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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: June 7, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

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

closed down 0.3%.  Chinese markets closed higher, with the Shanghai Composite up 0.2% from 

its prior close and the Shenzhen Composite up 0.3%.  U.S. equity index futures are signaling a 

flat open.  With 494 companies having reported, the S&P 500 Q1 2021 earnings stand at $49.10, 

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

2020 earnings.  Thus far this quarter, 87.2% of the companies have reported earnings above 

forecast, while 11.2% 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 (5/24/2021): Taiwan and the Risk of Deglobalizing the 

World’s Semiconductor Industry: Part I 

• Weekly Energy Update (5/27/2021): we look at the “greening” of the supermajors and the 

IEA report 

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

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

• Asset Allocation Weekly (6/4/2021): we discuss the outlook for the U.K. over the next 

few years (no associated podcast and chart book this week)   

• Confluence of Ideas podcast (4/30/2021): “The U.S.-China Balance of Power: Part II” 

 

Good morning, and happy Monday!  In the wake of Friday’s rally, U.S. equity futures are mostly 

steady this morning.  Our coverage begins with a look at the G-7 agreement to set a minimum 

corporate tax.  Up next is the president’s trip to Europe.  There were three major elections over 

the weekend; we look at the outcomes.  Economics and markets are next, with a look at 

cryptocurrencies and Treasury Secretary Yellen’s comments about rising interest rates.  China 

news is next.  Technology news follows, and we close with pandemic coverage. 

 

The G-7:  Corporate taxes are an area of contention in public finance economics.  Two broad 

theoretical problems are in play.  First, there is the problem of incidence, which is the economic 

word for “who pays?”  If firms were fully profit maximizers, corporate profits are paid by the 

firm.  However, in real life, firms don’t always maximize profits in a given time frame.  They 

may reduce profits today through research and development spending or by increasing worker 

training.  If firms don’t always maximize profits, then the incidence may fall on consumers (via 
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higher prices) or on workers (through lower wages).  In practice, it appears that the corporate tax 

incidence eventually is paid by others, which has created a vocal group of economists who argue 

it should be abolished.  That leads to the second issue, which is the question of ownership, or put 

another way, what is a corporation anyway?  Legally, we treat a corporation as if it were a 

person, but that’s a bit silly.  A corporation is more of a legal construct that someone owns.  

Since that owner almost certainly is a person, the earnings that corporation produces eventually 

go to that owner…who is also taxed as a person.  Now, if there were no corporate tax, earnings 

could be retained indefinitely and no tax would ever be paid by a person, but, as we see with 

dividends, they are taxed twice in the U.S.  In other words, the corporate tax often ends up being 

a second tax on an individual who is a beneficial owner. 

 

Complicating matters further is the globalization of business.  Firms have become remarkably 

adept at moving earnings to low-tax states and reducing the corporate tax.  In the U.S., we see a 

“race to the bottom” on state and local taxes as these entities try to attract businesses to locate in 

a certain area.  This activity occurs at the international level, too.  A solution for state and local 

governments would be to agree to a minimum level of local and state taxes to remove the 

incentive for businesses to shop for lower taxes; this is also a solution at the international level.  

Over the weekend, the G-71 nations agreed on a minimum corporate tax rate of 15% and would 

tax them based on activity in each nation and not on where the profits are booked.  Is this a big 

deal?  Yes, but it’s not too big.  None of the seven nations in this group is a tax haven, like 

Ireland, for example.  Selling the idea within these nations won’t be easy, but it pales in the 

difficulties in expanding the minimum’s reach.  France, Germany, and Italy would be on board 

with this idea, but other nations within the EU won’t.  Broadening out to the OECD will be even 

more difficult.  There have been proposals among U.S. state and local governments to do 

something similar, but the temptation to defect from the agreement to attract a business is hard to 

overcome.  So, this is an important development, but it’s also too early to start expecting lower 

after-tax earnings from this deal. 

