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

Europe, the EuroStoxx 50 is up 0.2% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 0.7%.  Chinese markets were higher, with the Shanghai Composite up 0.2% from its 

prior close and the Shenzhen Composite up 0.1%.  U.S. equity index futures are signaling a flat 

open.  With 489 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 11.2% 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 and happy Monday, the last one of August.  U.S. equity futures are modestly 

higher this morning after Friday’s rally.  Our coverage begins with Hurricane Ida.  We then 

discuss Chair Powell’s Jackson Hole speech, followed by Afghanistan news.  Our category 

coverage begins with China as Beijing continues its broad crackdown.  Economics and policy 

come next, with legislation and supply chains being the primary concerns.  Our international 

roundup follows, and we close with pandemic coverage. 

 

Ida:  Ida moved onshore over the weekend, battering Louisiana, leaving nearly a million 

customers without power.  New Orleans was hit especially hard.  Much of the oil and gas 

production in the Gulf of Mexico has been halted.  The storm, which landed on the 16th 

anniversary of Katrina, was a strong one, actually reversing the flow of the Mississippi 

temporarily.  Oil and gas wells in the Gulf will begin returning to production, likely by mid-
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week.  It may take a week or so for refineries to assess the damage and restart production.  

Currently, about 9% of U.S. refining capacity has been shut in.  Although product inventories are 

adequate, which suggests this event probably won’t lead to significant price hikes, that is only 

true if refining returns quickly.  If damage is severe, we may see a hike in gasoline and diesel 

prices that lasts a few weeks.  We note that oil prices are lower this morning.   

 

Powell:  Powell’s speech at the virtual Jackson Hole summit hit all the right notes.  He 

acknowledged that inflation has hit the Fed’s target and employment was close to the 

“substantial progress” threshold.  It looks like tapering will commence before year’s end.  He 

was successful in separating tapering from rate hikes, and that led to a “usual suspects” rally in 

financial markets.  Equities, commodities, bonds, and gold rallied while the dollar slumped.  

Powell made his case that inflation should not become persistent and still offered policy support 

to the economy.  Although reducing the balance sheet will have some impact on financial 

markets, separating tapering from rate hikes is important.   

 

Ben Bernanke reportedly said that “QE works in practice but doesn’t seem to work in theory.”  

We tend to agree.  It appears that balance sheet expansion does quell financial stress, but tying 

QE to actual changes in the economy is difficult.  We think its greatest power is as a signaling 

device.  By engaging in balance sheet expansion, the Fed signals it is running policy 

accommodation.  Bernanke’s failure was that by tapering, the markets believed actual rate hikes 

were coming next.  Powell, at least so far, has the markets believing that rate hikes won’t occur 

quickly, and thus, the negative impact of tapering is dampened.  Obviously, the initial market 

reaction doesn’t mean the die is cast; having a lead early doesn’t guarantee victory.1  However, if 

the market action seen on Friday persists, it would look to us that Powell is a lock for 

renomination.  

 

Afghanistan:  Tomorrow is the exit day for American troops. 

• The administration has shared the names of Afghan allies, green card holders, and 

American citizens with the Taliban.  The idea is that sharing this information will 

expedite the remaining evacuees.  The obvious downside is that it provides a list to 

terrorists who can use it to capture/kidnap/kill people on the list.  Providing the list 

suggests the U.S. feels it cannot find or protect these people without the cooperation of 

the Taliban.  Although it is likely the U.S. secured cooperation with the leadership of the 

Taliban, the group is loosely knit, and the chance of this list getting into the hands of 

someone wanting to use it for nefarious reasons is elevated.  If the list leads to a bad 

outcome, the risk of blowback is high. 

• The U.S. launched a drone strike on a suspected suicide bomber in Kabul, this time a car 

bomb.  Terrorists launched rockets aimed at the Kabul airport; these were neutralized by 

American anti-missile systems.   

• History shows that refugee inflows are not universally popular.  Criticism of Afghan 

resettlement in the U.S. will be no exception.   

 
1 as exhibited by a recent Pirate win over the Cardinals. 

https://www.federalreserve.gov/newsevents/speech/powell20210827a.htm
https://www.ft.com/content/f1b08dc7-c4dd-405e-af3f-1045ecf77d40?emailId=6128eeca38f95600049fdfa4&segmentId=3d08be62-315f-7330-5bbd-af33dc531acb
https://www.wsj.com/articles/powell-says-fed-could-start-scaling-back-stimulus-this-year-11630072789?st=xww94t7gkkjdjve&reflink=desktopwebshare_permalink
https://www.ft.com/content/ced45222-f266-4d48-b754-e960e8581c94
https://www.politico.com/news/2021/08/26/us-officials-provided-taliban-with-names-of-americans-afghan-allies-to-evacuate-506957?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/08/26/us-officials-provided-taliban-with-names-of-americans-afghan-allies-to-evacuate-506957?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/08/29/us-airstrike-suicide-bomber-airport-507211?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.ft.com/content/a60082b4-b48a-46fc-ab81-68a7628ff4f4?emailId=612c630663d0640004d5743a&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.nytimes.com/2021/08/29/us/politics/us-strike-kabul-airport.html?smid=url-share
https://www.nytimes.com/2021/08/29/us/politics/us-strike-kabul-airport.html?smid=url-share
https://www.nytimes.com/2021/08/30/world/us-rockets-kabul-airport.html?smid=url-share
https://www.nytimes.com/2021/08/30/world/us-rockets-kabul-airport.html?smid=url-share
https://www.politico.com/news/2021/08/30/biden-afghanistan-refugee-backlash-507399?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/08/30/biden-afghanistan-refugee-backlash-507399?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://pittsburgh.cbslocal.com/2021/08/27/pirates-rally-to-beat-cardinals/
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• At the U.N., France and the U.K. are planning to propose the creation of a Kabul safe 

zone at the airport.  The goal is to allow those who wish to leave a safe exit.  Ninety 

nations have shown support for the proposal.  Although skepticism is high, the Taliban 

leadership has indicated it will support safe passage.  This proposal comes as the last of 

NATO troops prepare to leave tomorrow. 

