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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 29, 2021—9:30 AM EDT] Global equity markets are generally lower this 

morning.  In Europe, the EuroStoxx 50 is up 0.4% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed down 0.6%.  Chinese markets were lower, with the Shanghai Composite and the 

Shenzhen Composite down 0.9%.  U.S. equity index futures are signaling a flat to 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 (6/28/2021): The Mid-Year Geopolitical Outlook 

• 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 (6/25/2021) (with associated podcast and chart book): We look 

at the Flow of Funds data from the Federal Reserve for insights on the economy and 

financial system. 

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

 

In today’s Comment, we open with a range of U.S. and global news regarding regulation and 

taxes, followed by various international political developments.  We conclude with our usual 

news update related to the coronavirus pandemic, including important new research indicating 

that it’s okay to mix different types of vaccines. 

 

U.S. Technology Industry:  Although we’ve talked a lot about rising antitrust scrutiny and 

increased regulatory risks for big U.S. technology firms, it’s important to remember those firms 

will win some of their battles.  Yesterday, a U.S. district judge in Washington dismissed a series 

of federal and state antitrust suits against Facebook (FB, $355.64) on the grounds that they didn’t 

plead enough allegations to support monopolization claims, and the state attorneys general 

waited too long to bring their claims. 

• Despite the industry’s win in this battle, it will still have much work ahead to avoid 

losing the regulatory war it is facing. 

• Indeed, the federal suit dismissed yesterday can be amended and refiled within 30 days, 

and big tech firms still face a range of regulatory attacks all over the world.  For 

technology investors, that means regulatory risk will likely remain a risk for the time 

being. 

 

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_28_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_25_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/federal-judge-dismisses-government-antitrust-lawsuits-against-facebook-11624907747?mod=business_lead_pos6
https://www.wsj.com/articles/federal-judge-dismisses-government-antitrust-lawsuits-against-facebook-11624907747?mod=business_lead_pos6
https://www.wsj.com/articles/federal-judge-dismisses-government-antitrust-lawsuits-against-facebook-11624907747?mod=business_lead_pos6
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U.S. Banking Industry:  Now that the Federal Reserve has loosened restrictions on payouts, 

several large U.S. banks yesterday announced they would hike their dividends.  The hikes 

announced yesterday should amount to approximately $2 billion in the coming quarter alone. 

 

Global Minimum Corporate Tax:  The G7’s proposal for a global minimum tax of 15% on 

corporations is already hitting obstacles as negotiators try to get the entire G20 grouping to sign 

on to it.  Negotiators have become increasingly concerned that the compromises needed to get 

countries on board will water down the final agreement. 

• Major countries resisting the deal include China, India, many other developing countries 

in Eastern Europe and beyond, and tax havens such as Switzerland and Ireland. 

• The proposal is set to be discussed by finance ministers from the G20 group of countries 

at a summit in Venice next month. 

 

Global Commodity Markets:  Prices for a wide range of commodities continue to correct after 

their big run-up during the spring, and not only because of the Federal Reserve’s recent hint that 

it might tighten monetary policy somewhat earlier than previously thought.  Now, U.S. hog 

prices are tumbling in response to the Chinese government’s declaration that it has rebuilt the 

hog herds devastated by an outbreak of African swine fever in 2018.  The most active hog 

futures contract on the CME recently fell below $1.00 per pound for the first time since March. 

 

Germany:  In an interview with the Financial Times, Finance Minister Olaf Scholz tried to 

thread a very narrow needle by supporting continued high levels of fiscal stimulus next year.  

But, he is also insisting that there is no need to loosen EU or German restrictions on spending 

and debt.  Scholz is the center-left Social Democrats’ candidate for chancellor in September’s 

federal election. 

 

China-Russia:  Presidents Xi and Putin have agreed to extend the 20-year-old friendship treaty 

between their two countries, marking another step toward greater alignment between Beijing and 

Moscow and heightening their ability to compete against the U.S. and its liberal democratic 

allies. 

 

Japan-China-Russia:  Japanese Deputy Defense Minister Yasuhide Nakayama has warned of 

the growing threat posed by Chinese and Russian collaboration.  He said it was necessary to 

"wake up" to Beijing's pressure on Taiwan and protect the island "as a democratic country."  

Nakayama even questioned whether the U.S., Japan, and other countries should have ever 

recognized Beijing and its “One China” policy over Taipei.  The remarks are sure to generate 

condemnation by China and could lead to more significant disruptions in the Japan-China 

relationship. 

