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

Europe, the EuroStoxx 50 is relatively unchanged from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed up 0.1%.  Chinese markets were higher, with the Shanghai Composite up 1.1% 

from its prior close and the Shenzhen Composite also up 0.8%.  U.S. equity index futures are 

signaling a lower open.  With 443 companies having reported, the S&P 500 Q2 2021 earnings 

stand at $52.10, higher than the $45.31 forecast for the quarter.  The forecast reflects a 60.0% 

increase from Q2 2020 earnings.  Thus far this quarter, 86.5% of the companies have reported 

earnings above forecast, while 12.0% 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 (8/2/2021): “Power, Influence, and Leadership in 

Geopolitics” 

• Weekly Energy Update (8/5/2021): The odds of a resumption of the nuclear deal with Iran 

continue to decline 

• Asset Allocation Q2 2021 Rebalance Presentation (5/20/2021): A video discussion of our 

asset allocation process, portfolio changes in Q2, and the macro environment 

• Asset Allocation Weekly (8/6/2021) (with associated podcast and chart book): We 

examine how unified government affects long-duration bond yields 

• Confluence of Ideas podcast (7/7/2021): “The Geopolitics of Taiwan and the Issue of 

Globalization” 

 

Good morning and happy Monday.  It’s inflation week—the CPI comes out on Wednesday.  U.S. 

equity futures are modestly lower this morning, but the real story is in commodities.  Oil and 

precious metals are tumbling this morning in the face of higher Treasury yields.  Overnight, gold 

futures fell over $60 per ounce; prices have recovered well off their lows but are still down this 

morning.  What’s going on?  The solid employment data has lifted expectations of Fed 

tightening.  But it is also important to remember that market liquidity tends to thin in August as 

traders take vacations.  Thus, market moves can be exaggerated.  Our coverage this morning 

begins with economics and policy.  China news is up next, followed by the international 

roundup.  We close with pandemic news. 

 

About that employment data: Much of the turmoil we are seeing in markets was tied to the 

employment report.  The data showed clear improvement in the labor markets and raises pressure 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_8_2_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_aug_05_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Aug_6_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/research-news/asset-allocation-weekly-chart-book/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/rising-rents-pose-risks-to-the-feds-inflation-outlook-11628424000?st=wsf55hqsl4eyzxa&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/global-stock-markets-dow-update-08-09-2021-11628495104?st=krfhzys8jesgr06&reflink=desktopwebshare_permalink
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on the FOMC to react.  Although there is some concern that the survey period did not catch the 

recent delta variant issues, we suspect that labor markets will continue to recover.  One item 

worth watching is the participation rate of the 24-54 age bracket.  The 65+ participation rate 

continues to decline as older workers, more vulnerable to COVID-19, opt for retirement.  

Although we are not at a level of complete recovery, we are at a point consistent with a fed funds 

target of around 1%.  
 

 
 

A reading above 82 will increase the likelihood of some form of tightening. 

 

Economics and policy: The infrastructure bill is near the finish line in the Senate.  The IPCC 

has released its updated climate report. 

• It looks like the bipartisan infrastructure bill will pass the Senate this week.  The CBO 

has scored this bill, saying it will add $256 billion to the deficit over a decade.  The 

crafters of the bill have argued it would be deficit-neutral, but it is not unusual for the 

CBO to discount some sources of revenue.  Another area of dispute is the idea of 

“dynamic scoring,” which means that the growth generated by the measures taken will 

raise revenue.  The CBO rarely accepts such concepts.  

