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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: May 3, 2021—9:30 AM EDT] Global equity markets are generally mixed this 

morning.  The EuroStoxx 50 is currently up 0.7% from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed down 1.7%.  Chinese markets were lower, with the Shanghai Composite down 

0.9% from its prior close and the Shenzhen Composite down 0.3%.  U.S. equity index futures are 

signaling a higher open.  With 302 companies having reported, the S&P 500 Q1 2021 earnings 

stand at $47.00, higher than the $37.94 forecast for the quarter.  The forecast reflects a 23.3% 

increase from Q1 2020 earnings.  Thus far this quarter, 87.7% of the companies have reported 

earnings above forecast, while 10.3% have reported earnings below forecast.   

 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Weekly Geopolitical Report (4/26/201): Irish Border Revisited 

• Weekly Energy Update (4/29/2021)  

• Asset Allocation Weekly (4/30/2021) (no associated chart book and podcast this week) 

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

 

Good morning!  It’s Monday and the first trading day of May.  Various global markets are closed 

or seeing light trading today due to lingering May Day celebrations.  U.S. equity futures are 

trending higher this morning.  Economics and policy lead off our coverage today.  International 

news comes next, followed by an update on China.  We close with our usual pandemic update.   

 

Economics and policy:  Labor markets, inflation worries, and colleges dominate the news. 

• One of the factors economists are trying to discern is the effects that follow a pandemic.  

We know that policy actions have flooded households with cash.  This wall of money has 

raised inflation fears.  However, we have contended that it is critical to follow the money.  

In other words, the mere presence of liquidity does not mean inflation will follow.  The 

WSJ notes that much of the cash is being held in older households, where it is less likely 

to be spent.  The latest data, which for Q4, from the Fed’s Distributional Financial 

Accounts, shows that cash held by the top 10% of households rose $451.6 billion from 

Q3.  For the 89% to 51% middle, it rose $89.9 billion, and for the bottom 50%, it rose 

$47.7 billion.  Some of this data will change with recent fiscal injections, but there is 

clear evidence that the bulk of the liquidity is in households that will either hold it for a 

while or likely use it to buy financial assets. 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/category/weekly-geopolitical-report/
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_Apr_29_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Apr_23_2021.pdf
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/asset-allocation-reports/asset-allocation-weekly-podcast-asset-allocation-reports/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/global-stock-markets-dow-update-05-03-2021-11620031786?st=swezxi0i7ooc3j4&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/global-stock-markets-dow-update-05-03-2021-11620031786?st=swezxi0i7ooc3j4&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/covid-19-savings-stockpile-could-accelerate-economyif-consumers-spend-it-11619967601?st=49kvmff1qf92ewv&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/covid-19-savings-stockpile-could-accelerate-economyif-consumers-spend-it-11619967601?st=49kvmff1qf92ewv&reflink=desktopwebshare_permalink
https://www.ft.com/content/4a6d0864-eb26-4e54-8ab5-ffad2e8166ee
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• That doesn’t mean we are not seeing price increases.  Lumber prices are soaring, the 

consequence of rising demand that hit an industry that has been contracting supply since 

the Great Financial Crisis (here’s a great podcast on the topic).  We are seeing numerous 

reports that industries, from restaurants to food processors, are struggling to find workers.  

Some of this is due to households having all that cash.  Workers can be more discerning 

in employment opportunities.  However, there is also another issue.  During the 

pandemic, some workers who were laid off as businesses closed may have trained or 

found work in other industries.  Some of these industries had rather poor labor 

practices—often, they demanded flexible schedules that burdened workers and prevented 

them from managing childcare or working multiple jobs.  If these workers moved on, 

these industries would be forced to train new workers, and in a high growth period, will 

probably be forced to pay more or restructure jobs to make them more attractive. 

o Don’t underestimate the economy’s ability to adapt.  For example, it looks like 

lumber pricing may be high for a while; we expect that soon we will see builders 

take a look at residential steel studding.  Steel has attractive properties for 

residential homebuilding.  It’s strong. It can withstand wind and earthquakes 

better.  It offers greater flexibility in design.  It used to cost about 15% more than 

wood framing.  With lumber prices up this much, steel will likely make inroads, 

and once it does, some of the lumber demand will be lost, permanently.  Although 

iron ore prices are up, it is important to remember that steel, unlike wood, is 

recyclable.   