 

Off to Europe:  President Biden is making a trip to the EU this week.  There is great fanfare 

about uniting the world’s democracies.  However, the underlying reality is that Europe isn’t that 

important to the U.S. anymore (China is a much bigger issue), and if the U.S. is going to become 

a proper empire, it means we do less of the dirty work while making allies do more.  The U.S. 

hegemonic model from the Cold War was designed to contain the Soviets, so we made it 

attractive to work with the U.S. by providing security for low cost and allowing nations to run 

large trade surpluses with America.  Those days, regardless of who occupies the White House, 

are over, and the world will either (a) have a world without a hegemon, a G-0 world, which 

history says is a world at war, or (b) a more traditional hegemon that is disliked, feared, and 

obeyed.  Our position is that option “a” is the more likely outcome, but we cannot say, with 

certainty, that a “b” outcome isn’t impossible.  For Europe, which dominated the world for 

centuries, both outcomes are attractive.  Either they will face the tender mercies of Russia and 

China on their own or be directed by the U.S. to do what Washington wants.  Europe wants a 

return to the Cold War policies; that outcome isn’t politically feasible anymore in the U.S.  We 

expect lofty sentiments, but the reality is that the EU will be spending more on defense, and it 

will again face the internal dissension within Europe on its place in the world. 

 
1 U.S., U.K., Canada, France, Germany, Italy, and Japan. 

https://www.washingtonpost.com/us-policy/2021/06/05/g7-tax-us-yellen/?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%2F334a8fa%2F60bd98d69d2fdae302730c6b%2F596b53f6ae7e8a44e7d597a3%2F13%2F65%2F60bd98d69d2fdae302730c6b
https://www.politico.eu/article/g7-seals-breakthrough-deal-to-tax-global-companies/
https://www.nytimes.com/2021/06/05/us/politics/g7-global-minimum-tax.html?smid=url-share
https://www.nytimes.com/2021/06/06/business/economy/yellen-global-tax-rate.html?smid=url-share
https://www.wsj.com/articles/a-g-7-deal-on-a-global-minimum-tax-for-companies-faces-hurdles-11623016756?st=mlhyofhv8pszhbu&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/a-g-7-deal-on-a-global-minimum-tax-for-companies-faces-hurdles-11623016756?st=mlhyofhv8pszhbu&reflink=desktopwebshare_permalink
https://www.ft.com/content/95dd0c00-7081-4890-bcef-b9642312db4d?emailId=60bda3f4f953bd00047ff2e6&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/95dd0c00-7081-4890-bcef-b9642312db4d?emailId=60bda3f4f953bd00047ff2e6&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.washingtonpost.com/opinions/2021/06/05/joe-biden-europe-trip-agenda/?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%2F334a8f9%2F60bd98d69d2fdae302730c6b%2F596b53f6ae7e8a44e7d597a3%2F12%2F65%2F60bd98d69d2fdae302730c6b
https://www.washingtonpost.com/opinions/2021/06/05/joe-biden-europe-trip-agenda/?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%2F334a8f9%2F60bd98d69d2fdae302730c6b%2F596b53f6ae7e8a44e7d597a3%2F12%2F65%2F60bd98d69d2fdae302730c6b
https://www.politico.com/amp/news/magazine/2021/06/04/biden-administration-europe-focus-491857?__twitter_impression=true&utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.politico.com/amp/news/magazine/2021/06/04/biden-administration-europe-focus-491857?__twitter_impression=true&utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.ft.com/content/e4c7df1a-5048-4cf1-8a2d-c9a2d721ba92
https://www.nytimes.com/2021/06/06/world/europe/biden-nato-eu-trump.html?smid=url-share
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Election special:  Germany and Mexico held local elections, and Peru had its presidential runoff. 

• Germany holds national elections in September, and with Merkel retiring, there is 

uncertainty about who will be in power in the wake of the vote.  In the last local election 

before the national polls, voters in Saxony-Anhalt kept the CDU in power and reduced 

the influence of the AfD.  This outcome was a boost for the incoming CDU leader Armin 

Laschet; he is considered a lackluster campaigner, leading to worries about his leadership 

going into September’s election.  The win this weekend is good news for Laschet.   

• AMLO’s coalition, Morena, appears to have maintained its majority in the legislature but 

lost its supermajority in the lower house, meaning AMLO will be less likely to make 

changes to Mexico’s constitution.  Morena continues to dominate Mexico’s political 

situation, but the opposition was able to reduce AMLO’s power to some extent. 