• The Intergovernmental Panel on Climate Change (IPCC) released its most recent analysis 

and, as expected, it shows that global temperatures will likely rise 1.5o centigrade by 

2040.  The report makes it clear that even if carbon emissions reach zero now, 

temperatures will continue to rise.  We expect more spending on mitigation going 

forward. 

o Wildfires in Greece continue.  Neighboring nations are sending firefighters and 

areas are being evacuated. 

https://www.ipcc.ch/report/ar6/wg1/downloads/report/IPCC_AR6_WGI_Headline_Statements.pdf?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top&__cf_chl_jschl_tk__=pmd_84224bcc1afe282a844880cf08f1aad8ef86fac3-1628509425-0-gqNtZGzNAo2jcnBszQhO
https://www.ipcc.ch/report/ar6/wg1/downloads/report/IPCC_AR6_WGI_Headline_Statements.pdf?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top&__cf_chl_jschl_tk__=pmd_84224bcc1afe282a844880cf08f1aad8ef86fac3-1628509425-0-gqNtZGzNAo2jcnBszQhO
https://www.wsj.com/articles/infrastructure-bill-clears-senate-procedural-hurdle-11628361290?st=6vje0asts3kl07s&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/cbo-estimates-infrastructure-bill-would-add-256-billion-to-deficits-11628196739?st=oojn0h30rx46tbo&reflink=desktopwebshare_permalink
https://www.ft.com/content/9a11b08c-4fb3-49ec-8939-9d853745bfce?emailId=6110e13f75a0620004fea367&segmentId=3d08be62-315f-7330-5bbd-af33dc531acb
https://www.marketwatch.com/story/there-will-be-nowhere-to-run-nowhere-to-hide-un-climate-report-warns-of-code-red-for-humanity-01628497554
https://www.wsj.com/articles/invasive-insects-and-plants-spread-northward-11628427602?st=usndz4a9jng1sp7&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/08/09/us/climate-change/greece-wildfires
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• One of the challenges of the current economic situation is figuring out temporary and 

permanent changes triggered by the pandemic.  It has been often said that the pandemic 

accelerated trends that were already in place.  Although we agree this is at least partially 

true, other developments probably would not have occurred otherwise.  Work from home 

is likely to be much more common going forward than it would have been otherwise.  As 

workers realize they can work from just about anywhere with a reliable internet 

connection, the allure of smaller cities, with lower costs of living, are elevated.  As 

workers move to these areas, they affect the local real estate markets and shuffle 

shopping and entertainment patterns.   

• We note the SEC has brought action against a decentralized financial firm for issuing 

unregistered securities.   

 

China: Markets continue to grapple with regulatory changes, and nationalism is on the rise.   

• From 1979 to mostly the present, China has had its own efficiency cycle, which allowed 

entrepreneurs to build businesses and become rich.  Although Hu Jintao commented on 

the problem of inequality, Xi is doing something about it.  His anti-corruption campaign 

weakened the ability of capital owners to affect policy.  Now, Xi is going against out-of-

favor industries directly.  The losses are notable.  There is wide debate about the path 

forward; is Xi merely trying to weaken power rivals, or is this move tied to industrial 

policy?  Although the answer might be “yes” to both, we suspect the latter is the most 

important.  If so, investors can probably still do ok in areas that China favors.  At the 

same time, industry leaders would be advised to keep a low profile.   

• One emerging trend we are watching is the generational attitude differences developing 

in China.  The millennials in China have only seen an ascendent China.  They appear no 

longer content to bide time and wait, and they are intolerant of foreign criticism of China.  

This emerging nationalism looks to us to be similar to conditions seen during the Cultural 

Revolution.   

• The crackdown on China’s tutoring industry appears to be an attempt by the CPC to 

reduce social tensions.  However, the drive for tutoring is partly driven by rising youth 

unemployment.  If good jobs at the entry level are scarce, it makes sense to take whatever 

steps are necessary to acquire one.   

• Despite these trends, some business leaders are calling for new trade talks with China and 

tariff reductions.  Although we think tariffs are a misguided policy (a deliberate policy to 

appreciate the CNY would be far more effective), it appears to us that business leaders 

are out of step with the political trends.  If anything, there is a higher likelihood of 

additional trade and investment restrictions.   

