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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: February 18, 2021—9:30 AM EST] Global equity markets are lower this morning.   

The EuroStoxx 50 is down 0.3% from its last close.  In Asia, the MSCI Asia Apex 50 is down 

1.2% from the prior close. Chinese markets were mixed, with the Shanghai Composite up 0.6% 

from the prior close and the Shenzhen Composite down 0.4%.  U.S. equity index futures are 

signaling a lower open.  With 393 companies having reported, the S&P 500 Q4 earnings stand at 

$42.90, higher than the $37.94 forecast for the quarter.  The forecast reflects a 9.7% decrease 

from Q4 2019 earnings.  Thus far this quarter, 80.7% of the companies have reported earnings 

above forecast, while 15.8% have reported earnings below forecast.   

 

We have several recent multimedia offerings.  First, we have a new chart book recapping the 

recent changes we made to our Asset Allocation portfolios.  As we noted last week, we’ve also 

posted a new Confluence of Ideas podcast. We also have a new Asset Allocation Weekly, chart 

book, and podcast.  You can find all this research and more on our website. 

 

Good morning from St. Louis, where it is a balmy 14o!  The midsection of the U.S. all the way to 

Texas continues to deal with a vicious cold snap, which has affected the energy industry and chip 

makers, too.  Mercifully, it looks like the Arctic blast will dissipate by the weekend, with much 

warmer temperatures forecast for next week.  U.S equity futures are lower this morning as 

markets grapple with the steady rise in interest rates.  We discuss the Fed minutes and look at 

recent equity market activity and breakeven rates.  From there, we discuss policy and economics, 

highlighting the continued tussle between Australia and the tech industry.  Pandemic news 

follows.  We close with a roundup of international news.   

 

Fed minutes and markets:  In general, the comments from the recent FOMC meeting were 

rather upbeat, with the FOMC members arguing that fiscal stimulus measures, coupled with 

expected improvement in virus control, would lift economic growth over time.  Still, given the 

gap between current and full employment, monetary policy was projected to remain 

accommodative for the foreseeable future. 

 

In equity market action, we are seeing a “good news is bad news” trade, usually confined to 

bonds.  Yesterday, for example, we saw equity futures reverse, moving from green to red in the 

wake of the strong retail sales numbers.  Below are a couple of charts highlight what we are 

seeing.  First, the Atlanta FRB’s GDPNow forecast shows Q1 GDP coming in at a blowout 9.5% 

growth rate. 

 

 

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/quarterly-rebalance-chart-book/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/asset-allocation-weekly-february-12-2021/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/
https://www.wsj.com/articles/texas-winter-storm-strikes-chip-makers-compounding-supply-woes-11613588617?st=m96hwohnldu225x&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/texas-winter-storm-strikes-chip-makers-compounding-supply-woes-11613588617?st=m96hwohnldu225x&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/global-stock-markets-dow-update-02-18-2021-11613637593?st=tnd1lheok8n5t9d&reflink=desktopwebshare_permalink
https://www.ft.com/content/00c99cd2-7f9a-4a37-bb20-ce8d96f2527f
https://www.federalreserve.gov/monetarypolicy/files/fomcminutes20210127.pdf
https://www.wsj.com/articles/fed-officials-saw-easy-money-policies-remaining-in-place-11613588510?st=szsszha36oy9gnw&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/fed-officials-saw-easy-money-policies-remaining-in-place-11613588510?st=szsszha36oy9gnw&reflink=desktopwebshare_permalink
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(Source:  Atlanta FRB)  

 

Although we expect this estimate to decline (some of the retail sales yesterday were likely 

imported goods, for example), GDP is coming in much stronger than we expected. 

