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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 6, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  The 

EuroStoxx 50 is currently down 0.1% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 0.4%.  Chinese markets were lower, with the Shanghai Composite down 0.2% from its 

prior close and the Shenzhen Composite down 1.0%.  U.S. equity index futures are signaling a 

flat open.  With 399 companies having reported, the S&P 500 Q1 2021 earnings stand at $48.10, 

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 (5/3/2021): The Geopolitics of Taiwan: Part I 

• Weekly Energy Update (5/6/2021)  

• 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.  U.S. equity futures are mostly steady this morning.  Our coverage starts with 

Facebook.  Next is coverage of the U.K. local elections along with other international news, 

followed by our pandemic coverage, including a look at the Biden administration’s decision to 

temporarily suspend patent protection for COVID-19 vaccines.  Economic and policy news 

comes next.  We close with comments on China. 

 

Facebook:  Facebook’s (FB, USD, 316.32) oversight board declined to reinstate President 

Trump to its platform but did say it would review the case again in six months.  The fact that the 

media treated the news as if it were a key economic release or a Supreme Court decision is 

notable.  As expected, GOP leaders were displeased, but the bigger issue is why.  As a society, 

we grant such power to a private company with little regulatory oversight.  We do expect this 

situation to be addressed at some point.  It is unclear if it will be good or bad for the company or 

other social media companies.  After all, regulation often solidifies a company’s market position 

by increasing the cost of entry.   

 

The creation of the oversight board was, in a way, an attempt to shift the burden of decision 

away from Facebook.  The oversight board has the veneer of independence; the 20-member 

committee is comprised of political leaders, human rights activists, and journalists and is based 
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in London.  Although nominally independent, the company funds the operation to the tune of 

$130 million.  Thus, it is hard to say the company has no influence on its decisions.   

 

President Trump isn’t the only political leader who has been a problem for the company.  It has 

blocked the Myanmar military.  Venezuela’s President Maduro has had his page frozen.  Brazil’s 

President Bolsonaro has also had posts removed.  Poland and Mexico have called for curbs on 

the company’s power.   

 

In the end, the plan to create an oversight board to avoid scrutiny has failed.  The board pushed 

the decision back to the company, suggesting that in six months, it should make a call.  As social 

media firms have become conduits of speech, they have also become deeply mired in politics 

everywhere.  In the older media environment, political systems relied on the lack of 

concentration to allow for a fair dispersion of information.  There were numerous newspapers 

and rules against concentrating ownership.  In broadcast media, where there were only three 

networks, the fairness doctrine regulated the way political news was managed.  Social media 

grew up in a deregulated environment and was not really considered media for a long time.  It 

looks like avoiding regulation in this arena will be impossible, although there is another 

alternative…the firms could be broken up, and the creation of a larger number of social media 

companies, with none dominant, could allow for a freewheeling media.  However, the monopoly 

profits that the current firms enjoy would be the cost.   

 

U.K. elections:  The U.K. is holding local elections.  Under normal circumstances, this wouldn’t 

be big news.  But in the post-Brexit world, these elections have become proxies for 

independence movements.  There will be a close study of the outcomes to see if independence 

movements in Scotland and Wales gain support.  It will also tell us, to some degree, Boris 

Johnson’s popularity.  Although we remain favorable on U.K. assets, seeing them as undervalued 

in the wake of Brexit, the independence issue is a risk that, if it expands, could be a bearish 

factor for the U.K. 

 

International roundup:  Fish fights, Russian troops, and worries about Peru are in the news. 

• One of the more contentious concerns about Brexit was fishing rights.  The British 

Channel was part of the EU’s fisheries area; post-Brexit, it is not.  It is complicated.  

Although the U.K. could deny continental fishermen access to British waters, U.K. 

fishermen needed EU markets for the fish they caught.  For the most part, the deal wasn’t 

really resolved.  It has now become something of a farce.  The U.K. is restricting French 

fishermen’s vessels in the area around Jersey, one of the British Channel Islands.  The 

U.K. has sent two Royal Navy vessels to patrol the area.  Unfortunately, Jersey gets its 

electricity from France, and the French are threatening to cut off the island.  We doubt 

this will become a war, but it does highlight the difficulties involved with leaving the EU. 

