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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 24, 2021—9:30 AM EDT] Global equity markets are generally higher this 

morning.  In Europe, the EuroStoxx 50 is up 0.9% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed up 0.4%.  Chinese markets were mixed, with the Shanghai Composite relatively 

unchanged from its prior close and the Shenzhen Composite down 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 (6/24/2021): Iran has a new president, and U.S. commercial 

crude oil inventories 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” 
 

Good morning!  Risk assets are trending higher this morning.  Although the Fed scare remains in 

the background, as the markets become accustomed to the change in tone, we are seeing a 

resumption in earlier trends.  China news leads our coverage today, as Apple Daily ceases 

operation.  Market and economics coverage are next.  The international roundup follows, and we 

close with the pandemic update. 

 

China:  Apple Daily closes, and the U.S. blocks China’s purchase of a South Korean chipmaker.   

• Apple Daily, the democracy supporting tabloid in Hong Kong, officially shut down today.  

Hong Kong citizens are racing to buy the last issue.  Beijing already arrested the paper’s 

founder and owner, Jimmy Lai.  Pressure from the government apparently made it 

impossible to continue operations, despite the fact that the paper had 600,000 paying 

subscribers and enough assets to continue printing for 18 months.  The government has 

been raiding the offices of the paper, arresting managers, editors, and increasingly, 

journalists.  We expect lots of comments from the West, but Beijing has made it 

abundantly clear that it has taken total control of Hong Kong.  It won’t allow dissent, and 

it really doesn’t care what that West thinks.   

 

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_24_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/livecoverage/stock-market-news-live-updates-062421
https://www.reuters.com/world/asia-pacific/hong-kongs-pro-democracy-apple-daily-signs-off-painful-farewell-2021-06-23/
https://www.ft.com/content/099347a7-43de-44c4-94ef-e84b95e7a8c7
https://www.washingtonpost.com/world/asia_pacific/hong-kong-jimmy-lai-arrest/2020/08/09/d7312f20-daa4-11ea-b205-ff838e15a9a6_story.html
https://www.washingtonpost.com/world/asia_pacific/hong-kong-jimmy-lai-arrest/2020/08/09/d7312f20-daa4-11ea-b205-ff838e15a9a6_story.html
https://www.washingtonpost.com/world/asia_pacific/hong-kong-apple-daily-closes/2021/06/23/7926de56-d3f6-11eb-b39f-05a2d776b1f4_story.html?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%2F340134e%2F60d402659d2fda8060e57fa7%2F596b53f6ae7e8a44e7d597a3%2F57%2F70%2F60d402659d2fda8060e57fa7
https://www.washingtonpost.com/world/asia_pacific/hong-kong-apple-daily-closes/2021/06/23/7926de56-d3f6-11eb-b39f-05a2d776b1f4_story.html?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%2F340134e%2F60d402659d2fda8060e57fa7%2F596b53f6ae7e8a44e7d597a3%2F57%2F70%2F60d402659d2fda8060e57fa7
https://www.washingtonpost.com/world/hong-kong-apple-daily-security-law/2021/06/16/747137b8-ceff-11eb-8014-2f3926ca24d9_story.html
https://www.washingtonpost.com/world/hong-kong-apple-daily-security-law/2021/06/16/747137b8-ceff-11eb-8014-2f3926ca24d9_story.html
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• The U.S. conducted a freedom of navigation exercise by sending the USS Curtis Wilber 

through the Taiwan Strait.   

• Magnachip (MX, USD, 24.02) is a South Korean company that makes semiconductor 

chips for display drivers.  It’s a small company that doesn’t sell to the U.S.; all its 

operations, employees, and sales appear to occur within South Korea.  The product it 

sells isn’t cutting edge by any means.  A Chinese private equity firm wants to buy the 

company.  The U.S., under the CIFUS law, has intervened to block the sale on the idea 

that the company is listed on the NYSE, thus giving the U.S. standing on this issue.  This 

action, which has been adopted by South Korean regulators, shows that the U.S. is 

willing to go to extensive lengths to prevent China from acquiring any semiconductor 

chip technology, even that of a small and rather inconsequential company.   