• The Peru outcome is uncertain at this time.  Fujimori does hold a slim lead over Castillo, 

but it may be a few days before the outcome is determined.  The differences are stark; 

Fujimori is seen as conservative and business-friendly, while Castillo wants to push a 

hard-left agenda.   

 

 Economics and policy:  Yellen prepares the markets for tighter monetary policy, and 

cryptocurrencies continue to make news. 

• Although Janet Yellen no longer runs the Fed, her perch as Treasury Secretary is high 

profile.  She is usually painted as an uber-dove on policy, a characterization that isn’t 

really accurate.  She pressed Greenspan to tighten policy in the late 1990s when the 

economy was strong.  He demurred, arguing that productivity gains meant policy could 

remain easy.  Instead, we view Yellen as more of a left-of-center orthodox economist 

who believes in pre-emption in terms of monetary policy and would not advocate MMT.  

Note that in her support of the administration’s spending, she is also pushing for higher 

taxes.  Over the weekend, she made the argument that the Fed should support higher 

interest rates and inflation which would represent a “normalization” of the economy.  We 

see her point but note this normalization would not be welcomed by the financial 

markets. 

o One item to watch here is that it is not at all uncommon that when a party has 

been out of power, when they return to government, there is something of an “all-

star team” of policy people waiting to fill roles.  It is usually after a year or two a 

president begins to realize that he needs people to execute his ideas rather than to 

advise him on what to do.  It will be interesting to see if Biden continues with 

Yellen or moves to someone less orthodox down the road. 

• Cryptocurrencies are all the rage.  They are great for journalists—they are obscure in 

their origin, and the volatility means that headlines are easy to find.  But for investors, it’s 

caveat emptor.  The FTC says that $80 billion has been lost by investors in scams, and, as 

we will discuss later this month in an upcoming WGR series, it is the payment choice for 

organized crime.   

https://www.nytimes.com/2021/06/06/world/europe/germany-conservatives-election-Saxony-Anhalt.html?smid=url-share
https://www.politico.eu/article/germany-christian-democrats-cdu-dominate-saxony-anhalt-election-reiner-haseloff/
https://www.politico.eu/article/germany-christian-democrats-cdu-dominate-saxony-anhalt-election-reiner-haseloff/
https://www.ft.com/content/fb6928ee-906e-46b7-9b85-6be8d0665811?emailId=60bda3f4f953bd00047ff2e6&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/mexicans-vote-in-midterm-election-seen-as-referendum-on-populist-president-11622982436?st=patcz2hszy9d783&reflink=desktopwebshare_permalink
https://www.cnn.com/2021/06/07/americas/peru-election-intl-hnk/index.html
https://www.wsj.com/articles/perus-presidential-election-turns-into-referendum-on-free-market-model-11622894401?st=m54tffzi0863eaa&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/perus-presidential-election-turns-into-referendum-on-free-market-model-11622894401?st=m54tffzi0863eaa&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/articles/2021-06-06/yellen-says-higher-interest-rates-would-be-plus-for-u-s-fed?srnd=premium
https://www.bloomberg.com/news/articles/2021-06-06/yellen-says-higher-interest-rates-would-be-plus-for-u-s-fed?srnd=premium
https://www.wsj.com/articles/the-factors-driving-crypto-markets-boom-and-the-challenges-ahead-11621243809?st=vld7z1q4p7u7n7g&reflink=desktopwebshare_permalink
https://finance.yahoo.com/news/bitcoin-ethereum-doge-price-7-june-china-regulation-recovery-073652793.html
https://www.wsj.com/articles/crypto-frauds-target-investors-hoping-to-cash-in-on-bitcoin-boom-11623058380?st=ee3j39xtaeeszwr&reflink=desktopwebshare_permalink
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• We have been bullish on commodities as the world recovers from the pandemic.  Grain 

prices have been soaring, and soybean oil, used for both cooking and in biofuels, is on a 

tear.   

• Home prices are also strong, and price strength is spreading into modest homes and 

smaller towns.   

• Semiconductor chip shortages will crimp auto supply until mid-2022. 

