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Macroeconomy: Latest Data… “Two Steps Forward One Step Back”
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Source: Markiat, JPM, Various Regional Fed Banks

▪ Vaccinations, Reopening and Latest Economic Data Point to Broadening Recovery

– Factors that initiated recovery: stimulative policies, strong manufacturing, trade and consumer finances remain in place

– While vaccination progress is paving the way for continuing reopening and for the service sector to normalize

▪ But Manufacturers and Their Suppliers Were Not Prepared for Sudden and Strong Bounce Back

– Bottlenecks and reopening of the service sector starting to generate price pressures  

– Still considerable slack in global economy/current inflation pressures should be transitory but bear watching 

Global Delivery Times & IP



Country/Regional Briefs
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1. Core CPI was up 3% oya in April vs. 1.6% in March. The U of M’s consumer survey reported that one-year ahead inflation expectations jumped from 3.4% in March to 4.6% in April 
and median 5-year inflation expectations rose from 2.7% to 1.3% in April. Based the Fed’s latest projections, core PCE is expected at: 2.2% (‘21), 2.0% (‘22) and 2.1% (‘23).  

▪ US: Consumer Spending and Output Still Strong

– Retail sales unchanged over April following outsized 10.7% jump in March / Increase buoyed by stimulus checks

– Industrial production rose 0.7% in April, despite supply-side shortages leading to 4.3% drop in auto sector

– U of M consumer survey depicts rising inflationary concerns1

▪ Euro Area: Positioned for Robust Bounce as Economy Reopens

– Larger EU countries vaccinating ~5% of their populations weekly/new virus cases and hospitalization down markedly

– Considerable pent-up demand  / private consumption  9% below pre-pandemic levels

– Business surveys strong in April, despite some supply-side disruptions in Q1 output 

▪ UK: Economy Building Momentum at End of Q1

– GDP surprised on upside in March +2.1% (m/m) /Supported by reopening of schools, retail output, etc. 

– Household consumption 18% below pre-pandemic level / considerable upside potential as economy reopens

▪ China: Appears to be Settling on Trend-Like Growth Path

– Credit growth slowing : TSF +11.7% in April vs +12.3% in March/ orderly sector rotation seemingly in progress: 

• Authorities supporting favored industries/discouraging investment in real estate and polluting industries

– PBOC projects that inflation will remain contained, despite recent jump in PPI



Latest Inflation Report: April Price Spike Larger Than Expected
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1. Since prices in many reopening remain below pre-crisis levels, some further adjustments in the coming months is possible

▪ Consumer and Producer Prices Recorded Largest Increases in 13 Years in US

– CPI up 4.2% and PPI up 6.2% versus a year ago in April

▪ Base Effects/Reopening Distortions/Supply-side Bottlenecks Underpin Increases

– For more than a year economists have been warning that…

• Comparisons with year ago, pandemic-depressed levels would create a spike

– But few foresaw the accompanying reopening pressures and supply-side shortages 

• Prices rose sharply in April in reopening categories: hotel-lodging (+7.7% m/m)/airline fares (10.2% m/m)1

• Semiconductor shortages curtailed auto production and increased pre-owned car prices…

‐ Record 10% m/m increased in used car prices contributed +0.35pp to increase in core CPI

• Prices of key commodities: iron, copper and lumber at or near record levels

▪ Central Bankers Largely Appear to be Taking Price Spike in Stride

– Fed officials repeated that the latest rise largely reflects transitory factors and…

• They would look through them for now

– ECB officials: price pressures “generally remain subdued… (but)…. risks to this outlook … tilted to upside”



Inflation Also Evident in Latest Global Prices
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Source: JPM

▪ Spike is also evident in global core prices

▪ Core CPI up at 2.5% annual rate over the past three 
months, largely due to rebounding service prices

▪ Reopening price pressures particularly apparent in 
US but evident throughout much of the world

▪ Headline global CPI up at 4.2% annual rate over the 
past three months

Global Core CPI

Global Headline 

CPI



US Labor Market: Latest Report 
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1. Participation rate increased 0.2% to 61.7%, first increase since August. Average workweek increased 0.1 hours to 35

