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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: July 8, 2021—9:30 AM EDT] Global equity markets are lower this morning.  In 

Europe, the EuroStoxx 50 is down 2.0% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 2.2%.  Chinese markets were lower, with the Shanghai Composite down 0.8% from 

its prior close and the Shenzhen Composite down 0.5%.  U.S. equity index futures are signaling a 

lower open.   
 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Weekly Geopolitical Report (6/28/2021): The Mid-Year Geopolitical Outlook 

• Weekly Energy Update (7/1/2021):  Due to Independence Day, the DOE data is delayed 

by a day; the update will be published tomorrow. 

• Asset Allocation Q2 2021 Rebalance Presentation (5/20/2021): A video discussion of our 

asset allocation process, portfolio changes in Q2, and the macro environment 

• Asset Allocation Weekly (7/2/2021): We discuss how a weaker dollar may contribute to 

inflationary pressures (no associated podcast and chart book this week). 

• Confluence of Ideas podcast (7/7/2021): “The Geopolitics of Taiwan and the Issue of 

Globalization” 

 

Good morning.  The Ever Given, the ship that blocked the Suez Canal, has finally been allowed 

to set sail!  U.S. equity futures are sharply lower this morning.  There doesn’t appear to be an 

exact cause, but equities have been strong recently, and with uncertainty on the rise surrounding 

monetary and fiscal policy, some degree of caution makes sense.  As stocks decline, long-

duration Treasury yields continue their path lower.  Our coverage today begins with a recap of 

the Fed minutes.  There is an update on the situation in Haiti.  We also take a look at the U.S. 

response to the recent hacking events.  China news is up next, followed by the international 

roundup.  Economics and policy follow, with a tech discussion next, and we close with the 

pandemic update. 

 

The Fed:  The Fed minutes didn’t contain any major surprises.  But that doesn’t mean the report 

didn’t detail concerns.  There is a group on the FOMC that is pushing for removing stimulus.  

Throughout the report, there were comments from “district sources” that detailed the problems of 

hiring, supply bottlenecks, and other inflationary issues.  The regional presidents are hearing 

from their local boards that there are concerns about inflation pressures.  At the same time, 

members did note that the overall labor market has not fully recovered and questioned the idea of 
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tightening.  To some extent, the Fed is dealing with the Tinbergen problem1; it has one policy 

tool and divergent problems.  The inflation data and supply issues do support tightening, but the 

overall labor markets would argue for continued stimulus.  The issue probably comes down to 

the assessment of the future.  If the current bottleneck problems are temporary, the Fed should do 

nothing.  In other words, if logistical problems will be fixed with time, and if the labor markets 

become less strained as schools reopen and income support is withdrawn, tightening now would 

be like raising the policy rate due to the inflation caused by a weather event.  On the other hand, 

if the current logistical issues will be long-lasting, the Fed should tighten.  Housing is a good 

example; logic would suggest the problem in housing is on the supply side.  The industry, due to 

the disruption triggered by the Great Financial Crisis, has probably under built new housing units 

by 500,000 per year since 2008.  Removing stimulus to dampen home prices by reducing 

demand doesn’t solve the under-building problem.  If the Fed tightens by tapering, it runs the 

risk of a policy error and recent market action, especially the decline being seen in long-duration 

Treasuries, suggests worries of premature policy tightening.   

 

Haiti:  The turmoil continues.  As we noted yesterday, Haitian President Jovenel Moise was 

assassinated by unknown gunmen.  Security forces have killed four of the assailants and have 

arrested two others.  The country is currently being run by interim PM Claude Joseph, although it 

is unclear how much authority he has.  A state of emergency is in place.  It is still unclear who 

was behind the assassination.  There is a growing risk of civil unrest which may lead to increased 

emigration. 

