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Corporate Finance I: Resilient Profit Margins. The underlying fundamentals of the S&P 500 
companies are in great shape. Their collective forward revenues, forward earnings, and forward 
profit margin all rose to record highs during the April 15 week (Fig. 1). All three weekly series are 
great coincident indicators of actual quarterly revenues, earnings, and the profit margin. Joe and I 
were expecting a V-shaped economic recovery. So we are not surprised by the V-shaped recovery 
in these fundamentals. 
  
We can certainly understand why actual and forward revenues have recovered much faster during 
the Great Virus Crisis than during the Great Financial Crisis. Fiscal and monetary stimulus 
programs have been much more stimulative this time both in scope and scale. Furthermore, the 
pandemic turned out to be good for lots of businesses. The 52% jump in S&P 500 operating 
earnings per share from Q2-2020 through Q4-2020 can be attributed to the 16% increase in 
revenues and the 30% rebound in the profit margin from 8.9% to 11.6% over this period. 
  
The quick recovery in the profit margin has been especially impressive. After all, lots of 
pandemically challenged services industries had to limit their operating capacity to 25%-50% after 
the initial lockdown restrictions were eased. Demand for goods traced a V-shaped recovery, while 
demand for services was restrained by social-distancing regulations. Nevertheless, input costs 
soared widely as the economy recovered, including not only commodity prices and critical 
manufactured components but also shipping services. Shortages of skilled workers have been 
costly as well, especially for companies with booming demand that have been forced to extend 
delivery times. 
  

 
Check out the accompanying chart collection. 
  
(1) Great fundamentals for S&P 500. (2) Earnings jumped about 50% during H2-2020, with revenues up 
about 15% and margin up 30%. (3) Impressive and surprisingly widespread rebound in profit margin. (4) 
Rising costs weigh on profit margins of users but boost margins of suppliers. (5) Analysts continue to raise 
their earnings estimates for this year. (6) Biden corporate tax hike likely to take a bite next year. (7) Floating 
on a sea of liquidity. (8) Capital markets wide open. (9) Government’s visible lending hand averted 
widespread bankruptcies. (10) SPACs’ shell game may be over now that there is a new sheriff at the SEC. 

https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgDbNW6r581K5RyzmGW7-D5hK4V1JQ5W583q7H5_Z7jHW32ldt72JTLXSN3j8xN2wSX-NN34H9LbpZcLHW1BdKHL5lTbwKW4mTNhx84kfGnW3QZnsf1jwDFpW7xKQ7X84HLHRW4YNBF-2-pMS2W7QClJ98YcCw5N68sQjzXRbnbW1NTJHD4rvz4mW7s46F31SP5c-W6GVfNy2tz8k3W4ZK9Dx6QsDkCW3YYJ3z4NKHC6W4WYm6k4ty4HTW54Kb4q1WswZBW329Mk22BpzqBW1lqwYc6kfTcz39h41
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgTW6W2fdjHV6gQckXW8q_B5v4HPj-SW3xv5F72QyCzQW8DBgqM5-SqRmW4y_f7B6HD7phW4wKf-K8l6TR8W5HbSqN5_zJ2GW7hLYRz6T4vgxW18zQqv3cJL_QW9j7z7L8qV-L0W6PZ8dW1qnCKmW8kwc6Z8kzT0sW6Lxkkp8GwMGsW2j3KV-7xr7LKVjB9vm1p548yVcWdmN58j50SVSF2b94WGxp7W2lB5fq3RXsRjW5gtTng8qK9QwW95hFC51TbZFlW4bgPg51x-Yy4W8Bc8cb6Z6PBc32WT1
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Yet the profit margin data suggest that companies may have adapted rapidly to these challenges. 
They must have done so mostly by boosting the productivity of their available workforce. Of 
course, the S&P 500 includes plenty of companies that saw their margins soar along with costs, 
particularly commodity producers in the S&P 500 Energy and Materials sectors. Now consider the 
following: 
  
(1) Slicing and dicing by S&P 500 sectors. On closer inspection, Joe and I found that the rebounds 
in the profit margins of the 11 S&P 500 sectors have been surprisingly widespread and mostly V-
shaped. Here are the forward profit margins of the S&P 500 and its sectors during the April 15 
week along with last year’s troughs: S&P 500 (12.3%, 10.3%), Communication Services (14.8, 
13.2), Consumer Discretionary (7.0, 4.7), Consumer Staples (7.6, 7.2), Energy (5.8, 0.2), 
Financials (18.4, 13.0), Health Care (10.9, 10.0), Industrials (9.0, 7.3), Information Technology 
(23.6, 21.6), Materials (11.8, 8.8), Real Estate (13.9, 12.4), and Utilities (14.8, 13.2) (Fig. 2). 
  
(2) Happy quarterly returns. The Q1-2021 earnings reported so far by S&P 500 companies have 
boosted the anticipated final number for the quarter from $37.59 per share at the start of this year 
to $42.69 during the April 22 week, a 28.9% y/y increase (Fig. 3 and Fig. 4). Also rising are the 
estimated levels and growth rates of earnings for Q2 (52.9% y/y), Q3 (19.6), and Q4 (14.5). So the 
consensus estimates for 2021 and 2022 continue to rise too (Fig. 5). During the week of April 15, 
they were $177.77 and $203.75, respectively. The growth rate for this year is currently expected to 
be 28.8% followed by 14.3% next year. 
  
(3) Spoiler alert. While the 2021 estimates may turn out to be too low if companies continue to 
expand their profit margins, the 2022 estimates will take a hit if the Biden administration succeeds 
in raising the corporate tax rate by 33% from 21% to 28% next year. In the March 31 Morning 
Briefing, we estimated that Trump’s 40% cut in the corporate tax rate—from 35% to 21% at the 
start of 2018—boosted the profit margin by around 13% from 10.8% in 2017 to 12.1% in 2018, or 
$22.18 per share (Fig. 6). 
  
We estimate that without a tax increase in 2022, S&P 500 earnings per share would increase from 
$180 this year (up 28.8% from the 2020 level) to $215 next year (up 19.4% from our 2021 
estimate). We estimate that Biden’s tax hike would reduce S&P 500 earnings per share by $15 to 
$200. 
  
Corporate Finance II: Easy Credit. The flood of liquidity provided by the Fed at the start of the 
pandemic last year averted what could easily have been a credit crunch as terrible as the one that 
occurred during the Great Financial Crisis. As a result, delinquencies and defaults have been 
remarkably low during the Great Virus Crisis. Instead, corporations have been able to issue lots of 
bonds and stocks. They’ve refinanced their debts at record-low interest rates and had plenty of 

