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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 8, 2021—9:30 AM EST] Global equity markets are generally lower this 

morning.  The EuroStoxx 50 is up 1.0% from its last close.  In Asia, the MSCI Asia Apex 50 is 

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

down 2.3% from its prior close and the Shenzhen Composite down 3.2%.  U.S. equity index 

futures are signaling a lower open.   

 

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, and Happy International Women’s Day!  Lots going on today.  U.S. equity 

futures are lower in the face of continued rising long-duration Treasuries.  We start with the 

markets this morning, particularly the 10-year Treasury.  Up next is policy; the Senate passed the 

stimulus bill, with the House expected to confirm the package.  As the U.S. expands fiscally, 

China is pulling away the punch bowl; our China coverage follows.  There was a major hack 

over the weekend, which we cover in the technology section.  International news follows, and we 

close with pandemic news. 

 

Markets:  The 10-year T-note yield continues to move higher on expectations of stronger 

growth.  Although inflation fears are present, the rise in the term premium, which reflects a 

steepening yield curve, suggests that some of the rise is due to better economic prospects.  

Although the rise in yields is causing concern in equities, our yield model suggests that what we 

are seeing is mostly a return to more normal interest rates.   

 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/weekly-geopolitical-report-the-western-sahara-part-i-march-1-2021/
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-chart-book/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.confluenceinvestment.com/asset-allocation-weekly-march-5-2021/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Mar_04_2021.pdf
https://www.confluenceinvestment.com/research-news/
https://www.wsj.com/articles/global-stock-markets-dow-update-03-08-2021-11615192681?st=jifz2mh9r7ih86a&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/global-stock-markets-dow-update-03-08-2021-11615192681?st=jifz2mh9r7ih86a&reflink=desktopwebshare_permalink
https://fred.stlouisfed.org/series/THREEFYTP10
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We use monthly average yields for the 10-year T-note.  As the model shows, we are back to 

normal yields.  Some degree of overshoot is normal.  In the last cycle, we didn’t rise to the 

standard error level (around 2.25% in the current environment).  If we repeat the pattern of the 

past decade, a rise to 1.90% to 2.00% is likely.  Everything we are seeing from the FOMC 

suggests that policymakers are not very concerned about the rise.  What makes the FOMC take 

steps to halt the rise?  The most likely scenario would be a financial crisis.  So far, financial 

markets appear to be functioning, but as the past 25 years have shown, the financial system is 

brittle, and problems can develop quickly.  The key point, however, is that the Fed isn’t going to 

be preemptive in addressing financial stress.  Or, put another way, yield curve control likely 

comes after a problem, not before. 

 

For equities, this policy stance doesn’t look favorable, at least at first glance.  But, much of what 

we are seeing in the major indices is a rotation.  Technology, which had been the market leader 

last year, is faltering, leading to a lower S&P.  However, beneath the surface, other parts of the 

market are surging, meaning that one shouldn’t mistake a weaker index for weaker equities more 

broadly.  Using Friday closing data, the S&P 500 market cap-weighted index is about flat for the 

year, while the equal-weighted index is up 4.7%. 

 

The other area getting attention is the dollar.  The rise in yields has lifted the dollar, with the 

dollar index challenging resistance.  Don’t be fooled.  History shows that since 1990 there has 

been a pattern that the dollar tends to follow the fiscal deficit with about a two-year lag.  During 

the Reagan years, the dollar soared in the face of rising deficits, but that was a function of tight 

monetary/loose fiscal policy.  That isn’t the case now. We don’t expect the dollar’s strength to 

last. 

 

Here are some other market stories we are following: 
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• LIBOR is entering its final chapter.  Over the next 18 months, the phase-out of LIBOR 

will accelerate. 

• Rising costs of commodities are likely to find their way into finished goods prices in the 

coming months.   

• The fiscal charge (see below) is expected to make the U.S. the driver of global growth, 

especially with China retrenching (see below). 

• The ECB is trying to cope with the rise in U.S. rates.  They meet on Thursday, so we will 

hear more about this later in the week.   

• The U.S. and the EU have agreed to suspend aircraft tariffs.   