• Russia is keeping a rather high level of troops on the Ukraine frontier during NATO 

military exercises.  

• Peru will hold elections on June 6.  The candidates, Pedro Castillo and Keiko Fujimori, 

are polar opposites.  The former is a leftist in the mold of Evo Morales and Hugo Chavez, 
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and the latter is a rightest similar to her father.  As the election draws near, there are 

reports of increasing capital flight as wealthy Peruvians become increasingly worried.   

• Tax reform efforts in Colombia are leading to increasing unrest.   

COVID-19:  The number of reported cases is 155,297,849 with 3,244,849 fatalities.  In the U.S., 

there are 32,588,066 confirmed cases with 579,280 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 321,549,335 doses of the vaccine have 

been distributed, with 249,566,820 doses injected.  The number receiving at least one dose is 

148,562,891, while the number of second doses, which would grant the highest level of 

immunity, is 107,346,533.  The FT has a page on global vaccine distribution.  India’s cases 

continue to rise.  Although overall U.S. cases are falling, the Axios state map does show a mixed 

picture of rising and falling cases. 

 

• The Biden administration shocked the pharmaceutical world by supporting a temporary 

suspension of vaccine patents.  Lifting the patents would allow developing world 

manufactures to expand production rapidly.  But, the drug companies fear this step will 

undermine the patent system and weaken protections on their intellectual property.  

Shares fell both in the U.S. and abroad.  Although it is clear there are concerns, it should 

be noted that this move may be more public relations than substantive.  Getting patent 

relief will entail negotiations, and it isn’t obvious whether developing nations have the 

technology to make the vaccines, even if they have the formulas.   

• The CureVac (CVAC, USD, 101.20) vaccine has completed its clinical trials and is set to 

announce results.  If it works, it will offer an mRNA vaccine that doesn’t require the 

freezing that earlier, similar vaccines required.  That characteristic would be a major 

support for the developing world.   

• Preliminary results from Moderna (MRNA, USD, 162.84) indicate that its booster shots 

created an immune response to variants of COVID-19. 

• Polls suggest that the U.S. may be reaching the point of vaccine saturation.  A recent 

experiment shows that one way to overcome vaccine hesitancy is to pay people $100 to 

get vaccinated.   

• Two members of the Indian delegation to the G-7 meeting tested positive for COVID-19. 

• Although lockdowns likely reduced deaths and infections from the virus, it has had an 

adverse impact on other issues, such as opioid addiction.   

Economics and policy:  Inflation, inventories, and taxes are in the headlines. 

• We often are asked questions about inflation.  Most of the time, the focus is on policy.  

Although worrying about monetary or fiscal policy is understandable, our many years of 

looking at inflation have made it clear to us that the topic is deeply complicated.  At its 

heart, inflation is a balance sheet decision.  When a household or firm decides it would 

rather hold real assets instead of financial ones, it is a key element to rising price levels. 

o Although just-in-time inventory management methods appear to have started in 

Japan in the 1970s, they didn’t really catch on in the U.S. until the 1980s.  In the 
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1970s, in a period of negative real interest rates, the cost of carrying inventory 

was theoretically negative as well.  Most firms saw the value of their inventory 

rise, so holding inventory was a benefit. 
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o This chart shows the ratio of real inventories to real GDP.  It falls over time, in 

part, because of the economy’s steadily increasing dominance of services, which 

by their nature, have less inventory.  Some of this decline is also due to inventory 

management.  After the war into the mid-1960, a period of steadily falling 

inflation volatility, there was a steady decline in inventories relative to GDP.  