https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgPw6W6-VJ66732ndVW4V3g9396bL_TW21llRx8jxbTcW4RCRWH70_XqrW1f6cc430lRXSW5GtJX_1DB93zW90M-SV4ZbF5TW1kRRcz2zWrFgN30Ty-lXxtVsW5Y04hK12t6w8W3Nlgpv38wqqqW2b9_qt8LXcbcW1LtrxW8sh41jW13Cl_D2lm9bZW4CrSRw2BXrfNW85FDKq2Y195GW6bJ24M395cHCW6xnc2S8cnK-mW8t0sL94sqgkHW8SLDXQ3WhmlsW1K9VdF7Jq5MYW8K9v4-45_cyv3kBN1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgVK8W2cJq6M5c8R99W84-frm2VhRY8N8s8WWZhvsLWN7gtpxnm-2h4W8cy8RK33DnbxW4G6T8f7J-VQ9VjSLm27Hc26fW21Bxhx187FcGW4bzblL9lvcM2W8RNhzr48PkxjVkwl7062Xsy-W3Y_FFz1Mm5BgW8nGqJ32BcCHRW5WNbyM8bfFKPVMCy387nLJYrW7JslnD8TXjtwVrMWSt3wRcq0VzkP8b3l1NZpW1DDmbP5DnG_-W1TzcLd6zxxQ1W2r4Xnx24zNVwW1_cgRm6B8MQq373X1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgJQlW8MxS6W8Ry9tgW57YZwS1syWc-W8sQzXl5H4n7lW511KTz5cLfmZW65cgtx1_XS63W8BxQtf4FF3dhW52tMGZ4kF3l-W3gF-m42vhwbTW22bQvd1L8-_DW7YV3BX15F99LN3CHWlSzQKPhW6y03jT6kNF7BW4p16mn2DcjmdVzlfdk3StyMgW6pchjd7wJvfsW6knp961Hn1pwV3HHf87_QPsvW868w5G7r9Dg8W1rhm1N1TjSMJW5HSG3t2Q1JY8W5F_Ghf6zfG8dVptjBt94QKws36b01
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgSsZW8fPxSp8v13-4W6WJGHy6GdZjpW1tvgd_7Kl9S1N78hvt7cm5z9Vkfhxx2Qmjp4VL6blm1NcYzZN3NMG22S1K9NW5Kcjsc5Nnpp8W3JPfLn72L-DPW1tMYrl860J8QN5Mf6SSwQ9wBW2NnPJ940JPp1W1GzP8z1Gn1Y9W8sDxJm7ks3JrW2v3vsm118h7mW6dYNP15Ntt9YW3rpKSs3XdHlNW3QpHwM9dT7KSVVhY3N1jtBT4W3nGw0z4vdyFBW5Dwgbw9lDNJvW4VDm-J7CNl_33bm01
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86yr3p_97V1-WJV7CgBKhW3ND-ml80xX-0W2V5-2x6vBS2MW8Mm1SN2HXCxpW2Z0-xl7Vptf3W7vgvW63ZVXcKVQXHBz1MtSLyW2wLnwZ2K_W__W2hfM4046Bg59W66Czr41HcF9pVMl44_3JGGxFW6nmdnh33rNPhW72KwjL6SJxg_W1GrRds3bpg8BW4kh3Gx5w1hQvVtB8Sb7ylxr0W6GYfm43ZWC7HW47wKR57hZC1pW9bt1NM39XD7pW7PWSYS6M8yghW4T1Rkh5xzxM8W96mfdd8C_zS9N2cD_fKBXPp_W5ThzwY5sQ8D6W8X_-QB3S0g_Z32L_1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86yr3p_97V1-WJV7CgBKhW3ND-ml80xX-0W2V5-2x6vBS2MW8Mm1SN2HXCxpW2Z0-xl7Vptf3W7vgvW63ZVXcKVQXHBz1MtSLyW2wLnwZ2K_W__W2hfM4046Bg59W66Czr41HcF9pVMl44_3JGGxFW6nmdnh33rNPhW72KwjL6SJxg_W1GrRds3bpg8BW4kh3Gx5w1hQvVtB8Sb7ylxr0W6GYfm43ZWC7HW47wKR57hZC1pW9bt1NM39XD7pW7PWSYS6M8yghW4T1Rkh5xzxM8W96mfdd8C_zS9N2cD_fKBXPp_W5ThzwY5sQ8D6W8X_-QB3S0g_Z32L_1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgY7NW3nfNHs6B1LdQW358R3C3zTZzXW3w4Ch13qVJ8YW65rsr08GrtYtW5JKwDk5m2fjbW2FSWyX3VfV3wW4NzKdG5Lh4qMW8x0MSy1CGmp_W47DwPn64D5-yW4qcM3f88q1RFVMk4Mc95qJQRW46NTb-6SK5NlW7bCb9S5NxSrVW3fKQBH4wRX9_W2VyYZ04HwvGmW20gbRr2kzwtMVNy9Q_5ZrtcmW44RSRs1lyl2fW1FkxY_14SQTmW8cl_9V6rSlQVVNdGFc5mzp5WW3ZJpmw2T1k2n3c9l1
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money to finance capital spending. Consider the following: 
  
(1) Bank credit. Last year, provisions for loan losses at all FDIC-insured financial institutions well 
exceeded actual net charge-offs, which remained remarkably low (Fig. 7). As a result, bank 
earnings will get a big boost this year from lowering their allowances for losses (Fig. 8). 
  
The big problem for banks in recent months has been a huge inflow of deposits and not enough 
loan demand to deploy these funds. Deposits at all commercial banks are up $2,240 billion y/y 
through the April 14 week (Fig. 9). Over this same period, loans and leases at all commercial 
banks are down $408 billion, with commercial and industrial loans down $311 billion (Fig. 10). 
That’s because nonfinancial corporations (NFCs) have been able to raise lots of money directly in 
the capital markets. 
  
(2) Nonfinancial corporate bonds & equities. NFCs’ equity issuance—including IPOs and SEOs 
(seasoned equity offerings)—surged by a record $187.1 billion last year, according to Fed data 
(Fig. 11). A significant portion of that may have been driven by SPAC activity, as discussed below. 
  
Furthermore, NFCs issued a record $1.47 trillion in bonds over the 12-months through February 
(Fig. 12). Record-low corporate bond yields and credit-quality yield spreads certainly contributed to 
this development (Fig. 13). 
  
The Fed’s recently released Financial Accounts of the United States shows that during Q4-2020, 
NFC bonds outstanding totaled a record $6.5 trillion (Fig. 14). NFC loans totaled $3.9 trillion, with 
$1.1 trillion financed by depository institutions, while “other loans” (including leveraged loans) 
totaled $2.0 trillion and mortgages totaled $0.7 trillion (Fig. 15). 
  
(3) Bankruptcies. Some big-name companies were forced into their final chapters in 2020 because 
of Covid-19’s economic toll. As we discussed in our August 12, 2020 Morning Briefing, many of the 
companies that went bankrupt in 2020 were in distress leading up to the Covid-19, particularly in 
the retail and energy sectors. 
  
Some companies (especially in the airlines industry), however, received direct fiscal support and 
indirect monetary support that served as a bridge through the pandemic. The Paychecks 
Protection Program undoubtedly also provided lots of relief to lots of companies. Now that the 
domestic economy is improving along with the rollout of vaccines, it is likely that US corporate 
defaults and bankruptcies may be peaking. Nevertheless, they may remain elevated for some time 
due to the lingering effects of the pandemic. 
  

