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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 11, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

Europe, the EuroStoxx 50 is up 0.5% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 0.3%.  In contrast, Chinese markets closed lower, with the Shanghai Composite down 

0.6% from its prior close and the Shenzhen Composite also down 0.6%.  U.S. equity index 

futures are signaling a higher 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 (6/7/2021): Taiwan and the Risk of Deglobalizing the 

World’s Semiconductor Industry: Part II 

• Weekly Energy Update (6/10/2021): Oil majors are facing increasing investor pressure to 

reduce carbon output. 

• 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 (6/11/2021) (with associated podcast and chart book): we 

discuss the relationship between inflation expectations and actual inflation  

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

Good morning, all! U.S. equities appear to be headed for a higher open this morning. Today’s 

report begins with an update on the infrastructure spending negotiations and an in-depth analysis 

of the CPI report. International news follows, with reports of sanctions being lifted on Iran and 

the EU ramping up its crackdown on U.S. tech firms. Economics and policy news are up next, 

including the meeting between President Joe Biden and U.K. Prime Minister Boris Johnson. 

China news follows, and we close with our pandemic coverage. 
 

Infrastructure plan developments: A bipartisan group of 10 Senate Democrats and 

Republicans agreed to a $1.2 trillion infrastructure package over eight years. The package offers 

$579 billion in net new spending over that period, up from the more than $300 billion proposed 

by Senate Republicans in the previous week. The plan does not explicitly call for an increase in 

taxes; however, the proposal does allow for gas taxes to be indexed to inflation. The proposal 

appears to be a take-it-or-leave-it type of offer as it is unclear whether Senator Kyrsten Sinema 

(D-AZ) and Senator Joe Manchin (D-WV) will support an infrastructure package that isn’t 

bipartisan. At this time, it is unclear whether President Biden will agree to move forward with 

the proposal. Representatives from the White House seem to suggest that the president will likely 

push for additional changes to the bill. The gas tax provision is believed to be the president’s 
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http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_6_7_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_jun_10_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_June_11_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/bipartisan-group-of-senators-reaches-agreement-on-infrastructure-proposal-11623360255
https://thehill.com/homenews/administration/557927-white-house-briefed-on-bipartisan-infrastructure-deal-but-says
https://thehill.com/homenews/administration/557927-white-house-briefed-on-bipartisan-infrastructure-deal-but-says
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biggest source of tension as it would likely violate a pledge he made to not raise taxes on those 

making less than $400,000 annually.   
 

Along came inflation: According to the Bureau of Labor Statistics, consumer prices rose to a 

13-year high in May, surpassing the forecasts of most economists. The 5% year-over-year rise in 

the Consumer Price Index (CPI) has elevated concerns that inflation could be a sign of trouble 

within the economy. Here are a few takeaways we believe went unnoticed in the report:   
 

● The monthly change in the report suggests that the rise in prices is being distorted by 

increases in durable goods and travel services. The chart below compares the monthly 

change in headline CPI, core CPI, new vehicles, durable goods, airline fares, and used 

vehicles. These distortions appear to be pandemic-related. The price of airline fares is 

likely the result of increased tourism, while the increase in prices of durable goods can be 

attributed to rental car services restocking inventory after depleting their fleets during the 

pandemic. 
 

  
 

● Additionally, there are already signs of moderation in price pressures as several 

travel services have slowed down price increases.  
 

 

https://www.latimes.com/business/newsletter/2021-05-18/used-car-prices-high-shortage-covid-19-pandemic-business
https://www.latimes.com/business/newsletter/2021-05-18/used-car-prices-high-shortage-covid-19-pandemic-business
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● The rise in prices of perishable goods remains relatively modest, suggesting that 

consumer day-to-day goods may have avoided much of these pandemic-related 

inflationary pressures. 
 

 
 

All that being said, we are still monitoring inflation very closely. We have noticed that certain 

regions have been impacted by inflation more than others. However, we still maintain that these 

inflationary pressures will likely be temporary. If we are wrong, we suspect it will likely be 

related to ongoing supply chain issues from firms that outsource some of their goods abroad. 

