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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 23, 2021—9:30 AM EDT] Global equity markets are higher this morning.  In 

Europe, the EuroStoxx 50 is up 0.6% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 1.2%.  Chinese markets were higher, with the Shanghai Composite up 1.5% from 

its prior close and the Shenzhen Composite up 2.4%.  U.S. equity index futures are signaling a 

higher open.  With 476 companies having reported, the S&P 500 Q2 2021 earnings stand at 

$52.60, higher than the $45.31 forecast for the quarter.  The forecast reflects a 60.0% increase 

from Q2 2020 earnings.  Thus far this quarter, 86.8% of the companies have reported earnings 

above forecast, while 11.6% 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 (8/16/2021): “Data and Geopolitics: Part I” 

• Weekly Energy Update (8/19/2021): Oil prices continue to decline on fears over the 

pandemic and on expectations of rising OPEC+ production.   

• 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 (8/20/2021) (with associated podcast and chart book): we look at 

how the pandemic is affecting the labor market, particularly the impact of older 

Americans 

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

Globalization” 

 

Good morning and happy Monday!  Schools are reopening, and it’s a risk-on day today.  U.S. 

equity futures are higher, and gold and oil are rebounding as well.  The Fed’s meeting at Jackson 

Hole is this week, but like last year, the meeting will be virtual.  Our coverage begins with an 

active weekend for the weather.  Tennessee had heavy rain, and there was a tropical storm in 

New England.  An update on Afghanistan is next, followed by China news and the international 

roundup.  We then discuss economics and policy, and we close with pandemic coverage.   

 

Climate:  It was a busy weekend for extreme weather events.  Tennessee was hit with torrential 

rain over the weekend, with reports of 15” to 20” in some areas.  Flooding was widespread, as 

was the damage.  At least 22 people have died, and many more are missing.  Tropical Storm 

Henri slammed Rhode Island and other parts of New England over the weekend.  Hurricane 

Grace made landfall in Mexico as a category 3 storm; the storm caused at least eight fatalities.   

 

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_16_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_aug_19_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Aug_20_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/global-stock-markets-dow-update-08-23-2021-11629704446?st=0heqm09bn8ngtnt&reflink=desktopwebshare_permalink
https://www.reuters.com/business/feds-jackson-hole-conference-take-place-virtually-2021-08-20/
https://www.tennessean.com/story/news/2021/08/22/flooding-destroys-rural-middle-tennessee-towns-leaving-10-dead-and-dozen-missing/8234159002/
https://www.tennessean.com/story/news/2021/08/22/flooding-destroys-rural-middle-tennessee-towns-leaving-10-dead-and-dozen-missing/8234159002/
https://apnews.com/article/floods-tennessee-d35389e7d661cb1a225ae55af332022e
https://www.washingtonpost.com/weather/2021/08/22/hurricane-henri-live-updates/
https://www.washingtonpost.com/weather/2021/08/22/hurricane-henri-live-updates/
https://www.wsj.com/articles/henri-storm-path-tropical-weather-landfall-11629636916?st=jnzuq7o503oh93f&reflink=desktopwebshare_permalink
https://www.cnn.com/2021/08/21/weather/hurricane-grace-mexico-saturday/index.html
https://www.wsj.com/articles/hurricane-grace-leaves-at-least-eight-dead-in-mexico-11629575901?st=ve5jo1wvalrglqd&reflink=desktopwebshare_permalink
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 China:  Taiwan’s reliance on the U.S. for defense is a concern. 

• Lithuania has faced the ire of Beijing for allowing Taiwan to open a diplomatic mission 

in Vilnius.  China has retaliated by banning new food imports from Lithuania.   