Second, the TIPS/T-note spread, the measure of inflation expectations, is now up to 2.2% 
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We have been looking at the relationship between equities and Treasury yields.  Although it 

wasn’t mentioned in the Fed minutes, we do expect the FOMC to eventually “sit” on Treasury 

yields, engaging in some form of yield curve control to prevent higher rates from adversely 

affecting the economy.  There are a lot of unknowns surrounding this decision.  The most 

immediate is whether the Fed will take this step outside of a crisis.  Another is what level of rates 

would trigger a reaction; our best estimate is around 2% on the 10-year Treasury.  It is important 

to note that rising yields are, in part, a function of economic recovery.  The fact that equities are, 
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at least so far, reacting adversely to better economic data suggests that accommodative monetary 

policy is the prime driver of equity values.  That may change in the coming weeks, but in the 

short run, it does suggest at least some degree of churn in equities.   

 

Policy and Economics:  Here are some of the highlights. 

• News Corp (NSWA, USD, 23.12) has reached an agreement with Google (GOOGL, 

USD, 2116.72) where the tech giant will begin paying the content provider for the news it 

publishes on its website.  So far, this agreement only affects Australia.  Google has been 

trying to get ahead of new regulations being considered in Australia, which would require 

platform aggregators to pay for the news they provide.  If this movement gains traction, it 

will be interesting to see if the aggregators begin selling subscriptions for readers to 

access content.   

• Meanwhile, in stark contrast, Facebook (FB, USD, 273.57) decided to strike back at 

Australia by blocking users in that country from sharing news.  Today, this decision 

prevented government health and emergency services from being accessed by the public.  

The blocked information was for vaccine distribution.  We will continue to watch this 

situation unfold, but this action by the company could turn into a public relations 

nightmare and lend credence to the company’s critics.   

• One policy proposal that has been circulating since the 1970s is universal basic income 

(UBI).  The idea is that citizens receive a regular stipend from the government.  It has 

received support from both the right and left.  The former likes it because it would end 

the government’s welfare infrastructure and more efficiently distribute aid, while the 

latter supports UBI because the left likes the idea of a permanent safety net.  However, it 

has its detractors.  The lack of targeting means those who don’t need the money get it 

anyway.  Those in the government’s welfare apparatus usually oppose it.  There are 

concerns about the policy adversely affecting work effort; studies of limited UBI 

programs mostly indicate that work effort isn’t dramatically affected, although that may 

not be the case on a large scale.  Andrew Yang ran for the Democratic Party presidential 

nomination on the policy.  For the most part, UBI remains a sort of policy curiosity for 

now. 

o However, there is a growing movement to create a type of UBI for kids, 

something of a mirror of Social Security.  President Biden has a plan to boost the 

child tax credit to $3,600 for children under six years of age and $3,000 for 

children 7-17.  Support would begin to phase out for couples earning $150,000 

per year.  Senator Romney (R-UT) has a plan to raise the credit even more, to 

$4,200 per child six and under, and match the president’s plan for older children.  

The phaseout is higher under Romney’s plan.  However, there is a twist in both 

plans.  Instead of the credit coming once a year when taxes are filed, the Social 

Security Administration would distribute the credit monthly, making the plan less 

of a tax credit and more of a child allowance.  In other words, this credit begins to 

look a lot like Social Security for kids (and their parents).   

o In general, Americans tend to prefer universal benefits.  Means-testing benefits 

are targeted and thus more efficient, but they can also project a stigma on 

https://www.ft.com/content/cec5d055-c2d1-4d5f-a392-a6343beb0b01
https://www.nytimes.com/2021/02/17/business/media/australia-google-pay-for-news.html?smid=url-share
https://www.nytimes.com/2021/02/17/technology/facebook-restricts-the-sharing-of-news-in-australia-as-google-says-it-will-pay-some-publishers.html?smid=url-share
https://www.ft.com/content/cac1ff54-b976-4ae4-b810-46c29ab26096
https://www.ft.com/content/cac1ff54-b976-4ae4-b810-46c29ab26096
https://www.wsj.com/articles/universal-basic-income-could-be-coming-for-kids-11613574528?st=mbanm4bjy9o1rpi&reflink=desktopwebshare_permalink
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recipients.  It also requires a bureaucracy to distribute and monitor recipients.  