• Some of the pricing issues are due to the nature of this recovery.  The last fast recovery 

from recession was 1982.  In every recession since then, the recovery has tended to be 

slow.  Businesses assumed this recovery would be too.  But, unlike previous business 

cycles, the fiscal and monetary response was so aggressive that we are seeing a true “V” 

recovery.  Expectations of a slow recovery led firms to downsize dramatically a year ago.  

They shed labor and cut inventories.  Based on the past three decades of experience, that 

made sense.  Unfortunately, it was a mistake this time around.  Now, businesses are 

scrambling for workers and materials.1  

• The consensus of policymakers is that the rise in prices will be temporary.  We tend to 

agree with this assessment.  For now, the key to inflation is expectations.  We will know 

inflation is a problem when (a) firms begin to treat inventory as an asset instead of 

something to be minimized2 and (b) when households buy, now fearing higher prices 

later.  We are watching residential real estate closely; home prices have been rising, as 

have mortgage rates.  If buyers continue to bid prices up on fears of the lack of supply, 

this would be a concern.  However, we would not be surprised to see prospective buyers 

start to balk at prices in the near future.  If they don’t, it would be evidence that inflation 

expectations are building.   

o Another worry is that policymakers are abandoning any pretext of fiscal control.  

The Biden administration is looking for higher taxes, suggesting a full 

 
1 Semiconductors are a classic example. 
2 When we move from just in time to just in case inventory management.  

https://www.wsj.com/articles/record-lumber-prices-lift-sawmills-while-homeowners-do-it-yourselfers-pay-up-11620034201?st=ihh7ohqilijdkhb&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/audio/2021-04-25/why-the-price-of-lumber-has-soared-podcast
https://finance.yahoo.com/news/chicken-prices-rise-as-poultry-plants-struggle-to-find-workers-201846549.html
https://www.wsj.com/articles/restaurants-serve-up-signing-bonuses-higher-pay-to-win-back-workers-11619359201?st=2hba9sbsnyadame&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/restaurants-serve-up-signing-bonuses-higher-pay-to-win-back-workers-11619359201?st=2hba9sbsnyadame&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/more-than-90-new-airlines-are-launching-in-2021-they-say-its-the-perfect-time-11619793036?st=gwswk64kpsm3fp1&reflink=desktopwebshare_permalink
https://www.huduser.gov/portal/Publications/pdf/steel_vs_wood1.pdf
https://www.huduser.gov/portal/Publications/pdf/steel_vs_wood1.pdf
https://designeverest.com/blog/light-gauge-steel-lumber-which-is-better-framing-option-residential-building/
https://designeverest.com/blog/light-gauge-steel-lumber-which-is-better-framing-option-residential-building/
https://www.reuters.com/article/us-usa-biden-yellen/u-s-treasurys-yellen-tamps-down-inflation-fears-over-biden-spending-plan-idUSKBN2CJ0B2
https://www.wsj.com/articles/behind-bidens-big-spending-plans-the-waning-sway-of-economic-caution-11619710043?st=9vhf4jefnr5wkag&reflink=desktopwebshare_permalink
https://www.ft.com/content/f8a154ee-2fe9-42c7-9fe0-1786f846150e
https://www.wsj.com/articles/expanding-from-autos-to-appliances-and-sex-toys-the-chip-shortage-is-far-reaching-11619783117?st=71y4qkffsvopgno&reflink=desktopwebshare_permalink
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abandonment isn’t underway quite yet.  Also, the path to higher spending isn’t 

going to be smooth either.  There is some evidence that infrastructure spending 

may not be as large as proposed. 

o It’s also worth noting that all the recently proposed infrastructure and family 

spending is over a decade, but the taxes would be implemented immediately, 

leading to a fiscal contraction.  This fact is mostly being lost in the current 

discussion.   