However, as inflation began to rise in the mid-1960s, this downtrend stopped, and 

there was a tendency to hold inventories relative to GDP.  After inflation fell in 

the early 1980s, the downtrend resumed and is currently at historic lows. 

o Automakers are apparently rethinking their inventory management.  Insecurity of 

supply is the basic reason behind the change.  Yet, if firms begin to believe that 

holding more “stuff” is better than holding financial assets, it will tend to lift 

goods prices and support inflation.   

o The basis of just-in-time inventory methods is the idea that inventory is a negative 

factor, and it is preferable to have as little as possible.  That position appears to be 

deteriorating, at least regarding cars, and if it starts to spread to other industries, it 

will tend to lift prices. 

• The Biden administration is attempting to move numerous tax proposals through a 

narrowly divided Congress.  That means that individual senators and representatives can 

have sizeable influence.  Simply put, it is a better use of time to wait and see what 

happens with taxes rather than plan changes based on proposals.   

https://www.wsj.com/articles/auto-makers-retreat-from-50-years-of-just-in-time-manufacturing-11620051251?st=jwk9rey00nvu9ae&reflink=desktopwebshare_permalink
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https://www.politico.com/news/2021/05/03/biden-neal-tax-485253?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-neal-tax-485253?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
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o Another issue with taxes is the incidence of corporate tax.1  Economic theory 

suggests that shareholders pay, but if a firm has market power.  They may be able 

to pass the taxes on to consumers via higher prices or to labor through lower 

wages.  The debate remains unresolved, but there are worries that a hike in 

corporate taxes may not have the impact policymakers expect.   

o The broadest version of the corporate tax will likely require the OECD to agree to 

a global minimum tax.  The U.K. has indicated it might agree.   

• A U.S. judge tossed out the CDC’s eviction moratorium, suggesting the CDC didn’t have 

the legal authority to impose it.  It was scheduled to end on June 30.  The administration 

is scrambling to move aid to renters to avoid massive evictions.  The DOJ says it will 

appeal the ruling.  Clearly, the current situation cannot continue.  Renters cannot continue 

to live in housing without paying rent, and landlords cannot be expected to forgo rental 

income indefinitely.  It would create a chain of defaults that would adversely affect the 

economy.  We suspect the final solution will be some sort of socialization of the arrears.  

A mass eviction event could not only harm renters and strain social welfare systems but 

could also lead to falling rents. 

• After several years of negative interest rates, Germans are beginning to react to the rates 

of return on cash by increasing their risk.  Given the conservative leanings of Germans, 

this is a remarkable development.   

• In the U.S., banks are encouraging corporations to move their cash out of deposits to 

avoid falling afoul of capital rules.   

• The Biden administration is reversing an earlier rule on gig workers, making it more 

difficult for companies to claim contractor status.  

• Companies are re-examining job requirement rules, suggesting that many jobs that 

currently require a bachelor’s degree may not need that status.  Such a move could boost 

employment over time. 

• One factor that may be affecting hiring is that the tech center cities are seeing slower 

hiring than the rest of the country.  This might reflect the work from home changes, 

which would lead to less demand for services in these cities.   

• At long last, the CME is closing the last of the open trading pits.  The trading floors have 

been lightly populated for over a decade, but the end has finally come.   

• We recently issued a series of reports on central bank digital currencies.  A comment 

from the FT suggests that the central banks are not likely to protect privacy.  We also 

note that cryptocurrency volumes are rising rapidly. 

• Hedge funds are positioning for a slow depreciation of the dollar.   

• Be aware—the debt ceiling issue will return this summer.   

China:  The Uighur issue continues to resonate, and Chinese equity listings remain an issue. 

• There is growing reluctance among America’s allies to declare China’s treatment of the 

Uighurs as genocide.  This is mostly due to worries about losing trade with China.  It is 

also true among companies.   