https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgJ2dW51VB_M6bWks_W8kp7nK4bc-hgW8F35RD7gvt6yN64HTdy5-VFGN3WTMrc3495jW4RDZFh3hp6bzW4fBHXK7Y5gyBW1QJmtY6m1tCtW4Pqmph4TXHTzW62jT2649hB73W6Crxsz7dh5sYW4LYS6P8HxmktW9j6Cyb1-yrVxW653-Cw5SJdtQW37sXMr22MtWfW1tcXPW12VmN0W4xg6fc8RQNrlW2s8wB37qqH_cW65QDT44drbtnW7VnSlJ8ZvCncW1BDy5J1vrqK0W45rMmk70wnCx3n_k1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgFgXW6VBVhc6PnThXVbT4738rl951W2mpN014mkjlFW4Hc-J939mYy-W3qwBBN3KbsnqW1wVRNG9bPCFNW8DC6DL7GFT5rW8xxdsH5gt7FcW4YfCyT9hcNC_W7VH2zJ5Nbhl1W4Vfj4t4BdpdnW6gHcYn42f891VkL0Bv1bqLBFVp2YXr5fWHdVW5kQqn25VvMkWW3NjD9N5zpG1vW2CxL0G2FJn5zW4FgCgp6PbVKDW2lx7sK3ZgbDkW168J8k2KzhgzV7L2CW6fSMS0N8ym4WfgJvG2353X1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgXvrW40d3sB7-hTV2N8h8NFmKh-nCW3h0N6R3Yl3RFW7hxHR94x-VP-W1x-dJl52gVG2W6jcR2X5kBxfYW63MY5c5V9npmVY0TWr802h1xW4TfV2s10hbBjW3PCbdk76NvVnW6GCdlS9cCRQ4W8PYqlc44HmkFN5y8x4cLT7jPW3DWsJr8bnqphW6SMDQs4znPzGW8sDWBV8hbS7gW2LKpqs62XnCtW5hVVVy3r7NhtW1BZqRY4vgdfmW8Xv4Qh8CnHH-MdvTsFWk3SGW28QXbM88RwJf3m9F1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgGhBN1zZcpqlY802W8jLgDk7PswQHW1ScVkf3_bFxYW9lqBwQ5XCDHBV1NZj77qFXYzW23S_t097K9QnW2M9xZC6RcxtTVcb6lf10mFFrW6bbdrJ6zVTdzW8QD7_g2H69w7N21TrGtYs1vVW21g2KG6QcLQfW7RYCjy6nhjqcW72prd247XsH0VnGmkn4PWyQbW3flP7M7ygqSnW1RVV5_90x43bW5X1WCc67vJHMW23mPSB2LVrV2W8z9L3R6gkmKzW4BGtWT4RBY-gW2w8_gt6RkG5h385F1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgKk8W2cxpGm7TWbMbW6pGvGl59vG__W63D1Qt6NvwzXW5xHBdx7pz0hsW6MvcRt89dzYLW8cTtdN3H5B8bW3xwLsc3zGBMtVKCCj54KYYbrW7cd6cs5hkx7GW8Lj-FN4JXrKGW6Wg5tg3mMqFtW8_KdQw5gCplYW4Krg1G3dryWWW6bR7yk29mtXRW4fvxCl21k9hgW3wXlPl3dBWgbV26Xqq4Xl5KmW37GBRJ6VBgdDW74Z3N33r8NvjN8pCfb--1l8JW18B7gV8kYD5xW8pBVMY2mxy3C32YS1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgVYpW7lct8D9jN05mW1vjp3F5_tKsVVvclt28NCrg8W96w6LF17p2fYVQvRBL7_pYFgW4j7sSF2BDwLvW5NYHRb8c_fHYMrrTqcWTGG_W1T_T0G4VdJQxW4Pvx4q8QTr2NW2cT6dV3z8ntMW8zP-JW821wZRW6FHqNF2Tyy_dW2MxCSG3cgWR6W7ZTkf-5_VcK2W9dMMgS61thP2W8Z-zGH5RSqn8W40BHwl5gdQzjW8JvF8D4hbm3YW7kKncw2SBy3NW2WGsmm9bSmr9W5BTxfd6jwXj836vB1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgBbQW2yBslC3yqN-KW1Sk6Qf3fRJJHW33p8WV1BbhfNW2GW1RZ3xk-BFW1X54zK4mJ3zfW2hPrv15Tr7DGW2hcKhd57152MW4f3Vls6H4dLvVD_5cx1BsXhJW7NwZp877VydRW6cnTz77GHrNfW8qzMYF6cCnZnW5j2f5_4d4s89W6sCFz63fp6YHW3ZR3S95PZCXkW6_C1Wl4K-WVPVSt5LS5P83MxW83SKdS619xbGN7_vjz0Jm7rzW5vYHLq12JzMYW9hZNDZ1NwTzZW5Hj4Yb8sKY3H33_F1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86yr3p_97V1-WJV7CgNF-W40NH9r59R5pdW3C09Y688NW8WW69G7Mx5vrqHrW1-0vtT6JN6pJW1W53rG39VvtMW6lcw321sbxlvV27Q4Q14MVMzW3Qbvrg80RNd9VSFpvj5QmlJBW773hPL1ttGnqW8rxsns6l-sJCMNyq-mXWgvWW7B6fHT3N9pGBW2Z5dVX6LYs6vW6XY-Tw6QGv30N7XR0rP55k9HW8xKl8m2cRHcSW8x6TXS2Y_pw4W7-3jKR3Lk1THW4YFJDD6fsqd7W3yS-NY1B53ZQW2ZLDv9135VcSVgG-6H7BP7zMW6cBKF91ScSZY3mp71
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgYv5N6wcTf87drQNW5LPkCQ17nwfHV_5YK_4bR1c-W2bRDVq6nRWfCW1rlXVc9hRMQ8W6kkLTm7Nmy3MW1128Qy1MFQFZW55j8h06vFVPYW4zdFyM8lpQpBW7WclHS8Qv-scW7jSlbK46gcwhW2YMkt45Sm_4mW7XDXpf2vtq2yW10NLnh5HKJ4jW3_MYdF5TVkj_W27pvBx6HV9ctW8BVkLV1yVx5rW1K2PCq2gdwqXW8HHQh_5mwDWHW6WWDLc7R1pXMW3-4NTT2zVt1YN5jsJJ2LJSp636Sf1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgXr6N82z8vdLfd3jW1hbwy85R5m6_W2YJbTx6wzrKNW5rmNX_63lbrYW2dcqjT2_bJc3W1Mwwlr4Qfx8DW3S9pHf83-21yW3NHP7J2R4p-cW1WcV9P3BmPH2W5x-FY04HMj3bW2v8ygK1F_JN_N3lPp6TW13YwW8MfwSv6CsvQGW428Mpq3CCWT-W8dCGJQ8t0LZfW4cLDds5Mnk0-W323QBz6KF9tgW4XXSmP57L4SsW33t5hJ3cWRQNN3YdmrmZ6bQQVsVlMS85cdfyW7LTb6b2YBfc_3qgq1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86yr3p_97V1-WJV7CgC46W1XLh9x6Zdn5lN2Vpdrv_m6SBVFFG0r69ZqBNW1wSPvG7sjxGfVt5YYz84y-f1N1ylV475ZkPMW817THf6K8FThW6Xr8HF6StvTHVXKpMR33hrtjW6C9Vbq7fbgshW11QHmz3Pd4xNW1KKtRK5VTYfcW1xSF2y3vRdy7VhSPz65Rc8ydW21TqXT28h6mHW284x08417zDZM8NkVlBWR0SVNxLrs332bFjW97f1754G2bfkW462h7x8J3YjQW68CnZk7S9RxCW3rvt5Q4VxmJ3W1rbcTn58P_LWW195w9S94GZ5C33Nb1
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In the first six months of 2020, data from Epiq revealed that 3,604 companies filed for Chapter 11 
bankruptcy, an annual increase of 26%. But the latest data show that commercial Chapter 11 
filings were down 9% over February 2021, with 384 new filings in March. 
  
“The decline in commercial chapter 11 filings is a direct reflection of both lenders and owners 
working with companies,” said a representative of Epiq. The firm added that the “economic 
recovery is gaining momentum that will accelerate the return to pre-pandemic new bankruptcy 
filings levels. We approach the second quarter of 2021 cautiously anticipating the bankruptcy 
backlog that emerged during the pandemic may be peaking.” 
  
(4) Global defaults. However, S&P Global Ratings expects global corporate defaults to remain 
elevated in 2021. They surged by 91% in 2020, an 11-year high, driven mostly by US and 
European companies that were heavily affected by the coronavirus pandemic, according to an S&P 
Global Ratings January 8 report. 
  
Leading the default tally was the US, with 146 versus 78 in 2019. Oil and gas led global defaults 
among sectors in 2020, with consumer products and media and entertainment not far behind. 
  
But Moody’s suspects that global corporate speculative-grade defaults peaked in December 2020. 
“First-quarter 2021 corporate defaults totaled 13 globally, compared with 30 in last year’s first 
quarter, as government and central bank actions have played a critical role in averting an 
otherwise more dire default cycle,” Moody’s stated in an April 2021 report. 
  
(5) Delinquencies. Interestingly, so far over the course of the pandemic, the delinquency rate on 
commercial and industrial loans has never even approached the 2009 peak of 4.39%; it ended Q4-
2020 at just 1.30% (Fig. 16). That may be because lenders have been more lenient on their terms 
given the unique circumstances of the pandemic, as Epiq suggested. Another likely reason, in our 
opinion, is that many companies are flush with enough liquidity to cover short-term obligations, 
thanks to the massive government and central bank stimulus. 
  
Corporate Finance III: Lost in SPACs. Investors still wondering what a special purpose 
acquisition company (SPAC) is for may be too late to the party. But missing out on the fun might 
not be such a bad thing for many. Insiders who get into a SPAC investment early usually profit big 
while individual investors coming in later risk getting burned. 
  