• LinkedIn, part of Microsoft (MSFT, USD, 265.00), is reportedly blocking some account 

access in China without explaining why the individuals are being blocked.   

• China has been releasing metals from government reserves to cool price increases.  The 

latest sale was apparently less than expected and supported a price recovery.   

Economics and policy:  The debt ceiling looms, infrastructure makes progress, and the Supreme 

Court decides the fate of the government mortgage guarantors.   

• The debt limit is creeping closer.  By August, Treasury says it may not be able to meet all 

of its obligations.  In 2019, Congress suspended the borrowing limit until July 31, 2021.  

Obviously, that deadline is approaching, although Treasury can deflect some payments to 

continue to operate beyond the deadline.  Treasury Secretary Yellen has warned that 

financial markets could be adversely affected if the limit isn’t raised.  So far, the 

Congressional leadership doesn’t seem to have a plan.  The normal order would be to 

convince 10 GOP senators to agree to either a rise or suspension of the ceiling.  Or, the 

measure could be placed in a budget bill that only requires a majority.  Either way, some 

senators will need to be swayed, either to accept a measure that they may not agree with 

or a method of passage they oppose.  This situation bears watching as the end of July 

approaches. 

• It looks like a bipartisan $1.0 trillion infrastructure bill framework is in place.  This 

development increases the odds of passage.  Whether another bill passes in reconciliation 

remains to be seen.  

• The Supreme Court ruled yesterday that the Federal Housing Finance Agency was 

unconstitutionally structured in that it didn’t give the executive branch control of the 

agency’s leader.  After the decision, the Biden administration signaled the removal of 

Mark Calabria, the current head of the agency.  It will soon appoint a replacement.  The 

administration has also signaled that it is in no hurry to return the mortgage guarantors, 

Fannie Mae (FNMA, USD, 1.52) and Freddie Mac (FMCC, USD, 1.41), to the private 

sector.  In a related decision, the court rejected claims from investors who wanted to end 

the practice of the firms turning profits over to the Treasury, something that was 

established after the housing crisis when the two firms failed.  The stocks plunged on the 

news.   

https://www.navy.mil/Press-Office/News-Stories/Article/2666522/7th-fleet-destroyer-transits-taiwan-strait/utm_source/twitter/utm_medium/social/utm_content/100002189717956/utm_campaign/Fight/linkId/100000051144879/
https://en.wikipedia.org/wiki/USS_Curtis_Wilbur
https://foreignpolicy.com/2021/06/22/biden-semiconductors-south-korea-china-trade-war/
https://www.wsj.com/articles/academics-bristle-over-linkedin-blocking-their-profiles-in-china-11624366667?st=nshntdevvt8rl0d&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/academics-bristle-over-linkedin-blocking-their-profiles-in-china-11624366667?st=nshntdevvt8rl0d&reflink=desktopwebshare_permalink
https://www.afr.com/markets/commodities/base-metals-rise-as-china-s-stockpile-release-less-than-expected-20210624-p583r6
https://www.wsj.com/articles/treasury-expects-to-ramp-up-borrowing-following-suspension-of-debt-ceiling-11564576470?st=lsuzam6o1dsw4r1&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/janet-yellen-says-u-s-could-breach-debt-limit-deadline-in-august-if-congress-doesnt-act-11624477388?st=fzvssohxxl7u1my&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/janet-yellen-says-u-s-could-breach-debt-limit-deadline-in-august-if-congress-doesnt-act-11624477388?st=fzvssohxxl7u1my&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/06/24/democrats-debt-ceiling-deadline-495749?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/06/24/democrats-debt-ceiling-deadline-495749?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.wsj.com/articles/infrastructure-negotiators-see-progress-in-senate-talks-11624465033?st=hb8ihnz07f9u9xa&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/supreme-court-issues-mixed-ruling-on-government-seizure-of-fannie-freddie-profits-11624459222?st=y25oog7gs30nuav&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/supreme-court-issues-mixed-ruling-on-government-seizure-of-fannie-freddie-profits-11624459222?st=y25oog7gs30nuav&reflink=desktopwebshare_permalink
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• Bank stress test results should start arriving soon.  The banks that pass are expected to 

boost dividends and buybacks.   

