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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 4, 2021—9:30 AM EST] Global equity markets are lower this morning.  The 

EuroStoxx 50 is down 0.7% from its last close.  In Asia, the MSCI Asia Apex 50 is down 2.3% 

from the prior close.  Chinese markets were also lower, with the Shanghai Composite down 2.1% 

from the prior close and the Shenzhen Composite down 2.9%.  U.S. equity index futures are 

signaling a higher open.  With 490 companies having reported, the S&P 500 Q4 earnings stand at 

$43.20, higher than the $37.94 forecast for the quarter.  The forecast reflects a 9.7% decrease 

from Q4 2019 earnings.  Thus far this quarter, 78.6% of the companies have reported earnings 

above forecast, while 17.6% have reported earnings below forecast.   

 

We have published our latest Weekly Geopolitical Report, which is Part I of a 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.  A new 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.  U.S. equity futures are weaker this morning but off the worst levels of the 

session.  We start with comments on policy and the economy; we have had a number of Fed 

speakers this week, and Chair Powell will top the list.  Next up is China news as it prepares for 

CPC meetings and the next five-year plans.  International news follows, and we close with 

pandemic news. 

 

Economics and policy:  We look at Fed speakers and the Beige Book.  There is some tweaking 

to the stimulus bill as it moves through the Senate.   

• The Beige Book had an optimistic tone; although current conditions have not improved 

all that much, there are great hopes that vaccinations will open the economy.  We 

continue to sift through comments from Fed officials, and there does appear to be an 

evolving narrative.  The FOMC members are watching the rise in Treasury yields.  But, 

for now, they are willing to allow the rates to rise because they are rising for the “right” 

reasons, namely, a better economy.  At the same time, they are in no hurry to raise rates 

because they don’t expect inflation to become a problem.  In addition, the patience on 

policy is part of the regime change where the Fed will no longer focus policy on inflation 

suppression.   

o As we suspect will be detailed in the full transcripts of the current FOMC 

meetings when they are released in 2026, there is likely a robust debate underway 
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about interest rate increases and financial stability.  One thing we are watching for 

is a return to “Operation Twist,” where the Fed skews its purchases to the long-

duration Treasury curve in a bid to slow the rise in yields.   

• On the fiscal and regulatory front, the stimulus bill is in the Senate.  To make the bill 

more acceptable to centrist Democrats, eligibility for stimulus payments has been 

narrowed, giving less money to the more affluent.  The populist wing of the Democratic 

Party isn’t pleased but probably will go along.  It doesn’t appear that the overall size of 

the spending will decline, however.  The funds will shift to other parts of the bill.  In the 

end, we would not be surprised to see the overall bill fall to around $1.6 trillion.   

o An interesting sidelight has emerged on the state fiscal situation.  In the last 

downturn, the recovery was hampered; state governments were forced to cut 

spending due to declines in tax revenues.  Politicians, like generals, tend to fight 

the last war.  There has been great concern that state governments would be 

forced to repeat the same pattern as seen in 2010-12.  However, so far, that isn’t 

the case.  For the most part, revenues have held up better than expected.  If the 

economy bounces back, it may turn out that these concerns over state cutbacks 

were overblown.  

o Political capital is being spent by the White House. We may be seeing the first 

casualty in policy triage.  It looks like immigration policy is being shelved.  

Although some hope that it can be revived later, in reality, there will be less 

political capital later on.  This looks like immigration is being sacrificed for 

pandemic stimulus.  

o The $15 minimum wage looks like it won’t make it either.  But we would not be 

shocked to see a $12 level passed with some bipartisan support.   

• One of the key goals of the Biden administration’s foreign policy is to rebuild coalitions.  

We have our doubts this goal will work for two reasons.  First, other nations have no idea 

whether this goal will last beyond the current administration, so committing to it may not 

make much sense.  Second, one of the primary reasons foreign governments accepted 

U.S. hegemony is that they derived economic benefits.  The U.S. accepted large current 

account deficits which supported foreign economies.  The Biden administration is talking 

about bringing manufacturing back to the U.S. and “buy American first.”  There isn’t 

much incentive to join a coalition with few economic benefits.  Still, the administration 

has issued a preliminary document on its policy goals. 