Additionally, if the labor shortage persists, it could also have an impact on inflation. 
 

International news: U.S. lifts sanctions on Iran, EU proposes a fine, and Russia looks to help 

Iran. 

● The U.S. lifted some sanctions targeting Iran's energy sector on Thursday. The move 

highlights the easing of tensions between the two sides as the U.S. looks to reenter the 

nuclear pact. Although it isn’t clear whether there will be a new agreement, as nuclear 

talks have stalled, lessening tensions will make a deal more likely. 

● Russia is looking to provide Iran with its advanced satellite system. The new system will 

allow Iran to surveil its military targets from space.  

● Russia fined Facebook (FB, $332.46) and Telegram for not taking down content that it 

believed to be unlawful. 

● Amazon (AMZN, $3349.65) could face a $425 million fine from the European Union. 

The fine is in response to the company's data collection practices.  

● French President Emmanuel Macron stated that the Northern Ireland Protocol is non-

negotiable. The protocol has sparked protests within Northern Ireland as critics claim the 

protocol pushes the region closer to the European Union and away from the U.K.   
 

Economics and policy: U.S. not ready for another pandemic, leaders of the U.K. and U.S. meet, 

Puerto Rico is without power. 

https://www.ft.com/content/35c02c0a-2565-4f07-b40d-5510a4f0c12a
https://www.washingtonpost.com/national-security/iran-russia-satellite/2021/06/10/d28978f0-c9ab-11eb-81b1-34796c7393af_story.html
https://apnews.com/article/europe-russia-technology-government-and-politics-cea2b0203f13a2e6e17951f2eb570a31
https://www.marketwatch.com/story/amazon-may-face-425-million-fine-over-alleged-eu-privacy-violations-report-11623339505
https://www.theguardian.com/politics/2021/jun/10/macron-warns-johnson-nothing-is-negotiable-over-northern-ireland-protocol
https://www.theguardian.com/politics/2021/jun/10/macron-warns-johnson-nothing-is-negotiable-over-northern-ireland-protocol
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● A top official at the Centers for Disease Control and Prevention warned that the U.S. may 

not be ready for the next pandemic. CDC Principal Deputy Director Anne Schuchat 

stated that the agency needs additional funding to prevent a future crisis from taking 

place. 

● Congress is still working on a bill to bolster the semiconductor industry and send the 

China competitiveness bill to the White House. 

● Thousands of people in Puerto Rico are without power following a fire at an energy 

facility.  

● Three members of the panel of advisors resigned from the Food and Drug Administration 

on Thursday. The resignations follow the approval of a controversial Alzheimer’s 

treatment that went against the panel’s advice. The efficacy of the treatment has been a 

source of debate as critics argue there is not enough evidence to support the claim that it 

is effective in treating Alzheimer’s. 

● President Biden and U.K. Prime Minister Johnson met for the first time on Thursday. 

During the 90-minute meeting, the two discussed Northern Ireland, democracy, human 

rights, and trade. Afterwards, the two renewed the Atlantic Charter, in which the leaders 

pledged to counter influences of autocratic states. 

 

China:   

● China’s parliament pushed through a bill that would make it illegal for Chinese 

companies to comply with sanctions imposed by foreign governments. If made into law, 

it would allow Beijing to punish individuals and companies implementing these 

sanctions. The move will likely heighten tensions between China and the West and could 

accelerate the decoupling of the two sides.  

● China is gearing up to send its first crew to the country’s new space station.  

 

COVID-19:  The number of reported cases is 174,729,478 with 3,768,560 fatalities.  In the U.S., 

there are 33,426,302 confirmed cases with 598,716 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 372,830,865 doses of the vaccine have 

been distributed with 305,687,618 doses injected.  The number receiving at least one dose is 

172,423,605, while the number of second doses, which would grant the highest level of 

immunity, is 141,583,252.  The FT has a page on global vaccine distribution.   