Celebrity SPAC sponsors—from basketball star Shaquille O’Neal to former House Speaker Paul 
Ryan (R-WI)—may attract investors and are rewarded for doing so. Early investors get a good 
deal, as their downside is usually limited upfront and they’re typically allowed to buy a percentage 

https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86z13p_9LV1-WJV7CgYGmW3Mhk0Z8txhv7W2TqGXq3hrc2nW3Npw4Z1CW7H5N93TTCB-z1GzW37S4jS5fWrK-W8FbTmw6S-TMBW84wvSJ2XxDb-W6t4m5z7v_bjbVdwcWp4drYYkW7n_rv7720pbhW88LdqZ45gMLkW2vhNRg899zy1N9bBsgxwGXQgW3r2bWC7czcjdW5_XrsT6JPgGWW5SzdhF5C8gHQW18d8jH5bxgT1W8ZRdRv4vSJ-dW5Qs_fQ6mkfJ2W4qdHnv7d2XhFN4b2DKgxK766W21kh6s5TsXHFVNHtvT5hKCjHW8TXJQc1NmYWCN5ynP0gM86_4W1_-Kvx2P9Gk8W83f4zD7qyjBMW8gV7Sw1p1Fmp3m4s1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y75nxH1V3Zsc37CgBR9W90zdbq5xddgHW1_ng5D232CHNW5D_dRg7JQr3dW22z68S7HPGZgVrNvvt93RSJqW7_bsQ98H310pW5C6xM94nhMMqVfZ56Z4rCpx8W4YP7gc55cDV2W4ts6S48GqqzNN9b0F2jl1FWyW5KwDZ34-GQ3mW6wX-m_7mh70_N6fM-qBPzgzYW5nzV1Y1v3k9vW4hQfq78bhqT7W2DKC7h2lhn1PW250BMX2hQ-lcW5wWJHq8qTb5kVpqFj03xpw_nN2B-l_3GZN87W3ySppw7826J9N7wc-HhKPN4_W8Pf1Df3Y9l6pW8k3qzz2w7jTLW2rX7YD6b1LGSW2Lpsn-5-N6mRW6RDWpJ8CymyQW36K6Cv6P69rYW3Pg5Zy1hzTYkW41b4H557ZZt0W3JsbgG8VgjnrW415blj5MC_snW95_vzw1bcv3lW7lXR3S1vg12CVXz_pW8LcmxrW7YkNTg53HfMnW96nT-j6h_8LX3cbg1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86z13p_9LV1-WJV7CgST-V-Vs3j1qjmrXW5qxv8r5_XcmNW2j0Rcr3x1yGXVW5h8v9kF6vLW76jLD-1qml8PW2t3XZw5YD4J6W7tbKlD2psypRW7XRgGR468hBqW90qlTl7mfH4cW55XlJ26YNVChW8BGXFZ3MxS8wW2v2GsW2KZwmDN1vlVWXWfjl7N3d2qkFqZKFmW2wPHj85gcWBZW6d_nyb31tGtjW6955qg6KM2HKW5DvYM27Xm29VW3HH1lP1XYsrwW1dHKyr74PyRcW12wZLN6LMZ_dW5nH8mL5YYnP1W6mSs2P4bgQDJVD0hnm1cZm3BW52tfBX77kD9wW4GDQm23JsCNnW2bVvNm72wmn9W1K21Kd3X7VHv2XG1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgXNrW5BTNK59hx4prW3sDldq2Cm6bnW1Pf6Vm3HlzTRW4LMmgz7Lrf9ZW5Zc3zc32nD2QN6b2SVKbS05BW60QRWh3vWmsHW4VczGd3TJ2RgVszydl8h33BmW2Z9JGx7y-h42V_s2mN1MVmK0W62sxZr781xvSW6flJmN4xxzqlW1RH_888WNKvDW1J1-7q2lLh5RVK6sRb3v_RCvVbYmLc8Nr4mGW41Jym_6JQ5P3VGqr781PngjvW7Hhkww2QBj_BW8r7KkN6696d9Mgy56j83XXT3h451
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86yL3p_9rV1-WJV7CgD_9VNNB876djZDPW4zcRlY1Lj2_dW3G6PY64D-6-GVl8zkp1Yn-h_W8B8bfh976gKHW8mcbXj6gTTsZW38pWqQ85R42DW7fKFJj43styfW4dyqGc3Dwg1KW5Km7BJ6SgxHsVWb_qp3Wb7TxW888wKt8nYgXHVm0kH02H-hWJW1W3mf319hRQnW37mxZG5TVGZTW85_K6L3f4fg1N4YHlBdyhnvhV6C3Wx7N38WYN33lmg4FMf6DW8mm3735kYlLgW8dlb911jfY0TN81X2ncSgk0sN3rMY1VytWK8W2dxL1P4jw9mbW5ZKxhc4ZJ7_PW702Yc32V_-Mv3nSN1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86xy5nxGrV3Zsc37CgJrmW841nT24gVQ8tVBdSGq5jTyY_W48r3Bh2HK7rGW7XNwGc2mLM2fVhq_2h1qWG84W6YNlJy2lcjwlW8bcvFb7pt1pMW6jqh4p1nFb2nN5bx-zg45SSbVPnSjb4pv8L5W4D9jhq1hBphdW1SHWNY18Wr-yMG1FyzMcDdsW2bQZpd6RV3yNW78_-Sw4gPv_zW5bN7jZ6cL6N-Vl8rHj38w6L7W3q_MMM4Ppv1NW6XWLHl4mThzJW4lZGyN1P291vW4FhL638bpPnlW7qjh2q2VhC_RN3dCjJJ7yjV0W3lTBNG3SX-pDW7J-6WB7_YNYDW4PY7M-2mW4RNW8kCTT33V_TL-W4LsjS42JPCzqW7rpgYR7bXF5cW675C_p8Y4gXkW1v0WBW80NFkbW68PfGY6k_Zq4W1k99yD6dtWTxW7zh0JQ4v3qXj3mtg1
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of the acquired company at a deep discount, with bankers’ fees usually deferred until after a deal is 
done. 
  
As we covered in our March 16 Morning Briefing, the Securities and Exchange Commission (SEC) 
issued a March 10 alert titled “Celebrity Involvement with SPACs–Investor Alert” and a December 
10, 2020 SEC bulletin titled “SPACS—What You Need to Know.” The bottom line, we concluded, is 
that a few of the speculative excesses in the market are under scrutiny by the regulators. Indeed, 
the new leadership at the SEC is already taking a tougher stance on SPACs. Consider the 
following: 
  
(1) What the SPAC? SPACs are a vehicle for young private companies to go public without the 
regulatory scrutiny that normally takes place with an initial public offering (IPO). SPACs raise 
money for the sole purpose of acquiring a business to take it public in a so-called reverse merger. 
They are publicly traded shell companies that hold nothing but cash. 
  
SPAC offerings are usually priced at about $10 per share because there is no basis for valuation. 
SPAC units typically consist of warrants (i.e., contracts that permit holders to buy shares in the 
future at a given price) and shares. IPO proceeds are typically placed into a trust. If a merger is 
approved, sponsors can either retain their shares of the combined company or redeem them for a 
share of the trust account. (For more, see the helpful infographic at the bottom of this March 29 
WSJ article.) 
  
SPACs typically have about two years to find an acquisition target, or they are required to return 
the funds to investors. Once a deal is complete, the acquisition target takes the SPAC’s place on a 
stock exchange. SPACs typically fund immature companies in growth industries like green energy. 
SPACs are a mature structure, but they have proliferated only recently, fueled by social media and 
celebrity campaigns. 
  
(2) SPACs on fire. In 2020, proceeds raised by SPACs outperformed those raised by traditional 
IPOs, observed Nasdaq. That’s saying something, because nonfinancial corporate equity 
issuance—including IPOs and SEOs (seasoned equity offerings)—surged at the end of last year, 
according to the Federal Reserve’s US Financial Accounts. 
  
Cash raised from IPOs and SPACs also are fueling the junk-bond market, explained an April 23 
WSJ article. For the first time since 2000, new stock sales exceeded junk-bond issuance. This year 
to date, $180 billion of high-yield bonds has been raised. 
  