 

The hack:  The problem with red lines is that if they are crossed, one must either respond or 

look weak.  Although there is no evidence that the Russian government was behind the recent 

Kaseya hack, it’s also obvious that these firms operate within Russia because they feel they are 

being protected.  President Biden threatened Russia if such support continued, and the recent 

hack is challenging that threat.  The president has been meeting with advisors to determine a 

response.  It is uncertain what the U.S. will do.  One area that clearly needs to be addressed is the 

paying of ransoms.  If the action did not involve money, the attacks would be less likely.  But as 

far as doing something against the Russian state, the actions are less obvious.  However, if 

something isn’t done, the president will look weak.   

 

China:  The U.S. confirms Taiwan policy, China cracks down on foreign IPOs, and LGBT 

groups are being restricted.   

• Kurt Campbell, the U.S. coordinator for the Indo-Pacific, recently participated in an Asia 

Society Policy Institute event.  A couple of notable comments emerged.  First, Campbell 

indicated the U.S. did not support Taiwan’s independence.  Second, he warned China 

against using force to unify the island with the mainland.  No big surprises here—this is 

an expression of U.S. policy since the late 1970s.  Recently, Japan warned that it would 

go to war against China if Beijing invaded Taiwan to reunify the island with the 

mainland.  As our recent WGR noted, China’s control of Taiwan is a significant 

geopolitical threat to Japan.  The Global Times warned Japan against such actions. 

 
1 Jens Tinbergen argued that a policy body needs an equal number of policy tools for each concern.  The problem 
develops when there are fewer tools than issues.   

https://www.wsj.com/articles/haiti-president-jovenel-moise-assassinated-at-home-official-says-11625654496?st=ft9ff6pro4xy35c&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/haiti-president-jovenel-moise-assassinated-at-home-official-says-11625654496?st=ft9ff6pro4xy35c&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/07/07/world/americas/haiti-president-killed.html?smid=url-share
https://www.ft.com/content/781475e8-caf6-45a2-960c-102efefc27eb?emailId=60e67847f60ecc000479c326&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/781475e8-caf6-45a2-960c-102efefc27eb?emailId=60e67847f60ecc000479c326&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/putin-tests-bidens-cyber-vow-11625676711?st=1qdrx4dw7piwuq8&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/07/06/technology/rnc-hacked-cyberattack-russia.html?smid=url-share
https://www.nytimes.com/2021/07/06/technology/rnc-hacked-cyberattack-russia.html?smid=url-share
https://www.nytimes.com/2021/07/02/technology/cyberattack-businesses-ransom.html?smid=url-share
https://www.nytimes.com/2021/07/07/us/politics/biden-ransomware-russia.html?smid=url-share
https://www.youtube.com/watch?v=on5brIIInrI
https://www.youtube.com/watch?v=on5brIIInrI
https://asia.nikkei.com/Politics/International-relations/Biden-s-Asia-policy/US-does-not-support-Taiwan-independence-Kurt-Campbell
https://www.theguardian.com/world/2021/jul/07/us-official-warns-china-against-catastrophic-move-on-taiwan
https://www.theguardian.com/world/2021/jul/07/us-official-warns-china-against-catastrophic-move-on-taiwan
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_5_10_2021.pdf
https://www.globaltimes.cn/page/202107/1228036.shtml


 

 

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

www.confluenceinvestment.com 

 3 

• The recent decision by Chinese regulators to interfere with Chinese firms launching IPOs 

in the U.S. continues to reverberate.  Regulatory authority over Chinese companies that 

list in the U.S. has been given to the Cyberspace Administration, a group created by 

General Secretary Xi.  The appointment will undermine the Chinese firms’ ability to use 

a decentralized regulatory structure to list in the U.S.  Firms tended to “regulator shop” to 

get favorable outcomes.  That path appears to have been cut off by this action.  

Regulators are also moving to end a practice where firms use Variable Interest Entities to 

list outside of China.   

• The Xi government is moving to restrict social media accounts of LGBT groups.  We 

suspect much of this is due to the usual Chinese worry about any organizing that occurs 

outside the scope of the CPC.  However, this action could trigger a response from the 

U.S. on the grounds of opposing discrimination.   

• As the Chinese economy slows, we are starting to see calls for stimulus in the form of 

reserve requirement cuts.   

