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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 27, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

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

Apex 50 closed down 0.2%.  Chinese markets were higher, with the Shanghai Composite up 

0.6% from its prior close and the Shenzhen Composite up 0.1%.  U.S. equity index futures are 

signaling a higher open.  With 487 companies having reported, the S&P 500 Q2 2021 earnings 

stand at $52.70, higher than the $45.31 forecast for the quarter.  The forecast reflects a 60.0% 

increase from Q2 2020 earnings.  Thus far this quarter, 87.1% of the companies have reported 

earnings above forecast, while 11.3% 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 (8/26/2021): Oil prices snapped back this week as crude oil 

inventories declined.   

• Asset Allocation Q3 2021 Rebalance Presentation (8/26/2021): A video discussion of 

our asset allocation process, portfolio changes in Q3, and the macro environment 

• Asset Allocation Weekly (8/27/2021) (with associated podcast): we look at the 

composition of the FOMC and the history of monetary policy in past recoveries, 

focusing on job recoveries 

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

Globalization” 

 

Good morning! U.S. equity futures are signaling a higher open this morning. Our report begins 

with international news focusing on the two attacks at the Kabul airport on Thursday. We also 

cover U.S. economics and policy, including details about growing support for Fed tapering.  

China news follows, and we end with our pandemic coverage. 

 

International news:   

● Two explosions at the Kabul airport killed at least 90 Afghans and 13 U.S. servicemen. 

On Thursday, Islamic State claimed responsibility for the attack. The blast represents an 

escalation of tensions in the region and could further complicate President Biden's efforts 

to withdraw troops by the August 31 deadline. In response to the attack, President Biden 

has directed the Pentagon to target ISIS leadership and facilities. The incident highlights 

growing fears that the Taliban will not be able to control the competing factions within 
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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_26_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Aug_27_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.ft.com/content/817bfbaa-e62a-4cc9-b503-54d0a53dfc52
https://www.reuters.com/world/islamic-state-claims-responsibility-kabul-airport-attack-2021-08-26/
https://www.axios.com/biden-isis-taliban-afghanistan-hunt-attack-71acbba6-3bf1-4b8a-8fe8-24a9e25a9000.html
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the region after the U.S. has left. This could mean that Afghanistan will turn into another 

conflict zone in the Middle East. The attack has also put President Biden in a negative 

light as he has received flak for the hasty and chaotic exit from the region by the U.S. The 

controversy surrounding the Afghanistan withdrawal could hinder efforts from the Biden 

administration to pursue policy goals as it struggles to contain the political fallout. The 

president has already been forced to cancel and delay meetings, and Vice President 

Kamala Harris was forced to back out of the rally for Governor Newsom.  

○ In response to the turmoil, House Minority Leader Kevin McCarthy (R-CA) has 

called for House members to return to vote on delaying the U.S. troop withdrawal. 

If successful, the vote could force members of Congress to go on record as to 

whether they backed the extension and could be used for political fodder in future 

election campaigns. 

● The Brazil Supreme Court upheld the constitutionality of a law granting the central bank 

autonomy. The decision was likely favorable to investors who feared that President 

Bolsonaro would interfere with monetary policy. Bolsonaro has sought to rein in the 

central bank after its chief, Roberto Campos Neto, linked an increase in inflation 

expectations to political infighting.  

● The European Central Bank’s revised forward guidance received a lukewarm reception 

on Thursday after a few members dissented.  The dissidents were concerned that the new 

policy understates the risk of rising inflation and downplays the possibility of reversal. 

The ECB has stated that inflation will reach its 2% target prior to the bank's projected 

horizon. 

● Taiwan Semiconductor Manufacturing Co. (TSM, $118.10), the world’s largest contract 

chipmaker, is raising prices for its chips. The company announced that it will increase the 

price of its most advanced chips by 10% and its less advanced chips by 20%. The price 

change is expected to take place later this year or early next year.   

● The Cuban government announced that it will recognize and regulate cryptocurrencies 

for payments on the island. The change appears to address the country's need for 

remittances. The country has struggled to get dollars from abroad following stiffer 

embargo rules imposed by former President Trump. Crypto has been used to avoid 

sanctions imposed by the U.S.  

 

Economics and policy:  

● St. Louis Fed President James Bullard and Kansas City Fed President Esther George have 

come out in support of  reducing the pace of the Fed’s monthly purchases of  $120 of 

asset purchases. The Fed officials stated they believe the economy has made sufficient 

progress in its employment and inflation goals. In addition, the two have expressed 

concern over unintentional consequences of maintaining accommodative policy. As more 

Fed officials speak openly about monetary tightening, Fed Chair Powell will likely find it 

difficult to justify maintaining the Fed’s current policy path. 

● The Biden administration is considering renominating Fed Chair Powell to lead the Fed 

and nominating Lael Brainard as the Vice Chair for Supervision. 