“SPACs have raised about $100 billion so far this year, more than last year’s record of $83.4 

https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86yr3p_97V1-WJV7CgVhGW8hfs4S79sc3rW5hp94f5VSHtGW5ZqmBc5rmYJcW3jtGCZ7c_5b1VgHVxt3nP9kwW8TtQvh4Sw-h4W3-m_GB6WTq_pW2fg0zz6YwRzyW91qJ2l8c4ZpYW8m6tCV31JkBFW9ffqn12L2tDnW163-KH3dt-W3V5Xw2Q2dwvC1W8TtcRN9bBlQfVCy65N5D6Xs4W5SYWmG8yt5sCW60nnvw94xrLgW5jCvZ01pRtVHW92dkwL7vFvRGW56qLhj37FTJcW8xnDr16w9Z1JW1hdms_3G1-VWW5z06Jf8SCCH1W6_vsvf8njjNQ37Gx1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86xf5nxG7V3Zsc37CgPk9W4tC03t14jxT4W5yv080752tRzVCkcDT32J7MbW6mymyV3wQ1fqM18L9d-NT9gN4R3GPDPzDfxV4fHNd3Tl1TCW5-ZJd97Xcy_FW36_G3Y6fdzsyW289nZp218qPpW68bm4k5l_jjTW2vhnGK2kbkcMW4L1Mkn169JDSW6VPBYl8j567sW28PvZh479ytKTl0xM8Vv39pW5w17P-37NvspN86gv6r13kR2MVn1qT9TzZNW3BZszx8H2lKcMksK2M6042qW3KBpV29fM1K3W6pT7gY3YFJdVVnKWgq3z7RbmW2ZRFjk4L0mbhW8tc0076XK7t3W4M4Jt762cNbVW8PZ4mX3kRzgjW1ZcNnr19L5MmVnNxdv7-CkG9W1bcG9c5r-HJFW2q2whv4rKn8W35cf1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86xf5nxG7V3Zsc37CgKY5W6FTX-r3YpgC7W2SlbG-27xdpmN7x831dH4DKNW74V33l2yVmnYN9jJS3xFLw5GW8vFvnQ5HzdW1W1w3Hqb5zwWNRN2T3zzJ_kCwNW2QjWRj88vb_hW6cBTVQ87yLFCW7bQg1T3-r40ZW3pvWpW3mzpxfW5q40P91Mhx2GW4BsNPg4-8GH-N57ZVgmLfdCtW1nDVVp8Hz5pXV8lpZG88KCq_W862Lf72lFZXqW7pCDBM5L8k1zW3-PfbH8X5HKzVqCY4Y5k8s2SN7HxvN6XnlLKW4Wp7fT61rXHmN4bLqC6gVBPHW8-_jqG7N8fzmW48md-G8_Bf6yW95CNNS4gb9twW5s8rNZ1YkHkgW2sK4cg5VcntwW2gXclP4p2wshN7J0nbQFW8W4W8YN-wr2bryD3311H1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86xf5nxG7V3Zsc37CgXCZW4m5znB1fRvtJW5w6LKK2qjY12W4PzwLB6mDz_MW8ddYFY3tdZRbW7p0rsW1fFK6LW8hF7wx3z8nb2W33MFN033slXcN4GTzT7xs1T9W3zJyYH75Z3fQW6MqJ-Z7yn-hNW1-105b7lszfqW3sMCRG72R84KW4ZYd1z2MCKyBW5VwbT89fHx8BW4wWPWy2bq9-GW8p0K0R8TCr03W5Q5F2y1DmpYzW60RxsW5Y_Y-lW36Ff1l90XmRkW6Pk-b07pgLzPW1Bs1zR8yVdZwVzXY0f5xSYXXW9dZ7755pN2txW6FhbBd5jtSTZW2nfPBg3NszScW4xTM7d99424gW66zLNF81BLVLW6LphzQ3KFHSZW2XzJHw4GhTfNVW5nGy3dmLXDW8nSQMd5435rdVK_th-8Z_bB232bn1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86xy5nxGrV3Zsc37CgT-ZW2B-Q5Z1gL6zyW2VL3hG2xsgW0N1WMQ_nV89Y0W2VHCSk5BSFY4W3HRhLT44zVvvW5lZd292TyjQYW6wwCwb8JT6-gW2s8g3Z4ZR7PwW6d3-d91rDZSYW5tJ31135670dW2h-8Jt7SQM88W5vwkDx1S5TQFW8xKmJh5lYcWsN5vf4sXwn41vW6YBgn069yLS8VbzhVx8q5qygW9jj9Tb8jpyYVMsC2w78Xw5wW79JNVl5rdChWW3Zxg6f82B1f2W6-9ZyT558wYvW4tGC6F6gQRVkW8rTMSs5bqXjHW1pWqns2Rmh0lN7dxLFcwJFPTW4z-JN83vs6KsW3273Gm3pQ8KvW2fyXJh7mzKk3W4Fd26m1LpH_CW23dFz120d687W62tDW48MfvNqW583v7_1KNmNtN6_XyRWMmnwRW1kwTYp3tNTF83gYQ1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86zk3p_b1V1-WJV7CgzR6W7dcqZs2DGHDQW3YKdQy5lZ1sjW71PwcH7dhGkRW666KzR5PY9pmW3HlcQS5JfvMsW8gYpfw76M5tcVhrNB02n9QQxW55NZvN8VB2C6W1KH98B2yRt_0W1X0cXx9br29rW8Z1JYh1H7Sv9W7SC8485nxCNlW4BdMNt4h9BYhW30w7YM72ZHnbW287Zlb6SPbktW2g8b6R5RlLTGN3tpvwFhl--gW3tjqZW5PWrlXW1SbnsG4GSrVXW58GcHg161bXqN6rGHl8z9ndZW8Yxth549h-3_W7v4kFw3kS1nRW5Q2sVR1P-l4dW5l3QcT31Q7wFW4wBqhz8Yvp5cW3wlS_L8lwNwdW4YwHLQ5DRxlPN824ByVnP9wJW3Cy6yV1bnTwH3j501
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86zk3p_b1V1-WJV7CgBk-W8Gkt325swrYXW5xfL7V5W_6lKW6S7n1m77KhZXW12641q4bYKf9W98xBYZ4TH5HgW2sj8P_5RPjRNW7GdjBh75b27GW7XNRjp3Ry3W9W6nkmkd8jrtvbW2m5DNC7rDhgDW5krsXx7ZghMFW5fYrCb47BJcZW3CMNq_70QpbfW6RqP1f8BVFD7W3-vK868gVsHtW1S751s2jfZqcVQqQwW8GvfLMW79c2sX6GZPJBW2RHg4K3PZNrXW29t0VX1mpxQgN67-VSMKQfsFTrRrF62g12fW61DdG971HJCvW2b1Db_3zFL31W2s9JXJ844WklW1vYQF32NDKtJN2-wBh67-WQvVH5FC98bg6nyW7vkStl2jmFwyW7snZ1g4ZJZ7X3plj1
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billion, which itself was more than the amount raised in the nearly 30-year history of these blank-
check companies,” observed an April 16 WSJ article citing Dealogic data. SPACs account about 
70% of all IPOs this year, the March 29 WSJ article reported. Some 300 SPACs have been 
created since the beginning of this year. 
  
(By the way, we have a request out to the Fed to learn whether it accounts for SPAC activity as 
IPOs or SEOs given SPACs’ unique structure.) 
  
(3) SPACs on ice. An April 21 CNBC article noted: “After more than 100 new deals in March alone, 
issuance is nearly at a standstill with just 10 SPACs in April, according to data from SPAC 
Research.” The slowdown followed the SEC’s new accounting guidance that would impact the 
value of SPACs, requiring reclassifying the value of warrants as liabilities instead of equity and 
periodic recalculating of their value in some cases. SPAC deals are usually done as a mix of 
shares and warrants. 
  
