthcare

Industrials
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Technology

Materials

Energy

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 4/26/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

US High Yield

Emerging Markets ($)

Emerging Markets (local currency)

Foreign Developed ($)

Foreign Developed (local currency)

Large Cap

Commodities

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 23, 2021 
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P/E as of 4/22/2021 = 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. 