• Thirty-nine million households will begin receiving childcare credit checks soon.  The 

new program gives funds monthly instead of at tax time.   

• One surprising development in the aftermath of the pandemic is that new business 

formation has been soaring.  An NBER study suggests that some of the growth reflects 

post-pandemic restructuring; there has been a surge in non-store retailing, for example.  

Logistic snags have led to a jump in truck firms, often small owner-operators.  A rise in 

professional and personal services may reflect how workers in other areas used the 

disruption caused by the pandemic to start different careers.  The lift in entrepreneurial 

activity is a good sign for the economy, one that might be difficult to capture in the 

economic data.   

• In another surprising development, Congress is taking a second look at the successor of 

the Trans-Pacific Partnership.  Although we doubt the U.S. would be interested in the 

original treaty, a narrow trade arrangement might find some interest in Congress.   

• The rent moratorium is scheduled to end on June 30.  We expect the administration to 

extend it by at least a month, but eventually, it will need to end.  Although various 

programs designed to support renters and landlords have been put in place, the 

government is struggling to distribute the funds.  The administration would like to avoid 

mass evictions, but that might be difficult without better fund distribution.   

• The shipping industry continues to be plagued by bottlenecks.  Nearly all elements of 

transport—trucks, ships, and airplanes—have faced some degree of disruption.  The last 

three business cycles have seen sluggish recoveries, and thus, firms in the industry have 

been reluctant to build capacity.  Complicating the issue has been the slowing of 

globalization that emerged after the Great Financial Crisis.  Malinvestment played a role 

as well.  Shippers chartered container vessels that became so large that ports struggled to 

handle them.  In addition, the large ships travel slower than the smaller ones, and in a 

world that is behind in shipments, slower isn’t better.  Although the situation will 

improve over time, it may still take years before conditions normalize.   

• Easy credit conditions have kept firms afloat during the pandemic.  We are now starting 

to see “going concern” notices from auditors.   

• Meatpacking has become increasingly concentrated and vertically integrated over the past 

three decades.  This development has given the firms market power over ranchers and 

farmers.  Regulators and Congress are beginning to look at measures to weaken the 

power of these firms.   

• Tech firms, facing increasing scrutiny, are boosting their lobbying efforts.  Their efforts, 

thus far, have failed to prevent new regulations and Congressional oversight.   

• Russia is curtailing natural gas supplies to Europe, lifting prices there.   

• Home builders are apparently worsening the housing shortage by slowing production due 

to the uncertainty surrounding building supplies and costs.  

• Human resource job openings are rising rapidly as firms navigate the transition to hybrid 

workforces and excessive churn in the labor markets.   

https://www.ft.com/content/c4f446b1-a71d-4656-a81f-f2bcaf97c9ba?emailId=60d405fcc344030004494417&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/c4f446b1-a71d-4656-a81f-f2bcaf97c9ba?emailId=60d405fcc344030004494417&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/child-tax-credit-expansion-when-does-it-start-who-is-eligible-and-how-much-is-it-11621369448?st=h6nzsl5iad92ncr&reflink=desktopwebshare_permalink
https://www.axios.com/small-business-formation-boom-3b2d7079-c3cc-4fb9-aa18-9271e924dea8.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.axios.com/small-business-formation-boom-3b2d7079-c3cc-4fb9-aa18-9271e924dea8.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.nber.org/system/files/working_papers/w28912/w28912.pdf?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.scmp.com/news/china/diplomacy/article/3138379/us-lawmakers-seem-open-narrower-asian-trade-pact-wake-tpp?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3138379
https://www.politico.com/news/2021/05/04/white-house-rent-evictions-485266
https://www.politico.com/news/2021/05/04/white-house-rent-evictions-485266
https://www.ft.com/content/c3c55dca-2ee7-488a-ad68-9286822b881c?emailId=60d1bee9f19d01000431a574&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://economictimes.indiatimes.com/small-biz/trade/exports/insights/get-ready-for-years-of-chaos-in-container-shipping/articleshow/83705997.cms
https://www.wsj.com/articles/companies-in-certain-industries-receive-more-auditor-warnings-about-survival-11624267803?st=lq0unbezw777mqp&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/meatpacking-industry-faces-overhaul-push-in-washington-11624294728?st=fnjg256xj6s16t4&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/06/22/technology/amazon-apple-google-facebook-antitrust-bills.html?smid=url-share
https://www.wsj.com/articles/google-facebook-pressure-falls-short-as-major-antitrust-measures-advance-in-house-committee-11624505607?st=0y893kwoke6dnla&reflink=desktopwebshare_permalink
https://www.ft.com/content/c023ba5f-4d78-4749-8485-4851baf9ef3a?emailId=60d42a22c47a660004073d66&segmentId=269ab16c-599f-119f-3d76-260b55fc8e43
https://www.wsj.com/articles/how-home-builders-are-contributing-to-housing-frenzy-11624468037?st=mzdvs9u3nb9ux5c&reflink=desktopwebshare_permalink
https://www.axios.com/human-resources-job-postings-increase-d169fbf7-aa5a-45b9-8146-7287b34acd24.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/resignations-companies-e279fcfc-c8e7-4955-8a9b-47562490ee55.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
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International roundup:   Germany and France go it alone with Russia, and conditions 