• Underlying all these issues is China’s shaky financial system.  A recent directive argued 

that the banking system should stop lending to local government financing vehicles; if 

this were to occur, widespread defaults would likely follow.  The directive was pulled 

shortly after its release.  Its disclosure could have been a mistake, or a trial balloon.  But 

it does show that China has a serious delinquent debt problem that won’t get better by 

continued funding.  However, cutting off liquidity will only lead to default and the 

consequences of default could be destabilizing.  Everything we are seeing from the CPC 

leadership suggests consolidation and centralization.  So, our take is that the central 

https://www.wsj.com/articles/the-great-reshuffling-is-shifting-wealth-to-the-exurbs-11624636827?st=rem6ne9e9fpzzeo&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/the-great-reshuffling-is-shifting-wealth-to-the-exurbs-11624636827?st=rem6ne9e9fpzzeo&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/articles/2021-08-06/sec-brings-its-first-defi-case-over-unregistered-token-sales?srnd=premium&sref=p6AmiyaF
https://www.ft.com/content/7e6f9a08-37be-4ab3-ae15-953533ab33b5
https://www.wsj.com/articles/china-corporate-crackdown-tech-markets-investors-11628182971?st=pybvf2l45ra2m7f&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/china-corporate-crackdown-tech-markets-investors-11628182971?st=pybvf2l45ra2m7f&reflink=desktopwebshare_permalink
https://www.bbc.com/news/world-asia-china-58062630?utm_source=Eurasia+Group+Signal&utm_campaign=7dba03ffb3-EMAIL_CAMPAIGN_2021_08_06_11_06&utm_medium=email&utm_term=0_e605619869-7dba03ffb3-134308033
https://www.thewirechina.com/2021/08/08/chinas-new-nationalism/
https://www.ft.com/content/d2a6fab8-2cf7-49f4-9027-ee18a064715f?emailId=6110afa20b8bf70004fc7faa&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/d2a6fab8-2cf7-49f4-9027-ee18a064715f?emailId=6110afa20b8bf70004fc7faa&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/chinas-attempts-to-take-the-stress-out-of-schooling-sparks-its-own-angst-11628415001?st=xump48o01lwr363&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-attempts-to-take-the-stress-out-of-schooling-sparks-its-own-angst-11628415001?st=xump48o01lwr363&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/business-groups-call-on-biden-to-restart-trade-talks-with-china-11628212436?st=aemfwi5f9hd97cp&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/business-groups-call-on-biden-to-restart-trade-talks-with-china-11628212436?st=aemfwi5f9hd97cp&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-steps-up-pressure-on-businesses-over-forced-labor-in-china-11628501400?st=ajhgnzkrpg92kn2&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-steps-up-pressure-on-businesses-over-forced-labor-in-china-11628501400?st=ajhgnzkrpg92kn2&reflink=desktopwebshare_permalink
https://www.economist.com/finance-and-economics/as-more-big-firms-flirt-with-default-financial-regulators-face-a-dilemma/21803298
https://www.economist.com/finance-and-economics/as-more-big-firms-flirt-with-default-financial-regulators-face-a-dilemma/21803298
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government will use the indebtedness of the local governments as an opportunity to bring 

them under control.   

 

International roundup:  The Taliban’s role; Lukashenko remains in power in Belarus a year 

after the elections.   

• The Taliban continues to consolidate gains as the U.S. steadily withdraws.  There is no 

evidence that the U.S. will take steps to counter these gains, meaning that Afghanistan 

will likely face civil war after the U.S. leaves.  There is also little evidence to suggest 

Afghan government forces will be effective against the Taliban.   

• Germany will be holding elections next month as Chancellor Merkel retires.  German 

voters are unimpressed with their choices; recent polls show 45% would vote for “none 

of the above.”  Armin Laschet, the CDU candidate, wants to lead Europe, but his recent 

comments surrounding Poland and his actions during recent flooding suggest he lacks 

political skills.  Polling indicates the SPD is gaining ground.  Although it’s still a long 

shot, a Green/SPD/FDP coalition might gain power.   