 

Ethiopia/Tigray:  Rebels in the Tigray region have routed federal forces and taken control of 

the regional capital of Mekelle.  The interim regional administration installed by Addis Ababa 

has fled, and the federal government has called for a ceasefire.  However, now that the rebels 

appear to have momentum, they are unlikely to accept a truce and will probably keep pushing 

their advantage, which could lead to further instability in the horn of Africa. 

https://www.ft.com/content/1c904432-479c-45b3-84e5-857a06bdadb5
https://www.ft.com/content/562fa83d-1af2-4002-82b8-fded22d2df51
https://www.wsj.com/articles/u-s-hog-prices-sink-as-china-rebuilds-herd-11624959001?mod=hp_lead_pos3
https://www.wsj.com/articles/u-s-hog-prices-sink-as-china-rebuilds-herd-11624959001?mod=hp_lead_pos3
https://www.ft.com/content/1d6d8876-2b21-4550-ba85-443d5c20919b
https://www.ft.com/content/1d6d8876-2b21-4550-ba85-443d5c20919b
https://www.ft.com/content/1d6d8876-2b21-4550-ba85-443d5c20919b
https://www.rferl.org/a/putin-xi-friendship-treaty-russia-china/31330504.html
https://www.rferl.org/a/putin-xi-friendship-treaty-russia-china/31330504.html
https://www.reuters.com/world/asia-pacific/japan-minister-says-necessary-wake-up-protect-taiwan-2021-06-28/
https://www.reuters.com/world/asia-pacific/japan-minister-says-necessary-wake-up-protect-taiwan-2021-06-28/
https://www.ft.com/content/b1eac4d5-945f-4220-9dfe-de871030d520
https://www.ft.com/content/b1eac4d5-945f-4220-9dfe-de871030d520
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COVID-19:  Official data show confirmed cases have risen to 181,497,289 worldwide, with 

3,931,610 deaths.  In the United States, confirmed cases rose to 33,641,386 with 604,152 deaths.  

Vaccine doses delivered in the U.S. now total 381,282,720, while the number of people who 

have received at least their first shot totals 179,615,165.  Finally, here is the interactive chart 

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

by population.   

 

Virology 

• The latest CDC data shows, 54.1% of the U.S. population has now received at least one 

dose of a vaccine, and 46.3% of the population is fully vaccinated. 

• As the European Union’s mass vaccination programs finally hit their stride and the U.S. 

program continues to slow, many EU countries are on the verge of surpassing the U.S. in 

terms of the share of their population having received at least one shot.  A faster increase 

in vaccination rates is seen as essential in containing the more deadly, highly 

transmissible Delta variants of the virus. 

• According to a new study, alternating a dose of the vaccine from Pfizer (PFE, $39.12) 

with a dose of the vaccine from AstraZeneca (AZN, $60.07) is safe and provides a strong 

immune response against COVID-19.  The research supports the idea of mixing different 

vaccine types, which is already being done in some countries.  In turn, that could help 

ease the logistical challenges in vaccinating people. 

 

U.S. Economic Releases  

 

Home prices continued to expand at a faster than expected pace in April, as low-interest rates 

continue to support stronger demand for homes.  The Federal Housing Finance Agency (FHFA) 

House Price Index rose 1.8% from the prior month compared to expectations of a 1.6% rise. The 

acceleration in home prices is reflected in a separate survey by Standard & Poor’s.  The S&P 

CoreLogic Case-Shiller Home Price Index for the top 20 cities showed a rise of 2.1% from the 

prior month compared to expectations of 1.8%.  Meanwhile, the national index rose 1.6%. 

 

https://www.nytimes.com/live/2021/06/29/world/covid-19-vaccine-coronavirus-updates
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/u-s-poised-to-fall-behind-europe-on-covid-19-vaccine-first-doses-11624961154?mod=hp_lead_pos11
https://www.wsj.com/articles/u-s-poised-to-fall-behind-europe-on-covid-19-vaccine-first-doses-11624961154?mod=hp_lead_pos11
https://www.wsj.com/articles/third-astrazeneca-covid-shot-can-be-effective-booster-study-shows-11624896656
https://www.wsj.com/articles/third-astrazeneca-covid-shot-can-be-effective-booster-study-shows-11624896656
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The chart above shows the annual change in the index for the top 20 cities and for the country. 

Home prices for the 20-city composite rose 14.9% from the prior year, while prices for homes 

across the country rose 14.9%.  The rise in home prices largely comes from mid-size cities such 

as Phoenix, San Diego, and Seattle.  