deteriorate in Myanmar. 

• Germany and France scuttled EU policy towards Russia by offering to (a) add new 

unilateral sanctions on Russia and (b) offering Putin a summit.  Their actions show that, 

despite all the talk of EU solidarity, Germany and France still tend to call the shots in 

Europe. 

• Germany says it will need to borrow an additional €100 billion this year due to pandemic 

costs. 

• The assessment from U.S. intelligence agencies is that the current Afghan government 

probably falls to the Taliban within six months after the exit of U.S. troops.   

• We haven’t commented on the situation in Myanmar recently, but tensions between the 

government and protestors remain elevated.  The unrest appears to be worsening.  The 

military and armed civilians recently clashed in Mandalay; it is the first time there has 

been an armed incident in a major city.   

• India and the EU are improving relations as China becomes increasingly belligerent.   

• Yesterday, we noted Russia fired a warning shot at a British warship.  Nine Russians and 

one Lithuanian have been arrested in Chad on suspicions of spying.  The 10 are thought 

to be employed by the Wagner Group, a Russian semi-private intelligence operation.  

Chad is concerned that the group may support rebel organizations in Chad.  France has a 

special interest in the country because of its colonial ties.   

• Nicaragua is holding presidential elections in November, and in front of the vote, 

President Daniel Ortega is arresting opponents.  Fifty-nine governments are pressing him 

to reverse the practice.   

COVID-19:  The number of reported cases is 179,657,832 with 3,893,114 fatalities.  In the U.S., 

there are 33,578,819 confirmed cases with 602,838 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 378,882,200 doses of the vaccine have 

been distributed, with 319,872,053 doses injected.  The number receiving at least one dose is 

177,948,892, while the number of second doses, which would grant the highest level of 

immunity, is 150,787,303.  The FT has a page on global vaccine distribution.  

• Jesse Bloom, a virologist at the Fred Hutchinson Cancer Research Center, has uncovered 

the fact that gene sequences that were posted from China in the Cloud have apparently 

been removed.  Bloom suggests the removal appears to obscure their existence and could 

make it more difficult to establish the origin of the virus.   

• Congress is pressing for an investigation of the 2019 Military World Games held in 

Wuhan.  There were reports of participants getting sick during and after the games with 

symptoms that align with COVID-19.  It appears these complaints were not taken 

seriously, but they may show that the coronavirus was circulating in China as early as 

October 2019. 