• It’s been a year since the Belarus elections that led to unrest.  Lukashenko remains in 

power but is clearly weakened, becoming increasingly dependent on Putin to stay in 

control.  The opposition continues to press against Lukashenko.  As we noted last week, 

the latest tactic being deployed by Belarus is to create a refugee conduit into the EU via 

the Baltic nations.  Russia will be holding its annual war games in the region soon and 

Latvia is warning that a border incident is possible.   

• Michael Calvey is a longtime proponent of investing in Russia.  He has recently received 

a suspended sentence for various crimes.  His arrest and conviction signal a warning to 

Westerners about the risks of investing in Russia.   

  

COVID-19: The number of reported cases is 202,872,928 with 4,297,550 fatalities.  In the U.S., 

there are 35,765,233 confirmed cases with 616,829 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 407,561,705 doses of the vaccine have 

been distributed with 351,400,930 doses injected.  The number receiving at least one dose is 

194,866,738, while the number receiving second doses, which would grant the highest level of 

immunity, is 166,477,481.  The FT has a page on global vaccine distribution.      

• The delta variant continues to spread rapidly across the U.S.  Community transmission 

rates remain elevated across the country.  States with high infection rates are scrambling 

to find hospital bed capacity.  The variant has become dominant due to its high contagion 

rates.   

o Although we don’t expect widespread lockdowns to return, the spread of 

infections is still affecting business planning.  Companies are reconsidering office 

reopening plans and some events are being cancelled.   

o Fears that disruptions will affect the economy are leading commodities lower, 

especially oil prices.   

o In light of the delta variant, we will likely see the need for booster shots.   

https://www.ft.com/content/7cb630ac-0d5a-4e7b-9507-da5c07259631
https://www.nytimes.com/2021/08/08/us/politics/taliban-afghanistan-united-states.html?smid=url-share
https://www.nytimes.com/2021/08/08/us/politics/taliban-afghanistan-united-states.html?smid=url-share
https://www.nytimes.com/live/2021/08/08/world/afghanistan-live-updates/the-military-taking-on-the-taliban-is-broken-and-battered
https://www.n-tv.de/politik/Union-nur-noch-bei-26-Prozent-article22707952.html
https://www.n-tv.de/politik/Union-nur-noch-bei-26-Prozent-article22707952.html
https://www.politico.eu/article/germany-armin-laschet-cdu-chancellor-europe-leader/?utm_source=POLITICO.EU&utm_campaign=c11db4564f-EMAIL_CAMPAIGN_2021_08_09_04_59&utm_medium=email&utm_term=0_10959edeb5-c11db4564f-190334489
https://www.politico.eu/article/belarus-european-union-alexander-lukashenko-russia/?utm_source=POLITICO.EU&utm_campaign=c11db4564f-EMAIL_CAMPAIGN_2021_08_09_04_59&utm_medium=email&utm_term=0_10959edeb5-c11db4564f-190334489
https://www.politico.eu/article/belarus-alexander-lukashenko-election-svetlana-tikhanovskaya-dissidents/?utm_source=POLITICO.EU&utm_campaign=c11db4564f-EMAIL_CAMPAIGN_2021_08_09_04_59&utm_medium=email&utm_term=0_10959edeb5-c11db4564f-190334489
https://www.ft.com/content/d8566dc5-6818-4d9b-830b-eedcb9c8103e?emailId=6110afa20b8bf70004fc7faa&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.nytimes.com/2021/08/06/world/europe/russia-american-investor-calvey-sentence.html?smid=url-share
https://www.nytimes.com/2021/08/06/world/europe/russia-american-investor-calvey-sentence.html?smid=url-share
https://www.nytimes.com/live/2021/08/09/world/covid-delta-variant-vaccine
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://covid.cdc.gov/covid-data-tracker/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top#cases_community
https://covid.cdc.gov/covid-data-tracker/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top#cases_community
https://www.wsj.com/articles/as-delta-variant-spreads-florida-hospitals-race-to-find-open-beds-11628501401?st=871j5hr9cmy3y8d&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/as-delta-variant-spreads-florida-hospitals-race-to-find-open-beds-11628501401?st=871j5hr9cmy3y8d&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/health/delta-variant-most-prevalent/2021/08/08/d1017f0e-f558-11eb-9068-bf463c8c74de_story.html
https://www.wsj.com/articles/companies-thought-they-had-a-plan-for-fall-now-they-are-scrapping-it-11628415001?st=xsnscv196mh7s9i&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/companies-thought-they-had-a-plan-for-fall-now-they-are-scrapping-it-11628415001?st=xsnscv196mh7s9i&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/oil-prices-tumble-on-worries-over-china-delta-variant-outbreak-11628506202?st=ozpgogw0dsk4kwz&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/fda-covid-19-vaccine-booster-plan-could-be-ready-within-weeks-11628194767?st=w9u2wcrkxw01xwl&reflink=desktopwebshare_permalink
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• Although the mRNA vaccines were the first out of the gate, the technology remains 

