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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 25, 2021—9:30 AM EDT] Global equity markets are generally lower this 

morning.  The EuroStoxx 50 is down 0.2% from its last close.  In Asia, the MSCI Asia Apex 50 

was down 0.4% from the prior close.  Chinese markets were lower, with the Shanghai Composite 

down 0.1% from its prior close and the Shenzhen Composite relatively unchanged.  U.S. equity 

index futures are now signaling a lower open.   

 

We have published our latest Weekly Geopolitical Report, which constitutes Part II of our series 

on the geopolitics of Central Bank Digital Currencies (CBDC).  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 our latest Confluence of Ideas podcast.  Our most recent 

Asset Allocation Weekly, chart book, and podcast are also available.  Being Thursday, we have a 

new Weekly Energy Update today.  You can find all this research and more on our website. 

 

Good morning!  U.S. equity markets have turned lower this morning.  Our coverage begins with 

the pandemic, with a focus on the mess that Chancellor Merkel finds herself in with elections 

coming in autumn.  China coverage follows; the diplomatic spat between the EU and China has 

intensified and Beijing and Moscow continue to tighten relations.  International coverage is next, 

followed by economics and policy, and we close with technology news. 

 

COVID-19:  The number of reported cases is 124,894,108 with 2,745,702 fatalities.  In the U.S., 

there are 30,011,551 confirmed cases with 545,746 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 169,223,125 of the vaccine has been 

distributed with 130,473,853 of doses injected.  The number receiving at least one dose is 

85,472,166, while the number of second doses, which would grant the highest level of immunity, 

is 46,365,515.  The FT has a page on global vaccine distribution.  The weekly Axios map shows 

a mixed bag; some states are reporting falling cases, but there is a disturbing rise in others.  Due 

to reporting issues, we have seen a jump in U.S. infections to 86K.  

  

Virology 

• Germany is facing a jump in infections that is leading to a political crisis.  In light of a 

slow vaccine rollout and after a meeting with regional leaders, Chancellor Merkel 

decided to issue not only a lockdown order but to extend the Easter holiday by two days.  

The backlash was strong; protests broke out and the political opposition was critical of 

the move.  The suddenness of the action and the lack of planning for how businesses and 
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households would handle the changes to the holiday raised hackles.  And so, in the face 

of strong opposition, Merkel reversed her order and publicly took sole responsibility, 

asking Germans to forgive.   

o There is growing political fallout from the current government’s handling of the 

pandemic.  Although Germany’s actions, at first, were considered strong, the 

inability to distribute vaccines, the persistent waves of infections followed by 

ineffective lockdown measures, and the fact that there appears to be “no light at 

the end of the tunnel” have weighed on the government.  Political standouts of the 

CDU, possible successors to Merkel, have seen their stars fall, raising the 

possibility that the CDU/CSU/SPD will fall from power in September.  

o Belgium has announced a lockdown over Easter; however, the measures don’t 

appear to be all that strict and there hasn’t been a notable public response. 

• The EU’s vaccine program has been something of a mess.  The leadership focused on 

price rather than securing supply.  In a globalized world, this has led to a situation where 

vaccines produced in the EU are being shipped to other parts of the world, where nations 

paid higher prices.  Europe is considering restricting vaccine exports in response, which 

will not make its trading partners happy.  But supply isn’t the only problem.  Logistics 

and clear lines of authority have been a problem, too.   

o A recent example has been a raid by Italian authorities on a vaccine 

manufacturing facility in Italy.  Police found 29 million doses; the concern was 

that despite export restrictions AstraZeneca (AZN, USD, 48.79) was preparing to 

ship the doses outside the EU.  The company argued the vaccines were simply in 

the final stages of preparation before shipping.   

o The EU’s crackdown on exports has raised fears in the U.K. that doses it 

contracted won’t be shipped.  Officials on both sides claim that the EU and U.K. 

have worked out their differences, but no details of an agreement have emerged.   

• The U.K. is signaling that it will restrict travel between France and the U.K. due to the 

surge in COVID-19 cases in the EU. 

