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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: March 15, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  The 

EuroStoxx 50 is up 0.4% from its last close.  In Asia, the MSCI Asia Apex 50 was down 0.6% 

from the prior close.  Chinese markets were lower, with the Shanghai Composite down 1.0% 

from its prior close and the Shenzhen Composite down 2.1%.  U.S. equity index futures are 

signaling a higher open.   

 

We have published our latest Weekly Geopolitical Report, which is Part II of our two-part series 

on the Western Sahara.  We also have several other recent multimedia offerings.  There is a new 

chart book recapping the recent changes we made to our Asset Allocation portfolios.  Here is the 

latest Confluence of Ideas podcast.  The most recent Asset Allocation Weekly, chart book, and 

podcast are also available.  This week’s Weekly Energy Update is available.  You can find all 

this research and more on our website. 

 

Good morning, Monday!  We have an additional sign of spring, the semiannual clock 

adjustment.  March Madness begins this week, all in one city.  U.S. equity futures are ticking 

higher this morning as Treasury yields are steady to lower.  Our coverage leads off with 

international news; German regional elections were negative for the ruling CDU/CSU coalition.  

Economics and policy are next, with a focus on bank leverage ratios and Treasury yields.  

Immigration is also a growing issue.  China coverage is next, and we close with the pandemic 

update.   

 

International news:  German regional elections and Myanmar lead our coverage. 

• In the fall, Germany will hold national elections and the CDU/CSU center-right coalition 

will head into that election without Chancellor Merkel, who is retiring.  This weekend, in 

what was viewed as an early test of the ruling coalition’s popularity, regional elections 

were held in Baden-Württemberg and Rhineland-Palatinate, two strongholds of the 

CDU/CSU.  It didn’t go well.  The Greens dominated, with the CDU’s vote share falling 

to a record low 23% in Baden-Württemberg.  In Rhineland-Palatinate, the SDU 

dominated with the CDU running second at 26.0%.  The AfD actually suffered losses, 

suggesting that the right-wing populists were not the cause of the CDU’s problems.  To 

some extent, this poor showing may be due to regional factors.  The Greens are being 

seen as a center-left pragmatic party that governs well; that may have been true in Baden-

Württemberg, but it may not translate nationally.   

o The CDU has been hit with a series of scandals and, as is often the case for parties 

losing a strong leader, the succession leadership hasn’t inspired voters.  The 
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disruption caused by the pandemic is also a negative for the party in power, no 

matter how difficult the situation was.  This loss could give the CDU an incentive 

to adjust before September. 

o If the center-right does lose power in the autumn, it will be a risk factor for 

Eurozone assets and the EUR as Germany is the dominant nation in the bloc. 

• Protests continue unabated in Myanmar and the death toll is grimly rising as well.  Over 

50 people were fatally shot over the weekend.  The military declared martial law over the 

Hlaingthaya district of Yangon over the weekend, the first declaration since the coup.  In 

an escalation, protestors burned down Chinese factories.  We will be watching to see how 

patient Beijing will be with Myanmar’s leaders if Chinese assets continue to be 

threatened.   

• U.S. negotiators are ramping up efforts to bring the Afghanistan war to a close.  Afghan 

officials worry that the talks are more about the end of U.S. involvement and less about 

stabilizing the country.   

• The conservative government in Australia has been rocked by allegations of rape by 

members of the administration.  The allegations and subsequent protests have started to 

adversely affect the government’s poll numbers.   

• Although the Biden administration says it will “sit down tomorrow” with the Iranian 

leadership to restart talks, the reality is that both sides are far apart on numerous issues.  

We doubt Iran will return to talks until after the June elections.  We are seeing reports 

that former Iranian President Mahmoud Ahmadinejad is considering a run for his old 

position; the mullahs are reportedly cool to the idea.  Ahmadinejad has been open to talks 

with the U.S. 

• The fallout from Brexit continues; about €100 billion of Irish-listed securities left the 

securities depository in London for EuroClear in Brussels over the weekend.   