finicky.  Handling procedures make them difficult to distribute and the new technology is 

probably one factor behind vaccine resistance.  Much of their success was due to deft 

management; the companies involved tested their vaccines when infection rates were 

elevated, which gave them lots of test subjects, and emerging firms teamed up with 

established ones to ramp up production.  The Novavax (NVAX, USD, 189.89) vaccine is 

near the end of its clinical trials and should be available soon.  It has some distinct 

advantages.  Because it’s based on an existing technology, its handling is less stringent.  

The fears surrounding mRNA should not be part of this vaccine.  And, trial data so far 

suggest it is more effective than the mRNA vaccines.  Reports indicate that side effects 

are less, which has been a barrier for some low-income groups who fear missing work if 

they become ill from the injection.  

 

U.S. Economic Releases  
 

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

domestic releases and Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

10:00 JOLTS Job Openings m/m Jun 9209k 9260k ***

EST Speaker or event

10:00 Raphael Bostic Takes Part in Habitat for Humanity Panel President of the Federal Reserve Bank of Atlanta

11:00 Thomas Barkin  Speaks During Virtual Event President of the Federal Reserve Bank of Philadelphia

District or position

Economic Releases

Fed Speakers or Events

 
 

Foreign Economic News 
 

We monitor numerous global economic indicators on a continuous basis.  The most significant 

international news that was released overnight is outlined below.  Not all releases are equally 

significant, thus we have created a star rating to convey to our readers the importance of the 

various indicators.  The rating column below is a three-star scale of importance, with one star 

being the least important and three stars being the most important.  We note that these ratings do 

change over time as economic circumstances change.  Additionally, for ease of reading, we have 

also color-coded the market impact section, which indicates the effect on the foreign market.  

Red indicates a concerning development, yellow indicates an emerging trend that we are 

following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 
 

https://www.theatlantic.com/health/archive/2021/06/novavax-now-best-covid-19-vaccine/619276/
https://www.theatlantic.com/health/archive/2021/06/novavax-now-best-covid-19-vaccine/619276/
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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China CPI y/y Jul 1.0% 1.1% 0.8% ** Equity and bond neutral

PPI y/y Jul 9.0% 8.8% 8.6% * Equity bearish, bond bullish

Australia Foreign Reserves m/m Jul A$64.0b A$64.7b * Equity and bond neutral

EUROPE

Eurozone Sentix Investor Confidence m/m Aug 22.2 29.8 29.0 ** Equity bearish, bond bullish

Germany Trade Balance m/m Jun 16.3b 12.3b 13.5b ** Equity bullish, bond bearish

Current Account Balance m/m Jun 22.5b 13.1b 18.9b ** Equity bullish, bond bearish