(4) From zero to billions. Recently, the SEC has questioned the “optimistic revenue projections 
used by startups that are merging with SPACs,” reported the April 16 WSJ article. Under the 
traditional IPO process, companies generally do not make projections, but companies that use 
SPACs do. SPACs’ financials usually are audited by smaller accounting firms rather than one of 
the Big Four. 
  
For example, in January, the SEC asked self-driving car component maker Ouster Inc. “to better 
explain how it projected to go from just $12.5 million in revenue in 2020 to nearly $1.6 billion by 
2025.” Some SPAC acquisition targets have cut their revenue targets or changed strategies since 
going public. 
  
Unrealistic and sometimes fraudulent SPAC claims have burned some investors. For example, 
electric truck startup Nikola’s founder and chairman reportedly misled investors by making 
fraudulent claims about its technology. Nikola’s stock peaked in June at around $65.00 a share 
and now trades around $11.00. But some SPAC acquisitions have gone exceedingly well—as 
speculative trends often do. Early investors to DraftKings, for example, may have seen returns as 
great as 400% if they got in and out at the right times. 
  
(5) Meet Gary Gensler. Newly confirmed SEC Chairman Gary Gensler has taken an early stand on 
SPACs, demonstrating his prioritization of regulating speculative investments. As former chairman 
of the Commodity Futures Trading Commission, Gensler is known as a “hard-nosed regulator who 
succeeded in overhauling the swaps market after the financial crisis,” observed the April 14 WSJ. 

       
 

https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86xf5nxG7V3Zsc37CgJ-CVkRkdc5flHs3W85GPzF6Mq11lW1rJ2lh7rk5X5W3l-VM-7Bg5tgW7Ylm0x2wtnn2W2vt2JS19L35BW4jlqTT70Yp1WW8wXDpD1Br9-qW4dcWLT8q9S6rW61lTCp4_CBKqW7p38H15mR2WqW8KHVf57l-nxwW3td3tt8MvBP1Mgtkdn94LFnW5zJK9H1-FXv7VV_cg89hshcvW3RfK3n7Rz4-sVMh3qZ8_spbsW6PKw043R-WL5W83t4-64b07D3W2hmBj52p6fGKW3tTVDH5Z0sDVW76zLft9m3hhGW93BP6L2vtjl_TdfWV6GW-yTW2SyKsy8bZKBvW3Fg0Q03pgY5KW1JQdYh5x5wYfW1_By6Z4kgZYxW3VbTlH31RlmwW8cwMcy5h4dj7VptPBD8LBs1L3klM1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86z13p_9LV1-WJV7CgHxJW3rK7tm97jShnW8vk7Wr6gRftdW1x9xtD61WGKqW5rY4_l7F4KGxW1MxX2V2xKlL_W42k5r951Cpr7W49rw667FYxWxW9fY16w48d6ftW1mXKQP3khJTcN8ZSW2xlrgQVW6Tj6dk7mndl0W1PcQfz66hPxlW2cRG3R8cHVZLW5yXC_T4NNz9hW5XrVDV8DklpYN33hGZ_y_ld3W7KHCdv2cLGhTW5pY_r_56wJqWV9Gp_l5JFjZtW5Zv6K55B6TD5W1N1tNN50xXGSW2LyCQV6fn1pQW2HgQFD3jgB6yVYs2tp5QvlM_W5c6ZtK4b7Gn8W5GJLvF41FVFQW42htS02552NMW82dD0H4Cys-p3lQV1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86xScj99hV9V4KD7Cg-4PW2TljDj243C1GW2R9Lht85YKJBW7L27Cr5s_3BdW7Sm0Q-70hfGsW8Zx5HD8r6mjZW1qFXLg2HkyTNW5V4QXz7wdZ9BW6-737B456pcJW5msPNz50pytQW3-Nxff23jx9zW8VqS0J5P5q1ZW8fgT5S93l7pWW3SntK17m2L_gW81-bPS8W77_LV5RMxy2lDLDLW2y37cF2Y-xvqV6jv2-1Pdn0rN6NGjVh-qDy_W1N2MZk2NDDNTW4tyMJs5Qd6zpW52sshH6YYYTVW3T7XXl2gvxmlW8bcDdz7rfBhwW8LgQ627FJh94W2ByzLm2whZPwW7Z38j8473Zp6W7PpmVH8JpMhVW4-Stpz4MkKlMW4bRdYM86_4z4W4vzfyC2bFNfMW6N-9PT6PV-T7W8Y7RDr2RpqKQW8FxGj14kfSKlVsg-8b3D9jz8W6gVpMk8rBxWwV9lf3Z1Lfg99W4xfGwD5glP-bW6mbrzY6DPZGmW7K9VsV6YbCwgW9bBLM04GfKBYW3b1-2H950QmVW4BNDgh5Y8GBHW7dq1bz5BNGtpW6JLpdq5fd1_5W7710Y87JWM9PVLCFbp6GcZY6W1RxWJ85Y1vQWW3LYqwT52SSn1W2Fmbtc2HFzyZW8FHhvY7z55GZW7vhphw20qN20W3DbCcl8w7fR5VNKqkJ7-J4lmW8ZjJt46BjVPqW5k3XFp208RgqW2H3c4K1lQbvfW3ZPlgn4SSs9VW8Rj0Gd6ctXzzN8stcv_GqGX-W95LKks8dwJJdW98yC6980FYj_W6DdX7-17D1JMW3xCkVy7-c_FHW4kpcX46hjsb6W1Vb9753d50lGW1QzXg428d3B1N324w0rYntHyVpfMwV2Q__S5W37vj594rDF6RW1T0yQD8csBY9W1ShYgY5f8F-bW7hCCPl8BwTYWW8k-n4W6l6hLdW3D3mGc7wjscHW5d2dXl7mVl9GW3rqNXC202WF4W3XW1d-4Dc_MvW7FCJgr2s-KQmVFrynC2k6yGRW5GTFTv4bbNdcW2W19sd7n5-1lW5b8_Sd45Zf53N5r4q60spqhhW74Q-y46CQ7xw3bZt1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86zk3p_b1V1-WJV7CgVwqVPd84d7zKyMKW55x4x786tqY5W6llMKg7KC-3ZW274H3K8k4827W6Cvvyv2zZVL_W5Bm2Pq4cGYb0W8qyXkL1HPjwyW1qx-t26rstn3MftYYPSbN4lW5KWmCc7cHFwmW11q-xR3N9p4tW5Pc_pf8y0LNSW3zK9vW7ZRytnW8p_vRv8vHdMRVrlk7G17mpPTW7CYf4G523MMLW7vm5x28jSn4cVVGkBm86KJPxN3dZcmF-WPsDW5YqYSJ89JfRnW50TJjc4FwFMTVJb8Pt6TMyQMW5BzYsG87xDDyW1jY28t3p2l_HVPC_wH2t3XbmW3Qbjn63YZMGXW7GDCW247H0K5W16YKwg2jt6k_W4q8JW44qJmBgW1dj2274LyyYT36jS1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86zk3p_b1V1-WJV7CgSmcW1K7JBm2kMJmdW2YGqGz9f3N0vW6lQnP269zLDBW1z_gMc6LBfH9W3FwJXz1QKqd4W7bDY_B79JB8HW5WZBhy4TmClSW4Gx3KV8Qy3q1W3JX3w67yqpBTW7PBfcH2Q_JqrV1jp9S2Xt_7jVDdZxH5-Zg7wW6hFGp164Y7G6W8nM8mz6slQsYVXf0mV6ZYpspW8YcGpk2mzl3tW1vFwQR5p2V72W5FKP1c7YMCSVW79vvrv7vCVGCTC13C2y1qGGN2CDC2Bg_SCtW55B1Mw7znKrTW5HGFv-3p4DhjW7lVCCP2bHDfQW5x-bSn2CQb_DN6lHZS5lpbjrW5hYLL064RLSwW4hQM6J21p-z0W2Cws1t5fXdjLW1y4xl67N7D5F3j831
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86xf5nxG7V3Zsc37CgDr7W4NR60B2BKtKxN6l-XXDgCH67W4xtwSS2yFw6xW6P46fS3Zv_Z0W51z72j262qsVW5Jhn7S5dw9zRW5Jm8xF5hlPyqW4mSSjR2NPJQFW6VnLVb5sVTvhW1N5w115GRl94W7c_Xxt74L0d0W5KcPXR25_hbDW43K_5N1MdsdbVR_S4r8zbq_PW4xgH_F90SkbpW2CkRc-1grN3GW6TDYBd96f4vLW5-X32B20SqRhW757rs21GVZ0ZW5n7GDY3Cz8NTW5Wdv6j4NJWTZW3XnjvM17VL0XW8Kt5Vn5h2GB9W1HLxWP6nJxX3N4BPTWvybSq1W3MGdWP7gQvFzW3Y92BR1kC6lnW1p7Jfz29MDyZW6yNLSf8pvlgmW7BblL543VbCNW2llgxx5nrrJ8W62VLBy6J5ZVv3mKH1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86xf5nxG7V3Zsc37CgN-mW5YL35m5kD4TYVvq8tK4dH_B6W1mgM045ZyKg0V6cNkp5wp1qbW7N3vfM3fDdGCW4Qpn8N8y5BjLW2SYcrd3s3P4sN7KWL2CLC1sVW8MVyQV3YPrJdW5qgDd62gnMj8W1bZNv04q7Kh9VCb3wq4P2tx_W7vfFjx5XShzFW4D7W9y1yLdx9Vg8dSw48dNZ6M_xhZQnYnFgW1YmS9K4mjmnRW2TPbXk6ZQfTDVf4K8q44M2v8W1-Gbn7830SgJW5xKVQp4sH0C-W2-VqP_4SW_HHW65hPnb1YDK6pW6FVNBr64B1JVW6Jr73R6_gbX5W1Rw1xJ2j-v6FW5hxh5k49FM-qW8cqnhT9g2mWqVP7YSl8QK75bN4QJm475C7jDVG5G4y71hxNsW3rygrB8PnPMm3c_x1
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Calendars 
  