● Leaders of the G7 countries are expected to announce a plan to vaccinate the world by the 

end of 2022. The countries plan to donate 100 million surplus doses over the next 12 

months. Additionally, the group is also looking to allocate $100 billion to developing 

nations in order to aid their recovery from the pandemic. 

● The Food and Drug Administration announced that it is going to authorize a six-week 

extension on the Johnson & Johnson (JNJ,$167.08) COVID-19 vaccine expiration date. 

The extension will give states additional time to figure out what to do with their surplus 

inventory. 

https://thehill.com/policy/healthcare/557925-top-cdc-official-warns-us-not-ready-for-next-pandemic
https://thehill.com/policy/healthcare/557925-top-cdc-official-warns-us-not-ready-for-next-pandemic
https://www.bloomberg.com/news/articles/2021-06-10/democrats-seek-path-through-house-for-competitiveness-chip-bill?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-06-10/democrats-seek-path-through-house-for-competitiveness-chip-bill?srnd=premium&sref=uIvt3NFS
https://www.nydailynews.com/news/ny-puerto-rico-blackout-20210610-lr3px6fk5ndvpaqjvoahjqvlc4-story.html
https://www.cnbc.com/2021/06/10/third-member-of-prestigious-fda-panel-resigns-over-approval-of-biogens-alzheimers-drug.html
https://www.wsj.com/articles/biden-johnson-to-meet-ahead-of-g-7-summit-in-u-s-u-k-relations-test-11623318427
https://www.nbcnews.com/politics/white-house/biden-johnson-sign-new-atlantic-charter-trade-defense-amid-covid-n1270282
https://www.ft.com/content/78883da1-ea26-45d6-9012-3c09d53aef42
https://www.ft.com/content/78883da1-ea26-45d6-9012-3c09d53aef42
https://thehill.com/policy/international/557919-china-preparing-for-first-crew-to-go-to-countrys-new-space-station
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
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://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://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
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://apnews.com/article/joe-biden-europe-africa-g-7-summit-coronavirus-pandemic-2a95a7f4da8f8899d3039ad3a46ddd31
https://www.nytimes.com/live/2021/06/10/world/covid-vaccine-coronavirus-mask
https://www.nytimes.com/live/2021/06/10/world/covid-vaccine-coronavirus-mask
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● The World Health Organization stated that it does not believe that African countries will 

be able to meet the 10% vaccination goal established by the agency. Failure to reach this 

goal could complicate efforts to end the pandemic. 

● Vaccination rates have slowed dramatically over the last few weeks as officials have 

struggled to convert shot skeptics. Many of the holdouts now attribute the receding 

pandemic as a reason to not get vaccinated. The slowing of vaccinations could make it 

harder for the country to achieve herd immunity. 

● The global death toll from the coronavirus this year is already higher than it was in 2020. 

The surge in COVID-19 deaths has primarily come from South America, Asia, and 

Africa. If not contained soon, this could mean that the virus will be a problem in 

developing countries for the foreseeable future. 

 

U.S. Economic Releases  

No major U.S. economic reports have been issued so far today.  The table below lists the 

economic releases scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

10:00 U. of Michigan Consumer Sentiment m/m Jun P 84.4 82.9 ***

10:00 U. of Michigan Current Conditions m/m Jun P 91.3 89.4 **

10:00 U. of Michigan Future Expectations m/m Jun P 78.7 78.8 **

10:00 U. of Michigan 1 Yr Inflation Expectation m/m Jun P 4.7% 4.6% *

10:00 U. of Michigan 5-10 Yr Inflation Expectation m/m Jun P 3.0% *

Economic Releases

No speakers or events scheduled

Fed Speakers or Events

 
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

add a paragraph below if any development merits further explanation. 
 

https://www.nytimes.com/2021/06/10/world/africa/africa-covid-vaccine-who.html
https://www.nytimes.com/2021/06/10/world/africa/africa-covid-vaccine-who.html
https://www.washingtonpost.com/health/2021/06/06/vaccination-rates-decline-us/
https://www.axios.com/coronavirus-vaccine-developing-countries-877f738e-1076-4421-bee2-62808ecd0d3b.html
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