This “kids UBI” program could have political legs.  The right will probably 

support it because it should help stabilize families, and the left will like the 

chance to reduce child poverty.   

• In the meantime, the establishment continues to press against populist policies: 

o Last year, California voters refused to pass Proposition 22, which would have 

given contract workers the rights of employees.  With that win, other firms are 

exploring the “gig” model to reduce their labor costs.   

o The Chamber of Commerce says that decoupling from China could cost 

thousands of jobs and billions of dollars of sales.  We tend to agree, but if the 

policy goal is to isolate China, this sort of outcome is probably unavoidable.   

• The U.S. will extend the mortgage foreclosure moratorium through the end of June.  The 

majority of those in forbearance are in the FHA loan guarantee program.   

• The CFTC has approved a binary event market platform from Kalshi, Inc., a privately 

held firm.  Decision markets have become more popular recently, and this could become 

a source of information about expectations surrounding various events.   

• The pandemic has accelerated trends that were already in place.  Work-from-home and 

streamlining procedures are part of these changes.  Economists worry that millions of 

jobs, most likely for less affluent households, will be adversely affected.   

• There has been an uptick in illegal immigrant crossings in what looks like expectations of 

less harsh immigration policy from the new administration.   

COVID-19:  The number of reported cases is 110,002,089 with 2,432,607 fatalities.  In the U.S., 

there are 27,827,801 confirmed cases with 490,717 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 72,423,125 doses of the vaccine have 

been distributed with 56,281,827 doses injected.  The number receiving a first dose is 

40,268,009, while the number of second doses, which would grant the highest level of immunity, 

is 15,471,536.  The Axios map shows marked declines in infection rates.    

 

Virology 

• One concern regarding the push for vaccines is that antiviral treatments have received 

less attention and funding.  Israel has been working on a treatment designed to tame the 

antibody response which can, in some cases, go into overdrive and make a COVID-19 

infection worse.  The drug, Allocetra, made by Enlivex Therapeutics (ENLV, USD, 

20.33) has shown promise in improving the recovery of severely ill patients.  If COVID-

19 becomes endemic, as we expect, having drugs to treat patients who contract the 

disease, even if inoculated, will be critical.  

• We are seeing the U.S. slowly extend the time frame for dealing with the pandemic.  

Earlier this week, President Biden suggested that enough vaccines will be available to all 

Americans by the end of July.  Although this is favorable news, having available vaccines 