 

Economics and policy:  All eyes remain on the Treasury market.   

• Last year, the Fed relaxed the supplemental leverage ratio (SLR), sort of an extra 

leverage ratio that banks have that acts as a restraint on bank balance sheets.  In addition 

to the capital assigned to various bank assets, the SLR is an overall leverage ratio for all 

bank assets.  Essentially, it measures the assets relative to cash and equity, including 

common equity and some forms of preferred equity.  Last March, the Fed granted 

temporary relief to banks from the Treasuries they held, in that the Treasuries on the 

balance sheets of banks would not count against the SLR.  In addition, banks had 

restrictions on dividends and stock repurchases. 

o The dividend and stock repurchase restraints have been eased.  The SLR 

adjustment is scheduled to end on March 31.  Senators Warren (D-MA) and 

Brown (D-OH) oppose extending the measure.   

o The fear is that if the SLR reverts back to its previous rules, banks will reduce 

their Treasury purchases.  In fact, banks may be forced to reduce their holdings to 

comply with SLR rules.  This raises questions on who will buy to clear the 

Treasury markets and at what price (yield). 
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(Source: IIF and Adam Tooze) 

 

o One source of demand could be foreigners.  Although foreigners have been net 

sellers recently, recent moves in the dollar have led to favorable hedging 

conditions.   

o Despite opposition from the left-wing populists, the Fed could extend the waiver; 

that idea is apparently under consideration.  The tradeoff might be restrictions on 

dividends and buybacks. 

o A complicating factor is that as relief checks hit accounts as deposits, the 

corresponding increase in assets (at least initially, in reserves) will further stretch 

leverage ratios, leading to the paradoxical problem where stimulus leads to banks 

selling assets (and, given the liquidity in Treasuries, that will likely be the first 

asset sold), lifting interest rates and unsettling markets.  Already, there is talk of 

banks applying a negative rate to commercial deposits or simply refusing to 

accept them.  Of course, the SLR itself seems unreasonable; it seems odd that a 

safe asset like Treasuries would be included in a leverage ratio anyway.   

o We do expect this situation to be resolved, but it may require a crisis first. 

• In anticipation of a change in immigration policy, there has been an influx of migrant 

children on the U.S./Mexican frontier.  The Biden administration finds itself in the 

middle of controversy on this issue.  Left-wing populists are pushing hard for a more 

open border, but the White House fears that uncontrolled immigration will be a potent 

political point for the midterm elections.  The administration has been slow to overturn 

Trump-era immigration policies, likely trying to weave a middle road between the left 

and right.  The House will hold a couple of votes this week as a test of what might be 

possible.   

• With the passage of the stimulus bill, the focus has shifted to infrastructure.  Given the 

widening deficit, there is growing talk of tax measures to fund at least part of the 

https://www.wsj.com/articles/the-treasury-market-could-soon-get-more-love-11615466176?st=b9wb2qafzaoeuup&reflink=desktopwebshare_permalink
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https://www.cbsnews.com/news/immigration-migrant-children-border-patrol-custody-4200-past-legal-limit/
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spending.  It’s not clear to us if this will pass; centrist Democrats know that tax hikes will 

make reelection difficult in 2022.  There has been consideration of a wealth tax; OECD 

analysis of wealth taxes are that they are mostly ineffective because wealth can move 

around.   

• Companies are still slow to respond to the inevitable end of LIBOR.   

• One of the positive surprises is that state and local government coffers have held up 

during the pandemic.  There was great fear, that we shared, that a drop in tax revenue 

would lead to a situation similar to what occurred in 2010-11, where cuts in state and 

local government spending more than offset federal spending.  So, why did the states do 

so well?  Taxes on pot sales. 

• The U.S. is rethinking its cybersecurity policy in the wake of numerous recent failures. 

• The Fed meets this week.  Although no change in policy is expected, the markets will be 

watching to see if there is any concern about inflation.  We don’t expect any worry to be 

expressed.   