International roundup:  The ECB loosens inflation policy, Zuma goes to jail, and Modi 

changes his government. 

• The results of the ECB policy review have been announced, and, no surprise, the bank 

will no longer look to keep inflation at 2% or below, but will tolerate some deviation 

above 2%.  The policy is a bit vague but looks similar to what the Fed did last year.   

• Former South African president Jacob Zuma has been taken into custody for refusing to 

appear before a corruption commission.  He will serve a 15-month sentence for contempt 

of court.   

• As India struggles with COVID-19 and threats to its northern border, PM Modi 

announced a massive cabinet reshuffle.  The new cabinet will expand to 77 ministers, up 

from the current 52.   

• Sweden avoided elections as Stefan Lofven has put together another majority, but only 

one with a margin of three seats.   

• Lithuania has reduced its diplomatic staff in Belarus, reflecting increased tensions.   

• Despite international protests, Nicaraguan authorities arrested more opposition figures in 

the runup to November’s elections.   

• As the U.S. withdrawals from Afghanistan, the professional class is starting to flee.   

Economics and policy:  New York considers changes to labor laws, and the corporate minimum 

tax may not pass Congress.     

• New York state is moving to weaken the rules regarding at-will employees.  The action 

would make it more difficult to fire workers.  Such rules usually end up discouraging 

hiring. 

• Although there has been progress on a global corporate minimum tax, it is still not certain 

that the proposal will pass the Senate.  Meanwhile, the U.S. is using the tax proposal to 

get EU nations to drop proposed digital services taxes, which targeted U.S. tech firms. 

https://www.wsj.com/articles/chinas-cyber-watchdog-to-police-chinese-overseas-listings-11625742254?st=90t0ntoyvdn9z0d&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-cyber-watchdog-to-police-chinese-overseas-listings-11625742254?st=90t0ntoyvdn9z0d&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/articles/2021-07-07/china-mulls-closing-loophole-used-by-tech-giants-for-u-s-ipos?sref=6ZE6q2XR
https://www.bloomberg.com/news/articles/2021-07-07/china-mulls-closing-loophole-used-by-tech-giants-for-u-s-ipos?sref=6ZE6q2XR
https://apnews.com/article/media-social-media-technology-e4d565c04b5683be1263a2d90befe494
https://www.whitehouse.gov/briefing-room/statements-releases/2021/06/25/president-biden-announces-u-s-special-envoy-to-advance-the-human-rights-of-lgbtqi-persons/
https://www.whitehouse.gov/briefing-room/statements-releases/2021/06/25/president-biden-announces-u-s-special-envoy-to-advance-the-human-rights-of-lgbtqi-persons/
https://www.reuters.com/world/china/chinas-cabinet-says-it-will-use-rrr-cuts-support-real-economy-2021-07-07/
https://www.reuters.com/world/china/chinas-cabinet-says-it-will-use-rrr-cuts-support-real-economy-2021-07-07/
https://www.ft.com/content/9964086d-922c-4b27-9cae-b54c369c519c
https://www.nytimes.com/2021/07/08/business/economy/european-central-bank-inflation.html?smid=url-share
https://www.nytimes.com/2021/07/08/business/economy/european-central-bank-inflation.html?smid=url-share
https://www.nytimes.com/2021/07/07/world/africa/jacob-zuma-arrested-south-africa.html?smid=url-share
https://www.washingtonpost.com/world/2021/07/07/jacob-zuma-arrest-south-africa/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F341a0b3%2F60e677479d2fda8060fc54ec%2F596b53f6ae7e8a44e7d597a3%2F24%2F58%2F60e677479d2fda8060fc54ec
https://www.washingtonpost.com/world/2021/07/07/jacob-zuma-arrest-south-africa/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F341a0b3%2F60e677479d2fda8060fc54ec%2F596b53f6ae7e8a44e7d597a3%2F24%2F58%2F60e677479d2fda8060fc54ec
https://www.bbc.com/news/world-asia-india-57746097?utm_source=Eurasia+Group+Signal&utm_campaign=53d36710c8-EMAIL_CAMPAIGN_2021_07_08_11_01&utm_medium=email&utm_term=0_e605619869-53d36710c8-134308033
https://www.bbc.com/news/world-asia-india-57746097?utm_source=Eurasia+Group+Signal&utm_campaign=53d36710c8-EMAIL_CAMPAIGN_2021_07_08_11_01&utm_medium=email&utm_term=0_e605619869-53d36710c8-134308033
https://www.politico.eu/article/stefan-lofven-sweden-prime-minister/?utm_source=Eurasia+Group+Signal&utm_campaign=53d36710c8-EMAIL_CAMPAIGN_2021_07_08_11_01&utm_medium=email&utm_term=0_e605619869-53d36710c8-134308033
https://urm.lt/default/en/news/lithuania-to-reduce-the-diplomatic-presence-of-belarus-in-the-country
https://www.politico.eu/article/belarus-expels-diplomats-as-ties-with-eu-crumble/
https://apnews.com/article/caribbean-europe-nicaragua-arrests-62024f38dd689557f07ae9855d643b7f
https://www.wsj.com/articles/a-generation-of-afghan-youth-afghanistan-american-troops-pullout-taliban-biden-11625667435?st=5qooopi7zm45rwt&reflink=desktopwebshare_permalink
https://www.ft.com/content/6719121f-1d75-4fae-94cf-1ae221556e8f
https://www.ft.com/content/950db44b-a4ab-426b-b5c8-99fb383cdca2?emailId=60e587e906b93500046a4d5d&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2#comments-anchor
https://www.ft.com/content/950db44b-a4ab-426b-b5c8-99fb383cdca2?emailId=60e587e906b93500046a4d5d&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2#comments-anchor
https://www.ft.com/content/3d4d5445-e8cf-4fd4-a553-3389459362c6?emailId=60e587e906b93500046a4d5d&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
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• The Biden administration is preparing to issue an executive order to address industry 