• College enrollment is down 5.9%.  Some of this is due to the uncertainty surrounding the 

pandemic, but demographics and a drop in international students are also affecting it.  

Although the highly selective colleges are turning away students, there are scads of 

colleges still looking for students even at this late date.   

• There is a global sand crisis.   

• European banks are building a plan to take on American payment firms. 

• How did big tech get big?  Through acquisitions. 

International roundup:  Iran is in the news, the EU and G-7 counter Russian propaganda, and 

Kim Jong-un won’t be ignored. 

• Two items of note on Iran.   

o Although this news started circulating last week, Iran and the KSA are holding 

“secret” talks (not much of a secret anymore!).  We suspect this is because Riyadh 

has concluded that the U.S. is eventually going to leave, and these two powers are 

going to have to get along.   

o There were reports in Iran state media that the U.S. and Iran had struck a deal 

where the U.S. would give Iran money, and Tehran would release prisoners.  

Washington has denied the reports.  Although we would not be shocked by such 

an arrangement, it is also possible that Iran “leaked” the news to pressure the 

Biden administration.  It is also conceivable that hardline elements in Iran 

released the reports to undermine talks, knowing that this deal would be 

unpopular in the U.S.  

• In the face of persistent Russian disinformation, the EU and G-7 nations are proposing 

steps to counter these activities.   

• The Biden administration is said to be offering North Korea a new policy that tries to fall 

between the arms-length Obama policy and the grand gesture Trump policy.  So far, 

Pyongyang seems unimpressed.   

• Madrid is holding regional elections in Spain.  The campaigning is getting especially 

ugly.   

• Protests against taxes in Colombia are increasing. 

China:  Regulators are cracking down on fintech, small businesses are struggling, and a new 

opioid is emerging from China. 

• Last November, the Ant Financial IPO was scuttled at the last minute.  That started a 

trend where tech firms that had ventured into fintech are now facing scrutiny from 

regulators.  Tencent (TCEHY, USD, 79.66) is facing antitrust penalties. 

https://www.axios.com/manchin-biden-coronavirus-trillion-dollar-taxes-956b3c82-7ffa-4e2a-ba24-c55207d2f38d.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top
https://www.axios.com/manchin-biden-coronavirus-trillion-dollar-taxes-956b3c82-7ffa-4e2a-ba24-c55207d2f38d.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top
https://www.washingtonpost.com/politics/democrats-signal-theyre-open-to-concessions-on-infrastructure/2021/04/30/62b3e44a-a9f6-11eb-bca5-048b2759a489_story.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.politico.com/news/2021/05/02/barrasso-cassidy-biden-infrastructure-deal-485198
https://www.politico.com/news/2021/05/02/barrasso-cassidy-biden-infrastructure-deal-485198
https://www.studentclearinghouse.org/blog/spring-undergraduate-enrollment-down-5-9-steepest-decline-so-far-since-the-pandemic/
https://www.nacacnet.org/news--publications/Research/openings/
https://www.nacacnet.org/news--publications/Research/openings/
https://www.ft.com/content/5359d629-365c-4cd5-94dd-49eb168be1a2
https://www.ft.com/content/f274255d-eb96-44fe-90e9-fe5532cc47ac?segmentId=bf7fa2fd-67ee-cdfa-8261-b2a3edbdf916
https://www.washingtonpost.com/technology/interactive/2021/amazon-apple-facebook-google-acquisitions/
https://www.nytimes.com/2021/05/01/world/middleeast/Saudi-Iran-talks.html?smid=url-share
https://www.nytimes.com/2021/05/01/world/middleeast/Saudi-Iran-talks.html?smid=url-share
https://www.reuters.com/article/uk-iran-usa-prisoners/washington-denies-iran-state-media-report-saying-prisoner-swap-agreed-idUSKBN2CJ0BD
https://www.politico.com/news/2021/05/03/biden-gop-democrats-iran-deal-485104?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/05/03/biden-gop-democrats-iran-deal-485104?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_2250
https://www.reuters.com/world/uk/g7-look-rapid-response-mechanism-counter-russian-propaganda-uks-raab-says-2021-05-02/
https://www.washingtonpost.com/national-security/biden-administration-forges-new-path-on-north-korea-crisis-in-wake-of-trump-and-obama-failures/2021/04/30/c8bef4f2-a9a9-11eb-b166-174b63ea6007_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%2F3226540%2F608f74559d2fdae30241c2a8%2F596b53f6ae7e8a44e7d597a3%2F52%2F85%2F608f74559d2fdae30241c2a8
https://www.washingtonpost.com/world/nkorea-biden/2021/05/01/83114598-aaf0-11eb-b166-174b63ea6007_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%2F322653f%2F608f74559d2fdae30241c2a8%2F596b53f6ae7e8a44e7d597a3%2F51%2F85%2F608f74559d2fdae30241c2a8
https://www.washingtonpost.com/world/nkorea-biden/2021/05/01/83114598-aaf0-11eb-b166-174b63ea6007_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%2F322653f%2F608f74559d2fdae30241c2a8%2F596b53f6ae7e8a44e7d597a3%2F51%2F85%2F608f74559d2fdae30241c2a8
https://www.politico.eu/article/shades-of-spains-civil-war-darken-madrid-elections/
https://www.politico.eu/article/shades-of-spains-civil-war-darken-madrid-elections/
https://www.bbc.com/news/world-latin-america-56928650
https://www.wsj.com/articles/fidelity-halves-its-ant-group-valuation-after-beijings-clampdown-11620036004?st=ijuz37m5pyshscm&reflink=desktopwebshare_permalink
https://www.ft.com/content/e69d7064-a126-47c4-a57c-58489ba59d0b?emailId=608b8c0c2f19b3000450af92&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.reuters.com/world/china/exclusive-china-readies-tencent-penalty-antitrust-crackdown-sources-2021-04-29/
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• Sluggish consumer demand is leading to a slow recovery for China’s small businesses.   