● The rise in COVID-19 cases may have led to an exodus of workers from the labor 

market. According to a study by the Federal Reserve Bank of Kansas City, almost 60% of 

https://thehill.com/homenews/administration/569576-white-house-schedule-in-flux-in-aftermath-of-explosions-in
https://www.politico.com/news/2021/08/26/newsom-campaign-rally-harris-canceled-506965
https://thehill.com/policy/defense/569591-mccarthy-calls-for-returning-house-from-recess-to-vote-on-delaying-aug-31
https://www.bloomberg.com/news/articles/2021-08-26/brazil-s-top-court-upholds-central-bank-autonomy?srnd=fixed-income&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-08-26/brazil-s-top-court-upholds-central-bank-autonomy?srnd=fixed-income&sref=uIvt3NFS
https://www.ft.com/content/d48b43b8-b346-4f67-adae-b8b8031fd363
https://www.wsj.com/articles/worlds-largest-chip-maker-to-raise-prices-threatening-costlier-electronics-11629978308?mod=hp_lead_pos1
https://www.wsj.com/articles/worlds-largest-chip-maker-to-raise-prices-threatening-costlier-electronics-11629978308?mod=hp_lead_pos1
https://www.bloomberg.com/news/articles/2021-08-27/cuba-to-recognize-and-regulate-cryptocurrencies?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-08-27/cuba-to-recognize-and-regulate-cryptocurrencies?srnd=premium&sref=uIvt3NFS
https://www.cnbc.com/2021/08/26/bullard-says-the-fed-has-to-get-going-on-the-taper-may-need-to-get-aggressive-to-stop-inflation.html
https://www.marketwatch.com/story/feds-george-backs-tapering-bond-buys-sooner-rather-than-later-11629979374
https://www.bloomberg.com/news/articles/2021-08-27/biden-advisers-weigh-powell-as-fed-chair-brainard-as-vice-chair
https://www.bloomberg.com/news/articles/2021-08-27/biden-advisers-weigh-powell-as-fed-chair-brainard-as-vice-chair
https://www.bloomberg.com/news/articles/2021-08-26/latest-covid-surge-is-slowing-job-applications-fed-survey-shows?srnd=economics-vp&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-08-26/latest-covid-surge-is-slowing-job-applications-fed-survey-shows?srnd=economics-vp&sref=uIvt3NFS
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respondents to its August Manufacturing Survey said there has been a drop in the number 

of applicants per job since May. 

● The increase in Afghan evacuees has created a bottleneck at the Dulles International 

Airport as officials are struggling to vet the incoming refugees.  

● The U.S. Supreme Court ended the federal moratorium on residential evictions on 

Thursday. In its decision, the court ruled that if the moratorium were extended, it would 

need to be authorized by Congress.  

● Democrats are struggling to find a consensus on how to pay for President Biden’s 

spending agenda. Tax increases and the removal of subsidies are likely to create a divide 

between the progressives and moderates. Oil lobbyists have already seized the 

opportunity to push Democrats to keep the tax deduction that they receive in place. 

● Following the release of a new set of data produced by the Census Bureau, states are now 

pushing to count prisoners serving time as living at their listed home address. 

 

China:   

● U.S. special climate convoy John Kerry is expected to press Chinese leaders on their 

commitment to end the financing of coal-fired projects when he goes to China next week.  

● Chinese regulators plan to crack down on online celebrity fan culture as part of its 

campaign to rein in online influence. The internet watchdog will prevent websites from 

publishing popularity lists and curb the sale of celebrity merchandise. Chinese film star 

Zhao Wei has already been targeted by regulators. 

● China is expected to propose new rules that would ban companies with large amounts of 

consumer data from going public in the U.S. 

● In an attempt to control prices, China stated that it would sell 150,000 tons of metal from 

its reserve on September 1. The metals will include aluminum, zinc, and copper.  

 

COVID-19: The number of reported cases is 214,711,514 with 4,476,459 fatalities.  In the U.S., 

there are 38,387,116 confirmed cases with 633,591 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 434,582,185 doses of the vaccine have 

been distributed with 365,767,674 doses injected.  The number receiving at least one dose is 

202,961,676, while the number of second doses, which would grant the highest level of 

immunity, is 172,171,009.  The FT has a page on global vaccine distribution.   

● There have been at least 90,000 children in 19 states that have tested positive for COVID-

19 or have come into contact with someone that has tested positive.  

● Although the majority of fully vaccinated people in Britain have expressed a willingness 

to get the third booster shot, there is a noticeable faction that has expressed concern over 

the long-term effects of the vaccine.  