• AstraZeneca has revised down its efficacy rate to 76% from its original report of 79% 

due to data integrity problems.   

• The UAE has been aggressive in acquiring vaccines, allowing China and Russia to 

conduct clinical trials in return for vaccine supply.  The Sinopharm (SHTDY, USD, 

12.04) vaccine has been distributed; we note that health authorities are notifying some of 

the recipients who received two injections that they should receive a third, suggesting the 

prior inoculations were ineffective.  China claims a 79% efficacy rate, but never released 

any supporting data.  This vaccine has also been distributed in Egypt, Cambodia, 

Senegal, and Peru.  If it turns out the vaccine is ineffective, it would require these 

countries to source vaccines from other nations and would be a blow to China’s prestige.   

• Studies published in the New England Journal of Medicine suggest that out of 8,121 fully 

vaccinated employees at the University of Texas Southwestern Medical Facility, only 

four contracted COVID-19 after inoculation.  A similar study in Los Angeles hospitals 

shows seven out of 14,990.  Although we doubt the current vaccines will give us 

sterilizing immunity, these studies suggest it will be close.  In addition, those who did 
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https://www.nytimes.com/2021/03/24/world/europe/vaccine-European-Union-export.html?smid=url-share
https://www.politico.eu/article/eu-sends-italian-police-to-find-astrazeneca-coronavirus-vaccines/
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contract the disease reported mild symptoms, suggesting that getting the shot will keep a 

recipient from a serious case of the disease.   

China:  China’s foreign relations with the EU and U.S. are getting increasingly difficult.  In 

response, Beijing is getting close to Russia. 

• After chilly meetings in Alaska, U.S. officials are meeting with EU officials to build a 

common front against China.  EU officials have been cool to an assertive stance on fears 

of disrupting business ties, but, recently, the EU did sanction Chinese officials over 

Xinjiang abuses.  This has led China to respond in kind. 

o The recent Comprehensive Agreement on Investment, a China-EU pact, looks to 

be in trouble.  The European Parliament canceled a meeting to discuss the treaty 

and it may not come up for a while.  The postponement appears designed to give 

both sides a chance to cool tensions.  However, the U.S. is clearly trying to take 

advantage of the tensions by working to build a united front against China. 

o On a related note, the Chinese military was at the recent Alaska talks.  Reports 

argue that the meetings did allow for both the U.S. and Chinese military to discuss 

methods to avoid accidents.   

• Faced with increasing hostility, China is moving to tighten relations with Russia.  Not 

only has China faced criticism from the U.S. and EU over human rights, but the U.S., as 

noted above, has met with EU officials and held a virtual leaders meeting with the 

“Quad” states.  Foreign ministers from China and Russia met earlier this week and 

proposed to break Western hegemony.  We also note that China has been dressing down 

the EU and U.S. as well.  It would appear that Beijing is uncomfortable with the U.S. 

lining up allies against it. 

• The SEC is starting to implement regulations that could result in Chinese firms being 

delisted from U.S. exchanges.  Under Sarbanes-Oxley, all public companies must be 

audited by the U.S. Public Company Accounting Oversight Board.  Chinese-listed firms 

have refused to participate.  Until the last administration, the rule was generally not 

enforced.  Now, it appears the Biden administration is prepared to follow through on this 

regulation.  U.S.-listed Chinese companies have been weaker on this news.   

• This is the 100-year anniversary of the creation of the People’s Liberation Army.  It is 

being celebrated by loyalty lessons (no parade plans, so far).  We must admit we are a bit 

puzzled by this decision; the fact that a century remembrance requires loyalty classes 

suggests General Secretary Xi is uncomfortable with his military’s allegiance.   

• China continues to lag on its commitments to buy U.S. goods as part of the Phase I trade 

deal.   

• Adm. John Aquilino told the Senate Armed Forces Committee that China is closer to 

being able to take Taiwan by force.  Although such comments are sometimes used for 

budgetary reasons, we tend to agree with the admiral.   

International news:  Israel is trying to form a government, North Korea launched missiles, and 

the Indian farmers’ strike continues.   