• There are reports that a new synthetic opioid, Isotonitazene, called “Iso,” is starting to 

circulate.  It is said to be similar to fentanyl and may be a response to Chinese authorities 

cracking down on fentanyl production.   

COVID-19:  The number of reported cases is 152,946,524 with 3,204,301 fatalities.  Global 

cases have reached a new peak.  In the U.S., there are 32,422,234 confirmed cases with 577,046 

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 312,509,575 doses of the vaccine have been distributed, with 245,591,469 doses injected.  

The number receiving at least one dose is 147,047,012, while the number of second doses, which 

would grant the highest level of immunity, is 104,774,652.  The FT has a page on global vaccine 

distribution. 

 

Virology 

• Although cases in the U.S. continue to decline, India is facing a serious crisis.  It recorded 

400,000 new cases and record fatalities.  In local elections, the BJP, PM Modi’s party, 

suffered losses; pundits tie the losses to the pandemic.  India’s health care system is under 

severe strain.  Starting tomorrow, the U.S. will restrict travel from India.   

• South America is also seeing widespread infections.   

• Turkey has announced its first full lockdown.   

• In the U.S., researchers are concluding that herd immunity is unlikely.  Vaccine hesitancy 

likely means that the U.S. won’t reach a point where 70% of the population is either 

vaccinated or has immunity from being infected.  That doesn’t mean that some degree of 

normalcy will return, but we will likely see COVID-19 become endemic.  That could 

mean that, like the flu, it will cycle through the population on occasion, leading to 

localized lockdowns. 

• The AstraZeneca (AZN, USD, 53.07) blood clotting problem appears mostly to affect 

young adults.   

• Drug companies are working on making the next generation of COVID-19 vaccines 

easier to take; nasal sprays or pills might replace injections.   

 

U.S. Economic Releases  

 

There were no economic releases scheduled prior to the publication of this report nor are there 

any releases or Fed events scheduled for the day. 

