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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 24, 2021—9:30 AM EDT] Global equity markets are higher this morning.  In 

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

Apex 50 closed up 3.0%.  Chinese markets were higher, with the Shanghai Composite up 1.1% 

from its prior close and the Shenzhen Composite up 0.8%.  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 (8/23/2021): “Data and Geopolitics: Part II” 

• 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” 

 

In today’s Comment, we begin with the latest developments in Afghanistan. There are disturbing 

reports that evacuees reaching U.S. facilities in places like Doha are facing horrible conditions.  

We next review a range of other international and domestic news, including a discussion of how 

Chinese stocks are posting at least a short-term rebound after being pummeled by recent 

regulatory moves.  We wrap up with the latest on the coronavirus pandemic. 

 

Afghanistan:  At a virtual G7 meeting today, foreign leaders, including British Prime Minister 

Johnson and French President Macron, are expected to urge President Biden to negotiate with the 

Taliban for an extension of the U.S.-led military withdrawal, even though the Islamist group has 

said it will not accept any delay.  The British have been especially vocal in warning that the risk 

of attacks against troops and other evacuees will only increase as the current August 31 deadline 
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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_23_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/g-7-allies-to-press-u-s-to-extend-afghanistan-presence-11629801930?mod=hp_lead_pos7
https://www.ft.com/content/7c4cec3d-6c8a-4d7a-b273-0a0f82841e19
https://www.ft.com/content/7c4cec3d-6c8a-4d7a-b273-0a0f82841e19
https://www.ft.com/content/bde547a8-2900-417a-a3ea-96f0712d5211
https://www.ft.com/content/38838e4f-c55c-4504-9f5b-b7b7f8d904f8
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approaches.  If such attacks occur, the situation would become an even greater political debacle 

for Biden. 

• The U.S. military yesterday reported its biggest day of airlifts out of Afghanistan by far, 

with 28 U.S. flights taking more than 10,000 people out of the country in a 24-hour 

period. 

• Meanwhile, the U.K. has evacuated over 8,600 people since August 14, including around 

2,000 in the past 24 hours. British Defense Secretary Wallace said that if the airport were 

to close, the U.K. would continue to process refugee applications from Afghans if they 

could get out of the country by other means. 

• Meanwhile, new reports indicate that even when evacuees arrive at facilities such as the 

Al Udeid Air Base in Doha, the facilities are not prepared for them, leaving many in 

squalid, unsanitary conditions. 

 

China:  Chinese technology stocks continued their Monday rally by jumping further today, 

based partly on strong results and positive comments from JD.com (JD, 65.73).  Addressing 

Beijing’s tough regulatory crackdown on big, fast-growing tech firms, JD retail chief Xu Lei 

said, “We believe that the regulatory goals are conducive to JD’s long-term business growth. So 

far, our business maintains steady growth whilst committing to better compliance policies.”  

Other reports suggest Chinese officials may have made some conciliatory comments today in 

order to calm the markets. 

• All the same, we see multiple reasons to think Beijing’s clampdown is real, long-lasting, 

and likely to be quite extensive over the broad Chinese economy. 

• We continue to see growing regulatory risks not only for Chinese technology firms but 

for the even broader private sector.  Over time, the result will likely be slower economic 

growth, lower profitability, increased taxation for private firms and individuals, and less 

innovation. 

 

U.S. Fiscal Policy:  Democratic leaders in the House last night postponed a procedural vote that 

would allow the bipartisan, $1 trillion “hard” infrastructure bill and the Democrats’ $3.5 trillion 

antipoverty and climate proposal to move forward together.  They now plan to hold that vote 

today, although it remains unclear how the leadership will resolve the standoff between 

progressives, who want the bills to pass simultaneously, and moderates, who want to prioritize 

the hard infrastructure program. 

 

Mexico:  A Sunday night fire at a Pemex oil platform in the Gulf of Mexico has left five people 

dead and slashed the country’s oil output by almost a quarter.  According to the company, about 

420,000 barrels of daily oil output remained offline on Monday, which could help put some 

additional upward pressure on global oil prices this week. 

 

Commodity Markets:  While renewed optimism about Chinese growth prospects is boosting oil 

and industrial metals prices today, the extreme heat and drought in much of the U.S. are 

threatening crops and buoying agricultural prices.  Even though corn, wheat, and soybean prices 

remain lower than when they spiked in the spring, prolonged heat and dryness could well boost 

prices back toward those levels or even higher. 

https://www.axios.com/afghan-refugees-conditions-qatar-89cf31b7-3ff4-46f3-82e9-a6fc06494a2e.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.ft.com/content/3db58686-b052-4594-89fe-6029f553a57d
https://www.wsj.com/articles/democrats-near-showdown-on-infrastructure-bill-broader-spending-package-11629745295?mod=hp_lead_pos5
https://www.ft.com/content/338c5aca-833e-48cc-9479-b0d3a3b10968
https://www.wsj.com/articles/u-s-crops-wither-under-scorching-heat-11629797401?mod=hp_lead_pos2
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• North Dakota and Minnesota, in particular, are experiencing near-record lows in soil 

moisture, according to data from the National Oceanic and Atmospheric Administration. 