• Israeli politics is always difficult for outsiders to fathom.  There are multiple parties, 

many of which have splintered off from larger ones.  Coalition-building is difficult, 

leading to unstable governments and repeated elections.  Recent elections were 
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https://www.globaltimes.cn/page/202103/1219363.shtml
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https://www.washingtonpost.com/world/asia_pacific/china-biden-russia-europe/2021/03/24/3c3f6902-8c5e-11eb-a33e-da28941cb9ac_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%2F31354d4%2F605c09c69d2fda4c881b6a64%2F596b53f6ae7e8a44e7d597a3%2F58%2F73%2F605c09c69d2fda4c881b6a64
https://www.globaltimes.cn/page/202103/1219261.shtml
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https://www.bloombergquint.com/business/sec-starts-implementing-law-that-risks-chinese-stock-de-listings#:~:text=SEC%20Starts%20Implementing%20Law%20That%20Risks%20Chinese%20Stock%20Delistings,-Benjamin%20Bain&text=(Bloomberg)%20%2D%2D%20The%20threat%20of,end%20of%20the%20Trump%20administration.
https://www.wsj.com/articles/u-s-listed-chinese-stocks-fall-into-bear-market-11616666978?st=2mq247391m6hjqu&reflink=desktopwebshare_permalink
https://www.reuters.com/article/idUSL4N2LL274
https://finance.yahoo.com/news/china-bought-only-third-u-200000292.html
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inconclusive, so PM Netanyahu may be forced to bring an Islamist party into his coalition 

in order to form a government.  That means his coalition, if it forms in this manner, 

would include orthodox parties and an Islamist one.  If that is what develops, we would 

expect elections before year-end.   

• North Korea doesn’t want to be ignored.  Accordingly, it has launched a couple of 

missiles to remind everyone it is still a problem.   

• The farmers’ strike continues in India against market reforms.  The current subsidy 

program generates costly surpluses and general inefficiencies.  This situation is common 

as countries develop.  In the preindustrial stage, agriculture dominates the economy and 

occupations.  As economies industrialize, former farmers are forced into urban areas to 

work in industry, and agriculture itself becomes increasingly efficient.  One of India’s 

problems is that it never really industrialized.  Dana Rodrik, an economist, has raised 

concerns that automation in the current industrialized economies might trigger reshoring 

and prevent industrialization from occurring in developing nations.  If so, the farmers in 

India may have legitimate fears; if reforms reduce labor in Indian agriculture, there may 

not be an industrial sector to provide new jobs.   

• Lebanon’s economy continues to spiral lower as a collapsing exchange rate is triggering 

food shortages and food price inflation.   

• The U.K. has established a government-backed lending program to support businesses.  

However, the EU warns that if Northern Ireland firms participate in the program, it may 

mean they have received improper subsidies that would violate the terms of Brexit.  This 

situation highlights the problematic circumstances for Northern Ireland.   

• A group of senators are lobbying the White House to officially recognize the Armenian 

genocide.  The 1922 event is controversial; no U.S. administration has taken this step for 

fear of undermining relations with Ankara.  Candidate Biden seemed to indicate he was 

open to such a declaration.  Given current testy relations with Turkey, we might see this 

step taken.  If so, a hard break with Turkey becomes more likely.   

• We continue to watch what appears to be a housing bubble in Canada.  Unlike the U.S., 

Canada didn’t exactly address its housing market in 2008 and it has continued to rise in 

value.  As the U.S. experience showed, the end of a housing bubble has serious 

ramifications for an economy.   

• The Sweden Democrats, a right-wing populist party, is poised to join the center-right 

coalition for next year’s elections.  The party has been isolated from power for decades, 

but party leaders have been working to become a mainstream, anti-immigrant party.   

• The opposition in Myanmar is hardening and appears to be evolving into a guerrilla 

movement.  If this continues, it will be interesting to see how Beijing reacts.  China views 

Myanmar as a conduit for its Belt and Road project, and if the country becomes unstable, 

it would make it less reliable for transmitting goods.   