 
1 In other words, who pays? 

https://www.wsj.com/articles/u-k-open-to-u-s-proposals-for-global-minimum-corporate-tax-rate-11620137079?st=2dqdtd5ckmbku5u&reflink=desktopwebshare_permalink
https://www.reuters.com/world/us/federal-court-vacates-us-eviction-moratorium-2021-05-05/
https://www.washingtonpost.com/dc-md-va/2021/05/05/federal-judge-vacates-cdcs-nationwide-eviction-moratorium/?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%2F32330a9%2F609368a99d2fdae30244990b%2F596b53f6ae7e8a44e7d597a3%2F43%2F69%2F609368a99d2fdae30244990b
https://www.washingtonpost.com/dc-md-va/2021/05/05/federal-judge-vacates-cdcs-nationwide-eviction-moratorium/?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%2F32330a9%2F609368a99d2fdae30244990b%2F596b53f6ae7e8a44e7d597a3%2F43%2F69%2F609368a99d2fdae30244990b
https://www.politico.com/news/2021/05/04/white-house-rent-evictions-485266?nname=playbook-pm&nid=0000015a-dd3e-d536-a37b-dd7fd8af0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=964328
https://www.politico.com/news/2021/05/04/white-house-rent-evictions-485266?nname=playbook-pm&nid=0000015a-dd3e-d536-a37b-dd7fd8af0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=964328
https://www.cnbc.com/2021/05/05/federal-judge-lifts-eviction-ban.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.cnbc.com/2021/05/05/federal-judge-lifts-eviction-ban.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.wsj.com/articles/cautious-german-savers-brave-the-stock-market-11620120602?st=1ci1ca4gkr6a1ck&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/cautious-german-savers-brave-the-stock-market-11620120602?st=1ci1ca4gkr6a1ck&reflink=desktopwebshare_permalink
https://www.ft.com/content/a5e165f7-a524-4b5b-9939-de689b6a1687
https://www.wsj.com/articles/biden-blocks-trump-era-gig-worker-rule-11620219168?st=58zaxgdnpnk7lnc&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/some-ceos-suggest-dropping-degree-requirements-in-hiring-11620233566?st=z9szpeior9l463l&reflink=desktopwebshare_permalink
https://www.axios.com/jobs-tech-hubs-service-restaurants-9e5bc449-04be-4db2-97a4-ddbb8de2ca82.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/jobs-tech-hubs-service-restaurants-9e5bc449-04be-4db2-97a4-ddbb8de2ca82.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/cme-group-to-close-most-of-its-trading-pits-in-chicago-permanently-11620175341?st=2q049s5b17nx7z0&reflink=desktopwebshare_permalink
https://www.ft.com/content/88f47c48-97fe-4df3-854e-0d404a3a5f9a?emailId=6092764e07852100041550d9&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/88f47c48-97fe-4df3-854e-0d404a3a5f9a?emailId=6092764e07852100041550d9&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/630c225a-5b78-4eef-aecf-f5a4c95276d1
https://www.wsj.com/articles/investors-bet-on-dollars-slow-downward-drift-11620293400?st=zglbmpo14tc8e8d&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-treasury-evaluating-various-scenarios-for-debt-limit-reinstatement-11620217869?st=2sbrau9u60ukuot&reflink=desktopwebshare_permalink
https://apnews.com/article/financial-markets-national-debt-health-coronavirus-pandemic-government-and-politics-a95665cfc7fbd8504fc91fdb2a6eb861
https://www.wsj.com/articles/u-s-allies-diverge-over-labeling-chinas-treatment-of-uyghurs-as-genocide-11620207782?st=jf65mz9jvad1xh6&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-allies-diverge-over-labeling-chinas-treatment-of-uyghurs-as-genocide-11620207782?st=jf65mz9jvad1xh6&reflink=desktopwebshare_permalink
https://www.ft.com/content/51e1a437-3aca-42ed-8403-2a05b338622b?emailId=6092764e07852100041550d9&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/51e1a437-3aca-42ed-8403-2a05b338622b?emailId=6092764e07852100041550d9&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
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o However, this reluctance isn’t true for Australia.  The country revoked a 99-year 

lease in Darwin to the Landbridge Group, a Chinese company, on national 

security grounds.  Beijing isn’t happy.   

• Short sellers argue that a sizeable number of Chinese listed firms in the U.S. are beyond 

regulation and should be delisted.   