is a far cry from having them in arms.  Production problems have plagued vaccine 

https://www.bloomberg.com/news/features/2021-02-17/gig-economy-coming-for-millions-of-u-s-jobs-after-california-s-uber-lyft-vote
https://www.bloomberg.com/news/features/2021-02-17/gig-economy-coming-for-millions-of-u-s-jobs-after-california-s-uber-lyft-vote
https://www.wsj.com/articles/decoupling-with-china-would-hurt-u-s-businesses-chamber-of-commerce-says-11613575803?st=hd6s4ksnroww5zy&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/decoupling-with-china-would-hurt-u-s-businesses-chamber-of-commerce-says-11613575803?st=hd6s4ksnroww5zy&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-administration-extends-covid-19-mortgage-relief-11613485250?st=sscs3witcuqdv6v&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/online-trading-platform-will-let-investors-bet-on-yes-or-no-questions-11613557800?st=3zfnplozgnl1wi5&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/road-to-recovery/2021/02/17/unemployed-workers-retraining/
https://www.washingtonpost.com/road-to-recovery/2021/02/17/unemployed-workers-retraining/
https://www.wsj.com/articles/number-of-immigrant-families-illegally-crossing-u-s-border-rises-to-pre-covid-19-levels-11613644201?st=0g1au2w18m88o5e&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/02/17/world/covid-19-coronavirus?campaign_id=51&emc=edit_MBE_p_20210218&instance_id=27229&nl=morning-briefing&regi_id=5677267&section=topNews&segment_id=51861&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://www.axios.com/coronavirus-cases-infections-vaccine-good-news-fa03d35c-c1d7-4877-b9ee-4e27adf781a9.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.medpagetoday.com/infectiousdisease/covid19/91198?xid=nl_covidupdate_2021-02-16&eun=g1633491d0r&utm_source=Sailthru&utm_medium=email&utm_campaign=DailyUpdate_021621&utm_term=NL_Gen_Int_Daily_News_Update
https://www.medpagetoday.com/infectiousdisease/covid19/91198?xid=nl_covidupdate_2021-02-16&eun=g1633491d0r&utm_source=Sailthru&utm_medium=email&utm_campaign=DailyUpdate_021621&utm_term=NL_Gen_Int_Daily_News_Update
https://www.timesofisrael.com/feeling-better-in-2-hours-covid-drug-for-critically-ill-starts-phase-3-trials/
https://www.timesofisrael.com/14-of-16-severe-covid-patients-in-trial-recover-with-experimental-israeli-drug/
https://www.nytimes.com/live/2021/02/16/world/covid-19-coronavirus/biden-suggests-vaccines-will-be-available-for-every-american-by-the-end-of-july
Here’s%20How%20COVID%20Vaccines%20Are%20Made%20—%20And%20Why%20We%20Can’t%20Just%20Start%20Making%20A%20Lot%20More%20Of%20Them%20https:/www.buzzfeednews.com/article/danvergano/covid-vaccines-supply-manufacturing
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producers; the latest bottleneck to emerge is a shortage of plastic bags used in bioreactors 

that produce the vaccines.   

• During the 1918 influenza pandemic, there was a notable decline in life expectancy.  We 

saw something similar last year due to COVID-19. 

• As vaccines are distributed, the potential for “vaccine passports” is rising.  Increasingly, 

industries that require face-to-face contact are beginning to consider proof of vaccination.   

• South Korea is accusing North Korea of using hacking to acquire information about 

vaccine formulation and production.   

• We continue to monitor cases of reinfection, especially related to mutations.  In South 

Africa and Brazil, there are reports of variants causing new infections in areas where 

infections were previously widespread.  Current vaccines appear to offer less effective 

protection.  Overall, this pattern fits our expectations that COVID-19 will move from 

pandemic to endemic over time, meaning that the disease is now part of our lives, similar 

to influenza. 

o Slow vaccine distribution in the emerging world will tend to foster new variants 

and prolong the pandemic. 

o South Africa has started to distribute the Johnson & Johnson (JNJ, USD, 165.66) 

vaccine to healthcare workers, even though the vaccine hasn’t been approved.   

o Cuba has developed its own vaccine and is preparing to produce it in quantity.  It 

may force tourists to take the vaccine.   

o Taiwan is accusing Beijing of blocking access to vaccines.   

• Evaluations of some patients who died of COVID-19 show very large cells, usually seen 

elsewhere in the body, in brain capillaries.  It is possible that reports of the virus causing 

“brain fog” may be caused by blockages.   

• The CDC is funding a new effort to track variants of the virus in the U.S. 

International news:  North Korea, Italy, Germany, and China were all in the news.  The latter, 

which usually has its own report, had a dearth of news due to the Lunar New Year. 

• The U.S. has accused North Korean hackers of conspiracy to steal more than $1.3 billion 

of cash and cryptocurrency.    

• Italy’s new PM, Mario Draghi, easily won a confidence vote, cementing his control of the 

new government.   

• Germany is hopeful that the new administration will reduce tensions over the Nord 

Stream 2 pipeline, the natural gas pipeline that will connect Germany with Russia.   