consolidation in railroads and shipping.  This action is another element of the changing 

environment for antitrust. 

• The EU has lifted its economic forecasts as vaccinations expand.  The EU expects 4.8% 

real GDP growth in 2021. 

• Although it hasn’t shown up in the official data yet, industry reports suggest that 

household borrowing is rising.  If rising borrowing becomes a trend, it will argue for 

tighter monetary policy.   

• A study in Iceland suggests that a four-day workweek did not adversely affect 

productivity.  

 

Technology:  Thirty-six states are suing Google (GOOG, USD, 2529.48) for anti-competitive 

practices tied to its app store.  This action is another element of the broader antitrust actions 

being taken against the tech industry. 

 

COVID-19:  The number of reported cases is 185,206,396 with 4,004,305 fatalities.  In the U.S., 

there are 33,771,942 confirmed cases with 606,220 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 383,068,740 doses of the vaccine have 

been distributed, with 331,651,464 doses injected.  The number receiving at least one dose is 

182,896,080, while the number of second doses, which would grant the highest level of 

immunity, is 157,908,171.  The FT has a page on global vaccine distribution.  

• The Chinese city of Ruili, which is on the border of Myanmar, has implemented 

lockdowns due to a rise in infections.   

• The CDC reports that the Delta variant is now dominant in the U.S.  This variant, which 

is more transmissible than earlier forms, has led Israel, which led the world in 

vaccinations, to re-institute some restrictions, such as requiring masks on public 

transportation.   

• Hospitals are increasingly mandating vaccinations and are facing resistance from 

employees.   

• Japan announced that the current state of emergency related to COVID-19 will be in 

place during the Olympics.  This action will likely restrict attendance at events.  

U.S. Economic Releases  
 

Jobless claims rose unexpectedly in the week ending July 3.  Initial claims came in at 373K 

compared to expectations of 350K.  The prior report was revised from 364K to 371K. 

Meanwhile, continuing claims for the week prior came in at 3,339K compared to expectations of 

3,350K. The previous report was revised from 3,469K to 3,484K.  