• One worry for U.S. military planners is that Taiwan isn’t really preparing to resist a 

Chinese invasion.  Although the country has bought flashy military hardware from the 

U.S., it hasn’t actually hardened itself to make an invasion difficult.  Taiwan needs to 

build shore barriers, lay sea mines, and take similar measures to make an amphibious 

assault difficult.  Complicating matters is that Taiwan has gone to a volunteer military 

and is struggling to find recruits.  Taipei’s plan appears to be hoping the U.S. intervenes.  

Although we think the U.S. would (and we feel quite certain Japan would) take military 

action to defend Taiwan, it’s hard to sell that to the U.S. when Taiwan doesn’t appear 

willing to defend itself.   

• As China’s economy slows iron ore prices are falling fast.  Not only does a slowing 

economy need less iron, but Beijing is also pushing steel producers to use electric arc 

furnaces to make steel.  The feedstock is scrap and is less polluting.   

• As bitcoin mining leaves China, miners are returning to the U.S.   

Afghanistan:  Here is what we are following: 

• Disorder around the Kabul airport continues.  U.S. troops have reportedly expanded the 

security perimeter, but conditions remain chaotic.  The British military reports that at 

least seven Afghans have died due to stampedes.  There are growing concerns that 

Islamic State elements may begin attacking aircraft at the airport, pointing to the fact that 

the Taliban’s control is far from complete.  Six U.S. air carriers have been ordered to 

assist in transporting evacuees.  This action is part of the Civil Reserve Air Fleet, created 

as part of the Berlin Airlift in 1952.  The planes appear to be mostly ferrying evacuees to 

air bases for processing.   

• The U.S. may extend the deadline for troops to be out of Afghanistan past August 31.   

• The Taliban have reportedly contacted former officials, including Hamid Karzai and 

Abdullah Abdullah, to build an inclusive government.  It isn’t clear how this would work 

or why the Taliban is interested.  It could be that the group realizes its hold on the 

country is tenuous, or it might be to soften or avoid sanctions.  Even without clear 

sanctions, banks and other financial firms have been cautious about money transfers.  We 

note that northern Afghanistan, which held out against the Taliban the last time the group 

held power, appears to be building opposition again.   

• EU leaders have been meeting to discuss what to do about the almost certain flood of 

refugees that will occur because of the collapse of the Afghan government.  What is 

being revealed, yet again, is that the EU has no unified plan for refugees. 

Economics and policy:  Budget and infrastructure start to move through the House, and fears of 

peak growth are upon us. 

• Speaker Pelosi is preparing to move both the budget bills and the bipartisan infrastructure 

package.  A moderate bloc of nine representatives is demanding the bipartisan bill go 