• Florida has been experiencing a flood of outsiders moving in, and former residents 

moving out.  The net result is that the state actually lost population last year.  The influx 

is being driven by the usual goal of retiring to a warmer climate and low taxes; the 

outflow is being driven by increasing temperatures, a reluctance to deal with hurricanes, 

and rising home prices. 

• In the 1980s, New Zealand led the practice of central banks targeting inflation.  The 

RBNZ may be starting a new trend; the central bank is starting to monitor home prices in 

formulating policy.  For the most part, developed market central banks have studiously 

avoided using asset prices to set policy.  This stance has tended to lead to policies that 

have fostered asset price inflation.  We will be watching to see if this becomes a new 

trend. 

 

China:  CPC meetings are finished; now, we see how the policy is implemented.   

• So now that the CPC meetings are behind us, what is the message of the next five-year 

plan?  In a nutshell, self-sufficiency.  General Secretary Xi is embarking on a plan of 

deglobalization to protect China from U.S.-driven isolation.  Xi is also seemingly moving 

China to a war footing. 

• China’s economy is doing well, but mostly due to rising investment.  Since investment is 

usually debt-funded, the worry is that growth is being boosted by unsustainable 

borrowing.   

• It is also becoming increasingly clear that Chinese regulators are cracking down on 

fintech.  Part of the reason is a rise in consumer debt, mostly among younger households.  

The fintech firms make borrowing easy; regulators appear poised to make borrowing 

more difficult, which may stunt consumption.   

• In Europe, there is evidence of concern about Chinese dominance.  First, German 

industry is pushing the EU to take a stronger stance against China’s trade practices.  

Second, Ukraine announced it was nationalizing Motor Sich (MSICH, UAH, 5298), a 

firm that makes engines for cargo aircraft and helicopters, in order to prevent the 

company from being sold to Chinese firm Skyrizon (0941, HKD, 52.00).  Skyrizon is on 

https://www.wsj.com/articles/yellen-says-biden-administration-undecided-on-wealth-tax-11615737949?st=8025xh1jtthixsz&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/companies-still-working-on-libor-changeover-11615545001?st=p6ndj42mcfyqnbp&reflink=desktopwebshare_permalink
https://thehill.com/homenews/state-watch/542944-states-reap-windfall-as-pot-sales-soar?rl=1
https://www.nytimes.com/2021/03/14/us/politics/us-hacks-china-russia.html?smid=url-share
https://www.cnn.com/2021/03/14/investing/stocks-week-ahead/index.html
https://www.wsj.com/articles/feds-powell-to-take-questions-on-job-market-interest-rates-bond-yields-11614872817?st=7xrw86cbi4yuwhe&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/people-moving-to-florida-during-covid-11615463911?st=6grphnyuxp4hhj7&reflink=desktopwebshare_permalink
https://www.ft.com/content/c8959502-7dae-43b1-b993-3bf85fb4325a
https://www.ft.com/content/c8959502-7dae-43b1-b993-3bf85fb4325a
https://www.economist.com/china/2021/03/13/a-confident-china-seeks-to-insulate-itself-from-the-world
https://www.rfa.org/english/news/china/combat-03102021110542.html
https://www.rfa.org/english/news/china/combat-03102021110542.html
https://www.wsj.com/articles/chinas-economic-activity-soars-but-jobless-rate-hits-ceiling-set-by-beijing-11615798508
https://www.wsj.com/articles/china-regulators-plan-to-tame-tech-giant-alibaba-jack-ma-11615475344?st=ep7lm6mmzulhf7s&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/china-regulators-plan-to-tame-tech-giant-alibaba-jack-ma-11615475344?st=ep7lm6mmzulhf7s&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-youthful-debt-fueled-spending-spree-sparks-a-reckoning-11615631400?st=6d5imphkqjh4qhd&reflink=desktopwebshare_permalink
https://www.reuters.com/article/us-china-parliament-germany-industry/german-industry-urges-eu-to-toughen-response-to-unfair-chinese-trade-practices-idUSKBN2B31T9
https://www.reuters.com/article/us-china-parliament-germany-industry/german-industry-urges-eu-to-toughen-response-to-unfair-chinese-trade-practices-idUSKBN2B31T9
https://ua.usembassy.gov/chinas-skyrizon-added-to-u-s-commerce-department-military-end-user-list/
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the Commerce Department’s sanction list due to its ties to the Chinese military.  It 

appears the action was taken to avoid problems with Washington. 