 

https://www.wsj.com/articles/for-chinas-small-businesses-life-is-still-far-from-normal-11619953204?st=z92lcvttw7o8p8b&reflink=desktopwebshare_permalink
https://www.thewirechina.com/2021/05/02/opioid-whack-a-mole/
https://www.nytimes.com/live/2021/05/03/world/covid-vaccine-coronavirus-cases
https://coronavirus.jhu.edu/map.html
https://www.nytimes.com/interactive/2021/05/01/world/virus-cases-world-peak.html?campaign_id=51&emc=edit_mbe_20210503&instance_id=30134&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=57088&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.nytimes.com/interactive/2021/05/01/world/virus-cases-world-peak.html?campaign_id=51&emc=edit_mbe_20210503&instance_id=30134&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=57088&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
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://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://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.wsj.com/livecoverage/covid-2021-05-03
https://www.ft.com/content/39ad9165-fc31-42ff-86d5-317d32ecfe6d?emailId=608f7e6df7d96d0004cd18af&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.washingtonpost.com/world/2021/05/01/india-coronavirus/?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%2F3226527%2F608f74559d2fdae30241c2a8%2F596b53f6ae7e8a44e7d597a3%2F18%2F85%2F608f74559d2fdae30241c2a8
https://www.washingtonpost.com/world/2021/05/01/india-coronavirus/?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%2F3226527%2F608f74559d2fdae30241c2a8%2F596b53f6ae7e8a44e7d597a3%2F18%2F85%2F608f74559d2fdae30241c2a8
https://www.washingtonpost.com/world/2021/05/02/india-covid-coronavirus-vaccine-election/?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%2F3226528%2F608f74559d2fdae30241c2a8%2F596b53f6ae7e8a44e7d597a3%2F28%2F85%2F608f74559d2fdae30241c2a8
https://www.nytimes.com/2021/05/02/world/asia/india-west-bengal-elections-modi.html?smid=url-share
https://www.ft.com/content/cbd82f08-edad-4822-82fa-f4ae3416467f?emailId=608f7e6df7d96d0004cd18af&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/cbd82f08-edad-4822-82fa-f4ae3416467f?emailId=608f7e6df7d96d0004cd18af&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/indias-covid-calamity-has-sick-caring-for-the-sicker-alone-to-save-my-family-11619988243?st=jpt4hwq3zu8qudo&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-will-restrict-travel-from-india-starting-may-4-11619807095?st=peet4ptn1wa9qj5&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/04/29/world/americas/covid-latin-america.html?smid=url-share
https://www.bbc.com/news/world-europe-56912668?utm_source=dailybrief&utm_medium=email&utm_campaign=New%20DailyBrief2021Apr29&utm_term=DailyNewsBrief
https://www.nytimes.com/2021/05/03/health/covid-heard-immunity-vaccine.html?smid=url-share
https://www.axios.com/coronavirus-vaccine-hesitancy-polling-d6c0044f-a339-45aa-afcf-66f0f26a2ab0.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/dfaff95b-8f64-4963-9483-494498c55863?emailId=608b8c0c2f19b3000450af92&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/next-generation-of-covid-19-vaccines-could-be-pill-or-spray-11620034381?st=8uzs61i76yrnnns&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/next-generation-of-covid-19-vaccines-could-be-pill-or-spray-11620034381?st=8uzs61i76yrnnns&reflink=desktopwebshare_permalink
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EDT Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m Apr 60.7 60.6 ***

10:00 Construction Spending m/m Mar 1.7% -0.8% **

10:00 ISM Manufacturing m/m Apr 65 64.7 **

10:00 ISM Prices Paid m/m Apr 86.1 85.6 **

10:00 ISM New Orders m/m Apr 69.5 68 ***

10:00 ISM Employment m/m Apr 59.6 **

10:00 Wards Total Vehicle Sales m/m Apr 17.60m 17.75m **

EST Speaker or event

14:20 Jerome Powell Holds Press Conference following  Meeting 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