Economics and policy:  The Suez Canal remains blocked, rental arrears continue to be an issue, 

we are watching what households do with the “stimmy,” and inflation worries are rising.   

• The Suez Canal remains blocked, roiling global shipping.  Over 100 ships are stuck, 

waiting for authorities to move the vessel.   

https://www.nytimes.com/2021/03/24/world/middleeast/israel-election-raam.html?smid=url-share
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https://www.nytimes.com/2021/03/23/world/asia/india-farmers-protest-subsidies.html?smid=url-share
https://www.piie.com/bookstore/has-globalization-gone-too-far
https://www.nytimes.com/2021/03/22/world/middleeast/lebanon-currency-groceries.html?smid=url-share
https://www.nytimes.com/2021/03/22/world/middleeast/lebanon-currency-groceries.html?smid=url-share
https://www.ft.com/content/e6375601-282a-4d87-beb7-4796494ec998
https://www.ft.com/content/e6375601-282a-4d87-beb7-4796494ec998
https://thehill.com/homenews/senate/544047-senators-call-on-biden-to-officially-recognize-armenian-genocide?rl=1
https://thehill.com/homenews/senate/544047-senators-call-on-biden-to-officially-recognize-armenian-genocide?rl=1
https://medium.com/@JoeBiden/statement-by-vice-president-joe-biden-on-armenian-genocide-remembrance-day-78500cb4dd1c
https://medium.com/@JoeBiden/statement-by-vice-president-joe-biden-on-armenian-genocide-remembrance-day-78500cb4dd1c
https://www.wsj.com/articles/canadian-housing-boom-raises-concern-with-homes-selling-far-above-ask-prices-11616590877?st=6wqjwnae39v3bqj&reflink=desktopwebshare_permalink
https://www.politico.eu/article/sweden-far-right-jimmie-akesson-election-2022-step-closer-to-power/
https://www.politico.eu/article/sweden-far-right-jimmie-akesson-election-2022-step-closer-to-power/
https://www.nytimes.com/2021/03/24/world/asia/myanmar-coup-resistance-protests.html?smid=url-share
https://www.nytimes.com/2021/03/24/world/asia/myanmar-coup-resistance-protests.html?smid=url-share
https://apnews.com/article/egypt-coronavirus-pandemic-asia-suez-canal-africa-d8b6696716ab45794cba583ecf0e4001?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/eec9f3a6-2817-45f5-b007-a290f3e530c6?emailId=605c1f4346a37400049f20c6&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.nytimes.com/2021/03/24/world/middleeast/suez-canal-blocked-ship.html?smid=url-share
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• One of the concerns about the aftermath of the pandemic is squaring up rents in arrears.  

Landlords need to be paid to remain current on their mortgages; without rental payments, 

defaults at that level may start.  At the same time, if evictions begin, it may be difficult 

for landlords to find renters at current rental levels and could create a homelessness 

problem.  So far, the government’s response has been to delay evictions and hope for a 

resolution.  The current extension expires in a week; the government is considering an 

extension into July.   

o Part of the recently passed rescue package has $47 billion of relief to households.  

The expectation is that some (or all) of this money may be used for back rent and 

utility bills.  There is a concern about delays in receiving these checks, which is 

why the extension is being considered.   

• Surveys of college-age Americans who received stimulus checks suggest the majority 

will be used for savings and debt reduction.  If so, the forecast growth that is expected 

may not immediately materialize.  At the same time, these actions would improve 

household balance sheets and improve the chances of better future growth.   

• Surveys of businesses conducted by the Atlanta FRB suggest supply worries are 

becoming the most significant concern among businesses.  This fear is reflected in ISM 

surveys as well.  Supply bottlenecks are exacerbating inflation issues; the Suez situation 

is just one of these concerns.   

o Perhaps even more unsettling are surveys suggesting the youngest Americans are 

the most concerned about inflation.  This is odd because they haven’t experienced 

it to any great degree.  Their worries may not express themselves as they did for 

baby boomers; the millennials may buy bitcoin instead. 
 