2. Current unemployment benefits greater than prior wage income for roughly half the recipients

Source: VLS, JPM

▪ Disappointing April Employment Report: Largely Due to Forecasting Challenges

– 266K increase in line with pre-pandemic trend but…

• Far below 1 million forecast and 770K increase in March

– Participation rate and average work week edged up1 / most recent weekly jobless claims at pandemic low (5/13 report)

– Stronger than expected 0.7% (m/m) increase in private sector hourly wage rate 

▪ Latest Reports Providing Some Food for Thought Re Topical Employment Issues 

– Job openings in March at record 20+ year history of “Jolts” report 

• Attractive employment benefits could be restraining labor supply2

– Covid-19 male/female job recoveries roughly equal in US, despite only ~1/2 K -8 schools open full-time 

Employment-Population Ratio, Covid-19 RecoveryJob Openings



US Labor Market: Wage Pressures

7

▪ Reservation wage - minimum wage workers require 
to participate in labor force - + 20% since last fall 
for…

▪ Lower income workers and near trend for higher 
income workers

▪ Recent wage growth led by leisure and 
hospitality sector +5.9% since January 

▪ Increases relatively moderate in professional and 
business services

Reservation Wage (Q4 ’19=100)

Recent Wage Growth by 

Sector

Source: BLS, GS, Fed



Batteries Threatening to Displace New and Existing Natural Gas Investments1
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1. “Batteries Challenging Natural Gas as America’s No. 1 Power Source”, WSJ (5/17/21) 

▪ Wind, solar and battery installations growing quickly 
in Texas

▪ Natural gas capacity has remained flat

▪ Natural gas displaced coal a decade ago 

▪ Now batteries charged with wind and solar energy 
threatening to displace natural gas

▪ Combination of renewable energy and batteries 
threatening to upend billions in natural gas 
investments

Texas Power GenerationBatteries Becoming Cost Competitive
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Source: Bloomberg

Market Performance as of 14 May 2021



Sovereign Bond Yields
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Source: Bloomberg



Public Equity Update
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Equity Returns
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Sources: Standard & Poor’s, NASDAQ, MSCI.

▪ Equity markets were rattled by the inflation numbers 
early last week but recovered on Thursday & Friday.

▪ Despite last week’s weakness, recent equity returns in 
developed markets are still strongly positive.

– China has been particularly weak as the government 
attempts to reign in the country’s tech giants.



Equity Returns
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Sources: Ycharts, Standard & Poor’s, NASDAQ.

▪ With the rotation in the market, many of last year’s 
biggest winners are among the biggest losers in the 
current year. 

▪ And the air has begun to come out of the stock 
prices of the most speculative companies.



Q1 Earnings - US
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Sources: Credit Suisse, Standard & Poor’s, Refinitiv, FactSet.

▪ With 91% of the S&P market cap reporting, Q1 EPS has 
grown 48% YoY.

▪ Earnings have surpassed estimates by 22%, the fourth consecutive quarter of extreme positive 
surprises.



Q1 Earnings - EAFE
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Sources: Credit Suisse, Standard & Poor’s, Refinitiv, FactSet.

▪ EAFE EPS growth has surpassed that of the US in Q1, up 
63% YoY.

– Cumulative EPS Growth for 2020-2021 Q1:

• US: -13.7%

• EAFE: -49.9%

▪ EAFE’s superior Q1 EPS growth has been driven by its 
more cyclical-heavy sector mix and its high operating 
leverage.

– EPS Surprise in Europe has been stronger than in Japan 
(16.3% vs 13.8%).



Corporate Taxes
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Sources: OECD, Haver Analytics, Datastream, Worldscope, Goldman Sachs.

▪ President Biden’s proposal to raise the statutory 
corporate income tax rate from 21% to 28% bucks the 
global trend toward lower corporate income tax rates.

– UK to raise statutory corporate rate from today’s 19% to 
25% in 2023.