New Zealand BusinessNZ Manufacturing PMI m/m May 58.6 58.3 *** Equity and bond neutral

South Korea Import Price Index y/y May 13.8% 15.3% * Equity and bond neutral

Export Price Index y/y May 12.3% 11.1% * Equity and bond neutral

India Industrial Production y/y Apr 134.4% 24.1% 120.6% *** Equity bullish, bond bearish

EUROPE

Germany Wholesale Price Index y/y May 9.7% 7.2% * Equity and bond neutral

Italy Unemployment Rate q/q 1Q 10.4% 10.0% 10.5% * Equity and bond neutral

UK Industrial Production y/y Apr 27.5% 3.6% 30.5% ** Equity bearish, bond bullish

Manufacturing Production y/y Apr 39.7% 4.8% 42.2% ** Equity bearish, bond bullish

Index of Services 3M/3M m/m Apr 1.4% -2.0% 1.3% * Equity and bond neutral

Trade Balance m/m Apr -£2935m -£1966m -£2500m ** Equity bearish, bond bullish

Visible Trade Balance m/m Apr -£10958m -£11710m -£11800m ** Equity and bond neutral

AMERICAS

Canada Capacity Utilization Rate q/q 1Q 81.7% 79.2% 80.5% ** Equity and bond neutral

Mexico Industrial Production y/y Apr 36.6% 1.7% 37.6% *** Equity and bond neutral

Manufacturing Production y/y Apr 52.0% 6.3% 53.2% * 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. 

 
Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 12 13 -1 Up

3-mo T-bill yield (bps) 2 2 0 Neutral

TED spread (bps) 10 11 -1 Up

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

10-yr T-note (%) 1.44 1.43 0.01 Neutral

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

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

Currencies

Dollar Up Down

Euro Down Up

Yen Down Up

Pound Down Up

Franc Down Up

Central Bank Action Prior Expected

Bank of Russia Key Rate 5.500% 5.000% 5.500% On forecast  
 

Commodity Markets 
 

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

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

Brent $72.83 $72.52 0.43%

WTI $70.62 $70.29 0.47%

Natural Gas $3.26 $3.15 3.59%

Crack Spread $21.27 $21.65 -1.73%

12-mo strip crack $20.96 $21.28 -1.49%

Ethanol rack $2.61 $2.62 -0.21%

Gold $1,889.08 $1,898.51 -0.50%

Silver $28.03 $27.99 0.14%

Copper contract $456.90 $448.50 1.87%

Corn contract $605.00 $616.50 -1.87%

Wheat contract $685.25 $689.75 -0.65%

Soybeans contract $1,442.50 $1,459.50 -1.16%

Baltic Dry Freight 2669 2481 188

Actual Expected Difference

Crude (mb) -5.2 -3.5 -1.7

Gasoline (mb) 7.0 1.2 5.8

Distillates (mb) 4.4 1.8 2.6

Refinery run rates (%) 2.60% 0.55% 2.05%

Natural gas (bcf) 98.0 99.0 -1.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

the entire western half of the nation, the upper Midwest, and southern Florida, with cool 

conditions in Texas and New England.  The forecast calls for wet conditions in Arizona and 

along the Gulf Coast, with dry conditions throughout the northern tier and into the Mississippi 

Valley. 
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Data Section 
 

U.S. Equity Markets – (as of 6/10/2021 close) 

 

  
0.0% 20.0% 40.0% 60.0%

Consumer Staples
Utilities

Consumer Discretionary
Technology
Healthcare

S&P 500
Industrials

Communication Services
Materials

Real Estate
Financials

Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0% 2.0%

Financials

Materials

Industrials

Energy

S&P 500

Consumer Discretionary

Communication Services

Consumer Staples

Utilities

Real Estate

Technology

Healthcare

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 6/10/2021 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 10, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 6/09/2021 = 24.7x

 
 

Based on our methodology,1 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. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q3 and Q4) and two estimates (Q1 and Q2). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