 
(Source: Axios) 

• Despite problems caused by the pandemic’s supply disruptions, European automakers 

continue to maintain support for just-in-time inventory methods.  We suspect that, as U.S. 

hegemony fades, we will shift to just-in-case inventory methods, but, at least in Europe, 

faith in the current model remains. 

• Democrats are looking to raise taxes to “pay” for an infrastructure package.  Their plans 

appear to be to pass a package in parts, using normal legislation to pass the less 

controversial elements, and reconciliation for the rest, including tax measures.  We 

expect a bruising fight.  One thing to watch is that tax increases may act to stem the 

recent rise in long-term interest rates.   

https://www.washingtonpost.com/us-policy/2021/03/24/biden-renter-eviction-moratorium/
https://www.washingtonpost.com/us-policy/2021/03/24/biden-renter-eviction-moratorium/
https://www.wealthmanagement.com/multifamily/covid-19-relief-throws-lifeline-renters-and-small-landlords?NL=WM-056&Issue=WM-056_20210324_WM-056_385&sfvc4enews=42&cl=article_1&utm_rid=CPG09000003323282&utm_campaign=31786&utm_medium=email&elq2=20061904835c4dd78440b99a70ca1655&oly_enc_id=7565J9063734D8B
https://www.axios.com/stimulus-money-college-students-e1bc7885-d90d-44ac-b217-ea17310db2d5.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/stimulus-money-college-students-e1bc7885-d90d-44ac-b217-ea17310db2d5.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.frbatlanta.org/blogs/macroblog/2021/03/22/inflation-expectations-reflect-concerns-over-supply-disruptions-crimped-capacity
https://www.frbatlanta.org/blogs/macroblog/2021/03/22/inflation-expectations-reflect-concerns-over-supply-disruptions-crimped-capacity
https://www.wsj.com/articles/global-factories-pay-higher-prices-as-surge-strains-supplies-11616583929?st=djfy8vizewsptho&reflink=desktopwebshare_permalink
https://www.ft.com/content/a6cf50c5-b6bf-4c7c-8752-8d21025ea52f
https://www.ft.com/content/a6cf50c5-b6bf-4c7c-8752-8d21025ea52f
https://www.wsj.com/articles/democrats-weigh-increases-in-corporate-personal-income-tax-rates-11616589155?st=ww7y7bivkdlgndy&reflink=desktopwebshare_permalink
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• Looking for another reason to dislike bitcoin?  Mining is apparently also tightening 

semiconductor supply.   

Technology:  Tech leaders testify before Congress and Amazon (AMZN, USD, 3087.07) faces a 

union vote.   

• The leaders of the major tech firms will be before Congress today to discuss the issues of 

disinformation and censorship.  Although Congress is pretty much aligned against tech 

firms, the parties are not unified on their concerns.  We would expect the leaders to use 

that to their advantage.  Their goal is to avoid regulation; if that fails, the secondary goal 

is to use regulation to benefit themselves or harm their competition.   

o Facebook (FB, USD, 282.14) announced it has taken down a group of China-

based accounts that were used by China to spread malware to monitor Uyghur 

dissidents outside of China.   

• By the end of the month, Amazon will know the outcome of the unionization effort in 

Alabama.  Regardless of the outcome, the company will face increasing pressure as 

policy moves to favor labor.   

• Jack Ma announced that Ant Financial will increase commissions on loans it makes for 

banks in a bid to lift its eventual IPO price.   

U.S. Economic Releases  

Stronger than expected investment spending led to an upward revision in GDP in the third 

quarter.  Annualized GDP in Q3 expanded by 4.3% from the prior quarter, above expectations of 

4.1%.  Personal consumption expenditure expanded at an annualized pace of 2.3% compared to 

expectations of a pace of 2.4%.  Core PCE, which excludes energy and food prices, rose at an 

annualized pace of 1.3% from the prior month compared to expectations of 1.4%.  Meanwhile, 

the GDP price index rose 2.0% from the prior quarter compared to expectations of 2.1%. 
 