o Meanwhile, a federal judge has blocked enforcement of the investment ban on 

Xiaomi (1810, HKD, 24.35), calling the process “deeply flawed.” 

• The “five eyes” coalition is actively mining rare earths in Greenland.   

• Microsoft (MSFT, USD, 235.75) is investigating if cybersecurity companies with which 

it collaborates may be leading vulnerabilities to hackers.  The company is part of an 

international consortium of cybersecurity firms, some of which are Chinese. 

  

COVID-19:  The number of reported cases is 119,942,311 with 2,655,161 fatalities.  In the U.S., 

there are 29,439,057 confirmed cases with 534,889 deaths.  U.S. case counts are the lowest since 

early October.  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 135,847,835 doses of the vaccine have been distributed, with 107,060,274 of 

doses injected.  The number receiving a first dose is 69,784,210, while the number of second 

doses, which would grant the highest level of immunity, is 37,459,269.  The FT has a page on 

global vaccine distribution.    

 

Virology 

• The travails of EU vaccine distribution continue.  The Netherlands and Ireland have 

suspended use of the AstraZeneca (AZN, USD, 48.42) vaccine due to blood clotting 

concerns.  EU officials admit that “mistakes were made” in ordering vaccines; the EU 

seemed more worried about price than quantity and thus is coming up short to meet the 

needs of the members.  The grumbling is rising; Austria’s chancellor made calls to other 

heads of state to complain.   

o In contrast, the Johnson government is scaling up its vaccination efforts.   

• Meanwhile, Israeli research shows that the Pfizer (PFE, USD, 34.94) vaccine was 97% 

effective in preventing illness.  Even more importantly, it appears it halts asymptomatic 

spread, suggesting it grants sterilizing immunity.   

• China and Russia have made diplomatic inroads by providing vaccines to the emerging 

world.  The U.S. and Japan are stepping up foreign distribution efforts.  However, we 

note that Indian vaccine producers are warning that U.S. policy is slowing global 

distribution efforts.   

o There have been modest, at best, international efforts to distribute vaccines.  For 

the most part, vaccine nationalism has tended to dominate, even for research.  The 

experience of South Africa shows that this policy, although reasonable, is short-

sighted because the lack of vaccinations in the developed world will tend to foster 

variants of the virus that could be vaccine resistant.   

• One of the ways we tried to measure the impact of COVID-19 was to compare it to 

influenza pandemics.  The most recent research tends to suggest that COVID-19 was far 

more deadly.  This analysis potentially resolves a problem in the data; there wasn’t a lot 