● New Zealand has extended lockdown measures as the Delta variant continues to spread 

throughout the country. 

https://www.wsj.com/articles/afghanistan-evacuation-effort-sparks-bottleneck-at-dulles-airport-11629997393
https://www.wsj.com/articles/afghanistan-evacuation-effort-sparks-bottleneck-at-dulles-airport-11629997393
https://www.reuters.com/world/us/us-supreme-court-ends-federal-residential-eviction-moratorium-2021-08-27/
https://www.bloomberg.com/news/articles/2021-08-27/tax-clash-tests-democratic-unity-on-biden-s-economic-agenda?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-08-27/tax-clash-tests-democratic-unity-on-biden-s-economic-agenda?srnd=premium&sref=uIvt3NFS
https://thehill.com/business-a-lobbying/business-a-lobbying/569583-oil-producers-push-democrats-to-preserve-key-drilling
https://thehill.com/homenews/campaign/569611-after-census-states-move-to-count-prisoners-at-home
https://www.wsj.com/articles/kerry-to-press-china-to-stop-financing-coal-fired-energy-projects-11630006062
https://www.wsj.com/articles/kerry-to-press-china-to-stop-financing-coal-fired-energy-projects-11630006062
https://www.reuters.com/world/china/china-crack-down-chaotic-online-fan-culture-2021-08-27/
https://www.bloomberg.com/news/articles/2021-08-27/top-chinese-star-zhao-wei-clipped-on-country-s-internet?sref=uIvt3NFS
https://www.wsj.com/articles/china-plans-to-ban-u-s-ipos-for-data-heavy-tech-firms-11630045061?mod=hp_lead_pos1
https://www.wsj.com/articles/china-plans-to-ban-u-s-ipos-for-data-heavy-tech-firms-11630045061?mod=hp_lead_pos1
https://news.yahoo.com/china-sell-150-000-tons-054514319.html
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
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://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://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://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://thehill.com/policy/healthcare/569565-at-least-90-thousand-students-have-had-to-quarantine-because-of-covid-19-so
https://thehill.com/policy/healthcare/569565-at-least-90-thousand-students-have-had-to-quarantine-because-of-covid-19-so
https://www.ft.com/content/d9bd14f6-e1dc-4b2b-ae9d-920422de757c
https://www.ft.com/content/d9bd14f6-e1dc-4b2b-ae9d-920422de757c
https://www.ft.com/content/d9bd14f6-e1dc-4b2b-ae9d-920422de757c
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● A peer-reviewed study published by the British Medical Journal claimed that people 

infected with COVID-19 suffered almost 200 times more excess incidents of blood 

clotting than those who received the first dose of the Oxford/AstraZeneca vaccine. 

● Denmark has declared that COVID-19 is under control and will drop all remaining 

pandemic-related restrictions in September.   

 

U.S. Economic Releases  
 

In today’s key economic release, July personal income rose by a seasonally adjusted 1.1%, 

smashing past both the expected increase of 0.3% and the revised June rise of 0.2%.  However, 

July personal consumption expenditures (PCE) only rose 0.3%, short of the anticipated increase 

of 0.4% and much slower than the revised gain of 1.1% in the prior month.  Compared with July 

2020, the volume of disposable (after-tax) income was up 2.7%, and the volume of PCE was up 

12.1%.  The chart below shows the annual change in disposable income and PCE since just 

before the previous recession. 
 

 
 

The personal income and spending report also includes an estimate of the personal savings rate, 

calculated as the amount not spent on goods and services as a share of disposable income.  The 

July savings rate rose to 9.6% from 8.8% in June.  The chart below shows how the savings rate 

has fluctuated since just before the previous recession. 
 

https://www.ft.com/content/d9bd14f6-e1dc-4b2b-ae9d-920422de757c
https://www.ft.com/content/d9bd14f6-e1dc-4b2b-ae9d-920422de757c
https://www.ft.com/content/d9bd14f6-e1dc-4b2b-ae9d-920422de757c
https://www.washingtonpost.com/world/europe/denmark-uk-variant-contagious-coronavirus-is-controlled/2021/02/10/1eadbd42-6b86-11eb-a66e-e27046e9e898_story.html
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Finally, the personal income and spending report includes the Fed’s preferred gauge of inflation.  

Excluding the volatile food and energy components, the July Core PCE Index was up 3.6% from 

one year earlier, matching both the expected increase and the revised rise in the year to June.  

The chart below shows the annual change in the Core PCE Index since just before the prior 

recession. 
 

 
 

In a separate report today, July’s advance merchandise trade balance showed a seasonally 

adjusted deficit of $86.4 billion.  That was significantly better than both the expected deficit of 

$90.9 billion and the revised shortfall of $92.1 billion in the previous month. 