US: Wed: MBA Mortgage Applications, Goods Trade Balance Advance, Wholesale Inventories, 
EIA Crude Oil Inventories. Thurs: GDP 6.1%, GDP & Core PCE Price Deflators 2.5%/2.4%, Initial 
& Continuous Jobless Claims 549k/3.61m, Pending Home Sales 4.7%, EIA Natural Gas 
Inventories, Williams, Quarles. (DailyFX estimates) 
  
Global: Wed: Germany Germany Gfk Consumer Confidence -3.5, France Consumer Confidence 
94, Canada Retail Sales Total & Ex Autos 4.0%/3.7%, Fed Interest Rate Decision 0.25%. Thurs: 
Eurozone Economic Sentiment 102.2, Eurozone Consumer & Industrial Sentiment -8.1/4.0, 
Germany CPI 0.5%m/m/1.9%y/y, Germany Unemployment Change & Unemployment Rate -
10k/6.0%, Spain Unemployment Rate 16.6%, Japan Unemployment Rate 2.9%, Japan Industrial 
Production -2.0%, China NBS M-PMI 51.7. (DailyFX estimates) 

 

Strategy Indicators 
  
S&P 500 Q1 Earnings Season Monitor (link): With nearly 27% of S&P 500 companies finished 
reporting revenues and earnings for Q1-2021, revenues are beating the consensus forecast by a 
well-above-trend 2.9%, and earnings have crushed estimates by 23.3% in large part due to loan 
loss reversals at the banks. At the same point during the Q4 season, revenues were 2.5% above 
forecast and earnings beat by 17.9%. The S&P 500’s Q1 earnings surprise excluding Financials 
drops to 12.2% from 23.3%. For the 132 companies that have reported through mid-day Tuesday, 
aggregate y/y revenue and earnings growth and the percentage of companies reporting a positive 
revenue and earnings surprise have improved from their Q4 measures. The small sample of Q1 
reporters so far has a y/y revenue gain of 6.0% and an earnings gain of 53.7%, which drops to 
4.3% and 8.9%, respectively, when Financials are excluded. A whopping 84% of the Q1 reporters 
so far has reported a positive earnings surprise, and 78% has beaten revenues forecasts. Slightly 
more companies have reported positive y/y earnings growth in Q1 (74%) than positive y/y revenue 
growth (71%). These figures will change markedly as more Q1-2021 results are reported in the 
coming weeks, particularly the y/y earnings growth rate. 

MSCI World & Region Net Earnings Revisions (link): Analysts’ recent earnings revisions through 
April suggest substantially greater optimism about profits in the US than the rest of the world, but 
now they’re improving. The US’s NERI was positive in April for a ninth straight month after 14 
negative readings but dropped to 12.7% from 13.2%. That compares to a 34-month high of 16.0% 
in January and an 11-year low of -36.9% in May 2020. It remains well below its corporate-tax-rate-

      
 

https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgDL2W2nxZCz64pklBW52nJcY8k399DW4l8Mjn7xhgdpW3mZWlb7hYcy2W5FXsj16kyMfSV4Ccl93psFm8Vbg19X1sb7vzW60Fml58qjb86W95YbBV4xv25WW1tVbsY8KQZSWVVswL55WJzd3W8X-P-P67VNjJW5ncG-f8Fl3pdW2g1p7x26ZFhnW8pnnZ-5CDl_JW5rB5xk1r3G4DW6FdcNc27GpBSW567ZHy1Jcy5-W8frlZj6q03pxW763H3C8d_m2xW9fWlQN5SpG2PW3NZQvX49dZl23pcZ1
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgCYTN4Zh0Sq7rvkLW695-bw4qJ122N2wWv3jdZpLxW3W3nyR59XktTW6Hgv1V3JvqbcW4m3p6N1HcfkvVg66tm2P4bmsW7FfbqK1zkkwFVBpgny4RJ5VvW6kxwHv8dhtnmW3Vg1Yn5hygyDW6D54_x2gGnkYW5kyfn298GSktN4hMH-hyTRCgW71gRbS8d1TPrW1zLGLs2KkPztW7cDvwy30WmK1W3m5FKB6yZ-WLW5nnlWM2MsDKdW2W1J0j6FT25qW80l-mV37N1BbW58-8cJ2P4NdK3cCT1
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cut-boosted record high of 21.8% in March 2018. The AC World ex-US MSCI’s NERI was positive 
for a sixth month after 30 straight negative readings and improved to 5.5% from 5.3%. That 
compares to an 11-year high of 5.7% in February and an 11-year low of -23.9% in May 2020. With 
the exception of the EMU, which had NERI turn positive in January, much of the world’s regions 
have had positive NERI readings since September and October. Here are April’s scores among the 
regional MSCIs: US (12.7% in April, down from 13.2% in March), AC World (7.4, 7.4), EAFE (7.0 
[15-year high], 5.0), EM Eastern Europe (6.7, 6.0), Europe ex-UK (6.5 [46-month high], 2.9), 
Europe (6.0 [47-month high], 3.0), AC World ex-US (5.5, 5.3), EMU (4.4 [46-month high], 1.5), 
Emerging Markets (4.4, 5.5), EM Latin America (4.3, 3.3), and EM Asia (4.1, 5.4). 

MSCI Countries Net Earnings Revisions (link): NERI was positive for 33/44 MSCI countries in 
April. That’s unchanged from March and down from 35/44 in February, which was the most since 
December 2009. That compares to zero countries with positive NERI from April to June 2020. 
NERI improved m/m in April for 29/44 countries, up from 17/44 countries improving in March. 
Among the countries with improving or unchanged NERI in April, Austria and Hungary were at a 
record high, followed by Chile (25-year high), Australia (15-year high), Norway (15-year high), and 
Switzerland (14-year high). The United States has had positive NERI for nine straight months, 
followed by nine-month streaks for these six countries: Canada, China, Korea, Norway, Sweden, 
and Taiwan. Spain’s NERI has been negative for 33 straight months, followed by 15-month 
negative streaks for Israel, Portugal, and the Philippines. Denmark and Mexico had NERI turn 
positive m/m while the Czech Republic and Greece turned negative. The highest NERI readings in 
April: Austria (26.9%), Hungary (24.1), Taiwan (17.7), Sweden (17.2), and Chile (16.1). The 
weakest NERIs occurred this month in Israel (-17.7), New Zealand (-11.8), Portugal (-6.2), 
Indonesia (-3.5), and Finland (-3.1). 