• At the end of March, a provision that exempted U.S. banks from counting Treasuries in 

their supplementary leverage ratio will end.  Banks have been major buyers of Treasuries 

over the past year, and if the provision ends, that buying will likely cease.  The buying 

was especially pronounced in the big banks.  There is talk that the provision will be 

extended.  Although we have doubts that the banks’ appetite for Treasuries would 

continue at the same pace, ending the provision will likely be a short-term negative for 

bond prices.   

Economics and policy:  The stimulus bill passed the Senate; House approval is likely.   

• One reason discretionary fiscal policy fell from favor is that legislative time is different 

from economic time.  In other words, when lawmakers are considering a fiscal boost, by 

the time they finally act, the need has usually passed.  To some extent, that pattern is 

being repeated with this bill.  Yet, there are underlying problems that this bill will help, 

mostly with rent assistance and reopening schools.  The money to households will be 

welcome.  We will be watching to see what happens with those funds, but don’t be 

surprised if the money is saved for a while or used to reduce debt. 

• Now that the stimulus bill is passed, the most important senator, Joe Manchin, is making 

it clear that he won’t support an infrastructure bill in reconciliation.  That means the 

White House will need to make a bill that the GOP will back, which could be a tall order.   

China:  CPC meetings are wrapping up.   

• China will target 6% GDP growth for 2021, which is a bit slower than the 8% that has 

been the normal target, but likely still too high to prevent more debt growth.   

• China will lend $62 billion to fund tech innovation, part of China’s drive for tech self-

sufficiency. 

• China’s exports soared in February as the global economy began to recover. 

https://finance.yahoo.com/news/libor-end-now-within-sight-074311303.html
https://www.wsj.com/articles/finance-chiefs-look-to-price-increases-to-offset-higher-commodities-costs-11615199401?st=tgc8zrbibuqhyvl&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-set-to-power-global-economic-recovery-from-covid-19-11615129203?st=dr53ywfcrrr0t2p&reflink=desktopwebshare_permalink
https://www.ft.com/content/f520bc93-149e-4ec8-9376-19fa8ba61d04
https://www.ft.com/content/3da1759f-894e-4c1d-813f-5012d96bf52b?emailId=60460ba67bcb5800049581d4&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/adf3426c-c3e6-4958-b2aa-c768097e4dac
https://www.ft.com/content/91f43572-414c-48d1-af80-857b9fa2fb18
https://www.ft.com/content/91f43572-414c-48d1-af80-857b9fa2fb18
https://www.axios.com/joe-manchin-infrastructure-bill-c8408e99-17f3-4477-b5df-8e3d537c0bd9.html
https://www.ft.com/content/b7909f6b-b528-4f95-9b27-ce8ffac588aa
https://www.scmp.com/tech/policy/article/3124094/us-china-tech-war-beijings-main-policy-lender-pledges-us62-billion-fund?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3124094
https://www.wsj.com/articles/china-exports-surge-a-year-after-coronavirus-hit-11615090169?st=kf3vn8kyivgafy6&reflink=desktopwebshare_permalink
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• Beijing will cut the number of legislative members in Hong Kong as the CPC moves to 

gain control of elections. 

• The U.S. will hold a summit with representatives from India, Japan, and Australia in a 

bid to revive the anti-China alliance. 

Technology:  Hacks and policy dominate the news. 

• Microsoft (MSFT, USD, 231.60) has been hit by a massive hacking campaign centered 

on the firm’s email software.  Chinese government hackers are being implicated.   

• Meanwhile, the fallout continues from the SolarWinds (SWI, USD, 16.13) hack, which 

originated in Russia and Eastern Europe.  The latest firm affected is privately held 

Accellion, a firewall company. 

• The Biden administration has appointed Tim Wu to the post of advisor on competition 

policy.  Wu is a proponent of the pre-Bork antitrust model that targets size alone.  His 

appointment is potentially bad news for the largest tech firms. 

International news:  KSA oil facilities are hit by rockets and drones, the U.S. and South Korea 

make a deal, and the latest from the EU. 

• Over the weekend, Houthi rebels attacked the oil port of Ras Tanura, the world’s largest 

oil port and the KSA’s biggest refinery.  It doesn’t appear the attack was very successful, 

but it did send oil prices higher over the weekend.  As has been the pattern of rallies off 

such news, the gains have failed to hold. 