• As Ant Financial moves toward its IPO, it is trying to figure out how to bring its health 

alliance mutual aid network into regulatory compliance. 

• China is opening Hong Kong’s bond market to the mainland, with the goal of slowly 

opening China’s capital account.  

• China is apparently gathering data from televisions to see what households are up to. The 

government decided not to mention that to its citizens.   

 

U.S. Economic Releases  

The U.S. Challenger Job Cuts Index fell 96.6% from the prior year.  Released by the Chicago-

based Challenger, Gray, & Christmas, Inc., a global outplacement firm, the report tracks the 

number of job layoff announcements.  The report in no way represents actual layoffs but rather 

planned layoffs. 

 

Strong output boosted productivity to an all-time high in the first quarter of 2021. U.S. 

productivity rose at an annual rate of 5.4% in the first quarter of 2021, above expectations of 

4.3%. Unit labor costs fell at an annual rate of 0.3% in the first quarter compared to expectations 

of a 1.0% drop. 

 

 
 

 

https://www.scmp.com/economy/china-economy/article/3132114/china-australia-relations-ripping-chinese-firms-darwin-port?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3132114
https://www.scmp.com/economy/china-economy/article/3132114/china-australia-relations-ripping-chinese-firms-darwin-port?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3132114
https://www.wsj.com/articles/carson-block-calls-for-delisting-of-many-chinese-firms-in-u-s-11620238009?st=joqnge4mqvpqdq7&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/ant-looks-to-revamp-a-controversial-business-without-sparking-an-outcry-11620293404?st=gtapon8wieebqs2&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/ant-looks-to-revamp-a-controversial-business-without-sparking-an-outcry-11620293404?st=gtapon8wieebqs2&reflink=desktopwebshare_permalink
https://www.scmp.com/economy/china-economy/article/3132379/chinas-opening-hong-kong-bond-market-mainlanders-signals?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3132379
https://www.scmp.com/economy/china-economy/article/3132379/chinas-opening-hong-kong-bond-market-mainlanders-signals?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3132379
https://www.protocol.com/china/chinese-smart-tvs-have-hoovered-up-data-without-telling-anybody
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The chart above shows the annual change in nonfarm productivity.  Although output has 

surpassed previous year levels, the hours worked remain lagging.  This likely bodes for growth, 

as it suggests that firms have become more efficient during the pandemic.  The decline in unit 

labor costs, which measures labor costs adjusted for productivity, confirms this efficiency 

improvement. 

 

 
 

For the week ending May 1, initial claims came in at 498K compared to expectations of 538K. 

The prior month’s report was revised from 553K to 590K.  It is the lowest level since March 14, 

2020.  In the preceding week, continuing claims came in at 3.690MM compared to expectations 

of 3.620MM.  The previous report was revised from 3.660MM to 3.653MM.  It is the lowest 

level since March 28, 2020. 
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The chart above shows the four-week moving average of initial claims.  The moving average fell 

from 621K to 560K. 
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The chart above shows the four-week moving average of continuing claims by region. Virginia 

(23,605), Florida (9,179), and Michigan (8,234) saw the biggest layoffs. 

  

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

 

EDT Indicator Expected Prior Rating

9:45 Langer Consumer Comfort m/m Apr 55.0 **

Mortgage Delinquencies q/q 1Q 6.7% **

MBA Mortgage Foreclosures q/q 1Q 0.6% **

EST Speaker or event

9:00 John Williams Makes Remarks at Company Culture Event President of the Federal Reserve Bank of New York

10:00 Robert Kaplan Takes Part in Moderated Q&A President of the Federal Reserve Bank of Dallas

13:00 Loretta Mester Speaks at UC Santa Barbara Event President of the Federal Reserve Bank of Cleveland

16:00 Fed to Release May 2021 Financial Stability Report

District or position

Economic Releases

Fed Speakers or Events

Federal Reserve Board  
 

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 
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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 Vehicle Sales y/y Apr 22.4% 2.4% ** Equity bullish, bond bearish