– German Green Party proposes a 25% corporate tax rate 
without exception and a digital tax on large internet 
companies.

▪ President Biden has also recommended a global 
minimum rate of 21%, which the ROW unsurprisingly 
supports.

– French Finance Minister Bruno Le Maire and German 
Finance Minister Olaf Scholz in joint interviews with Le 
Figaro and Die Zeit: “If the Biden administration proposes 
a 21% rate … it would be acceptable for us.”

Average Global Statutory Corporate Income Tax Rate

(Avg. 94 Jurisdictions)

Avg

Top Tercile

Bottom 

Tercile

Effective Tax Rate by 

Country
Data as of 2019



Corporate Taxes
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Sources: FactSet, Datastream, Worldscope, Goldman Sachs.

▪ The Pharma and IT sectors would be most 
impacted by the global minimum tax.

Effective Tax Rate by 

Industry
Data as of 2019

▪ The higher US tax rate will also impact non-US 
companies with large US exposures.

European Sectors US Sales 

Exposure

European Indices US Sales 

Exposure



Corporate Taxes
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Sources: Standard & Poor’s, Professor Robert Shiller’s website: http://www.econ.yale.edu/~shiller/data.htm, BofA Quant Strategy, FactSet.

▪ Despite experiencing a recession in the immediate 
aftermath of the TMT bubble bursting, the GFC and a 
global pandemic, the US has managed substantially 
higher real earnings growth in the 21st century than 
in the prior century.

▪ Lower taxes (and lower interest expense/rates) have 
provided a multi-decade tailwind to profit margins in 
the US, both of which are showing signs of reversing.



Emerging Market Debt (EMD) Update
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EMD – April Performance Update
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Country April 2021 Return % YTD 2021 Return (%)

Bahrain 1.13 -0.72

Brazil 2.01 -4.36

Chile 0.83 -5.13

China 0.41 -0.80

Colombia 0.18 -7.72

Dom. Republic 3.02 -3.64

Egypt 2.86 -3.81

Indonesia 1.32 -2.89

Kazakhstan 1.07 -4.43

Malaysia 0.83 -4.79

Mexico 1.92 -3.78

Oman 2.35 4.09

Panama 0.78 -8.10

Peru -0.06 -9.49

Philippines 1.61 -3.92

Qatar 0.49 -5.34

Russia 1.94 -3.57

Saudi Arabia 0.95 -3.51

South Africa 2.86 -0.28

Turkey 3.43 -4.58

Ukraine 0.24 -3.00

Uruguay 0.81 -6.67

Total 2.22 -2.42

Source: J.P. Morgan. Excluded countries with <2% allocation from EMBI Global table. GBI-EM returns are unhedged in $

Country April 2021 Return % YTD 2021 Return (%)

Brazil 5.18 -8.38

Chile -0.49 -6.51

China 1.92 2.22

Colombia -0.99 -13.29

Czech Republic 4.47 -2.94

Dom. Republic 1.62 6.89

Hungary 3.90 -2.31

Indonesia 2.26 -3.29

Malaysia 1.94 -3.55

Mexico 1.56 -5.91

Peru -3.38 -14.43

Philippines -1.22 -3.00

Poland 3.87 -2.78

Romania 2.57 -1.55

Russia 1.22 -4.23

South Africa 3.78 1.35

Thailand 1.17 -7.29

Turkey 3.04 -17.57

Uruguay 1.67 -1.31

Total 2.26 -4.57

EMBI Global Diversified GBI-EM Global Diversified



High Yield (HY) Update
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HY – April Performance Update
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Source: NCRAM