As a result, many crops planted this spring are wilting. About 63% of the U.S. spring 

wheat crop is in poor or very poor condition, versus 6% at this time last year, according 

to Agriculture Department data. 

 

COVID-19:  Official data show confirmed cases have risen to 212,686,320 worldwide, with 

4,444,735 deaths.  In the United States, confirmed cases rose to 37,941,620, with 629,564 deaths.  

Vaccine doses delivered in the U.S. now total 428,528,965, while the number of people who 

have received at least their first shot totals 201,718,587.  Finally, here is the interactive chart 

from the Financial Times that allows you to compare cases and deaths among countries, scaled 

by population.   

 

Virology 

• According to the latest CDC data, 60.8% of the U.S. population has now received at least 

one dose of a vaccine, and 51.5% of the population is fully vaccinated.   

• The FDA yesterday gave full approval for the use of the vaccine from Pfizer (PFE, 

$49.93) and BioNTech (BNTX, $382.10).  Full approval was seen by public health 

officials as a key step to convince hesitant individuals to get the shot and to encourage 

employers to mandate it.  Indeed, the move was quickly followed by announcements 

from the Pentagon, the New York City school district, and others that they would begin 

requiring vaccinations. 

o The prospect of reduced personal hesitancy and increased employer mandates 

raised hopes for faster vaccination progress and reduced infections, helping to 

boost stock prices yesterday. 

o Moderna (MRNA, $411.89), whose two-dose shot uses similar technology as the 

Pfizer-BioNTech vaccine, said it is still completing rolling data submissions to 

support its application for full approval.  Johnson & Johnson (JNJ, $177.61), 

which gained emergency authorization for its shot in February, said it plans to file 

for full approval later this year. 

• In Israel, lauded earlier this year for its mass vaccination campaign and success in fully 

inoculating at least 80% of its adults, the Delta variant continues to drive a new wave of 

infections and some “breakthrough” cases.  The experience underlines the fact that 

immunity from even the most effective vaccines wanes over time and will require booster 

shots. 

• The U.K. announced it ordered an additional 35 million doses of the vaccine from Pfizer 

and BioNTech for delivery next year.  That brings the U.K.’s total order for the vaccine 

to 135 million doses, as it prepares to give boosters as people’s initial immunity fades. 

• In Japan, the government plans to expand its state of emergency from Tokyo and 12 other 

areas to eight more prefectures as it looks to quell the country’s largest wave of 

infections.  The additional prefectures will come under the measure from this coming 

Friday through September 12. 

 

https://www.nytimes.com/live/2021/08/24/world/covid-delta-variant-vaccine?type=styln-live-updates&label=coronavirus%20updates&index=0
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.wsj.com/articles/fda-approves-pfizer-biontech-covid-19-vaccine-for-people-16-and-older-11629726322?mod=hp_lead_pos1
https://www.wsj.com/articles/fda-approves-pfizer-biontech-covid-19-vaccine-for-people-16-and-older-11629726322?mod=hp_lead_pos1
https://www.wsj.com/articles/new-york-city-mandates-covid-19-vaccines-for-all-teachers-and-staff-11629735410
https://www.wsj.com/articles/global-stock-markets-dow-update-08-23-2021-11629704446?mod=markets_lead_pos2
https://www.wsj.com/articles/global-stock-markets-dow-update-08-23-2021-11629704446?mod=markets_lead_pos2
https://www.ft.com/content/23cdbf8c-b5ef-4596-bb46-f510606ab556
https://www.ft.com/content/23cdbf8c-b5ef-4596-bb46-f510606ab556
https://www.ft.com/content/49ba5368-5aa5-4c07-b20f-6555c5cd886b
https://www.ft.com/content/49ba5368-5aa5-4c07-b20f-6555c5cd886b
https://www.japantimes.co.jp/news/2021/08/24/national/expansion-of-emergency/
https://www.japantimes.co.jp/news/2021/08/24/national/expansion-of-emergency/
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Economic and Financial Market Impacts 

• Pandemic-driven port shutdowns continue to limit the movement of goods out of China.  

In the latest development, delays in deliveries and goods shipments through China’s 

largest cargo airport are mounting.  New coronavirus infections have canceled flights and 

disrupted the customs-clearance process, resulting in higher air freight prices and more 

strain on recovering supply chains.  Even though operations are reportedly starting again 

at the port of Ningbo-Zhoushan, which was shut down on August 11 after discovering a 

single case of COVID-19, the new snarl could further prolong the supply shortages 

plaguing the global economy and pushing up inflation. 