https://ua.usembassy.gov/chinas-skyrizon-added-to-u-s-commerce-department-military-end-user-list/
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https://www.wsj.com/articles/xiaomi-wins-court-ruling-halting-u-s-investment-ban-11615604756?st=twejgk0a5cg5oy2&reflink=desktopwebshare_permalink
https://en.wikipedia.org/wiki/Five_Eyes#:~:text=The%20Five%20Eyes%20(FVEY)%20is,joint%20cooperation%20in%20signals%20intelligence.
https://polarconnection.org/five-eyes-critical-minerals-alliance-focus-greenland/
https://www.ft.com/content/171e9ea6-96d7-4ffa-ad9f-6ed6a7ddb118
https://www.ft.com/content/171e9ea6-96d7-4ffa-ad9f-6ed6a7ddb118
https://www.nytimes.com/live/2021/03/15/world/covid-19-coronavirus?name=styln-coronavirus&region=hub&block=storyline_live_updates_block_recirc&action=click&pgtype=LegacyCollection&impression_id=
https://coronavirus.jhu.edu/map.html
https://www.wsj.com/livecoverage/covid-2021-03-15
https://www.wsj.com/livecoverage/covid-2021-03-15
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.rijksoverheid.nl/documenten/kamerstukken/2021/03/14/kamerbrief-over-het-pauzeren-van-de-toediening-van-het-astrazeneca-vaccin
https://www.politico.eu/article/ireland-suspends-astrazeneca-coronavirus-vaccine-blood-clots/
https://www.tagesspiegel.de/politik/eu-kommissionsvize-timmermans-bei-der-bestellung-der-impfstoffe-wurden-fehler-gemacht/2700252
https://www.ft.com/content/d14df110-cbb0-4652-98cb-15e716cfff7b
https://www.politico.eu/article/austria-eu-coronavirus-vaccines-distribution-european-commission-sebastian-kurz-summit/
https://www.ft.com/content/004666f0-1703-4d31-9398-1aa7b16e84bb?emailId=604ef2a4ff2ef20004d21329&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/covid-19-vaccine-from-pfizer-biontech-was-97-effective-at-preventing-illness-in-israel-11615479851?st=4ynufjk8p35vz2r&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/covid-19-vaccine-from-pfizer-biontech-was-97-effective-at-preventing-illness-in-israel-11615479851?st=4ynufjk8p35vz2r&reflink=desktopwebshare_permalink
https://www.ft.com/content/bcf5ff42-ac7f-4533-8fc2-b3e50a5e13ba?emailId=604ef2a4ff2ef20004d21329&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/7225cbad-8523-425f-b82c-d49b80c39417
https://www.ft.com/content/7225cbad-8523-425f-b82c-d49b80c39417
https://www.nytimes.com/live/2021/03/14/world/covid-19-coronavirus/the-discovery-of-the-dangers-of-a-variant-in-south-africa-shows-that-global-vaccine-trials-are-indispensible
https://www.bloomberg.com/opinion/articles/2021-03-11/covid-19-was-far-deadlier-than-the-1957-and-1968-flu-pandemics?cmpid=BBD031221_AUT&utm_medium=email&utm_source=newsletter&utm_term=210312&utm_campaign=authers
https://www.bloomberg.com/opinion/articles/2021-03-11/covid-19-was-far-deadlier-than-the-1957-and-1968-flu-pandemics?cmpid=BBD031221_AUT&utm_medium=email&utm_source=newsletter&utm_term=210312&utm_campaign=authers
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of evidence in the economic data to suggest the 1956 and 1968 influenza pandemics were 

a big problem.  That wasn’t necessarily the case with the 1918 influenza pandemic, but 

even that one didn’t seem to have a huge effect.  The most recent data suggests the 

COVID-19 virus was more virulent than influenza, and thus, had a greater impact.  

o One of the natural experiments we have noted is how Florida has done relative to 

other states.  The Sunshine State had less stringent policies relative to other states, 

but the performance in dealing with the pandemic appears to be about the same.  

It is far too early to tell why this was the case, but the performance should give 

ample data to see what worked and what didn’t. 

o In addition, in the emerging world, waves of infections tended to dissipate.  It is 

unclear why this occurred.  Again, this will be another area for further analysis.   

 

U.S. Economic Releases  

The Empire Manufacturing Index came in stronger than expected in March, providing a boost to 

economic optimism.  The index came in at 17.4 compared to expectations of 12.1.  This is the 

highest level of the index since last July and the ninth consecutive reading above zero, which 

indicates an improvement in economic activity. 
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The chart above shows the Empire Manufacturing Index along with its six-month moving 

average.  The moving average rose from 9.06 to 9.11. 