• One factor roiling the labor markets is a growing reluctance to relocate.  There is some 

evidence that the pandemic has caused some reconsideration of priorities and leading 

some workers to decide to stay put.   

China:  Biden continues some of Trump’s China policies, Hong Kong has changed, and Beijing 

is cracking down on tech.   

• The media never seem to get the fact that policy is often shaped by circumstance.  A 

president may want to change things, but the reality is that conditions restrict choices.  As 

we noted above in the EU comments, Biden may be more polite to Europe than Trump, 

but the policy direction means that Europe can’t go back to the Cold War situation.  

China is a strategic competitor, and thus, there will be some level of consistency in 

policy.  For example, the U.S. expanded its blacklist on Chinese companies that have ties 

to China’s military.   

• For years, Hong Kong was seen as a capitalist haven in the Far East.  As Deng moved to 

expand China’s economy, the former British colony became a bridge to the rapid growth 

in China that still offered the “comforts” of a Western legal system and the freedoms that 

come with it.  That has all changed under Xi, and businesses are starting to realize that 

being in Hong Kong offers no special status.   

• Technology firms are facing increased regulatory threats around the world.  Their 

tendency toward monopoly market structures and their pervasive influence make them a 

target.  Beijing is moving quickly to bring these firms to heel. 

Technology:  Google (GOOG, USD, 2451.76) agrees to a fine, and Apple (APPL, USD, 125.89) 

faces scrutiny.    

• Google agreed to pay French regulators $270 million in fines over antitrust violations in 

terms of its advertising dominance.  In addition to the fine, it must also change its 

practices to allow for more competition in advertising.   

• Apple is holding its annual conference of software developers.  The company is facing 

increasing resistance to its App Store rules and fees.   

COVID-19:  The number of reported cases is 173,360,912 with 3,730,506 fatalities.  In the U.S., 

there are 33,363,364 confirmed cases with 597,631 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 371,520,735 doses of the vaccine have 

been distributed with 301,638,578 doses injected.  The number receiving at least one dose is 

170,833,221, while the number of second doses, which would grant the highest level of 

immunity, is 138,969,323.  The FT has a page on global vaccine distribution.  

https://www.wsj.com/articles/renewable-fuel-push-drives-soyoil-prices-to-record-high-11622980800?st=nonug8263gclte6&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/wild-housing-market-made-his-modest-home-a-hot-property-11622885400?st=wtwy2d7dnhnkzmd&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/wild-housing-market-made-his-modest-home-a-hot-property-11622885400?st=wtwy2d7dnhnkzmd&reflink=desktopwebshare_permalink
https://www.ft.com/content/04858089-fbe7-44f1-b096-8e705c664f8e?emailId=60bda3f4f953bd00047ff2e6&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/job-search-work-move-relocate-new-city-11622831065?st=h50wmb5oi5c6cpt&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-expands-blacklist-of-chinese-companies-banned-from-u-s-investment-11622741711?st=r8h2ecpwmu98n7r&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-expands-blacklist-of-chinese-companies-banned-from-u-s-investment-11622741711?st=r8h2ecpwmu98n7r&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/hong-kong-global-companies-leaving-protests-china-crackdown-11622998192?st=hwq3i4lojfsg3mk&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-tech-clampdown-is-spreading-like-wildfire-11622971802?st=hqobml7y7jap10y&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/french-regulator-fines-google-268-million-in-antitrust-settlement-11623054737?st=y2a32mejfikafnr&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/apples-annual-developer-conference-caps-a-tense-year-11623058201?st=kdc41qmd0o01xg6&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/apples-annual-developer-conference-caps-a-tense-year-11623058201?st=kdc41qmd0o01xg6&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/06/07/world/covid-vaccine-coronavirus-mask
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
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• The U.S. is sending vaccines to Taiwan, which has accused Beijing of conspiring to bar 

vaccine sales to the province.   

• The pandemic was declared over in Norway.   

• The U.K.’s reopening has become somewhat tentative as it deals with new strains of the 

virus.   

• The pace of vaccinations has slowed in the U.S., leading public health officials to 

circulate in temporary vaccination facilities.   