 

https://www.wsj.com/articles/biden-to-target-railroads-ocean-shipping-in-executive-order-11625736601?st=qi4jfzavcjb0ffu&reflink=desktopwebshare_permalink
https://www.politico.eu/wp-content/uploads/2021/07/07/Summer-2021-Economic-Forecast.pdf
https://www.politico.eu/wp-content/uploads/2021/07/07/Forecast-Tables_EN.pdf
https://www.politico.eu/wp-content/uploads/2021/07/07/Forecast-Tables_EN.pdf
https://www.wsj.com/articles/borrowing-is-back-as-sign-ups-for-auto-loans-credit-cards-hit-records-11625736601?st=jwk2ul2xjgkn9p8&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/borrowing-is-back-as-sign-ups-for-auto-loans-credit-cards-hit-records-11625736601?st=jwk2ul2xjgkn9p8&reflink=desktopwebshare_permalink
https://www.bbc.com/news/business-57724779
https://www.bbc.com/news/business-57724779
https://www.politico.com/news/2021/07/07/36-states-dc-sue-google-for-alleged-antitrust-violations-in-its-android-app-store-498622?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.washingtonpost.com/technology/2021/07/07/google-play-store-lawsuit/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F341a0ba%2F60e677479d2fda8060fc54ec%2F596b53f6ae7e8a44e7d597a3%2F34%2F58%2F60e677479d2fda8060fc54ec
https://www.nytimes.com/live/2021/07/08/world/covid-19-vaccine-coronavirus-updates
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
http://www.xinhuanet.com/english/2021-07/07/c_1310047250.htm
http://www.xinhuanet.com/english/2021-07/07/c_1310047250.htm
https://www.wsj.com/articles/delta-covid-19-variant-is-dominant-u-s-strain-cdc-data-show-11625695319?st=fil8ulr2qyzn8gr&reflink=desktopwebshare_permalink
https://www.ft.com/content/8c3ec364-e687-4daf-9442-e73065aa2649
https://www.wsj.com/articles/hospitals-pressure-employees-to-get-vaccinated-as-variants-spread-11625679735?st=7nnkozuur4ebfq7&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/tokyo-olympics-to-be-held-under-covid-19-state-of-emergency-11625733103?st=6ldqvyh8keih9lx&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/tokyo-olympics-to-be-held-under-covid-19-state-of-emergency-11625733103?st=6ldqvyh8keih9lx&reflink=desktopwebshare_permalink
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The chart above shows the four-week moving average of initial claims. The moving average fell 

from 394.75K to 394.50K. 
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The chart above shows the four-week moving average of continuing claims by region. The West 

has surpassed the Northeast region in continuing claims.  

 

The table below shows the domestic releases and Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

9:45 Langer Consumer Comfort w/w 4-Jul 55.1 **

13:00 Consumer Credit m/m May $18.000b $18.612b **

EST Speaker or event

9:20 Randal Quarles Speaks to Financial Stability Board during G20 U.S. Federal Reserve Vice Chairman for Supervision

12:00 Neel Kashkari Speaks at Townhall President of the Federal Reserve Bank of Minneapolis

District or position

Economic Releases

Fed Speakers or Events
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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 Bank Lending Incl Trusts y/y Jun 1.4% 2.9% ** Equity and bond neutral

Bank Lending Ex-Trusts y/y Jun 0.8% 2.2% ** Equity and bond neutral

BoP Current Account Balance m/m May -¥1979.7b -¥1321.8b -¥1807.2b ** Equity and bond neutral

Tokyo Avg Office Vacancies m/m Jun 6.19 5.90 *** Equity and bond neutral

Bankruptcies y/y Jun -30.64% 50.31% *** Equity and bond neutral

Eco Watchers Survey Outlook SA m/m Jun 47.6 47.6 49.5 ** Equity and bond neutral

Eco Watchers Survey Current SA m/m Jun 52.4 38.1 41.8 ** Equity and bond neutral

EUROPE

Germany Trade Balance m/m May 12.3 15.5b 15.1b *** Equity and bond neutral

Current Account Balance m/m May 13.1b 21.3b ** Equity and bond neutral

Switzerland Unemployment Rate m/m Jun 2.8% 3.1% 2.9% ** Equity and bond neutral

Russia Official Reserve Assets m/m Jun 591.5b 605.2b 597.0b ** Equity and bond neutral

