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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 22, 2021—9:30 AM EDT] Global equity markets are generally higher this 

morning.  In Europe, the EuroStoxx 50 is up 0.2% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed down 0.8%.  Chinese markets were higher, with the Shanghai Composite up 

0.8% from its prior close and the Shenzhen Composite up 0.5%.  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 (6/21/2021): The Geopolitics of the Colonial Pipeline 

Ransomware Attack: Part II 

• Weekly Energy Update (6/17/2021): Hydrogen is gaining more attention and crude oil 

stockpiles continue to decline 

• 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 (6/18/2021) (with associated podcast and chart book): we 

discuss how “base effects” are affecting today's economic and financial data 

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

In today’s Comment, we open with the latest developments regarding U.S. monetary and fiscal 

policy.  We follow that with news on the growing push for tighter antitrust regulation–including 

in college sports!  We then cover various international developments before wrapping up with 

the latest on the coronavirus pandemic. 

 

U.S. Monetary Policy:  In testimony before Congress yesterday, Federal Reserve Chair Powell 

said job creation should improve, and inflation should moderate in the coming months, 

vehemently reiterating his message after the Fed’s policy meeting last week.  Separately, New 

York FRB Chief Williams agreed conditions were improving but backed Powell in asserting that 

they still are not at the point where policy should be tightened.  In contrast, Dallas FRB Chief 

Kaplan and St. Louis FRB Chief Bullard emphasized that the time is drawing nigh when the 

policymakers must consider tightening policy. 

• Overall, the flurry of statements reflects our view that Powell has lost full control of the 

Fed’s policymaking committee.  Pro-capital, establishment-oriented hawks like Bullard 

and Kaplan are striking out on their own to argue for a quicker response to inflation 

pressures. 

 

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/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_6_21_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_jun_17_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_June_18_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/economy-showing-sustained-progress-powell-says-11624307445?mod=hp_lead_pos6
https://www.wsj.com/articles/two-fed-officials-say-they-are-ready-to-weigh-stimulus-pullback-11624289475
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• This has already prompted the financial markets to react, as shown by the tightening yield 

curve and the accompanying tightening of market monetary conditions. 

• We expect it will be some time before the Fed ratchets back its asset purchases or 

formally hikes interest rates.  Indeed, there is even some political pressure building to 

support that idea.  Ahead of Powell’s testimony yesterday, Carolyn Maloney (D-NY), a 

senior member of the House Financial Services Committee, warned the Fed not to put the 

brakes on the economy too soon.  Nevertheless, the continued debate will probably serve 

to keep financial conditions somewhat tighter than they would be otherwise. 

 

U.S. Fiscal Policy:  White House officials will head to Capitol Hill today for a briefing on the 

status and details of the $1.2 trillion bipartisan infrastructure proposal being developed by the 

“Group of 20” senators.  The briefing marks a fresh push by President Biden to find a 

compromise with Republican lawmakers. 

• Sen. Rob Portman (R-OH) indicated last evening that he and the “Group of 20” would try 

to advance the talks before the Senate leaves at the end of the week for July 4 recess. 

• If today's meeting goes well, Biden is reportedly inclined to meet with the senators to try 

to advance the talks. Yesterday, he separately hosted Sens. Joe Manchin (D-W.Va.) and 

Kyrsten Sinema (D-Ariz.) to discuss the matter. 

 

U.S. College Sports:  The Supreme Court yesterday unanimously invalidated the NCAA’s 

restrictions on granting college athletes education-related compensation.  The ruling essentially 

said that the restrictions amount to price-setting for student-athletes and violates federal antitrust 

laws.  Under the ruling, universities and colleges can now compete for student-athletes by 

offering education-related inducements such as scholarships for graduate or vocational school, 

payments for academic tutoring, or paid post-eligibility internships.  Although the ruling actually 

only dealt with a narrow slice of the NCAA’s restrictions, we believe it reflects the growing shift 

toward tighter antitrust regulation around the world. 

 

EU Antitrust Regulation:  The EU today said it is launching a formal antitrust probe against 

Google (GOOG, $2,529.10).  The investigation is to determine whether Google has broken EU 

rules by giving an advantage to its own online display ad technology services to the detriment of 

rivals.  The probe, which has been going on informally since at least 2019, will examine whether 

Google is “distorting competition by restricting access by third parties to user data for 

advertising purposes on websites and apps, while reserving such data for its own use.”  This 

probe further highlights the growing regulatory risk facing large, dominant technology firms. 