https://www.baltictimes.com/beijing_stops_approving_new_permits_for_lithuanian_food_exports_to_china___service/?utm_source=POLITICO.EU&utm_campaign=f56c23f62f-EMAIL_CAMPAIGN_2021_08_23_04_27&utm_medium=email&utm_term=0_10959edeb5-f56c23f62f-190334489
https://www.ft.com/content/b0e3fa00-42af-4914-9323-38c75ac46d67
https://www.wsj.com/articles/iron-ore-prices-tank-as-chinas-steel-output-slows-11629711180?st=1gtq557n1zq9w1y&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/cryptocurrency-companies-are-leaving-china-in-great-mining-migration-11629624602?st=kfs5fopkajs3yvi&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/08/22/biden-extends-perimeter-kabul-airport-506537?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/08/22/biden-extends-perimeter-kabul-airport-506537?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/08/22/britain-afghanistan-kabul-airport-506517?utm_source=POLITICO.EU&utm_campaign=f56c23f62f-EMAIL_CAMPAIGN_2021_08_23_04_27&utm_medium=email&utm_term=0_10959edeb5-f56c23f62f-190334489
https://www.politico.com/news/2021/08/22/britain-afghanistan-kabul-airport-506517?utm_source=POLITICO.EU&utm_campaign=f56c23f62f-EMAIL_CAMPAIGN_2021_08_23_04_27&utm_medium=email&utm_term=0_10959edeb5-f56c23f62f-190334489
https://www.nytimes.com/2021/08/22/us/politics/isis-kabul-airport.html?smid=url-share
https://www.nytimes.com/2021/08/22/us/politics/isis-kabul-airport.html?smid=url-share
https://www.nytimes.com/live/2021/08/23/world/taliban-afghanistan-biden-news/afghan-refugees-commercial-airlines
https://www.nytimes.com/live/2021/08/23/world/taliban-afghanistan-biden-news/afghan-refugees-commercial-airlines
https://www.nytimes.com/2021/08/22/us/politics/isis-kabul-airport.html?smid=url-share
https://www.ft.com/content/0bcb4a2b-6447-47d0-8fed-1703338e63ee?emailId=61232adf8111270004d91fda&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.nytimes.com/2021/08/22/world/asia/afghanistan-taliban-biden-karzai.html?smid=url-share
https://www.reuters.com/world/uk/britain-calls-g7-meeting-tuesday-discuss-afghan-crisis-2021-08-22/
https://www.wsj.com/articles/u-s-banks-and-money-transfer-firms-tread-carefully-in-taliban-controlled-afghanistan-11629557127?st=zklgyipyfanuwpj&reflink=desktopwebshare_permalink
https://www.ft.com/content/80e98f12-8e3b-4bbf-903b-60ff5aa35373
https://www.politico.eu/article/afghanistan-migrants-europe-no-eu-refugee-plan/?utm_source=POLITICO.EU&utm_campaign=f56c23f62f-EMAIL_CAMPAIGN_2021_08_23_04_27&utm_medium=email&utm_term=0_10959edeb5-f56c23f62f-190334489
https://www.wsj.com/articles/pelosi-centrist-democrats-in-standoff-with-key-vote-ahead-11629630005?st=baf84x6izh5td3w&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/pelosi-centrist-democrats-in-standoff-with-key-vote-ahead-11629630005?st=baf84x6izh5td3w&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/opinions/2021/08/22/reconciliation-can-wait-lets-do-infrastructure-first/
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first; this plan is opposed by the populists, who fear that the budget will fail to pass in its 

current form, and thus, spending goals will fail.  Pelosi usually wins out on these things, 

but so far, the moderates are holding tight.  Our expectation is that both will eventually 

pass, but the current budget of $3.5 trillion won’t make it through in its current form; we 

expect something closer to $2.0 trillion. 

• Economic data continue to come in strong but are weaker than expected.  This 

development is leading economists and strategists to suggest we have already seen peak 

growth.   

• Logistical snarls continue, and there are growing worries that there may not be enough 

container ships to meet demand.  Supply constraints tend to trigger inflation, and this sort 

of inflation is difficult to address.  Policymakers, in the short run, can usually only affect 

demand, so they are forced to tighten policy, effectively taking spending power away 

from firms and households as prices rise.  In the longer run, deregulation can increase 

available supply, but with a rather long lag.   

o The U.K. continues to deal with a severe chicken shortage.  One chain restaurant 

in the country was forced to close 50 shops due to the lack of product.   

o U.S. supermarkets report that supplies have become sporadic, leading to shortages 

and uncertainty of supply.   

• The Arizona election audit is due today.  Although we expect it to generate a lot of 

headlines, any real action (recalls, new elections) must first pass through the courts, 

where the veracity of the audit will face tests.   

International roundup:  Sweden’s PM is stepping down, and Merkel met with the leader of 

Ukraine.   

• Sweden’s PM announced he is stepping down in November.  Stefan Löfven, who lost a 

no-confidence vote in June only to form a new government in July, has decided he has 

had enough.  His decision has increased political turmoil in the country.  Sweden must 

hold elections by September 2022. 

• Chancellor Merkel met with Ukraine’s leader over the weekend.  The latter is still 

unhappy with Germany’s decision to support and complete the Nord Stream 2 pipeline.  