• As we see a retreat from globalization, one glaring problem is semiconductors.  We have 

been documenting for weeks the travails of the auto industry as it grapples with the lack 

of chips.  Large trucks are the latest victim of this shortage.  When one looks at the 

supply chain for semiconductors, one is struck by the geopolitical risk of having the 

world’s largest chip foundry in Taiwan.  The U.S. is talking about creating conditions to 

build capacity in the U.S., which is a wise move.  It will be a long-term process, one that 

will require the policy to remain in place for multiple administrations, something difficult 

to accomplish in the current political environment. 

• We are seeing increased corporate interest in single-family home rentals. 

https://www.axios.com/fed-stimulus-lael-brainard-4871e5a9-958e-4101-8639-ed759509675c.html
https://www.washingtonpost.com/business/2021/03/03/biden-limits-eligibility-stimulus-payments-under-pressure-moderate-senate-democrats/?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%2F3050eb9%2F60406b549d2fda4c88fba600%2F596b53f6ae7e8a44e7d597a3%2F40%2F69%2F60406b549d2fda4c88fba600
https://www.washingtonpost.com/business/2021/03/03/biden-limits-eligibility-stimulus-payments-under-pressure-moderate-senate-democrats/?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%2F3050eb9%2F60406b549d2fda4c88fba600%2F596b53f6ae7e8a44e7d597a3%2F40%2F69%2F60406b549d2fda4c88fba600
https://www.ft.com/content/3cb102b3-820a-4035-af19-9bbcb322f29a?emailId=6040745791e2810004114b8a&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.nytimes.com/2021/03/01/business/covid-state-tax-revenue.html?smid=url-share
https://www.nytimes.com/2021/03/01/business/covid-state-tax-revenue.html?smid=url-share
https://www.politico.com/news/2021/03/04/democrats-house-immigration-plan-473475?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/03/03/biden-minimum-wage-negotiations-republicans-473583?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.ft.com/content/cf71feb2-297f-4e3a-8627-b89931cc6a80
https://www.politico.eu/article/missing-europe-china-diplomacy-economic-plan/
https://www.whitehouse.gov/wp-content/uploads/2021/03/NSC-1v2.pdf
https://www.whitehouse.gov/wp-content/uploads/2021/03/NSC-1v2.pdf
https://www.wsj.com/articles/chip-shortage-strains-heavy-duty-truck-makers-11614814111?st=lq495l90elecrta&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chips-political-moment-will-need-to-last-11614769382?st=1qb598eodbreeqf&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/commercial-property-giant-moves-into-rental-houses-11614771000?st=75y3u22agerq96f&reflink=desktopwebshare_permalink
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• The Texas regulatory bodies are urged to suspend collections in the wake of the recent 

electricity crisis. 

China:  CPC meetings dominate the news.   

• Major CPC meetings will be held over the next two weeks.  These meetings will confirm 

the politburo standing committee’s policy goals.  The broad goal, as part of the “dual 

circulation” narrative, is to create conditions of independence in key industries, primarily 

technology.  Part of this goal is the move to shift growth from investment to 

consumption.  Although this idea has been around for some time, it never gets executed 

because there are fears that the “handoff” won’t be smooth.  Environmental concerns 

should also be discussed.   

o New controls on Hong Kong are expected to be unveiled as Beijing steadily ends 

the separate nature of the former colony. 

o The U.S. is being singled out as Beijing’s most potent threat, a claim mirrored by 

American policymakers. 

o As part of meeting preparations, controls on dissidents are being increased.   

• Non-performing debt is a persistent problem for China.  This is mostly due to the fact that 

much of China’s growth is driven by investment which is funded by debt.  If the 

investment goes sour, the debt then becomes a problem.  For much of China’s 

development since the late 1970s, the debt was held internally.  But, as China has started 

to internationalize, some of the defaulting debt is held offshore, sometimes in foreign 

currencies.  China Fortune Land Development (600340, CNY, 7.7) is the most recent to 

default.  Property development is of particular concern.   

• There are reports that General Secretary Xi is instigating a purge of domestic security 

agencies.  This is a bit of a surprise given that Xi’s first term had numerous purges.  On 

the other hand, to maintain his position, periodic purges may be necessary.   

• As the U.S. increases restrictions on technology exports and transfers, China has moved 

to importing earlier versions of chipmaking equipment.  This pattern bears watching.  

China may be opting for less cutting-edge technology that is easier to find and deciding 

that older technology may be “good enough.”  China is also taking added steps to avoid 

U.S. restrictions, primarily domestic production. 

o China has worked out a deal to buy second-generation chipmaking equipment 

from ASML (ASML, USD, 543.60).  We will be watching to see if the U.S. tries 

to stop this sale. 

o There are reports that Jack Ma is defying government demands for customer data. 

o The new USTR appears to be maintaining pressure on China. 