 

Germany:  Chancellor Angela Merkel’s ruling center-right CDU/CSU party grouping, which 

currently has a commanding lead in the opinion polls ahead of the September federal elections, 

released a platform pledging tax relief and a quick return to balanced budgets after the massive 

spending splurge during the COVID-19 crisis. 

• Armin Laschet, the group’s candidate for chancellor, has vowed to continue Merkel’s 

conservative policies if he is elected.   

• The platform foresees a 25% cap on corporate taxes, down from around 30% now, and it 

pledges to abolish the “solidarity surcharge” introduced in 1991 to help pay for German 

https://www.ft.com/content/f108814a-c2ae-4da3-8a6b-7cf1c16e8931
https://www.ft.com/content/f108814a-c2ae-4da3-8a6b-7cf1c16e8931
https://www.axios.com/white-house-infrastructure-talks-senators-fd552465-f612-4433-a852-cc52ecddc598.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/white-house-infrastructure-talks-senators-fd552465-f612-4433-a852-cc52ecddc598.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/9c00913e-afe8-4dc8-8881-38d93d713d49
https://www.ft.com/content/9c00913e-afe8-4dc8-8881-38d93d713d49
https://www.wsj.com/articles/supreme-court-rejects-ncaas-tight-limits-on-athlete-benefits-compensation-11624285407
https://www.wsj.com/articles/supreme-court-rejects-ncaas-tight-limits-on-athlete-benefits-compensation-11624285407
https://www.ft.com/content/b8d7bc05-7e58-43f9-b977-47bbbe5802aa
https://www.wsj.com/articles/google-faces-eu-antitrust-probe-of-alleged-ad-tech-abuses-11624355128?mod=hp_lead_pos1
https://www.wsj.com/articles/google-faces-eu-antitrust-probe-of-alleged-ad-tech-abuses-11624355128?mod=hp_lead_pos1
https://www.wsj.com/articles/google-faces-eu-antitrust-probe-of-alleged-ad-tech-abuses-11624355128?mod=hp_lead_pos1
https://www.ft.com/content/8f8c6b4d-d88a-4164-8e3c-10b393e822b9
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reunification.  The platform also promises income tax relief for people on low and middle 

incomes while saying the group wants a return to balanced budgets “as soon as possible” 

and to bring Germany into compliance with the Maastricht treaty by bringing its debt-to-

gross domestic product ratio below 60%. 

 

Germany-Russia:  German authorities said they arrested a Russian citizen accused of passing 

sensitive information from a German university to Moscow in return for cash.  The suspect 

worked as a research assistant for a scientific and technical professorship at an unidentified 

German university and was arrested on June 18.  The report illustrates how Russian intelligence 

agencies continue to pursue their traditional craft in areas such as human intelligence and 

industrial espionage, even as they have become more noted for their cyberwarfare. 

 

Japan-South Korea:  The two governments are in talks for South Korean President Moon Jae-in 

to attend the opening ceremony of the Tokyo Summer Olympics next month.  Moon reportedly 

wants to make the trip to reciprocate for former Japanese Prime Minister Shinzo Abe’s trip to 

South Korea in 2018 for the PyeongChang Winter Olympics.  Such a visit would also hold out 

hope for some further easing of tensions between the two countries over World War II issues, 

and it would potentially allow the leaders to coordinate their response to China’s geopolitical and 

economic aggressiveness in the region.  All the same, Tokyo is reluctant to hold a formal summit 

between Prime Minister Yoshihide Suga and Moon if the president makes a visit. 

 

COVID-19:  Official data show confirmed cases have risen to 178,840,744 worldwide, with 

3,874,630 deaths.  In the United States, confirmed cases rose to 33,555,046 with 602,107 deaths.  

Vaccine doses delivered in the U.S. now total 379,003,410, while the number of people who 

have received at least their first shot totals 177,342,954.  Finally, here is the interactive chart 

from the Financial Times that allows you to compare cases and deaths among countries, scaled 

by population.   

 

Virology 

• According to the latest CDC data, 53.4% of the U.S. population has now received at least 

one dose of a vaccine, and 45.2% of the population is fully vaccinated. 