• The CDC says that there is a “likely association” between the mRNA vaccines and heart 

inflammation.  The cases appear to be rare and mostly occur in adolescents.  Reports 

https://www.politico.eu/article/germany-france-european-council-eu-russia-summit-sanctions/
https://www.politico.eu/article/germany-france-european-council-eu-russia-summit-sanctions/
https://www.ft.com/content/54651914-1074-496c-8ba6-50f853c90c09
https://www.wsj.com/articles/afghan-government-could-collapse-six-months-after-u-s-withdrawal-new-intelligence-assessment-says-11624466743?st=tc5qb910d8hij7b&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/afghan-government-could-collapse-six-months-after-u-s-withdrawal-new-intelligence-assessment-says-11624466743?st=tc5qb910d8hij7b&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/06/22/world/asia/myanmar-army-clashes-mandalay.html?smid=url-share
https://asia.nikkei.com/Politics/International-relations/India-and-Europe-draw-closer-as-economic-and-political-ties-blur
https://geopoliticalfutures.com/brief-russians-arrested-in-chad/?tpa=N2RkOGNjNTAxMDg4NjI0MTAzNTM4ODE2MjU2NzIyODhiMzQ2ODY&utm_source=newsletter&utm_medium=email&utm_term=https%3A%2F%2Fgeopoliticalfutures.com%2Fbrief-russians-arrested-in-chad%2F%3Ftpa%3DN2RkOGNjNTAxMDg4NjI0MTAzNTM4ODE2MjU2NzIyODhiMzQ2ODY&utm_content&utm_campaign=PAID+-+Everything+as+it%27s+published
https://geopoliticalfutures.com/brief-russians-arrested-in-chad/?tpa=N2RkOGNjNTAxMDg4NjI0MTAzNTM4ODE2MjU2NzIyODhiMzQ2ODY&utm_source=newsletter&utm_medium=email&utm_term=https%3A%2F%2Fgeopoliticalfutures.com%2Fbrief-russians-arrested-in-chad%2F%3Ftpa%3DN2RkOGNjNTAxMDg4NjI0MTAzNTM4ODE2MjU2NzIyODhiMzQ2ODY&utm_content&utm_campaign=PAID+-+Everything+as+it%27s+published
https://www.washingtonpost.com/world/2021/06/23/nicaragua-daniel-ortega-arrests-united-nations/?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%2F3401343%2F60d402659d2fda8060e57fa7%2F596b53f6ae7e8a44e7d597a3%2F36%2F70%2F60d402659d2fda8060e57fa7
https://www.washingtonpost.com/world/2021/06/23/nicaragua-daniel-ortega-arrests-united-nations/?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%2F3401343%2F60d402659d2fda8060e57fa7%2F596b53f6ae7e8a44e7d597a3%2F36%2F70%2F60d402659d2fda8060e57fa7
https://www.nytimes.com/live/2021/06/24/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
https://www.ft.com/content/b53661d6-a70a-44ca-92a7-fa2fa4944d52
https://www.biorxiv.org/content/10.1101/2021.06.18.449051v1
https://www.biorxiv.org/content/10.1101/2021.06.18.449051v1
https://www.nytimes.com/2021/06/23/science/coronavirus-sequences.html?smid=url-share
https://www.telegraph.co.uk/global-health/science-and-disease/china-deleted-early-coronavirus-data-could-help-explain-pandemic/
https://www.washingtonpost.com/opinions/2021/06/23/congress-wuhan-military-games-2019-covid/
https://www.ft.com/content/2068f628-650c-42d8-a8e6-c16a1e401884
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indicate that 80% of those affected have already recovered.  Men appear to be more 

susceptible.  With any drug or vaccine, side effects occur, and we don’t expect a 

recommendation from the CDC to stop vaccinating the young.  However, the reports 

could increase vaccine hesitancy.   

• The Delta variant is spreading across the U.S. and is expected to represent 50% of new 

cases by the end of next month.  Cases are rising in some states while remaining low in 

others.   

• China intends to keep border restrictions in place for another year.   

• We have seen governments use all sorts of incentives to encourage vaccination, including 

lotteries, beer, etc.  Philippines President Duterte is threatening to jail citizens who 

refused to be vaccinated.   

U.S. Economic Releases  

 

Jobless claims came in worse than expected for the week ending June 19.  Initial claims came in 

at 411K compared to expectations of 380K.  The prior week’s report was revised from 412K to 

418K. 
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The chart above shows the four-week average of initial claims.  The moving average rose from 

396.25K to 397.75K. 