• As reported earlier this week, China is threatening to close off rare earth exports to the 

U.S.  Here are some background reports on rare earth elements.   

• One of the trends that developed during the Cold War was that each new administration, 

regardless of party, found itself with little room to maneuver regarding Soviet/U.S. 

relations.  The GOP, which tended to be more hardline, felt it couldn’t deviate or it 

would lose its identity, and the Democrats didn’t want to look “soft on the Soviets.”  We 

are beginning to see similar restrictions emerge on U.S./China relations.   

 

Here’s%20How%20COVID%20Vaccines%20Are%20Made%20—%20And%20Why%20We%20Can’t%20Just%20Start%20Making%20A%20Lot%20More%20Of%20Them%20https:/www.buzzfeednews.com/article/danvergano/covid-vaccines-supply-manufacturing
https://www.ft.com/content/b2f4f9cf-af80-428f-a198-2698ceb4c701?emailId=602d027cff923e0004943bcc&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.nytimes.com/2021/02/18/us/covid-life-expectancy.html?smid=url-share
https://www.theguardian.com/world/2021/feb/07/freedom-and-fairness-covid-vaccine-passport-plans-cause-global-unease
https://www.bbc.com/news/world-australia-55048438
https://www.nytimes.com/live/2021/02/16/world/covid-19-coronavirus/north-korea-has-tried-to-hack-its-way-to-a-vaccine-a-lawmaker-in-the-south-says
https://bnonews.com/index.php/2020/08/covid-19-reinfection-tracker/
https://www.medpagetoday.com/special-reports/exclusives/91240?xid=nl_mpt_DHE_2021-02-18&eun=g1633491d0r&utm_source=Sailthru&utm_medium=email&utm_campaign=Daily%20Headlines%20Top%20Cat%20HeC%20%202021-02-18&utm_term=NL_Daily_DHE_dual-gmail-definition
https://www.medpagetoday.com/special-reports/exclusives/91240?xid=nl_mpt_DHE_2021-02-18&eun=g1633491d0r&utm_source=Sailthru&utm_medium=email&utm_campaign=Daily%20Headlines%20Top%20Cat%20HeC%20%202021-02-18&utm_term=NL_Daily_DHE_dual-gmail-definition
https://www.ft.com/content/2eb05859-54c1-45b5-9058-fa50fa6ca7da?emailId=602dfa7ee797c80004d2434c&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/2eb05859-54c1-45b5-9058-fa50fa6ca7da?emailId=602dfa7ee797c80004d2434c&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/faltering-covid-19-vaccine-drive-in-developing-world-risks-prolonging-pandemic-11613557801?st=jddaok9sg2puydy&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/south-africa-rolls-out-j-j-covid-19-vaccine-to-healthcare-workers-11613564630?st=lpdw23nwk92jp1k&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/02/17/world/americas/coronavirus-cuba-vaccine.html?smid=url-share
https://www.ft.com/content/e08f9c59-4821-4ca4-ac2d-54c087b21900?emailId=602dfa7ee797c80004d2434c&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.medpagetoday.com/neurology/generalneurology/91246?xid=nl_mpt_DHE_2021-02-18&eun=g1633491d0r&utm_source=Sailthru&utm_medium=email&utm_campaign=Daily%20Headlines%20Top%20Cat%20HeC%20%202021-02-18&utm_term=NL_Daily_DHE_dual-gmail-definition
https://www.medpagetoday.com/neurology/generalneurology/91246?xid=nl_mpt_DHE_2021-02-18&eun=g1633491d0r&utm_source=Sailthru&utm_medium=email&utm_campaign=Daily%20Headlines%20Top%20Cat%20HeC%20%202021-02-18&utm_term=NL_Daily_DHE_dual-gmail-definition
https://www.nytimes.com/2021/02/17/health/coronavirus-variant-sequencing.html?smid=url-share
https://www.washingtonpost.com/national-security/north-korea-hackers-banks-theft/2021/02/17/3dccf0dc-7129-11eb-93be-c10813e358a2_story.html
https://f24.my/7Nji
https://www.ft.com/content/548067b9-2ff0-4a2a-94af-b74d763f4561?emailId=602da3deff923e00049444e8&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://www.ft.com/content/548067b9-2ff0-4a2a-94af-b74d763f4561?emailId=602da3deff923e00049444e8&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://www.ft.com/content/d3ed83f4-19bc-4d16-b510-415749c032c1
https://www.americangeosciences.org/critical-issues/faq/what-are-rare-earth-elements-and-why-are-they-important
https://fas.org/sgp/crs/natsec/R41744.pdf
https://www.nytimes.com/2021/02/17/business/economy/biden-china.html?smid=url-share
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U.S. Economic Releases  