• Gallup reports that U.S. views of China are at historic lows. 

• Lithuania is considering leaving China’s 17+1 forum and expanding links with Taiwan.   

• There is a growing chorus of nations considering either boycotting or calling for the 2022 

Winter Olympics to move away from China. 

• If there was ever any doubt that the Belt and Road project is neo-colonization, this report 

on Pakistan tends to relieve those reservations. 

https://www.wsj.com/articles/texas-power-regulator-urged-to-halt-collections-as-crisis-fallout-spreads-11614811482?st=z5fwyfs2bzjmezy&reflink=desktopwebshare_permalink
https://www.scmp.com/news/china/politics/article/3123587/two-sessions-2021-five-things-you-need-know-about-chinas?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3123587
https://www.theguardian.com/world/2021/mar/03/two-sessions-china-political-elite-descend-on-beijing-amid-global-tensions
https://www.nytimes.com/2021/03/03/world/asia/xi-china-congress.html?smid=url-share
https://www.scmp.com/news/china/diplomacy/article/3123980/antony-blinken-says-china-poses-21st-centurys-greatest?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3123980
https://www.scmp.com/news/china/diplomacy/article/3123980/antony-blinken-says-china-poses-21st-centurys-greatest?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3123980
https://www.rfa.org/english/news/china/curbs-03032021083612.html
https://www.wsj.com/articles/china-banking-regulator-sees-risk-from-bubble-in-real-estate-prices-11614691066?st=ib0c8glkv848ir6&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/articles/2021-03-02/china-worried-about-bubbles-in-property-foreign-markets?sref=6ZE6q2XR
https://www.reuters.com/article/us-china-banks/china-considers-ways-to-manage-financial-risks-stemming-from-capital-inflows-idUSKBN2AU080
https://www.reuters.com/article/us-china-banks/china-considers-ways-to-manage-financial-risks-stemming-from-capital-inflows-idUSKBN2AU080
https://www.wsj.com/articles/chinese-developers-4-6-billion-in-offshore-debt-is-in-doubt-after-default-11614680954?st=st9br339k6w60p3&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/why-2021-promises-a-fresh-wave-of-defaults-from-corporate-china-11613469603?st=nzw043q5q1407oc&reflink=desktopwebshare_permalink
https://www.economist.com/china/2021/03/01/chinas-domestic-security-agencies-are-undergoing-a-massive-purge?utm_campaign=the-economist-today&utm_medium=newsletter&utm_source=salesforce-marketing-cloud&utm_term=2021-03-02&utm_content=article-link-2&etear=nl_today_2
https://www.economist.com/china/2021/03/01/chinas-domestic-security-agencies-are-undergoing-a-massive-purge?utm_campaign=the-economist-today&utm_medium=newsletter&utm_source=salesforce-marketing-cloud&utm_term=2021-03-02&utm_content=article-link-2&etear=nl_today_2
https://www.wsj.com/articles/u-s-to-impose-sweeping-rule-aimed-at-china-technology-threats-11614362435?st=wp1cze0rvpw3g7v&reflink=desktopwebshare_permalink
https://asia.nikkei.com/Business/Electronics/China-hoards-used-chipmaking-machines-to-resist-US-pressure
https://www.bloomberg.com/news/articles/2021-03-02/china-revs-up-grand-chip-ambitions-to-counter-u-s-blacklistings?srnd=premium-asia&sref=J9GPLx1B
https://www.reuters.com/article/us-asml-holding-smic/chinese-chipmaker-smic-buys-12-billion-in-tools-from-asml-idUSKBN2AV1S6
https://www.ft.com/content/1651bc67-4112-4ce5-bf7a-d4ad7039e7c7
https://www.reuters.com/article/us-usa-biden-trade-idUSKCN2AT3OZ
https://news.gallup.com/poll/331082/china-russia-images-hit-historic-lows.aspx
https://www.lrt.lt/en/news-in-english/19/1356107/lithuania-mulls-leaving-china-s-17plus1-forum-expanding-links-with-taiwan
https://mobile.reuters.com/article/amp/idINL2N2L11BP?__twitter_impression=true
https://www.politico.eu/article/china-beijing-2022-winter-olympics-human-rights-violations-uighurs/
https://www.politico.eu/article/pakistan-learns-cost-of-economic-alliance-with-china/
https://www.politico.eu/article/pakistan-learns-cost-of-economic-alliance-with-china/
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International news:  The U.K. plans for the post pandemic economy, and the AfD is under 

investigation. 