India Markit India PMI Mfg m/m Apr 55.5 55.4 ** Equity and bond neutral

Australia Markit Australia PMI Mfg m/m Apr 59.7 59.6 ** Equity and bond neutral

CoreLogic House Px m/m Apr 1.8% 2.8% ** Equity and bond neutral

Melbourne Institute Inflation m/m Apr 0.4% 0.4% * Equity and bond neutral

ANZ Job Advertisements m/m Apr 4.7% 7.4% ** Equity and bond neutral

Commodity Index SDR y/y Apr 34.7% 28.2% ** Equity and bond neutral

EUROPE

Eurozone Markit Eurozone Manufacturing PMI m/m Apr 62.9 63.3 63.3 ** Equity and bond neutral

France Markit France Manufacturing PMI m/m Apr 58.9 59.2 59.2 ** Equity and bond neutral

Germany Retail Sales m/m Mar 7.7% 1.2% 3.0% ** Equity bullish, bond bearish

Markit/BME Germany Manufacturing PMI m/m Apr 66.2 66.4 66.4 ** Equity and bond neutral

Italy Markit Italy Manufacturing PMI m/m Apr 60.7 59.8 61.0 ** Equity and bond neutral

Switzerland PMI Manufacturing m/m Apr 69.5 66.3 66.5 ** Equity bullish, bond bearish

Domestic Sight Deposits CHF w/w 30-Apr 634.0b 633.3b * Equity and bond neutral

Total Sight Deposits CHF w/w 44316 701.4b 701.7b * Equity and bond neutral

AMERICAS

Brazil FIPE CPI - Monthly m/m Apr 0.4% 0.7% 0.4% * 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) 18 18 0 Up

3-mo T-bill yield (bps) 0 1 -1 Neutral

TED spread (bps) 17 17 0 Up

U.S. Libor/OIS spread (bps) 9 8 1 Up

10-yr T-note (%) 1.63 1.63 0.00 Neutral

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

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

Currencies

dollar Down Down

euro Up Up

yen Down Up

pound Up Up

franc Down Up   
 

Commodity Markets 
 

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

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

Price Prior Change Explanation

Brent $66.56 $66.76 -0.30%

WTI $63.51 $63.58 -0.11%

Natural Gas $2.91 $2.93 -0.78%

Crack Spread $21.24 $21.38 -0.64%

12-mo strip crack $19.18 $19.29 -0.57%

Ethanol rack $2.50 $2.50 0.00%

Gold $1,787.92 $1,769.13 1.06%

Silver $26.44 $25.92 2.02%

Copper contract $450.35 $446.80 0.79%

Corn contract $695.00 $673.25 3.23%

Wheat contract $745.25 $734.75 1.43%

Soybeans contract $1,552.25 $1,534.25 1.17%

Baltic Dry Freight 3053 3007 46

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

Southwest through the Deep South, and cooler than normal temperatures throughout the North.  

The forecast calls for drier than normal conditions in a band running from northern California 

through Nevada, Utah, and Colorado, with wet conditions throughout the northern region. 
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Data Section 
 

U.S. Equity Markets – (as of 4/30/2021 close) 

 

  
0.0% 20.0% 40.0%

Consumer Staples
Utilities

Healthcare
Technology

Consumer Discretionary
S&P 500

Materials
Industrials

Communication Services
Real Estate

Financials
Energy

YTD Total Return

-3.0% -2.5% -2.0%-1.5% -1.0% -0.5% 0.0% 0.5% 1.0%

Energy

Communication Services

Technology

Materials

Financials

S&P 500

Industrials

Healthcare

Consumer Staples

Consumer Discretionary

Real Estate

Utilities

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 4/30/2021 close) 

 

-10.0% 0.0% 10.0% 20.0%

US Government Bond

US Corporate Bond

Cash

US High Yield

Emerging Markets ($)

Emerging Markets (local currency)

Foreign Developed ($)

Foreign Developed (local currency)

Large Cap

Small Cap

Commodities

Real Estate

Mid 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 

 

April 29, 2021 
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P/E as of 4/28/2021 = 25.6x

 
 

Based on our methodology,3 the current P/E is 25.6x, down 0.1x from last week.   

 
This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
3 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q3 and Q4) and two estimates (Q1 and Q2). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