• In Malaysia, which plays a key role in semiconductor packaging and testing, the surge in 

new infections and the resulting business shutdowns threaten to aggravate shortages of 

semiconductors and other components that have hammered automakers for months. 

 

U.S. Economic Releases  

 

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

economic releases and/or Fed events scheduled for the rest of the day. 

 

EDT Indicator Expected Prior Rating

10:00 Richmond Fed Manufact. Index m/m Aug 24 27 **

10:00 New Home Sales m/m Jul 697k 676k **

10:00 New Home Sales m/m Jul 3.1% -6.6% **

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. 
 

https://www.scmp.com/economy/china-economy/article/3146222/china-supply-chain-serious-backlog-cargo-expected-shanghai?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/economy/china-economy/article/3146222/china-supply-chain-serious-backlog-cargo-expected-shanghai?module=lead_hero_story&pgtype=homepage
https://www.japantimes.co.jp/news/2021/08/24/business/malaysia-chipmakers-coronavirus/
https://www.japantimes.co.jp/news/2021/08/24/business/malaysia-chipmakers-coronavirus/
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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Nationwide Dept 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

Supermarket Sales y/y Jul 4.6% 1.7% ** Equity bullish, bond bearish

New Zealand Retail Sales Ex Inflation q/q 2Q 3.3% 2.5% 2.5% *** Equity bullish, bond bearish

Australia ANZ Roy Morgan Consumer Confidence w/w 22-Aug 101.6 101.1 *** Equity and bond neutral

EUROPE

Germanay GDP SA q/q 2Q 1.6% 1.5% 1.5% *** Equity and bond neutral

Private Consumption q/q 2Q 3.2% -5.4% 4.0% ** Equity and bond neutral

Government Spending q/q 2Q 1.8% 0.2% 0.9% ** Equity bullish, bond bearish

Capital Investment q/q 2Q 0.5% 0.3% 1.4% ** Equity and bond neutral

AMERICAS

Brazil FGV CPI IPC-S w/w 22-Aug 0.8% 0.8% 0.7% *** Equity and bond neutral

Trade Balance Weekly w/w 22-Aug $1389m $1975m ** Equity and bond neutral

Mexico Retail Sales y/y Jun 17.7% 29.7% 20.4% ** Equity and bond neutral

Canada Bloomberg Nanos Confidence w/w 20-Aug 64.2 65.1 ** 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) 3 4 -1 Neutral

TED spread (bps) 10 9 1 Neutral

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

10-yr T-note (%) 1.26 1.25 0.01 Down

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

EUR/USD 3-mo swap (bps) 2 2 0 Down

Currencies Direction

dollar Up Down

euro Down Up

yen Down Up

pound Flat 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. 
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Price Prior Change Explanation

Brent $69.46 $68.75 1.03%

WTI $66.21 $65.64 0.87%

Natural Gas $3.92 $3.95 -0.76%  

Crack Spread $18.22 $18.14 0.45%

12-mo strip crack $18.74 $18.69 0.28%

Ethanol rack $2.45 $2.44 0.07%

Gold $1,802.58 $1,805.43 -0.16%

Silver $23.67 $23.63 0.19%

Copper contract $422.95 $422.10 0.20%

Corn contract $538.25 $535.50 0.51%

Wheat contract $728.25 $733.50 -0.72%

Soybeans contract $1,305.25 $1,292.75 0.97%

Baltic Dry Freight 4,092            3,976            116

Actual Expected Difference

Crude (mb) -2.0

Gasoline (mb) -1.1

Distillates (mb) -0.9

Refinery run rates (%) 0.10%

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 

 

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

throughout most of the country, with cooler temperatures in the Northern Pacific.  The forecast 

calls for wetter-than-normal conditions throughout the eastern half of the country and parts of the 

Southwest region, with dry conditions in the Northern Pacific region. Additionally, there are four 

tropical disturbances. On the East Coast, Tropical Depression Henri has been downgraded to a 

post-tropical cyclone, while deep in the Atlantic, there are three tropical disturbances, but they 

are not expected to develop into tropical storms. 
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Data Section 
 

U.S. Equity Markets – (as of 8/23/2021 close) 

 

  

0.0% 20.0% 40.0%
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Energy
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-2.0% 0.0% 2.0% 4.0%

Utilities

Consumer Staples

Real Estate

Healthcare

Industrials
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Materials

S&P 500

Communication Services

Consumer Discretionary

Technology

Energy

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 8/23/2021 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)

Mid Cap

Value

Commodities

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. 