• The U.S. and South Korea have reached a burden-sharing agreement.  This issue had 

been a sticking point for the Trump administration, which was seeking a large increase in 

funding.  No details of the arrangement have emerged.   

• It appears the U.S. will withdraw troops from Afghanistan in May as scheduled. 

https://www.ft.com/content/b4cb2c31-7f31-41e7-a088-29113c611152?emailId=6045b65a7bcb580004957c77&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/a481167f-c362-4bd9-a9e9-7fd5944e5ea4?emailId=6045b65a7bcb580004957c77&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/c9601a1a-ab3b-4059-8ca3-67b8387b6170
https://www.nytimes.com/2021/03/06/technology/microsoft-hack-china.html?smid=url-share
https://apnews.com/article/donald-trump-politics-europe-eastern-europe-new-zealand-f318ba1ffc971eb17371456b015206a5
https://apnews.com/article/donald-trump-politics-europe-eastern-europe-new-zealand-f318ba1ffc971eb17371456b015206a5
https://www.ft.com/content/45c2d360-b9ac-4ea3-8452-b336306651ba
https://www.wsj.com/articles/iran-backed-houthi-rebels-say-they-targeted-saudi-oil-port-11615157185?st=yy9sbj40v75f837&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/world/the_americas/saudi-houthi-attack-ras-tanura-aramco/2021/03/07/77f29148-7f72-11eb-9ca6-54e187ee4939_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%2F306a3c4%2F6045ae669d2fda4c88014c75%2F596b53f6ae7e8a44e7d597a3%2F34%2F69%2F6045ae669d2fda4c88014c75
https://www.ft.com/content/3a094943-5663-477f-96d9-13f230880b7b?emailId=6045b65a7bcb580004957c77&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/u-s-south-korea-negotiators-reach-agreement-on-troop-cost-sharing-11615142406?st=34dckk54ztb8y71&reflink=desktopwebshare_permalink
https://tolonews.com/afghanistan-170509
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• Germany is planning legislation that would make German firms responsible for screening 

suppliers for human rights and environmental violations.  Needless to say, corporations 

oppose the effort.   

• Sweden is stepping up its efforts to contain Russian aggression.  This report profiles the 

woman in charge of the effort.  

COVID-19:  The number of reported cases is 116,911,000 with 2,594,813 fatalities.  In the U.S., 

there are 28,999,540 confirmed cases with 525,813 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 116,363,405 doses of the vaccine have 

been distributed with 90,351,750 doses injected.  The number receiving a first dose is 

58,837,710, while the number of second doses, which would grant the highest level of immunity, 

is 30,686,881.  The FT has a page on global vaccine distribution.   

 

Virology 

• Hospitalizations are down to 40,212, the lowest level since October 20, 2020.  They are 

down 70% from the January peak.  To some extent, this is the most critical number as 

hospitalizations measure the burden on the health care system.   

• The debate over the Wuhan Institute of Virology continues.  The WHO is scrapping its 

initial report on China as Beijing and Washington feud over its contents.  A group of 

scientists is calling for a new investigation.  It has emerged that diplomats expressed 

concerns over lax biosecurity measures at the Wuhan laboratory in 2017.  We doubt 

China will ever allow a full accounting of the virus’s emergence in its bid to control the 

narrative, even if the Wuhan laboratory is not implicated.   

• Russia is engaging in a disinformation campaign to undermine confidence in Western 

vaccines.   

• The EU is asking for U.S. vaccines to help cover its shortfall.   

• Much of the pandemic news is positive.  Vaccine distribution is starting to accelerate, and 

there is growing evidence that the worst is behind us.  However, not all is rosy.  The EU, 

whose vaccination program has left much to be desired, is seeing a rapid increase in 

infections from new variants.  Even more unsettling is the news from Brazil, where a new 

variant is not only spreading more rapidly but is re-infecting those who have already 

contracted the disease.  Brazil is mostly using Chinese vaccines, which may not be as 

effective against these new variations.   

• The mutations of the virus are likely to mean that we are moving from pandemic to 

endemic.  Simply put, COVID-19 will be with us, like influenza, for good.  That means 

that it will need to be managed.  This could mean that annual or periodic boosters are 

required, and perhaps more aggressive prevention measures during “COVID season,” 

which will probably coincide with flu season.  Two areas of further action are likely.  