• The U.K. budget is the first major economy post-pandemic blueprint.  In a clear departure 

from the Thatcher era of Tory policy, tax increases are the primary feature.  As we saw in 

the U.S. in the late 1980s, the GOP plan to narrow deficits was always about revenue and 

spending cuts in the future.  This budget is the same.  It remains to be seen if the policies 

will actually be enacted when the future becomes the present. 

• The German government has opened surveillance on the AfD, the right-wing populist 

party.  The concern is that elements of the party may be harboring neo-Nazi 

sympathizers.  This is the first time the German government has surveilled a sitting party 

in its legislature since WWII.   

• OPEC+ continues to meet.  Although the KSA and Russia appear to support a 1.0 mbpd 

increase in production, there is support for maintaining production discipline. 

• Italy is opening a major trial where organized crime is engaged in massive corruption 

targeting agricultural support payments.   

• Myanmar protests are becoming increasingly violent.  Yesterday, 38 protesters were 

killed.  China is worried because it sources rare earths in Myanmar, and in the past, 

unrest has disrupted that supply chain. 

• Another rocket attack hit a military base in Iraq that houses U.S. troops. 

• It looks like North Korea may be ramping up its nuclear program again.  Pyongyang 

often causes trouble for first-term presidents.   

COVID-19:  The number of reported cases is 115,297,267 with 2,561,937 fatalities.  In the U.S., 

there are 28,760,267 confirmed cases with 519,867 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 107,028,890 doses of the vaccine have 

been distributed with 80,540,474 doses injected.  The number receiving a first dose is 

52,855,579, while the number of second doses, which would grant the highest level of immunity, 

is 26,957,804.  The FT has a page on global vaccine distribution.  The Axios map shows some 

increases in infections. 

 

Virology 

• The Brazilian variant of COVID-19 shows signs of infecting those who have already 

contracted the disease.   

• Those who have been vaccinated or infected have shown a strong T-cell response, which 

may offer hope that reinfections may not be significant. 

• China and Russia have moved rapidly to provide vaccines to the emerging world.  The 

West is starting its own program of supplying vaccines.  

• India’s vaccine has been found effective. 

• Egypt is charging so much for vaccinations that a large element of the population may 

not be able to afford it. 

• Chinese and South African police have seized thousands of doses of fake vaccines. 

https://www.nytimes.com/2021/03/03/business/UK-wage-support-extended.html?smid=url-share
https://www.politico.eu/article/coronavirus-uk-rishi-sunak-brexit-budget/
https://www.wsj.com/articles/u-k-sets-out-plans-to-raise-taxes-to-claw-back-covid-19-costs-11614788615?st=k9gj990mtapf89u&reflink=desktopwebshare_permalink
https://www.ft.com/content/da66ce9a-6dfc-4a3a-bde7-d4f4faed6c4a?emailId=6040745791e2810004114b8a&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.washingtonpost.com/world/europe/germany-afd-surveillance-extremism-far-right/2021/03/03/ba76e656-7c1e-11eb-8c5e-32e47b42b51b_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%2F3050eb6%2F60406b549d2fda4c88fba600%2F596b53f6ae7e8a44e7d597a3%2F36%2F69%2F60406b549d2fda4c88fba600
https://www.politico.eu/article/german-far-right-alternative-for-germany-afd-under-surveillance/
https://www.nytimes.com/2021/03/03/world/europe/germany-afd-surveillance-extremism.html?smid=url-share
https://www.wsj.com/articles/saudis-russia-discuss-joint-oil-output-raise-ahead-of-opec-meeting-11614857084?st=lpu8kbi543pnq7q&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/saudis-russia-discuss-joint-oil-output-raise-ahead-of-opec-meeting-11614857084?st=lpu8kbi543pnq7q&reflink=desktopwebshare_permalink
https://www.reuters.com/article/us-oil-opec-cuts/opec-considering-oil-output-roll-over-for-april-sources-say-idUSKBN2AV0WF?il=0
https://www.politico.eu/article/italian-mafia-trial-could-expose-underbelly-of-massive-eu-fraud/
https://www.nytimes.com/2021/03/03/world/asia/myanmar-protests-united-nations.html?smid=url-share
https://www.nytimes.com/2021/03/03/world/asia/myanmar-protests-united-nations.html?smid=url-share
https://asia.nikkei.com/Spotlight/Comment/China-worries-over-rare-earth-supply-disruption-from-Myanmar-coup
https://www.nytimes.com/2021/03/03/world/middleeast/iraq-base-rocket-attack.html?smid=url-share
https://www.cnn.com/2021/03/02/politics/north-korea-satellite-images-yongdoktong-nuclear-site/index.html
https://www.nytimes.com/live/2021/03/03/world/covid-19-coronavirus?campaign_id=51&emc=edit_MBE_p_20210304&instance_id=27706&nl=morning-briefing&regi_id=5677267&section=topNews&segment_id=52742&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
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.axios.com/coronavirus-variants-vaccines-cases-texas-60d39747-de46-4bb7-bf51-e241c495953a.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/coronavirus-variants-vaccines-cases-texas-60d39747-de46-4bb7-bf51-e241c495953a.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/coronavirus-variants-vaccines-cases-texas-60d39747-de46-4bb7-bf51-e241c495953a.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/china-and-russia-vaccinate-the-world-for-now-35cc56cc-dc8a-4f7b-bfbb-5eac9a61a6db.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/1dc04520-c2fb-4859-9821-c405f51f8586
https://www.wsj.com/articles/indias-covid-19-vaccine-is-found-effective-boosting-national-efforts-11614787370?st=6oqmu13249c1317&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/egypt-to-charge-many-residents-for-covid-19-vaccine-11614859201?mod=djem10point
https://www.wsj.com/articles/egypt-to-charge-many-residents-for-covid-19-vaccine-11614859201?mod=djem10point
https://www.ft.com/content/67c171a7-4114-4dcc-b1cc-b1e04c771423?emailId=6040745791e2810004114b8a&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
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• One outcome of the pandemic is an apparent baby bust; birthrates in the West are 