 

U.S. Advance Trade Goods deficit widened more than expected in May, according to the Census 

Bureau.  The Advance Trade Goods deficit came in at $88.1B, compared to expectations of 

$87.5B.  The deficit in the prior report was revised from $85.2B to $85.7B.  The increased deficit 

is the result of restocking inventory in order to meet growing consumer demand.  Retail 

inventories fell 0.8% from the prior month, while wholesale inventories rose 1.1%.  

 

https://www.ft.com/content/730e35fd-9f9e-438b-8617-c0f1bc163fd3
https://www.wsj.com/articles/delta-covid-19-variant-could-be-dominant-in-u-s-in-two-to-three-weeks-study-says-11624387427?st=c6lbi8q5uewln0m&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/delta-covid-19-variant-could-be-dominant-in-u-s-in-two-to-three-weeks-study-says-11624387427?st=c6lbi8q5uewln0m&reflink=desktopwebshare_permalink
https://www.axios.com/coronavirus-pandemic-cases-states-vaccines-91f3714f-7041-457c-98c5-1b05587336ac.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/china-to-keep-covid-19-border-restrictions-for-another-year-11624361777?st=5eenkj1f1ril2cv&reflink=desktopwebshare_permalink
https://www.france24.com/en/asia-pacific/20210622-philippines-president-threatens-those-refusing-covid-19-vaccine-with-jail?utm_source=Eurasia+Group+Signal&utm_campaign=3c5ba7b261-EMAIL_CAMPAIGN_2021_06_23_11_04&utm_medium=email&utm_term=0_e605619869-3c5ba7b261-134308033
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The chart above shows the level of the Advance Trade in Goods and the Trade Balance for 

Goods.  

 

Durable goods picked up in May, signaling a broad pick-up in capital spending.  Durable orders 

rose 2.3% from the prior month, compared to expectations of 2.8%.  Excluding transportation, 

durable orders rose 0.3% from the prior month compared to expectations of a rise of 0.7%. 

Capital goods orders fell 0.1% from the prior month compared to expectations of a rise of 0.6%. 

Capital goods shipments rose 0.9% from the prior month compared to expectations of 0.8%. 

 

 
 

The chart above shows the annual change in durable goods orders and shipments.  Shipments of 

durable goods orders rose 31.6% from the prior year, while new orders rose 41.6%. 
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The third revision of GDP left the previous month’s estimate relatively unchanged.  GDP rose at 

an annualized pace of 6.4% in Q1, in line with expectations.  In the same quarter, personal 

consumption rose at an annualized pace of 11.4%.  The GDP Price Index rose 4.3% from the 

prior quarter, and core PCE rose 2.5% from the prior quarter. 

 

 
 

The chart above shows the level of GDP in current dollars.  GDP currently sits at $22.062T.  

 

Q1 2021 Third Reading Q1 2021 Second Reading Difference

GDP 6.4% 6.4% 0.0%

Consumption 7.4% 7.4% 0.0%

Investment -0.6% -0.8% 0.2%

Inventories -2.7% -2.8% 0.1%

Net Exports -1.5% -1.2% -0.3%

Government 1.0% 1.0% 0.0%  
 

The table above shows the contributions to GDP.  Revisions left contributions relatively 

unchanged.  Investment was revised upward and net exports revised downward.  
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The chart above shows the contribution to GDP graphically. 

 

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

EDT Indicator Expected Prior Rating

9:45 Langer Consumer Comfort w/w 20-Jun 56.2 **

11:00 Kansas City Fed Manf. Activity m/m Jun 26.0 24.0 **

EST Speaker or event

9:00 Thomas Barkin Speaks During Virtual Event President of the Federal Reserve Bank of Richmond

9:30 Raphael Bostic and Patrick Harker Speaks on Monetary Policy President of the Federal Reserve Bank of Atlanta

11:00 John Williams Takes Part in Moderated Discussion President of the Federal Reserve Bank of New York

13:00 James Bullard Discusses Economic Outlook for Economy President of the Federal Reserve Bank of St. Louis

13:00 Robert Kaplan Discusses the Economy President of the Federal Reserve Bank of Dallas