 
 

The chart above shows nominal GDP in current dollars.  GDP currently sits at $21.5 trillion. 
 

https://www.ft.com/content/d5c121c8-aefc-48d5-a3bf-6e581ccb5762?emailId=6059dcb572eaf20004d9d429&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/d5c121c8-aefc-48d5-a3bf-6e581ccb5762?emailId=6059dcb572eaf20004d9d429&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.wsj.com/articles/tech-ceos-to-face-questions-on-online-disinformation-trump-ban-11616664602?st=pcj288k4bfo42da&reflink=desktopwebshare_permalink
https://www.axios.com/covid-19-misinformation-wake-up-call-adf6f1b2-b4be-4330-ac3d-37be94db9adf.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://finance.yahoo.com/news/the-tough-questions-congress-should-ask-big-tech-ceos-this-week-201721560.html
https://www.wsj.com/articles/facebooks-zuckerberg-proposes-raising-bar-for-section-230-11616610616?st=igdryk66zq84z6t&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/facebooks-zuckerberg-proposes-raising-bar-for-section-230-11616610616?st=igdryk66zq84z6t&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/facebook-takes-down-china-linked-hacking-campaign-targeting-uyghurs-11616608878?st=tc0rey4i34pa0rb&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/amazon-faces-growing-worker-pressure-in-shadow-of-alabama-union-vote-11616578202?st=cxkege8gur5v761&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/amazon-faces-growing-worker-pressure-in-shadow-of-alabama-union-vote-11616578202?st=cxkege8gur5v761&reflink=desktopwebshare_permalink
https://www.ft.com/content/e6d0dffe-a691-484e-9c3e-434d1553a3d6
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Q4 2020 Third Reading Q4 2020 Second Reading Difference

GDP 4.3% 4.1% 0.2%

Consumption 1.6% 1.6% 0.0%

Investment 4.4% 4.2% 0.2%

Inventories 1.4% 1.1% 0.3%

Net Exports -1.5% -1.6% 0.0%

Government -0.1% -0.2% 0.1%  
 

The table above shows the contribution to GDP.  Every sector saw at least a modest adjustment.  

Consumption was revised downward by 0.03%, investment spending was revised upward by 

0.18%, net exports were revised upward by 0.03%, and government spending was revised 

upward by 0.05%. 
 

 
 

The chart above shows the contribution table visually.  The primary driver of GDP growth in Q4 

came from investment spending, which came largely in the form of inventory building.  In Q1, 

we expect both consumption and investment spending to pick up. 
 

In the week ending March 20, initial claims came in at 684K compared to expectations of 735K. 

The prior report was revised from 770K to 78lK. 
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The chart above shows the four-week moving average of initial claims.  The moving average fell 

from 749K to 736K.  
 

Continuing claims from the prior week came in at 3.87MM compared to expectations of 

4.00MM.  The prior report was revised from 4.12MM to 4.13MM. 
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The chart above shows the four-week moving average of continuing claims by region.  The drop 

in continuing claims is happening at a modest pace around the country. 
 

The table below lists the domestic releases and Fed events scheduled for the rest of the day. 
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9:45 Langer Consumer Comfort w/w 7-Mar 48.9 **

11:00 Kansas City Fed Manufacturing Activity m/m Jan 6700 6646 **

EST Speaker or event

12:00 Raphael Bostic Gives Speech to Economic Club of New York President of the Federal Reserve Bank of Atlanta

13:00 Charles Evans Discusses the Economic Outlook

19:00 Mary Daly Discusses Monetary Policy President of the Federal Reserve Bank of San Francisco

District or position

Economic Releases

Fed Speakers or Events

President of the Federal Reserve Bank of Chicago

 
 

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

Japan Japan Buying Foreign Stocks w/w 19-Mar -¥274.7b -¥307.8b * Equity and bond neutral

Japan Buying Foreign Bonds w/w 19-Mar ¥551.6b -¥417.0b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 19-Mar -¥79.7b -¥60.1b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 19-Mar -¥943.1b ¥769.1b * Equity and bond neutral

New Zealand Non Resident Bond Holdings m/m Feb 51.7% 51.0% ** Equity and bond neutral