CPI y/y Jun 6.5% 6.0% 6.4% ** Equity and bond neutral

CPI Core y/y Jun 6.6% 6.0% 6.3% *** Equity and bond neutral

AMERICAS

Brazil FGV Inflation IGP-DI m/m Jun 0.1% 3.4% 0.2% ** Equity and bond neutral

Vehicle Sales Anfavea m/m Jun 182453 188678 ** Equity and bond neutral

Vehicle Production Anfavea m/m Jun 166947 192843 ** Equity and bond neutral

Vehicle Exports Anfavea m/m Jun 33512 36974 *** Equity and bond neutral

Retail Sales y/y May 16.0% 23.8% 17.5% ** Equity and bond neutral

Retail Sales Broad y/y May 26.2% 41.0% 27.1% ** Equity and bond neutral

Canada Ivey Purchasing Managers Index SA m/m Jun 71.9 64.7 ** Equity bullish, bond bearish

Mexico Vehicle Exports m/m Jun 234394 242020 ** Equity and bond neutral

Vehicle Production m/m Jun 263955 241442 ** 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) 13 14 -1 Up

3-mo T-bill yield (bps) 4 5 -1 Neutral

TED spread (bps) 9 9 0 Neutral

U.S. Libor/OIS spread (bps) 9 9 0 Up

10-yr T-note (%) 1.26 1.32 -0.06 Neutral

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

EUR/USD 3-mo swap (bps) 6 6 0 Down

Currencies Direction

dollar Down Down

euro Up Up

yen Up Up

pound Down Up

franc Up 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 $72.72 $73.43 -0.97%

WTI $71.32 $72.20 -1.22%  

Natural Gas $3.57 $3.60 -0.67%  

Crack Spread $19.00 $18.86 0.75%

12-mo strip crack $18.95 $18.95 0.00%

Ethanol rack $2.51 $2.52 -0.36%

Gold $1,811.03 $1,803.63 0.41%

Silver $26.05 $26.14 -0.34%

Copper contract $425.25 $432.25 -1.62%

Corn contract $534.50 $531.00 0.66%

Wheat contract $625.50 $622.25 0.52%

Soybeans contract $1,327.75 $1,327.25 0.04%

Baltic Dry Freight 3241 3179 62

Actual Expected Difference

Crude (mb) -4.0

Gasoline (mb) 1.5

Distillates (mb) -0.9

Refinery run rates (%) 0.45%

Natural gas (bcf) 29.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

most of the country, with cooler temperatures expected in Texas, New Mexico, and surrounding 

areas.  The forecast calls for wetter-than-normal conditions in Texas, most of the Mississippi 

Valley, the Midwest, and Northeast regions.  Dry conditions are expected in the Pacific 

Northwest and the Northern Great Plains.  Meanwhile, Tropical Storm Elsa is makings its way 

through the Carolinas. 
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Data Section 
 

U.S. Equity Markets – (as of 7/6/2021 close) 
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These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

of the year-to-date and prior trading day total return.  Sectors are ranked by total return; green 

indicating positive and red indicating negative return, along with the overall S&P 500 in black. 

These charts represent the new sectors following the 2018 sector reconfiguration.  
 

Asset Class Performance – (as of 7/6/2021 close) 
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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), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

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 

 

July 8, 2021 
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P/E as of 7/07/2021 = 24.4x

 
 

Based on our methodology,2 the current P/E is 24.4x, down 0.4x from last week.  The decline in 

the multiple is due to the rotation to Q3.   

 
 

 

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
2 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q4 and Q1) and two estimates (Q2 and Q3). 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. 