16:00 Thomas Barkin  Speaks During Virtual Event President of the Federal Reserve Bank of Philadelphia

District or position

Economic Releases

Fed Speakers or Events

 

 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

add a paragraph below if any development merits further explanation. 
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Leading Index CI m/m Apr 103.8 103.0 *** Equity bullish, bond bearish

PPI Services y/y May 1.5% 1.0% 1.5% ** Equity and bond neutral

Japan Buying Foreign Stocks w/w 18-Jun -¥208.9b ¥105.3b ** Equity and bond neutral

Japan Buying Foreign Bonds w/w 18-Jun ¥979.7b ¥410.6b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 18-Jun -¥191.5b -¥33.2b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 18-Jun ¥291.0b ¥1312.3b * Equity and bond neutral

Supermarket Sales y/y May 2.9% 6.0% ** Equity bearish, bond bullish

EUROPE

France Business Confidence m/m Jun 113 108 110 *** Equity bullish, bond bearish

Manufacturing Confidence m/m Jun 107 107 108 *** Equity and bond neutral

Production Outlook Indicator m/m Jun 27 18 20 ** Equity and bond neutral

Own-Company Production Outlook m/m Jun 18 19 18 ** Equity and bond neutral

Germany IFO Expectations m/m Jun 104.0 102.9 103.6 ** Equity and bond neutral

IFO Current Assessment m/m Jun 99.6 95.7 97.9 ** Equity bullish, bond bearish

IFO Business Climate m/m Jun 101.8 99.2 100.7 ** Equity and bond neutral

Russia Industrial Production y/y May 11.8% 7.2% 10.5% *** Equity bullish, bond bearish

CPI Weekly YTD w/w 21-Jun 3.9% 3.8% ** Equity and bond neutral

CPI WoW w/w 21-Jun 0.1% 0.1% ** Equity and bond neutral

AMERICAS

Brazil FGV CPI IPC-S w/w 22-Jun 0.6% 0.7% 0.7% ** Equity and bond neutral

Canada Retail Sales m/m Apr -5.7% 3.6% -4.9% ** Equity and bond neutral

Retail Sales Ex Auto m/m Apr -7.2% 4.3% -4.6% * Equity and bond neutral

Mexico Retail Sales y/y Apr 30.1% 2.5% 30.3% ** 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 14 -1 Up

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

TED spread (bps) 10 10 0 Neutral

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

10-yr T-note (%) 1.48 1.49 -0.01 Neutral

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

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

Currencies Direction

dollar Flat Down

euro Up Up

yen Up Up

pound Flat Up

franc Flat Up

Central Bank Action Current Prior Expected

Bank of England Bank Rate 0.100% 0.100% 0.100% On forecast

BOE Corporate Bond Target 20b 20b 20b On forecast

BOE Gilt Purchase Target 875b 875b 875b On forecast

Mexican Overnight Rate 4.000% 4.000% 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 $75.32 $75.19 0.17%

WTI $73.14 $73.08 0.08%  

Natural Gas $3.33 $3.33 0.00%  

Crack Spread $20.45 $20.59 -0.68%

12-mo strip crack $20.22 $20.46 -1.20%

Ethanol rack $2.55 $2.55 0.00%

Gold $1,780.63 $1,778.68 0.11%

Silver $26.00 $25.89 0.41%

Copper contract $427.20 $432.40 -1.20%

Corn contract $524.50 $535.75 -2.10%

Wheat contract $653.50 $663.75 -1.54%

Soybeans contract $1,279.75 $1,300.25 -1.58%

Baltic Dry Freight 3147 3119 28

Actual Expected Difference

Crude (mb) -7.6 -3.5 -4.1

Gasoline (mb) -2.9 1.0 -3.9

Distillates (mb) 1.8 1.0 0.8

Refinery run rates (%) -0.40% 0.50% -0.90%

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 

the South.  The forecast calls for wet conditions across most 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 6/23/2021 close) 
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(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 6/23/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond
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Cash

US High Yield

Emerging Markets (local currency)

Emerging Markets ($)
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Growth

Large Cap
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Value
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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 24, 2021 
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P/E as of 6/23/2021 = 24.8x

 
 

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