 

US Economic Indicators 
  
Consumer Confidence (link): Consumer confidence in April increased for the fourth successive 
month—with 90% of the gain occurring the past two months, as the continued rollout of vaccines 
has helped to open the economy. The Consumer Confidence Index (CCI) has soared 34.6 points 
during the four months through April, to 121.7 (the highest since February 2020), with the CCI in 
March and April climbing 18.6 points and 12.7 points, respectively. The present situation 
component jumped 52.4 points (to 139.6 from 87.2 in December) this year to date, with the 
expectations component up 22.8 points (109.8 from 87.0) over the same period. The former is the 
highest since March 2020, the latter since July 2019. Consumers’ appraisal of current conditions 
improved significantly, with the percentage of consumers claiming business conditions are good 

      
 

https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgJ1yW5JJmHY6bJzCxW27s7DZ1fyc9gW12m3Jx7cjW-vW6qVdV68WVkKMW2hpX763n2KCrW2bStcf7ZTw03W4bSCky1XMLjpW7gv1XD6bvKLpW2PsgMT4x05VmW99f4j_56gR9fW7FT_8q7DsNsZW8Zcrt_3hHfyvW8fbFQR6v1jKrW47SHnX2g81_zW18xxMJ39z962W34rl2Q6QSC_hW2hnyPj5t2kh6W5s5lVS2jH-nzW43vsxt5zTCmnW7-kCfM5YFm5gW1nSRZD3SzT33MzlHbNk8DyT33-01
https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86y73p_8SV1-WJV7CgNmyVSJyWr57Vcr0W3GWyPK6R7jHRW17QCJz8VZvYdVJP15P8-grbGW8BQXl683VY3SW5sxHCp9g9BVyW3_-5rT1850_gW7L0MSs8VTp6HV3Sb-W7Yv1YnW4QVHJN71VnVFW85hlwk6flbJLW51B3Kr7hTPk-W9dgGYn1Nnxj2W8QFpLw4gw2C_W8rylHg3rcdXjW7hvpZ74PYdzFW7VrhbD4r2XxZW3Kp49Z7VMWhzN2XNkXK4Btf7W45nWTV7pGPjXN7D9Z3XBz5ShW5NbNjK5dh54S39GT1
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rising 5.0ppts (to 23.3% from 18.3%) to a 13-month high, while those claiming business conditions 
are bad fell 5.3ppts (24.8 from 30.1) to a 13-month low. Consumers’ assessment of the labor 
market also continued to improve—with those saying jobs are plentiful (to 37.9% from 26.5) up 
11.4ppts this month, while those saying jobs are hard to get are down 5.3ppts (13.2 from 18.5). It 
was the highest since March 2020 for the former and the lowest since January 2020 for the latter. 
In the meantime, short-term inflation expectations held steady in April, though remained elevated 
at 6.7%. The percentage of consumers expecting business conditions to improve (to 40.5% from 
40.3%) was little changed this month—though added a bit to March’s 9.6ppts surge—while those 
expecting business condition to worsen (11.9 from 11.8) was also little changed after March’s 
5.9ppts decline. The percentage was the highest for the former since mid-2020, while the latter’s 
percentage was only a tick above March—which was the lowest since last February. Meanwhile, 
the consumers’ outlook regarding the job market was slightly less upbeat than March, with the 
percentage expecting more jobs (to 34.5% from 35.9%) 1.4ppts lower this month, while those 
expecting less jobs (15.4 from 14.4) was a percentage point higher. March’s reading for the former 
was the highest since June 2020, while it was the lowest since June 2020 for the latter. 

Regional M-PMIs (link): Five Fed districts have now reported on manufacturing activity for April 
(Philadelphia, New York, Kansas City, Dallas, and Richmond) and show the manufacturing sector 
expanded at a record pace, with four of the five regions expanding at a better rate than March. 
Prices-paid and -received indexes are up sharply in all regions in recent months. The composite 
index (to 32.4 from 26.8) shows growth this month has nearly tripled since the end of last year 
(11.9), as the Philadelphia (to 50.2 from 44.5) region posted its strongest performance since the 
1970s, while Kansas City’s (31.0 from 26.0) was the best in the history of the series going back to 
July 2001. Meanwhile, activity in the New York (26.3 from 17.5) and Dallas (37.3 from 28.9) 
regions were the strongest since October 2017 and June 2018, respectively; Richmond’s was 
unchanged at 17.0. The new orders measure also expanded at a record rate this month, 
accelerating for the fourth month to 29.3—up from 14.7 at the end of last year. Orders in the Dallas 
(to 38.5 from 30.5) region accelerated at a record pace this month, while billings in the New York 
(26.9 from 9.1) region grew at the fastest rate since October 2009, and Philadelphia’s (36.0 from 
38.2) was only a tad slower than March’s rate—which was the best since 1973. In the meantime, 
the Kansas City (29.0 from 37.0) region saw orders growth slow from March’s pace—which was 
the second strongest on record; billings growth in the Richmond (16.0 from 10.0) region remained 
subdued. As far as jobs are concerned, factories added to payrolls at the best pace on record—
with the employment measure climbing from 18.9 to 24.8 this month. The Dallas (to 31.3 from 
18.8), Philadelphia (30.8 from 27.4), Kansas City (29.0 from 17.0), and New York (13.9 from 9.4) 
regions all hired at a faster pace this month, while Richmond (19.0 from 22.0) manufacturers hired 
at a slightly slower pace than last month.  

https://hn.t.hubspotemail.net/e2t/tc/MV_T1CBrpVbW9bDczc1bg_xlW4zFhY94qW-zYN2x86yr3p_97V1-WJV7CgYh1W7vfnlC1D4WW5N6_9zmLwl_ZxMCnjP6DtkC6W5zz7tW6ZHFDtW7BDmt533yG6FW7HJFNt8FxcDRW3WMPR59h0qT-W8rwVn58fPY7_W8my_H17J7vlkW2-tYNy1RHmQpW8JgnSY4f8RmzW7L3nDn38zBJbW91dPLs4hcGR9W7fwvpS8g65TGVHCR2X6vWn68W9gq2yy9fxkLDW5yXly09hgcD4W7KHWFJ74nd8PW8GjVxW7cG1B5W50GCv83gfcmCW1NNrSR1XLF7BW1_SNRn3PqfQ8W7MWqLy5yRxL7N3zPHVKpN4mp3cP11
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Regional Prices Paid & Received Measures (link): We now have prices-paid and -received data 
for April from the Philadelphia, New York, Kansas City, Richmond, and Dallas regions. The 
Philadelphia, New York, Kansas City, and Dallas measures are diffusion indexes, while 
Richmond’s measures are average annualized inflation rates (which we multiply by 10 for easier 
comparisons to the other regional measures). All of the regions are showing a sharp acceleration 
in prices. The prices-paid measure climbed to a record high of 71.9 this month from -4.4 a year 
ago, with the Kansas City (to 73.0 from -16.0 a year ago) and Richmond (71.1 from 18.9) 
measures reaching new record highs. Meanwhile, New York’s (to 74.7 from 5.8 a year ago) is fast 
approaching its record high of 77.9 posted during July 2008 and Dallas’ (71.4 from -21.2) is 
fractionally below its record high of 71.7 during October 2004; Philadelphia’s (69.1 from -9.3) 
prices-paid measure eased a bit from March’s record high of 72.6. The prices-received measure 
also reached a new record high this month, accelerating to 39.6 from -9.5 a year ago—with the 
Kansas City (to 41.0 from -14.0 a year ago), Dallas (39.1 from -24.5), and New York (34.9 from -
8.4) regions all at new record highs. Meanwhile, Richmond’s (to 48.3 from 10.0 a year ago) prices-
received measure is the highest since mid-2008, while Philadelphia’s (34.5 from -10.6) remained 
close to January’s record high of 36.3.  
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