For the week ending February 13, initial claims came in above expectations at 861K compared to 

estimates of 773K.  The prior month’s report was revised upward from 793K to 848K. 
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The chart above shows the four-week moving average for initial claims.  The moving average 

fell from 836.75K to 833.25K. 

Despite the uptick in initial claims, continuing claims continue their descent, coming in at 

4.494MM compared to expectations of 4.425MM.  The prior report was revised from 4.545MM 

to 4.558MM. 
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The chart above shows the four-week moving average of continuing claims by region.  The 

Northeast continues to see a rise in continuing claims. 
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Residential home construction fell for the first time in five months as the rise in COVID-19 cases 

may have slowed developments.  In January, housing starts came in at an annualized rate of 

1,580K, well below expectations of 1,660K.  The prior report was revised upward from 1,669K 

to 1,680K.  Despite the slowdown in construction, an increase in building permits likely signals 

that homebuilders are still optimistic.  Building permits came in at an annualized pace of 1,881K, 

well above expectations of 1,680K.  The prior report was revised downward from 1,709K to 

1,704K.   
 

 
 

The chart above shows the level of residential construction for single- and multi-family homes. 

Single-family homes came in at 1,162K, while multi-family homes came in at 416K. 
 

Trade conditions improved in the U.S. as a rise in export prices outweighed the import prices. 

The Import Price Index rose 1.4% from the prior month compared to expectations of 1.0%. 

Excluding petroleum, import prices rose 2.5% from the prior month compared to expectations of 

a 0.8% increase. 
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The chart above shows the ratio of export and import prices, also known as the Terms of Trade 

Index. 
 

Manufacturing activity slowed in the region overseen by the Philadelphia Fed; this may have 

been the result of rising COVID-19 cases slowing production.  The Philadelphia Business 

Outlook Index came in at 23.1, lower than the previous reading of 26.5.  
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The chart above shows the six-month moving average of the Philadelphia Business Outlook 

Index. 
 

The table below lists the domestic releases and Fed events scheduled for the rest of the day. 
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EDT Indicator Expected Prior Rating

9:45 Bloomberg Consumer Comfort m/m 14-Feb 44.9 ***

9:45 Bloomberg Economic Expectations m/m Feb 39.5 **

EST Speaker or event

10:00 Raphael Bostic Discusses Educational Inequality President of the Federal Reserve Bank of Atlanta

District or position

Economic Releases

Fed Speakers or Events

 
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

add a paragraph below if any development merits further explanation. 
 

Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Swift Global Payments CNY m/m Jan 2.42% 1.88% ** Equity and bond neutral

Japan Japan Buying Foreign Stocks w/w 12-Feb -¥23.8b -¥509.4b * Equity and bond neutral

Japan Buying Foreign Bonds w/w 12-Feb ¥477.1b ¥1027.5b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 12-Feb ¥330.1b ¥462.5b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 12-Feb -¥747.7b ¥589.1b * Equity and bond neutral

Tokyo Condominiums for Sale y/y Jan 0.071 0.152 ** Equity and bond neutral

Machine Tool Orders y/y Jan 9.7% 9.7% ** Equity and bond neutral

Australia Participation Rate m/m Jan 66.1% 66.2% 66.2% ** Equity and bond neutral

Employment Change m/m Jan 29.1k 50.0k 30.0k ** Equity and bond neutral

Unemployment Rate m/m Jan 6.4% 6.6% 6.5% ** Equity and bond neutral

Europe

Switzerland Exports Real m/m Jan 5.7% -6.4% ** Equity and bond neutral

Imports Real m/m Jan 1.4% -6.7% ** Equity and bond neutral

Swiss Watch Exports y/y Jan -11.0% -2.5% ** Equity and bond neutral

Russia CPI w/w 15-Feb 0.2% 0.2% ** Equity and bond neutral

AMERICAS

Brazil Trade Balance Weekly w/w 14-Feb $414m -$1152m ** Equity and bond neutral

FGV CPI IPC-S w/w 15-Feb 0.4% 0.4% 0.4% ** Equity and bond neutral

Canada CPI y/y Jan 1.0% 0.7% 0.9% ** 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. 
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Today Prior Change Trend

3-mo Libor yield (bps) 19 19 0 Down

3-mo T-bill yield (bps) 4 4 0 Neutral

TED spread (bps) 15 16 -1 Up

U.S. Libor/OIS spread (bps) 7 7 0 Up

10-yr T-note (%) 1.28 1.27 0.01 Neutral

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

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

Currencies Direction

dollar Down Down

euro Up Up

yen Up Up

pound Up Up

franc Up Up

Central Bank Action Current Prior Expected

RBA FX Transactions Government -A$431m -A$1283m On forecast

RBA FX Transactions Market A$406m A$1254m On forecast

RBA FX Transactions Other -A$3723m A$1534m On forecast

China 1-Yr Lending Rate 2.950% 2.950% Tightening   
 

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 $64.39 $64.34 0.08%

WTI $61.17 $61.14 0.05%

Natural Gas $3.26 $3.22 1.24%

Crack Spread $15.46 $15.16 1.95%

12-mo strip crack $15.99 $16.01 -0.11%

Ethanol rack $1.82 $1.81 0.26%

Gold $1,785.80 $1,776.13 0.54%

Silver $27.20 $27.38 -0.69%

Copper contract $391.40 $382.55 2.31%

Corn contract $547.25 $550.75 -0.64%

Wheat contract $646.25 $648.00 -0.27%

Soybeans contract $1,378.75 $1,384.75 -0.43%

Baltic Dry Freight 1756 1495 261

Actual Expected Difference

Crude (mb) -2.0

Gasoline (mb) 1.5

Distillates (mb) -1.6

Refinery run rates (%) 0.45%

Natural gas (bcf) 250.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

westward over the next few days.  In addition, the forecast calls for wetter than normal 

conditions in the northern region, with dry conditions expected for the rest of the country. 
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Data Section 
 

U.S. Equity Markets – (as of 2/17/2021 close) 

 

  
-10.0% 0.0% 10.0% 20.0% 30.0%

Consumer Staples
Utilities

Industrials
Healthcare

Materials
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S&P 500
Consumer Discretionary
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Real Estate
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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 2/17/2021 close) 

 

-5.0% 0.0% 5.0% 10.0% 15.0% 20.0%

US Corporate Bond

US Government Bond

Cash

US High Yield

Real Estate

Large Cap

Foreign Developed ($)

Foreign Developed (local currency)

Commodities

Mid Cap

Emerging Markets ($)

Emerging Markets (local currency)

Small 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 

 

February 18, 2021 
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P/E as of 2/17/2021 = 26.1x

 
 

Based on our methodology,1 the current P/E is 26.1x, up 0.1x 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 (Q2 and Q3) and two estimates (Q4 and Q1). 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. 