• The latest data show that South America has now become the region worst hit by the 

pandemic. 

o With just 5% of the world’s population, the region now accounts for a fourth of 

the global death toll. 

o Last weekend, Brazil’s death toll surpassed 500,000, with the virus killing seven 

times as many people per capita each day than in hard-hit India. 

• The highly contagious, deadlier Delta variant, which delayed the U.K.’s economic 

reopening, has become dominant in Portugal and appeared in clusters across Germany, 

France, and Spain.  The spread of Delta has raised concerns that it could halt the progress 

the EU has made over the past two months in bringing new infections and deaths down to 

their lowest level since at least the autumn. 

• In China, the government is reportedly planning to keep its pandemic border restrictions 

in place for at least another year as officials fret over the emergence of new variants and a 

https://www.rferl.org/a/germany-arrests-russian-university-researcher-espionage/31318449.html
https://www.rferl.org/a/germany-arrests-russian-university-researcher-espionage/31318449.html
https://www.japantimes.co.jp/news/2021/06/22/national/politics-diplomacy/moon-suga-tokyo-olympics/
https://www.japantimes.co.jp/news/2021/06/22/national/politics-diplomacy/moon-suga-tokyo-olympics/
https://www.nytimes.com/live/2021/06/22/world/covid-vaccine-coronavirus-mask
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.wsj.com/articles/south-america-is-now-covid-19-hot-spot-witheighttimes-the-worlds-death-rate-11624299176?mod=hp_lead_pos10
https://www.ft.com/content/d4abbe5e-8650-4a76-9fea-2d3efa2ed52b
https://www.ft.com/content/d4abbe5e-8650-4a76-9fea-2d3efa2ed52b
https://www.wsj.com/articles/china-to-keep-covid-19-border-restrictions-for-another-year-11624361777?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/china-to-keep-covid-19-border-restrictions-for-another-year-11624361777?mod=lead_feature_below_a_pos1
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calendar of sensitive events, including the Winter Olympics in February.  In addition, the 

Communist Party Congress will take place toward the end of 2022, where President Xi is 

widely expected to seek an additional term beyond the customary two-term limit. 

 

Economic and Financial Market Impacts 

• Rebounding service businesses in the U.S. boosted wage rates and benefits in order to 

attract workers, but many manufacturers are now finding that their pay rates aren’t as 

competitive as they used to be.  That’s likely to put upward pressure on factory wages, on 

top of the significant cost increases for materials and transportation that manufacturers 

are already facing. Not only will that keep inflation fears live, but it has the potential to 

be a hit to corporate earnings if and when firms find they can no longer pass the cost 

hikes on to their customers. 

• Despite the spread of the Delta variant in Europe, a range of unofficial, high-frequency 

data suggests consumers on the continent are flocking back to bars and restaurants, 

booking holidays, and traveling to work again.  The data suggest pre-pandemic patterns 

of economic activity are re-emerging, which should boost economic activity and 

European risk assets going forward. 

o Nevertheless, labor and material shortages similar to those in the U.S. are already 

keeping the European recovery from strengthening as much as it could. 

o Some workers are reluctant to sign up for jobs in Greece, for example, for fear of 

being stuck there in the event of a new pandemic lockdown. 

• In China, the Yantian terminal in Shenzhen that closed for almost a week in late May 

after port workers tested positive for COVID-19 is still struggling to get back to normal.  

Productivity at the port has reportedly recovered to only about 70% of normal levels, 

putting further strain on the global supply chain and snarling Chinese trade with the rest 

of the world. 

 

 U.S. Economic Releases  
 

There were no economic releases prior to the publication of this report. The table below shows 

domestic releases and Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

10:00 Existing Home Sales m/m May 5.85m 5.72m **

10:00 Existing Home Sales m/m May -2.7% -2.2% **

10:00 Richmond Fed Manufact. Index m/m Jun 18 18 **

EST Speaker or event

10:30 Loretta Mester Discusses Monetary and Fiscal Policy President of the Federal Reserve Bank of Cleveland

11:00 Mary Daly Speaks at the Peterson Institute Event President of the Federal Reserve Bank of San Francisco

14:00 Jerome Powell Testifies before Congress on COVID-19 Response Chairman of Board of Governors of Federal Reserve