First, it is clear that some people suffer greatly from the virus, while others are 

asymptomatic.  For the most part, we have determined a set of comorbidities that seem to 

predict the impact of infection.  We would expect to see a finer set of factors be 

https://www.wsj.com/articles/germany-to-make-firms-responsible-for-policing-abuses-by-global-suppliers-11614780088?st=6aypuihzkm6lym1&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/germany-to-make-firms-responsible-for-policing-abuses-by-global-suppliers-11614780088?st=6aypuihzkm6lym1&reflink=desktopwebshare_permalink
https://www.politico.eu/article/trailblazer-ewa-skoog-haslum-taking-on-vladimir-putin-russia-in-baltic/
https://www.politico.eu/article/trailblazer-ewa-skoog-haslum-taking-on-vladimir-putin-russia-in-baltic/
https://www.nytimes.com/live/2021/03/07/world/covid-19-coronavirus?action=click&campaign_id=51&emc=edit_MBE_p_20210308&index=0&instance_id=27831&label=coronavirus+updates&module=Spotlight&nl=morning-briefing&pgtype=Homepage&regi_id=5677267&section=topNews&segment_id=52977&te=1&type=styln-live-updates&user_id=cf9e3e54fec2ede829d24b038d8ab9e3#israel-green-pass-covid
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.wsj.com/livecoverage/covid-2021-03-08
https://www.wsj.com/livecoverage/covid-2021-03-08
https://www.wsj.com/articles/who-investigators-to-scrap-interim-report-on-probe-of-covid-19-origins-11614865067?st=gjj5tjx1uf639kw&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/who-investigators-to-scrap-interim-report-on-probe-of-covid-19-origins-11614865067?st=gjj5tjx1uf639kw&reflink=desktopwebshare_permalink
https://s.wsj.net/public/resources/documents/COVID%20OPEN%20LETTER%20FINAL%20030421%20(1).pdf
https://s.wsj.net/public/resources/documents/COVID%20OPEN%20LETTER%20FINAL%20030421%20(1).pdf
https://www.politico.com/news/magazine/2021/03/08/josh-rogin-chaos-under-heaven-wuhan-lab-book-excerpt-474322?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/magazine/2021/03/08/josh-rogin-chaos-under-heaven-wuhan-lab-book-excerpt-474322?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.wsj.com/articles/russian-disinformation-campaign-aims-to-undermine-confidence-in-pfizer-other-covid-19-vaccines-u-s-officials-say-11615129200?st=r6yex22tectlbst&reflink=desktopwebshare_permalink
https://www.ft.com/content/e4aaf7a8-3ccb-4223-b8e9-4cd069a9dbf2?emailId=6045b65a7bcb580004957c77&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://apnews.com/article/europe-england-coronavirus-pandemic-france-milan-2b4e8c5092db92c38194884a4b8049e4
https://apnews.com/article/europe-england-coronavirus-pandemic-france-milan-2b4e8c5092db92c38194884a4b8049e4
https://www.ft.com/content/13226269-690a-4456-b896-1a7d7e295b09
https://www.ft.com/content/51cf718d-e701-4292-a9dd-dd36c1b1c5ea
https://www.ft.com/content/51cf718d-e701-4292-a9dd-dd36c1b1c5ea
https://www.nytimes.com/2021/03/03/world/americas/brazil-covid-variant.html?smid=url-share
https://www.nytimes.com/2021/03/03/world/americas/brazil-covid-variant.html?smid=url-share
https://www.ft.com/content/16a2bea8-457e-4d7d-9f5b-15b31ddd89c0
https://www.reuters.com/article/us-health-coronavirus-variants-insight/when-will-it-end-how-a-changing-virus-is-reshaping-scientists-views-on-covid-19-idUSKBN2AV1T1
https://www.reuters.com/article/us-health-coronavirus-variants-insight/when-will-it-end-how-a-changing-virus-is-reshaping-scientists-views-on-covid-19-idUSKBN2AV1T1
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established over time, down to the genetic level.  Second, although most of the focus has 

been on vaccines, anti-viral drugs will also be important when it comes to adjusting to an 

endemic condition.   

U.S. Economic Releases  

There were no economic releases prior to the publication of this report. The table below lists the 

domestic releases scheduled for the rest of the day. 