EUROPE

Eurozone M3 Money Supply y/y Feb 12.3% 12.5% 12.5% ** Equity and bond neutral

Germany GfK Consumer Confidence m/m Apr -6.2 -12.9 -12.1 *** Equity and bond neutral

France Business Confidence m/m Mar 97.0 90.0 91.0 *** Equity bullish, bond bearish

Manufacturing Confidence m/m Mar 98.0 97.0 98.0 *** Equity and bond neutral

Production Outlook Indicator m/m Mar 6.0 -8.0 -3.0 *** Equity and bond neutral

Own-Company Production Outlook m/m Mar 5 10 13 *** Equity and bond neutral

Russia CPI Weekly YTD w/w 22-Mar 2.00% 1.80% ** Equity and bond neutral

AMERICAS

Mexico Bi-Weekly CPI w/w 15-Mar 0.5% 0.3% 0.3% *** Equity bearish, bond bullish

Bi-Weekly Core CPI w/w 15-Mar 0.4% 0.2% 0.2% *** Equity bearish, bond bullish

Unemployment Rate NSA y/y Feb 4.37% 4.73% 4.40% *** Equity and bond neutral

Canada CFIB Business Barometer m/m Mar 68.2 62.5 ** 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) 20 19 1 Up

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

TED spread (bps) 20 17 3 Up

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

10-yr T-note (%) 1.62 1.61 0.01 Neutral

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

EUR/USD 3-mo swap (bps) 3 4 -1 Down

Currencies

dollar Up Down

euro Flat Up

yen Down Up

pound Up Up

franc Flat Up

Central Bank Action Current Prior Expected

SNB Policy Rate -0.750% -0.750% -0.750% On forecast

SNB Sight Deposit Interest Rate -0.750% -0.750% -0.750% 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. 
 

Price Prior Change Explanation

Brent $63.32 $64.41 -1.69% Demand Pessimism

WTI $59.95 $61.18 -2.01%

Natural Gas $2.51 $2.52 -0.20%

Crack Spread $20.10 $20.10 -0.01%

12-mo strip crack $17.78 $17.80 -0.07%

Ethanol rack $1.96 $1.96 -0.10%

Gold $1,732.28 $1,734.69 -0.14%

Silver $24.91 $25.09 -0.74%

Copper contract $397.25 $406.40 -2.25%

Corn contract $550.25 $553.25 -0.54%

Wheat contract $618.50 $624.75 -1.00%

Soybeans contract $1,426.00 $1,432.75 -0.47%

Baltic Dry Freight 2194 2271 -77

Actual Expected Difference

Crude (mb) 1.9 1.2 0.7

Gasoline (mb) 0.2 1.0 -0.8

Distillates (mb) 3.8 -0.2 4.0

Refinery run rates (%) 5.50% 2.50% 3.00%

Natural gas (bcf) -21.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for warmer to normal temperatures for most of the 

country, while cooler temperatures are expected for Texas and Washington.  The forecast calls 

for wetter than normal conditions in the Midwest, Southwest, and New England. 
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Data Section 
 

U.S. Equity Markets – (as of 3/24/2021 close) 

 

  
-20.0% 0.0% 20.0% 40.0%

Consumer Staples
Technology

Utilities
Healthcare

Consumer Discretionary
S&P 500

Materials
Real Estate
Industrials

Communication Services
Financials

Energy

YTD Total Return

-3.0% -2.0% -1.0% 0.0% 1.0% 2.0% 3.0%

Communication Services

Consumer Discretionary

Technology

Real Estate

S&P 500

Consumer Staples

Healthcare

Utilities

Financials

Materials

Industrials

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 3/24/2021 close) 

 

-10.0% -5.0% 0.0% 5.0% 10.0% 15.0%

US Corporate Bond
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US High Yield
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Emerging Markets ($)

Emerging Markets (local currency)
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Large Cap

Real Estate
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Commodities

Small Cap
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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). 

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 25, 2021 
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P/E as of 3/24/2021 = 27.0x

 
 

Based on our methodology,1 the current P/E is 27.0x, down 0.8x from last week.  Rapidly rising 

earnings expectations led to the decline in the ratio. 

 
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. 