Sector April 2021 YTD 2021

Automotive 1.02 1.72

Banking 1.55 1.19

Basic Industry 1.18 1.79

Capital Goods 0.69 1.88

Consumer Goods 1.02 0.97

Energy 2.48 6.46

Financial Services 0.91 1.32

Healthcare 0.50 0.63

Insurance 0.46 1.21

Leisure 1.12 3.56

Media 0.91 0.53

Real Estate 0.97 1.17

Retail 1.08 2.12

Services 0.74 1.80

Technology 0.78 0.81

Telecommunications 0.44 0.04

Transportation 1.13 4.87

Utility 1.24 -0.36

Total 1.09 2.01

Rating April 2021 YTD 2021

BB 1.11 0.88

B 0.98 2.17

CCC 1.27 5.49

CC 2.23 18.64

C 3.84 64.94

D - 35.06
Total 1.09 2.01



Disclaimer
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The information and opinions contained in this presentation are for background purposes only and do not purport to be full or complete. No reliance may be placed for any purpose on the information or opinions contained herein.
SECOR does not give any representation, warranty or undertaking, or accept any liability, as to the accuracy or the completeness of the information or opinions contained herein.

This presentation does not constitute an offer or solicitation to any person in any jurisdiction. Any such offering will only be made in accordance with the terms and conditions set forth in a private placement memorandum or other
offering document.

Recipients should not rely on this material in making any future investment decision. We do not represent that the information contained herein is accurate or complete, and it should not be relied upon as such. Opinions expressed
herein are subject to change without notice. Certain information contained herein (including any forward-looking statements and economic and market information) has been obtained from published sources and/or prepared by
third parties and in certain cases has not been updated through the date hereof. While such sources are believed to be reliable, SECOR and its affiliates do not assume any responsibility for the accuracy or completeness of such
information. SECOR does not undertake any obligation to update the information contained herein as of any future date. Any views or opinions expressed may not reflect those of the firm as a whole.

This document may include projections or other forward-looking statements regarding future events, targets, intentions or expectations. Due to various risks and uncertainties, actual events or results may differ materially from
those reflected or contemplated in such forward-looking statements. Past performance is no guarantee of future results. Investments are subject to risk, including the possible loss of principal. There is no guarantee that projected
returns or risk assumptions will be realized or that an investment strategy will be successful. No representation, warranty or undertaking is made as to the reasonableness of the assumptions made herein or that all assumptions
made herein have been stated. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product made reference
to directly or indirectly in this document, will be profitable, equal any corresponding indicated performance level(s), or be suitable for your portfolio.

Illustrative models or investments presented in this document are based on a number of assumptions and are presented only for the limited purpose of providing a sample illustration. Any sample illustration is inherently subject to
significant business, economic and competitive uncertainties and contingencies, many of which are beyond SECOR’s control. Any sample illustration may not be reflective of any actual investment purchased, sold, or recommended
for investment by SECOR and are not intended to represent the performance of any investment made in the past or to be made in the future by any portfolio managed or advised by SECOR. Actual returns may have no correlation
with the sample illustration presented herein, and the sample illustration is not necessarily indicative of an investment that SECOR will make. It should not be assumed that SECOR’s investment recommendations in the future will
accomplish its goals or will equal the illustration provided herein.

The information contained in this document is based on matters as they exist as of the date of preparation of such material and not as of the date of distribution or any future date and SECOR does not undertake any obligation to
update the information contained herein as of any future date. This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. It is provided for
background purposes only and on the understanding that the recipient has sufficient knowledge and experience to be able to understand and make its own evaluation of the information described herein, any risks associated
therewith and any related legal, tax, accounting or other material considerations. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her/its specific portfolio or
situation, it is encouraged to consult with the professional advisor of his/her/its choosing.

Investment advisory services are provided by SECOR Investment Advisors, LP (“SIA”) and SECOR Investment Advisors (UK), LLP, (“SIA-UK”) , each subsidiaries of SECOR Asset Management, LP. Portfolio solutions are provided by
SECOR Investment Management, LP (“SIM”), a subsidiary of SECOR Asset Management, LP. SIA UK is authorized and regulated by the Financial Conduct Authority. Each of SIA and SIM are registered as an investment adviser with the
Securities and Exchange Commission. Registration as an investment adviser with the Securities and Exchange Commission does not imply any level of skill or training.

Indexes are unmanaged, do not reflect deduction of fees and expenses, and are not available for direct investment.