 

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

EDT Indicator Expected Prior Rating

10:00 Conf. Board Consumer Confidence m/m Jun 117.2 119 **

10:00 Conf. Board Present Situation m/m Jun 144.3 **

10:00 Conf. Board Expectations m/m Jun 99 **

EST Speaker or event

9:00 Thomas Barkin Takes Part in MNI Event President of the Federal Reserve Bank of Richmond

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 Jobless Rate m/m May 3.0% 2.8% 2.9% *** Equity bearish, bond bullish

Job-To-Applicant Ratio m/m May 1.09 1.09 1.08 ** Equity bearish, bond bullish

Retail Sales y/y May 8.2% 12.0% 8.1% ** Equity and bond neutral

Dept. Store, Supermarket Sales y/y May 5.7% 15.5% 7.0% * Equity bullish, bond bearish

Australia ANZ Roy Morgan Consumer Confidence w/w 27-Jun 112.2 112.4 ** Equity and bond neutral

EUROPE

Eurozone Consumer Confidence m/m Jun -3.3 -3.3 *** Equity and bond neutral

Economic Confidence m/m Jun 117.9 114.5 116.5 *** Equity bullish, bond bearish

Industrial Confidence m/m Jun 12.7 11.5 12.1 *** Equity bullish, bond bearish

Services Confidence m/m Jun 17.9 11.3 14.8 *** Equity bullish, bond bearish

France ILO Unemployment Rate q/q 1Q 8.1% 8.0% 8.1% *** Equity and bond neutral

ILO Mainland Unemployment Rate q/q 1Q 7.8% 7.7% 7.7% *** Equity and bond neutral

Consumer Confidence m/m Jun 107 97 100 ** Equity bullish, bond bearish

UK Nationwide House PX m/m Jun 0.7% 1.8% 0.7% ** Equity and bond neutral

Net Consumer Credit m/m May 0.3b -0.4b 0.3b ** Equity and bond neutral

Consumer Credit y/y May -3.2% -5.7% ** Equity and bond neutral

Net Lending Sec. on Dwellings m/m May 6.6b 3.3b 4.4b ** Equity bullish, bond bearish

Mortgage Approvals m/m May 87.5k 86.9k 85.8k ** Equity bullish, bond bearish

AMERICAS

Brazil Outstanding Loans MoM m/m May 1.2% 0.5% 0.7% * Equity bullish, bond bearish

Total Outstanding Loans m/m May 4178b 4126b 4147b * Equity and bond neutral

Personal Loan Default Rate m/m May 4.1% 4.0% ** Equity and bond neutral

Federal Debt Total m/m May 5171b 5089b ** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 25-Jun 65.8 65.2 *** Equity and bond neutral

Mexico Trade Balance m/m May 339.7m 1500.6m 1284.8m ** 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. 

 
Today Prior Change Trend

3-mo Libor yield (bps) 15 15 0 Up

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

TED spread (bps) 10 10 0 Neutral

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

10-yr T-note (%) 1.51 1.52 -0.01 Neutral

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

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

Currencies Direction

dollar Down Down

euro Flat Up

yen Flat Up

pound Up 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 $74.69 $74.68 0.01%

WTI $72.84 $72.91 -0.10%  

Natural Gas $3.66 $3.59 1.84%  

Crack Spread $19.40 $19.09 1.63%

12-mo strip crack $19.16 $18.86 1.62%

Ethanol rack $2.52 $2.51 0.34%

Gold $1,771.20 $1,778.48 -0.41%

Silver $25.92 $26.11 -0.73%

Copper contract $422.25 $427.85 -1.31%

Corn contract $546.75 $547.25 -0.09%

Wheat contract $650.00 $651.50 -0.23%

Soybeans contract $1,310.50 $1,312.50 -0.15%

Baltic Dry Freight 3324 3255 69

Actual Expected Difference

Crude (mb) -4.0

Gasoline (mb) -0.7

Distillates (mb) 1.0

Refinery run rates (%) 0.40%

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 in the 

Northwest and Northeast regions, with cooler temperatures in Texas, the Mississippi Valley, and 

the South.  The forecast calls for wet conditions from the Southwest through the Mississippi 

Valley and up the East Coast, with dry conditions in the Pacific Northwest and the Northern 

Great Plains.  Meanwhile, remnants of Tropical Storm Danny are moving through Georgia. 
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Data Section 
 

U.S. Equity Markets – (as of 6/28/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Utilities
Consumer Staples

Consumer Discretionary
Healthcare

Technology
Materials
S&P 500

Industrials
Communication Services

Real Estate
Financials

Energy

YTD Total Return

-4.0% -2.0% 0.0% 2.0%

Energy

Financials

Industrials

Real Estate

Materials

Consumer Discretionary

Consumer Staples

Healthcare

S&P 500

Utilities

Technology

Communication Services

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 6/28/2021 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

Mid Cap

Small 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 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. 