Merkel tried to assure President Zelensky that Russia won’t be able to use the pipeline as 

a weapon against Ukraine, but we doubt Kiev believes that.   

• Meanwhile, the CDU/CSU continues to languish in the polls.  The SDP continues to 

surge; although the average still shows the conservatives holding a majority, individual 

polls show the SDU tied with the CDU/CSU.   

COVID-19:  The number of reported cases is 211,925,410, with 4,433,615 fatalities.  In the 

U.S., there are 37,711,989 confirmed cases with 628,504 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 428,531,345 doses of the vaccine 

have been distributed, with 362,657,771 doses injected.  The number receiving at least one dose 

is 201,425,785, while the number receiving second doses, which would grant the highest level of 

https://www.washingtonpost.com/opinions/2021/08/22/reconciliation-can-wait-lets-do-infrastructure-first/
https://twitter.com/heatherscope/status/1429262163097567232
https://www.ft.com/content/f8eaf88b-53f8-4b7f-a110-dcc5ad767c8c
https://www.ft.com/content/90cf1470-8999-4a7e-8390-441305139928
https://www.nytimes.com/2021/08/20/world/europe/nandos-chicken-shortage-closures-britain.html?smid=url-share
https://www.wsj.com/articles/why-you-cant-find-everything-you-want-at-grocery-stores-11629633601?st=1wjiz4a60ilqmm7&reflink=desktopwebshare_permalink
https://www.cnn.com/2021/08/22/politics/arizona-audit-report/index.html
https://www.politico.eu/article/swedish-pm-stefan-lofven-to-resign-in-november/?utm_source=POLITICO.EU&utm_campaign=f56c23f62f-EMAIL_CAMPAIGN_2021_08_23_04_27&utm_medium=email&utm_term=0_10959edeb5-f56c23f62f-190334489
https://www.ft.com/content/cb3c2fd6-ab70-4db0-af71-48fb34c4667d?emailId=61232adf8111270004d91fda&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.politico.eu/article/ukraine-insists-nord-stream-2-is-dangerous-despite-german-reassurances/?utm_source=POLITICO.EU&utm_campaign=f56c23f62f-EMAIL_CAMPAIGN_2021_08_23_04_27&utm_medium=email&utm_term=0_10959edeb5-f56c23f62f-190334489
https://www.politico.eu/article/ukraine-insists-nord-stream-2-is-dangerous-despite-german-reassurances/?utm_source=POLITICO.EU&utm_campaign=f56c23f62f-EMAIL_CAMPAIGN_2021_08_23_04_27&utm_medium=email&utm_term=0_10959edeb5-f56c23f62f-190334489
https://www.politico.eu/article/six-questions-looming-over-the-nord-stream-2-pipeline/?utm_source=POLITICO.EU&utm_campaign=f56c23f62f-EMAIL_CAMPAIGN_2021_08_23_04_27&utm_medium=email&utm_term=0_10959edeb5-f56c23f62f-190334489
https://www.ft.com/content/8193f5f8-ff67-4dd8-8368-5bb13bfa8a83?segmentId=98583035-ac35-a0ba-ed44-378e53f8caec
https://www.ft.com/content/8193f5f8-ff67-4dd8-8368-5bb13bfa8a83?segmentId=98583035-ac35-a0ba-ed44-378e53f8caec
https://www.politico.eu/europe-poll-of-polls/germany/
https://www.politico.eu/article/angela-merkel-cdu-csu-germany-armin-laschet-hit-record-low-in-poll-election/?utm_source=POLITICO.EU&utm_campaign=f56c23f62f-EMAIL_CAMPAIGN_2021_08_23_04_27&utm_medium=email&utm_term=0_10959edeb5-f56c23f62f-190334489
https://www.nytimes.com/live/2021/08/22/world/covid-delta-variant-vaccine?campaign_id=51&emc=edit_mbe_20210823&instance_id=38583&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=66977&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
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
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immunity, is 170,821,621.  For the population older than 18, 62.4% of the population has been 

vaccinated.  The FT has a page on global vaccine distribution.   