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 

https://www.wsj.com/articles/wage-gains-at-factories-fall-behind-growth-in-fast-food-11624354200?mod=hp_lead_pos5
https://www.wsj.com/articles/wage-gains-at-factories-fall-behind-growth-in-fast-food-11624354200?mod=hp_lead_pos5
https://www.ft.com/content/d0619910-525a-4191-9aae-a0907eb5fb99
https://www.ft.com/content/d0619910-525a-4191-9aae-a0907eb5fb99
https://www.ft.com/content/98fe5478-89fc-44cc-8b61-4630b1e64ddb
https://www.ft.com/content/c3c55dca-2ee7-488a-ad68-9286822b881c
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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 Nationwide Dept Sales y/y May 65.2% 167.0% ** Equity and bond neutral

Tokyo Dept Store Sales y/y May 77.7% 186.2% ** Equity and bond neutral

Machine Tool Orders y/y May 141.9% 140.7% * Equity and bond neutral

Australia ANZ Roy Morgan Consumer Confidence w/w 20-Jun 112.4 111.0 *** Equity and bond neutral

New Zealand Westpac Consumer Confidence q/q 2Q 107.1 105.2 *** Equity and bond neutral

Credit Card Spending y/y May 27.2% 87.4% ** Equity and bond neutral

EUROPE

Italy Industrial Sales m/m Apr 3.3% 1.6% ** Equity and bond neutral

UK Public Finances (PSNCR) m/m May 21.7b 33.6b ** Equity and bond neutral

PSNB ex Banking Groups m/m May 24.3b 31.7b 25.5b ** Equity and bond neutral

Public Sector Net Borrowing m/m May 23.6b 31.0b 24.3b ** Equity and bond neutral

CBI Trends Total Orders m/m Jun 19 17 16 ** Equity bullish, bond bearish

CBI Trends Selling Prices m/m Jun 46 38 40 ** Equity bullish, bond bearish

AMERICAS

Brazil Trade Balance Weekly w/w 20-Jun $2564m $2775m ** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 18-Jun 65.2 66.0 *** 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. 

 
Today Prior Change Trend

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

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

TED spread (bps) 10 10 0 Neutral

U.S. Libor/OIS spread (bps) 9 10 -1 Up

10-yr T-note (%) 1.49 1.49 0.00 Neutral

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

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

Currencies Direction

dollar Up Down

euro Down Up

yen Down Up

pound Down Up

franc Down 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. 
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Price Prior Change Explanation

Brent $74.40 $74.90 -0.67%

WTI $73.15 $73.66 -0.69%  

Natural Gas $3.24 $3.19 1.38%  

Crack Spread $17.92 $17.64 1.62%

12-mo strip crack $18.99 $18.88 0.57%

Ethanol rack $2.53 $2.53 0.22%

Gold $1,782.07 $1,783.27 -0.07%

Silver $25.91 $25.95 -0.17%

Copper contract $420.05 $418.45 0.38%

Corn contract $549.50 $557.00 -1.35%

Wheat contract $668.75 $665.00 0.56%

Soybeans contract $1,314.75 $1,319.25 -0.34%

Baltic Dry Freight 3190 3218 -28

Actual Expected Difference

Crude (mb) -3.5

Gasoline (mb) 1.0

Distillates (mb) 1.0

Refinery run rates (%) 0.50%

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 

throughout the entire western half of the country, with cooler temperatures in the Midwest and 

South.  The forecast calls for wet conditions across most of the eastern half of the country and 

dry conditions in the Pacific Northwest and the Rocky Mountains.  Meanwhile, there is a tropical 

disturbance developing outside the coast of Colombia. 
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Data Section 
 

U.S. Equity Markets – (as of 6/21/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Consumer Staples
Utilities

Consumer Discretionary
Technology
Healthcare

S&P 500
Materials

Industrials
Communication Services

Financials
Real Estate

Energy

YTD Total Return

0.0% 2.0% 4.0% 6.0%

Consumer Discretionary

Communication Services

Technology

Consumer Staples

Healthcare

Utilities

S&P 500

Real Estate

Materials

Industrials

Financials

Energy

Prior Trading Day Total Return

(Source: Bloomberg) 
 

These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

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

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

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

Asset Class Performance – (as of 6/21/2021 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 ($)

Foreign Developed ($)

Growth

Large Cap

Foreign Developed (local currency)

Value

Small Cap

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 17, 2021 
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P/E as of 6/16/2021 = 24.8x

 
 

Based on our methodology,1 the current P/E is 24.8x, 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 (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. 