showing signs of falling. 

U.S. Economic Releases  

Projected layoffs fell in February according to the Challenger Job Cuts report. The index, which 

tracks the number of warn notices, fell 39.1% from the prior year.  

 

In Q3, nonfarm productivity fell from the prior quarter as the rise in production was outweighed 

by the rise in employee hours worked. Nonfarm productivity fell at an annualized pace of 4.2% 

from the prior quarter, the drop was lower than estimates of 4.7%. Additionally, unit labor costs 

rose at an annualized pace of 6.0%, below expectations of 6.6%. 

 

 
 

The chart above shows the seasonally adjusted annualized rate of change for employee hours and 

real output.  In Q3, employee hours rose 10.1% from the prior quarter, while real output rose 

5.5% from the prior quarter. 

 

For the week ending February 27, initial claims came in at 745K, above the previous month 

reading 736K, but below expectations of 750K. 

 

https://www.wsj.com/articles/the-covid-19-baby-bust-is-here-11614853803?st=rvlm87n3x5fp9eg&reflink=desktopwebshare_permalink
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The chart above shows the four-week moving average of initial claims.  The four-week moving 

average fell from 807.5K to 790.75K. 

 

For the week ending February 20, continuing claims came in at 4.295MM, below the 

expectations of 4.300MM. 
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The chart above shows the four-week moving average for continuing claims by region. Northeast 

continuing claims have now surpassed the West region. 

 

The table below lists the domestic releases and Fed events scheduled for the rest of the day. 
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EDT Indicator Expected Prior Rating

9:45 Langer Consumer Comfort w/w 28-Feb 47.3 ***

10:00 Durable Goods Orders m/m Jan 3.4% 3.4% **

10:00 Factory Orders m/m Jan 2.1% 1.1% ***

10:00 Factory Orders Ex Trans m/m Jan 1.4% ***

10:00 Durables Ex Transportation m/m Jan 1.4% 1.4% **

10:00 Cap Goods Orders Nondef Ex Air m/m Jan 0.5% 0.5% **

10:00 Cap Goods Ship Nondef Ex Air m/m Jan 2.1% ***

EST Speaker or event

12:05 Jerome Powell Discusses the U.S. Economy Chairman of Board of Governors of Federal Reserve

District or position

Economic Releases

Fed Speakers or Events

 
 

Foreign Economic News 
 

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

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

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 Loans & Discounts Corp y/y Jan 7.29% 7.11% * Equity and bond neutral

Japan Buying Foreign Stocks w/w 26-Feb -¥459.1b -¥394.8b * Equity and bond neutral