 

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

 

https://apnews.com/article/public-health-health-florida-coronavirus-pandemic-ron-desantis-889df3826d4da96447b329f524c33047?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/south-africas-drop-in-covid-19-cases-adds-to-questions-about-waves-of-infections-11615734003?st=dtzmo75x44fwf9y&reflink=desktopwebshare_permalink
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EDT Indicator Expected Prior Rating

16:00 Total Net TIC Flows m/m Jan -$0.6b **

16:00 Net Long-term TIC Flows m/m Jan $121.0b **

Economic Releases

No speakers or events scheduled

Fed Speakers or Events

 
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

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

ASIA-PACIFIC

China New Home Prices m/m Feb 0.4% 0.3% ** Equity and bond neutral

Industrial Production YTD y/y Feb 35.1% 32.2% *** Equity bullish, bond bearish

Fixed Assets Ex Rural YTD y/y Feb 35.0% 40.9% ** Equity and bond neutral

Property Investment YTD y/y Feb 38.3% 53.4% ** Equity and bond neutral

Surveyed Jobless Rate m/m Feb 5.5% 5.2% *** Equity and bond neutral

Retail Sales YTD y/y Feb 33.80% 32.0% ** Equity bullish, bond bearish

Japan Core Machine Orders m/m Jan -4.5% 5.2% -5.5% ** Equity and bond neutral

Tertiary Industry Index m/m Jan -1.7% -0.4% -0.6% ** Equity bullish, bond bearish

India Wholesale Prices y/y Feb 4.2% 2.0% 4.0% ** Equity bearish, bond bullish

New Zealand Performance Services Index m/m Feb 49.1 47.9 ** Equity bullish, bond bearish

Net Migration SA m/m Jan 631.0 451.0 ** Equity bullish, bond bearish

EUROPE

Germany Wholesale Price Index m/m Feb 1.4% 2.1% ** Equity and bond neutral

Italy General Government Debt m/m Jan 2603.1b 2569.3b ** Equity bullish, bond bearish

Switzerland Domestic Sight Deposits CHF w/w 12-Mar 631.8b 636.0b * Equity and bond neutral

Total Sight Deposits CHF w/w 12-Mar 702.8b 703.1b * 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. 
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Today Prior Change Trend

3-mo Libor yield (bps) 19 18 1 Up

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

TED spread (bps) 17 16 1 Up

U.S. Libor/OIS spread (bps) 7 7 0 Up

10-yr T-note (%) 1.62 1.63 -0.01 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 Flat Up

Central Bank Action Current Prior Expected

China 1-Yr Medium Lending Facility Rate 2.950% 2.950% 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. 
 

Price Prior Change Explanation

Brent $69.28 $69.22 0.09%

WTI $65.70 $65.61 0.14%

Natural Gas $2.54 $2.60 -2.23%

Crack Spread $21.98 $22.22 -1.05%

12-mo strip crack $18.84 $19.08 -1.29%

Ethanol rack $1.93 $1.92 0.43%

Gold $1,729.60 $1,727.11 0.14%

Silver $26.09 $25.92 0.66%

Copper contract $414.85 $414.00 0.21%

Corn contract $533.00 $539.00 -1.11%

Wheat contract $636.50 $638.50 -0.31%

Soybeans contract $1,403.25 $1,413.25 -0.71%

Baltic Dry Freight 1960 1970 -10

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

northern third of the country and most of the Pacific, with cooler temperatures for the rest of the 

country.  The forecast calls for drier than normal conditions in the Pacific Northwest and wetter 

conditions for the rest of the country. 
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Data Section 
 

U.S. Equity Markets – (as of 3/12/2021 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 3/12/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Corporate Bond

US Government Bond

US High Yield

Cash

Foreign Developed ($)

Emerging Markets ($)

Large Cap

Emerging Markets (local currency)

Foreign Developed (local currency)

Real Estate

Commodities

Mid Cap

Small Cap
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). 

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 

 

March 11, 2021 
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P/E as of 3/10/2021 = 27.7x

 
 

Based on our methodology,1 the current P/E is 27.7x, 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 three actual quarters (Q2, Q3, and Q4) and one estimate (Q1). 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. 