• Meanwhile, emerging economies are struggling to acquire vaccine doses.   

 

U.S. Economic Releases  

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

EDT Indicator Expected Prior Rating

15:00 Consumer Credit m/m Apr $20.500b $25.841b ***

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. 
 
Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Trade Balance m/m May $45.53b $42.85b $50.50b ** Equity bearish, bond bullish

Foreign Reserves m/m May $3221.8b $3198.18b $3215.00b * Equity and bond neutral

Japan Leading Index CI m/m Apr 103.0 102.5 102.9 *** Equity and bond neutral

Coincident Index m/m Apr 95.5 93.0 95.6 *** Equity and bond neutral

Australia ANZ Job Advertisements m/m May 7.9% 4.7% ** Equity bullish, bond bearish

Foreign Reserves m/m May A$62.1b A$61.5b * Equity bullish, bond bearish

EUROPE

Eurozone Sentix Investor Confidence m/m Jun 28.1 21.0 25.4 *** Equity bullish, bond bearish

Germany Factory Orders m/m Apr -0.2% 3.0% 0.5% ** 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. 

https://www.ft.com/content/815e8224-ac3f-4611-99e0-5e8f6bbf4a9a?emailId=60bda3f4f953bd00047ff2e6&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/f47c2b96-d3d9-4bfc-ab51-c1b5f2153f3a?emailId=60bda3f4f953bd00047ff2e6&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.nytimes.com/2021/06/05/world/europe/us-covid-vaccines.html?smid=url-share
https://www.washingtonpost.com/health/2021/06/06/vaccination-rates-decline-us/
https://www.washingtonpost.com/health/2021/06/06/vaccination-rates-decline-us/
https://www.nytimes.com/2021/06/06/world/vaccine-coronavirus-global-stalls.html?smid=url-share
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Today Prior Change Trend

3-mo Libor yield (bps) 13 13 0 Up

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

TED spread (bps) 12 11 1 Neutral

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

10-yr T-note (%) 1.58 1.56 0.02 Neutral

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

EUR/USD 3-mo swap (bps) 3 2 1 Down

Currencies Direction

dollar Up Down

euro Down Up

yen Flat Up

pound Flat Up

franc Flat Up  
 

Commodity Markets 
 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 
 

Price Prior Change Explanation

Brent $71.54 $71.89 -0.49%

WTI $69.33 $69.62 -0.42%  

Natural Gas $3.09 $3.10 -0.29%  

Crack Spread $21.77 $21.89 -0.51%

12-mo strip crack $21.14 $21.25 -0.51%

Ethanol rack $2.66 $2.66 -0.05%

Gold $1,886.34 $1,891.59 -0.28%

Silver $27.65 $27.79 -0.53%

Copper contract $448.75 $452.90 -0.92%

Corn contract 698.50$       682.75$       2.31%

Wheat contract 699.00$       687.75$       1.64%

Soybeans contract 1,467.75$    1,435.50$   2.25%

Baltic Dry Freight 2438 2472 -34

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

the country, with cooler than normal temperatures in Florida and the West Coast.  The forecast 

calls for wet conditions throughout the Southeast, with dry conditions for the rest of the country. 
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Data Section 
 

U.S. Equity Markets – (as of 6/4/2021 close) 

 

  
0.0% 20.0% 40.0% 60.0%

Utilities
Consumer Discretionary

Consumer Staples
Technology
Healthcare

S&P 500
Communication Services

Industrials
Real Estate

Materials
Financials

Energy

YTD Total Return

-0.5% 0.0% 0.5% 1.0% 1.5% 2.0% 2.5%

Utilities

Real Estate

Materials

Financials

Healthcare

Industrials

Consumer Staples

Energy

Consumer Discretionary

S&P 500

Communication Services

Technology

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 6/4/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

US High Yield

Emerging Markets (local currency)

Emerging Markets ($)

Growth

Foreign Developed ($)

Large Cap

Foreign Developed (local currency)

Small Cap

Value

Mid Cap

Commodities

Real Estate

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), 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 

 

June 3, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 6/2/2021 = 24.7x

 
 

Based on our methodology,2 the current P/E is 24.7x, 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. 

 
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 (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. 