Japan Buying Foreign Bonds w/w 26-Feb -¥1719.0b -¥1893.0b * Equity and bond neutral

Foreign Buying Japan Stocks w/w 26-Feb -¥454.6b ¥94.1b * Equity and bond neutral

Foreign Buying Japan Bonds w/w 26-Feb -¥1277.8b ¥316.6b * Equity and bond neutral

Consumer Confidence Index m/m Feb 33.8 29.6 30.0 ** Equity and bond neutral

Australia Trade Balance m/m Jan A$10142m A$6785m A$7500m ** Equity and bond neutral

Retail Sales m/m Jan 0.5% 0.6% 0.6% ** Equity and bond neutral

EUROPE

Eurozone Unemployment Rate m/m Jan 8.1% 8.3% 8.3% *** Equity and bond neutral

Retail Sales m/m Jan -5.9% 2.0% -1.4% ** Equity bearish, bond bearish

Germany Markit Germany Construction PMI m/m Feb 41.0 46.6 ** Equity and bond neutral

UK New Car Registrations y/y Feb -35.5% -39.5% * Equity and bond neutral

Markit/CIPS UK Construction PMI m/m Feb 53.3 49.2 51.0 ** Equity bullish, bond bearish

Russia Light Vehicle Car Sales y/y Feb 0.8% -4.2% -2.8% * Equity bullish, bond bearish

Markit Russia PMI Composite m/m Feb 52.6 52.3 ** Equity and bond neutral

AMERICAS

Brazil GDP y/y 4Q -1.1% -3.9% -1.6% *** Equity bearish, bond bullish

Markit Brazil PMI Composite m/m Feb 49.6 48.9 ** Equity and bond neutral

Markit Brazil PMI Services m/m Feb 47.1 47.0 ** Equity and bond neutral

Canada Building Permits m/m Jan 8.2% -4.1% 2.5% ** Equity bullish, bond bearish  
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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) 18 18 0 Up

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

TED spread (bps) 15 15 0 Up

U.S. Libor/OIS spread (bps) 8 8 0 Up

10-yr T-note (%) 1.46 1.48 -0.02 Neutral

Euribor/OIS spread (bps) -55 -54 -1 Neutral

EUR/USD 3-mo swap (bps) 6 4 2 Down

Currencies Direction

dollar Up Down

euro Down Up

yen Down Up

pound Down Up

franc Down Up   
 

Commodity Markets 
 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 
 

Price Prior Change Explanation

Brent $63.89 $64.07 -0.28%

WTI $61.09 $61.28 -0.31%

Natural Gas $2.81 $2.82 -0.32%

Crack Spread $18.35 $18.86 -2.69%

12-mo strip crack $16.51 $16.80 -1.73%

Ethanol rack $1.87 $1.88 -0.04%

Gold $1,713.97 $1,711.23 0.16%

Silver $25.84 $26.10 -0.99%

Copper contract $394.90 $414.20 -4.66%

Corn contract 533.25$       535.25$       -0.37%

Wheat contract 655.25$       656.00$       -0.11%

Soybeans contract 1,408.50$    1,407.50$   0.07%

Baltic Dry Freight 1763 1673 90

Actual Expected Difference

Crude (mb) 21.6 -1.3 22.9

Gasoline (mb) -13.6 -1.8 -11.9

Distillates (mb) -9.7 -3.8 -6.0

Refinery run rates (%) -12.60% 4.00% -16.60%

Natural gas (bcf) -148.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

entire eastern two-thirds of the country, but especially in the Upper Midwest.  Temperatures are 

expected to be lower than normal in the Pacific region.  The forecast calls for wetter than normal 

conditions for most of the country, with dry conditions throughout the Southeast region. 
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Data Section 
 

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

 

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

US Corporate Bond

US Government Bond

Cash

US High Yield

Real Estate

Large Cap
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Commodities

Mid 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 4, 2021 
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P/E as of 3/3/2021 = 27.7x

 
 

Based on our methodology,1 the current P/E is 27.7x, up 1.6x from last week.  This week, we 

swapped the I/B/E/S—Thomson/Reuters earnings estimate for the one from Standard and Poor’s.  

We use the latter because we have a longer historical database for that data.  The current spread 

is unusually wide although not unprecedented during recessions.  Currently, the Thomson/ 

Reuters estimate is 22% higher than Standard and Poor’s.  History does suggest the two narrow 

over time by the latter improving faster than the former. 

 

 
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. 
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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. 