Switzerland Unemployment Rate m/m Jul 2.8% 2.8% 2.8% *** Equity and bond neutral

Domestic Sight Deposits CHF w/w 6-Aug 635.8b 636.4b * Equity and bond neutral

Total Sight Deposits CHF w/w 6-Aug 713.2b 712.0b * Equity and bond neutral

AMERICAS

Brazil Vehicle Sales Anfavea m/m Jul 175453 182453 ** Equity and bond neutral

Vehicle Production Anfavea m/m Jul 163556 166947 ** Equity and bond neutral

Vehicle Exports Anfavea m/m Jul 23766 33512 ** Equity and bond neutral  
 

Financial Markets 
 

The table below highlights some of the indicators that we follow on a daily basis.  Again, the 

color coding is similar to the foreign news description above.  We will add a paragraph below if 

a certain move merits further explanation. 
 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 13 13 0 Down

3-mo T-bill yield (bps) 4 5 -1 Neutral

TED spread (bps) 9 8 1 Neutral

U.S. Libor/OIS spread (bps) 9 9 0 Up

10-yr T-note (%) 1.28 1.30 -0.02 down

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

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

Currencies Direction

dollar Flat Down

euro Flat Up

yen Flat Up

pound Up Up

franc Down Up  
 

Commodity Markets 
 

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

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

Brent $67.70 $70.70 -4.24% Global growth pessimism

WTI $65.18 $68.28 -4.54%  

Natural Gas $4.15 $4.14 0.29%  

Crack Spread $24.09 $24.10 -0.04%

12-mo strip crack $20.62 $20.88 -1.25%

Ethanol rack $2.42 $2.42 -0.12%

Gold $1,739.88 $1,763.03 -1.31%

Silver $23.84 $24.33 -2.03%

Copper contract $428.10 $434.80 -1.54%

Corn contract $553.00 $556.50 -0.63%

Wheat contract $715.25 $719.00 -0.52%

Soybeans contract $1,335.00 $1,336.75 -0.13%

Baltic Dry Freight 3,371            3,376            -5

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

virtually the entire country, with average temperatures only in the Southwest.  The forecast calls 

for wetter-than-normal conditions throughout most of the South, with dry conditions for the rest 

of the country.  There are two cyclone formations in the Atlantic, but they remain far off the 

coasts of the Leeward Islands. 
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Data Section 
 

U.S. Equity Markets – (as of 8/6/2021 close) 

 

  

0.0% 20.0% 40.0%

Consumer Staples
Utilities

Consumer Discretionary
Materials

Industrials
Healthcare

S&P 500
Technology

Communication Services
Real Estate

Financials
Energy

YTD Total Return

-1.0% 0.0% 1.0% 2.0% 3.0%

Consumer Discretionary

Real Estate

Technology

Healthcare

Utilities

Consumer Staples

Communication Services

S&P 500

Industrials

Energy

Materials

Financials

Prior Trading Day Total Return

(Source: Bloomberg) 
 

These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

of the year-to-date and prior trading day total return.  Sectors are ranked by total return; green 

indicating positive and red indicating negative return, along with the overall S&P 500 in black. 

These charts represent the new sectors following the 2018 sector reconfiguration.  
 

Asset Class Performance – (as of 8/6/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

Emerging Markets (local currency)

Emerging Markets ($)

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Value

Mid Cap

Large Cap

Growth

Commodities

Real Estate

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), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

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 

 

August 5, 2021 

 

0

5

10

15

20

25

30

70 80 90 00 10 20 30 40 50 60 70 80 90 00 10 20

4Q TRAILING P/E AVERAGE

-1 STANDARD DEVIATION +1 STANDARD DEVIATION

LONG-TERM TRAILING P/E

P
/E

Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 8/4/2021 = 23.5x

 
 

Based on our methodology,1 the current P/E is 23.5x, down 0.6x from last week.  Rising earnings 

and steady index values 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. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q4 and Q1) and two estimates (Q2 and Q3). 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. 