• In this most recent wave of infections, the affected population has tended to be younger, 

with more children being hospitalized.  Breakthrough infections are becoming more 

common, although the majority of those hospitalized are unvaccinated.  The Gulf Coast 

is being especially hard hit, straining medical resources.   

• As cases rise, companies are returning to work from home arrangements.  The longer 

such arrangements are in place, the more likely they will become lasting.   

• Britain is starting an antibody surveillance program; the goal is to see how long 

antibodies last, what impact breakthrough infections have on antibodies, and determine 

how long natural immunity lasts.   

• Israel is starting a vaccine booster program due to rising infection rates.   

• Jesse Jackson and his wife have been hospitalized with COVID-19. 

 

U.S. Economic Releases  
 

In the only major economic release so far today, the Chicago FRB said its July National Activity 

Index came in at a seasonally adjusted +0.53, well above expectations of +0.12.  The previous 

report was revised downward from +0.09 to -0.01.  The chart below shows the six-month 

moving average of the Chicago Fed National Activity Index. 

 

-4

-3

-2

-1

0

1

2

3

-4 

-3 

-2 

-1 

0 

1 

2 

3 

70 75 80 85 90 95 00 05 10 15 20

CFNAI, 6-mo Avg Recession Point

CHICAGO FRB NATIONAL ACTIVITY INDEX

IN
D

E
X

 (6
 M

O
 A

V
G

)

Sources:  Chicago FRB, CIM

LATEST DATA +0.207

 
 

The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 
 

https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.wsj.com/articles/in-los-angeles-this-covid-19-surge-is-different-from-earlier-outbreaks-11629558004?st=hrybnb2i9zh5giv&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/more-kids-are-hospitalized-with-covid-19-and-doctors-fear-it-will-get-worse-11629624602?st=dlxqusj3s17zlap&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/08/22/world/covid-delta-variant-vaccine/covid-cases-overwhelm-the-gulf-coast-leaving-region-with-no-icu-beds
https://www.nytimes.com/live/2021/08/22/world/covid-delta-variant-vaccine/covid-cases-overwhelm-the-gulf-coast-leaving-region-with-no-icu-beds
https://www.politico.com/news/2021/08/23/health-worker-crunch-delta-variant-506484?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.wsj.com/articles/remote-work-may-now-last-for-two-years-worrying-some-bosses-11629624605?st=vr91p7imngtlwyo&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/08/21/world/covid-delta-variant-vaccine/uk-covid-antibody-surveillance
https://www.ft.com/content/23cdbf8c-b5ef-4596-bb46-f510606ab556
https://www.nytimes.com/2021/08/21/us/jesse-jackson-wife-hospitalized-covid-19.html
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EDT Indicator Expected Prior Rating

9:45 Markit Manufacturing PMI m/m Aug P 62.5 63.4 ***

9:45 Markit Services PMI m/m Aug P 59.2 59.9 **

9:45 Market Composite PMI m/m Aug P 59.9 **

10:00 Existing Home Sales m/m Jul 5.83m 5.86m ***

10:00 Existing Home Sales MoM m/m Jul -0.5% 1.4% *

Economic Releases

Fed Speakers or Events

No Fed speakers or events today  
 

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. 
 

Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Jibun Bank Manufacturing PMI m/m Aug 52.4 53.0 *** Equity and bond neutral

Jibun Bank Services PMI m/m Aug 43.5 47.4 ** Equity bearish, bond bullish

Jibun Bank Composite PMI m/m Aug 45.9 48.8 ** Equity bearish, bond bullish

Nationwide Dept Store Sales y/y Jul 4.2% -1.6% ** Equity bullish, bond bearish

Tokyo Dept Store Sales y/y Jul 8.0% 3.7% * Equity bullish, bond bearish

Australia Markit Manufacturing PMI m/m Aug 51.7 56.9 *** Equity bearish, bond bullish

Markit Services PMI m/m Aug 43.3 44.2 ** Equity bearish, bond bullish

Markit Composite PMI m/m Aug 43.5 45.2 ** Equity bearish, bond bullish

EUROPE

Eurozone Markit Manufacturing PMI m/m Aug 61.5 62.8 62.0 *** Equity and bond neutral

Markit Services PMI m/m Aug 59.7 59.8 59.5 ** Equity and bond neutral

Markit Composite PMI m/m Aug 59.5 60.2 59.6 ** Equity and bond neutral

Germany Markit Manufacturing PMI m/m Aug 62.7 65.9 65.0 *** Equity and bond neutral

Markit Services PMI m/m Aug 61.5 61.8 61.0 ** Equity and bond neutral

Markit Composite PMI m/m Aug 60.6 62.4 62.0 ** Equity and bond neutral

France Markit Manufacturing PMI m/m Aug 57.3 58.0 57.2 *** Equity and bond neutral

Markit Services PMI m/m Aug 56.4 56.8 56.3 ** Equity and bond neutral

Markit Composite PMI m/m Aug 55.9 56.6 56.1 ** Equity and bond neutral

UK Markit Manufacturing PMI m/m Aug 60.1 60.4 59.5 *** Equity and bond neutral

Markit Services PMI m/m Aug 55.5 59.6 59.1 ** Equity bearish, bond bullish

Markit Composite PMI m/m Aug 55.3 59.2 58.7 ** Equity and bond neutral

Switzerland Money Supply M3 y/y Jul 3.4% 3.5% * Equity and bond neutral  
 

 

Financial Markets 
 

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

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

a certain move merits further explanation. 
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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 1.26 0.02 down

Euribor/OIS spread (bps) -55 -55 0 Neutral

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

Currencies Direction

dollar Down Down

euro Up Up

yen Down Up

pound Up Up

franc Flat Up  
 

Commodity Markets 
 

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

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

 
Price Prior Change Explanation

Brent $67.40 $65.18 3.41% Short Covering

WTI $64.22 $62.14 3.35%

Natural Gas $3.91 $3.85 1.56%  

Crack Spread $17.29 $20.82 -16.95%

12-mo strip crack $18.08 $17.99 0.49%

Ethanol rack $2.44 $2.45 -0.27%

Gold $1,787.55 $1,781.11 0.36%

Silver $23.39 $23.03 1.59%

Copper contract $420.35 $412.30 1.95%

Corn contract $540.75 $537.00 0.70%

Wheat contract $739.25 $728.25 1.51%

Soybeans contract $1,307.25 $1,290.75 1.28%

Baltic Dry Freight 4,092            3,976            116

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

throughout the entire western half of the nation and the Deep South, with cooler-than-normal 

temperatures in the Mid-Atlantic and New England regions.  The forecast calls for wetter-than-

normal conditions throughout the East Coast, with dry conditions in the Rocky Mountains, 

Texas, and the Great Lakes region. Additionally, there are two tropical disturbances. On the East 

Coast, Hurricane Henri has been downgraded to a tropical depression, while deep in the Atlantic, 

there is a formation of a tropical disturbance. 
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Data Section 
 

U.S. Equity Markets – (as of 8/20/2021 close) 
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Energy

Industrials
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Utilities

Technology

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 8/20/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

Emerging Markets ($)

Emerging Markets (local currency)

US Government Bond

US Corporate Bond

Cash

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Commodities

Mid Cap

Value

Large Cap

Growth

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 19, 2021 
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P/E as of 8/18/2021 = 23.5x

 
 

Based on our methodology,1 the current P/E is 23.5x, unchanged from last week.   

 
 

 

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

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

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

 
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. 