 

The table below lists the economic releases and Fed events scheduled for the rest of the day. 
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EDT Indicator Expected Prior Rating

10:00 U. of Michigan Consumer Sentiment m/m Aug F 70.8 70.2 ***

10:00 U. of Michigan Current Conditions m/m Aug F 77.9 77.9 **

10:00 U. of Michigan Expectations m/m Aug F 65.4 65.2 **

10:00 U. of Michigan 1-Year Inflation Expectation m/m Aug F 4.6% 4.6% *

10:00 U. of Michigan 5-10 Year Inflation Expectation m/m Aug F 3.0% *

EST Speaker or event

10:00 Jerome Powell Speaks on Economic Outlook Chairman of Board of Governors of Federal Reserve

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. 
 

Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Tokyo CPI y/y Aug -0.4% -0.4% -0.3% *** Equity and bond neutral

Tokyo CPI Ex-Fresh Food y/y Aug 0.0% -0.3% -0.1% ** Equity and bond neutral

Tokyo CPI Ex-Fresh Food, Energy y/y Aug -0.1% -0.4% -0.2% * Equity and bond neutral

Australia Retail Sales m/m Jul -2.7% -1.8% -2.5% ** Equity and bond neutral

New Zealand ANZ Consumer Confidence Index m/m Aug 109.6 113.1 * Equity bearish, bond bullish

China Industrial Profits y/y Jul 16.4% 20.0% ** Equity bearish, bond bullish

EUROPE

Germany Import Price Index y/y Jul 15.0% 12.9% 13.8% * Equity and bond neutral

France Consumer Confidence Index m/m Aug 99.0 101.0 100.0 ** Equity and bond neutral

Italy Consumer Confidence Index m/m Aug 116.2 116.6 116.3 *** Equity and bond neutral

Manufacturing Confidence Index m/m Aug 113.4 115.2 115.0 *** Equity bearish, bond bullish

Economic Sentiment Index m/m Aug 114.2 115.9 ** Equity bearish, bond bullish

AMERICAS

Canada Industrial Product Price Index m/m Jul -0.4% 0.0% ** Equity and bond neutral

Raw Materials Price Index m/m Jul 2.2% 3.9% * Equity and bond neutral

Mexico Trade Balance m/m Jul -4062.9m 762.0m 33.4m ** Equity bearish, bond bullish

Brazil PPI Manufacturing m/m Jul 31.8% 32.9% * Equity and bond neutral

Outstanding Loans m/m Jul 4266b 4214b 4243b ** 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) 12 12 0 Down

3-mo T-bill yield (bps) 5 5 0 Neutral

TED spread (bps) 8 8 0 Neutral

U.S. Libor/OIS spread (bps) 8 9 -1 Up

10-yr T-note (%) 1.35 1.35 0.00 Down

Euribor/OIS spread (bps) -55 -55 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 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 $72.22 $71.07 1.62%

WTI $68.69 $67.42 1.88%

Natural Gas $4.27 $4.18 1.94%  

Crack Spread $20.18 $19.98 1.03%

12-mo strip crack $19.82 $19.71 0.59%

Ethanol rack $2.48 $2.47 0.11%

Gold $1,795.14 $1,792.43 0.15%

Silver $23.60 $23.56 0.15%

Copper contract $428.05 $425.95 0.49%

Corn contract $548.25 $550.75 -0.45%

Wheat contract $740.25 $739.25 0.14%

Soybeans contract $1,318.25 $1,326.25 -0.60%

Baltic Dry Freight 4,195            4,193            2

Actual Expected Difference

Crude (mb) -3.0 -2.0 -1.0

Gasoline (mb) 2.2 -1.1 3.3

Distillates (mb) 0.6 -0.9 1.5

Refinery run rates (%) 0.20% 0.10% 0.10%

Natural gas (bcf) 29.0 42.0 -13.0

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 the Midwest and the South, with cooler temperatures in the Northern Pacific and the 

northern tier states.  The forecast calls for wetter-than-normal conditions in the Midwest and 

Northeast.  Tropical Storm Ida is currently to the south of Cuba but is heading northwesterly; it is 

expected to hit the Louisiana coast on Monday.  There are also two cyclonic disturbances far out 

in the Atlantic Ocean. 
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Data Section 
 

U.S. Equity Markets – (as of 8/26/2021 close) 

 

  

0.0% 20.0% 40.0%

Consumer Staples
Utilities

Consumer Discretionary
Materials

Industrials
Healthcare

S&P 500
Technology

Communication Services
Real Estate

Energy
Financials

YTD Total Return

-2.0% -1.5% -1.0% -0.5% 0.0% 0.5%

Energy

Consumer Discretionary

Communication Services

Materials

Technology

S&P 500

Financials

Consumer Staples

Industrials

Healthcare

Utilities

Real Estate

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 8/26/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Emerging Markets ($)

Emerging Markets (local currency)

Cash

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Mid Cap

Value

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 as of 8/25/2021 = 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 three actual quarters (Q4, Q1 and Q2) and one estimate (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. 