 

EDT Indicator Expected Prior Rating

10:00 Wholesale Inventories m/m Jan 1.3% 1.3% ***

10:00 Wholesale Trade Sales m/m Jan 1.0% 1.2% **

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

Japan BoP Current Account Balance m/m Jan ¥646.8b ¥1165.6b ¥1253.4b ** Equity bearish, bond bullish

Trade Balance BoP Basis m/m Jan -¥130.1b ¥965.1b -¥39.3b ** Equity bearish, bond bullish

Bank Lending Incl Trusts y/y Feb 6.2% 6.1% ** Equity and bond neutral

Bank Lending Ex-Trusts yy Feb 5.9% 5.7% ** Equity and bond neutral

Bankruptcies y/y Feb -31.5% -38.7% ** Equity and bond neutral

Leading Index CI m/m Jan 99.1 95.3 96.8 ** Equity and bond neutral

Coincident Index m/m Jan 91.7 88.3 91.6 ** Equity and bond neutral

EUROPE

Eurozone Sentix Investor Confidence m/m Mar 5 -0.2 1.4 *** Equity bullish, bond bearish

Germany Industrial Production SA m/m Jan -2.5% 0.0% -0.4% *** Equity bearish, bond bullish

Switzerland Unemployment Rate m/m Feb 3.6% 3.7% 3.8% *** Equity and bond neutral

Domestic Sight Deposits CHF w/w 5-Mar 636.0b 640.8b * Equity and bond neutral

Total Sight Deposits CHF w/w 5-Mar 703.1b 704.1b * Equity and bond neutral

AMERICAS

Brazil Industrial Production y/y Jan 2.0% 8.2% 2.0% *** Equity and bond neutral

Vehicle Sales Anfavea m/m Feb 167391 171146 ** Equity and bond neutral

Vehicle Production Anfavea m/m Feb 197035 199707 ** Equity and bond neutral

Vehicle Exports Anfavea m/m Feb 33064 25040 ** Equity and bond neutral

Canada Int'l Merchandise Trade m/m Jan 1.41b -1.67b -1.40b ** Equity and bond neutral

 Ivey Purchasing Managers Index SA m/m Feb 60.0 48.4 ** Equity bullish, bond bearish  
 

 

 

https://elemental.medium.com/genetics-could-explain-why-some-people-with-covid-19-get-sicker-than-others-d8b28aa915b1
https://www.wsj.com/articles/covid-19-pill-shows-promise-in-preliminary-testing-11615006861?st=s3nrjh932jewdcj&reflink=desktopwebshare_permalink
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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) 19 18 1 Up

3-mo T-bill yield (bps) 3 3 0 Neutral

TED spread (bps) 16 15 1 Up

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

10-yr T-note (%) 1.56 1.57 -0.01 Neutral

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

EUR/USD 3-mo swap (bps) 9 7 2 Down

Currencies Direction

dollar Up Down

euro Down Up

yen Down Up

pound Flat 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 $69.24 $69.36 -0.17%

WTI $66.05 $66.09 -0.06%

Natural Gas $2.71 $2.70 0.26%

Crack Spread $18.61 $19.16 -2.86%

12-mo strip crack $16.93 $17.35 -2.44%

Ethanol rack $1.88 $1.87 0.56%

Gold $1,693.10 $1,700.64 -0.44%

Silver $25.31 $25.25 0.26%

Copper contract $403.90 $407.55 -0.90%

Corn contract $549.00 $545.50 0.64%

Wheat contract $657.00 $653.00 0.61%

Soybeans contract $1,443.75 $1,430.00 0.96%

Baltic Dry Freight 1829 1779 50

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

The 6-10 and 8-14 day forecasts currently call for cooler than normal temperatures throughout 

most of the country, with warmer temps in the southeastern region.  The forecast calls for wetter 

than normal conditions for most of the country, with dry conditions in the Pacific and most of the 

northern regions. 
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Data Section 
 

U.S. Equity Markets – (as of 3/5/2021 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 3/5/2021 close) 

 

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

US Corporate Bond

US Government Bond

US High Yield

Cash

Foreign Developed ($)

Real Estate

Large Cap

Foreign Developed (local currency)

Emerging Markets ($)

Emerging Markets (local currency)

Mid Cap

Commodities

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 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 

estimates narrow over time with 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. 