New Zealand Building Permits m/m Mar 17.9% -18.2% ** Equity bullish, bond bearish

ANZ Activity Outlook m/m May 32.3 22.2 ** Equity bullish, bond bearish

ANZ Business Confidence m/m May 7.0% -2.0 ** Equity bullish, bond bearish

EUROPE

Eurozone Retail Sales m/m Mar 2.7% 3.0% 1.6% ** Equity bullish, bond bearish

Germany Factory Orders m/m Mar 3.0% 1.2% 1.5% ** Equity bullish, bond bearish

Markit Germany Construction PMI m/m Apr 46.2 47.5 ** Equity and bond neutral

UK Official Reserves Changes m/m Apr $1634m -$392m * Equity bullish, bond bearish

Markit/CIPS UK Services PMI m/m Apr 61.0 60.1 60.1 ** Equity bullish, bond bearish

Markit/CIPS UK Composite PMI m/m Apr 60.7 60.0 60.0 ** Equity bullish, bond bearish

Russia Markit Russia PMI Services m/m Apr 55.2 55.8 56.0 ** Equity and bond neutral

Markit Russia PMI Composite m/m Apr 54.0 54.6 ** Equity and bond neutral

AMERICAS

Brazil Industrial Production y/y Mar 10.5% 0.4% 8.5% ** Equity bullish, bond bearish

Markit Brazil PMI Composite m/m Apr 44.5 45.1 ** Equity bearish, bond bullish

Markit Brazil PMI Services m/m Apr 42.9 44.1 ** Equity bearish, bond bullish  
 

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) 1 1 0 Neutral

TED spread (bps) 17 17 0 Up

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

10-yr T-note (%) 1.57 1.57 0.00 Neutral

Euribor/OIS spread (bps) -53 -54 1 Neutral

EUR/USD 3-mo swap (bps) 1 2 -1 Down

Currencies

dollar Down Down

euro Up Up

yen Flat Up

pound Up Up

franc Up Up

Central Bank Action Prior Expected

Brazil Selic Rate 3.500% 2.750% 3.500% On forecast

Bank of England Bank Rate 0.100% 0.100% 0.100% On forecast

BOE Asset Purchase Target 20b 20b 20b On forecast

BOE Corporate Bond Target 875b 875b 875b On forecast   
 

 

Commodity Markets 
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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 $68.67 $68.96 -0.42%

WTI $65.29 $65.63 -0.52%

Natural Gas $2.94 $2.94 0.07%

Crack Spread $22.33 $22.45 -0.53%

12-mo strip crack $20.00 $20.14 -0.71%

Ethanol rack $2.70 $2.66 1.59%

Gold $1,793.43 $1,786.87 0.37%

Silver $26.75 $26.49 0.97%

Copper contract $455.45 $452.40 0.67%

Corn contract $712.75 $708.50 0.60%

Wheat contract $742.00 $744.50 -0.34%

Soybeans contract $1,557.75 $1,542.25 1.01%

Baltic Dry Freight 3266 3157 109

Actual Expected Difference

Crude (mb) -8.0 -2.0 -6.0

Gasoline (mb) 0.7 0.7 0.0

Distillates (mb) -2.9 -1.3 -1.6

Refinery run rates (%) 1.10% 0.50% 0.60%

Natural gas (bcf) 66.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

the country, with warmer temperatures throughout the Southwest and Pacific regions.  The 

forecast calls for wetter conditions throughout most of the country, with drier conditions in the 

Pacific and Southwest regions. 
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Data Section 
 

U.S. Equity Markets – (as of 5/5/2021 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 5/5/2021 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)
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Foreign Developed (local currency)

Large Cap

Small Cap

Real Estate

Commodities

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 

 

May 6, 2021 
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P/E as of 5/5/2021 = 25.1x

 
 

Based on our methodology,2 the current P/E is 25.1x, down 0.5x from last week.  Rising earnings 

led to the decline in the multiple. 

 
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. 

 
2 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. 