China:  Beijing is becoming increasingly restrictive, hitting celebrities and big tech alike. 

• The CPC has been steadily expanding its reach into economic relationships.  Now it is 

moving to the social lives of the Chinese as well.  The party has silenced a number of 

celebrities, removing them from social media.  The narrative is that these individuals are 

corrupting the youth of China by encouraging improper behavior.  We suspect it has 

more to do with being an influence outside the CPC, something increasingly restricted in 

Xi’s China.  

• On the technology front: 

o Last week, we noted the concept of “tertiary distribution,” which seems to be that 

the wealthy are willingly give up some of their largess to help society.  This idea 

appears to be gathering momentum.  One of the goals of totalitarianism is to get 

people to do things “willingly” instead of through direct coercion.  Current 

“donors” really don’t know how much is “enough,” meaning the pressure to 

donate more will be difficult to resist.  This press of redistribution is a threat to 

the luxury industry. 

o A concern surrounding social media and other related technologies is that they 

tend to operate using algorithms.  The primary goal is to police the sites without 

direct human intervention; it’s cheaper to automate the process.  In addition, the 

process is characterized as fair because a machine, not a person, is making the 

decision.  However, humans write the code, and their biases are embedded in the 

process.  The government is creating new rules to manage these algorithms.   

o The courts are telling the tech companies that the “996”’ culture of work2 is only 

legal with extra compensation.   

• The crackdown on corruption continues.  The latest to be arrested is Dong Hong, a 

former aide to Wang Qishan.  Dong was a member of the Central Commission for 

Discipline Inspection, the chief anti-corruption element of the bureaucracy.  He is 

accused of taking more than $70 million in bribes over two decades as a public servant.   

• Evergrande, the troubled property developer (EGRNF, USD, 0.57), continues to sell 

assets in an attempt to stave off bankruptcy.  The company has $300 billion in debt to 

various creditors and is trying to sell assets to reduce its exposure.  However, as the 

company tries to sell assets, valuations are falling as buyers seek discounts.  Beijing’s 

crackdown on excessive borrowing in this sector is starting to affect the broader financial 

system.   

o China’s security regulator is planning a broader crackdown on some investment 

products. 

 
2 9:00 am to 9:00 pm six days per week. 

https://www.politico.eu/article/kabul-airport-safe-zone-propose-uk-france-emmanuel-macron/?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.politico.eu/article/kabul-airport-safe-zone-propose-uk-france-emmanuel-macron/?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.gov.uk/government/news/joint-statement-on-afghanistan-safe-passage?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.gov.uk/government/news/joint-statement-on-afghanistan-safe-passage?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.theguardian.com/world/2021/aug/29/taliban-assure-world-leaders-they-will-let-eligible-people-leave-afghanistan?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.theguardian.com/world/2021/aug/29/taliban-assure-world-leaders-they-will-let-eligible-people-leave-afghanistan?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.nytimes.com/2021/08/27/business/media/china-celebrity-culture.html?smid=url-share
https://www.nytimes.com/2021/08/27/business/media/china-celebrity-culture.html?smid=url-share
https://www.reuters.com/world/china/china-crack-down-chaotic-online-fan-culture-2021-08-27/
https://www.ft.com/content/c89594c1-1d85-4dda-9e67-55c775bd6c9a?emailId=612c630663d0640004d5743a&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/c89594c1-1d85-4dda-9e67-55c775bd6c9a?emailId=612c630663d0640004d5743a&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/4cf59a34-cd03-48a1-b5d0-0c71922ef9b3?emailId=612c630663d0640004d5743a&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/4cf59a34-cd03-48a1-b5d0-0c71922ef9b3?emailId=612c630663d0640004d5743a&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.scmp.com/tech/big-tech/article/3146680/beijing-drafts-new-rules-tame-recommendation-algorithms-latest-push?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3146680
https://www.scmp.com/tech/tech-trends/article/3146662/big-techs-excessive-996-overwork-culture-china-illegal-without?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3146662
https://www.scmp.com/tech/tech-trends/article/3146662/big-techs-excessive-996-overwork-culture-china-illegal-without?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3146662
https://www.scmp.com/news/china/politics/article/3146619/china-charges-former-top-corruption-inspector-taking-us71?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3146619
https://businesshala.com/evergrande-fire-sale-is-just-getting-started-as-debt-woes-mount/
https://businesshala.com/evergrande-fire-sale-is-just-getting-started-as-debt-woes-mount/
https://www.reuters.com/world/china/chinas-property-crackdown-stalks-credit-markets-2021-08-26/
https://www.reuters.com/world/china/chinas-property-crackdown-stalks-credit-markets-2021-08-26/
https://finance.yahoo.com/news/china-tightens-scrutiny-9-3-061651213.html
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• A Chicago Council on Global Affairs poll shows that half of Americans favor defending 

Taiwan if the island is invaded.  Another poll shows South Koreans dislike China more 

than they dislike Japan (which is remarkable).   

• We recently remarked that China and Israel have been increasing their economic ties.  

Israel does have a strong security industry, and China has apparently been an avid buyer 

of the software and hardware produced by Israel.   

• For the first time under this president, the Pentagon is holding talks with the Chinese 

military.   

• Beijing has forced steelmakers to curtail production for environmental reasons.  There is 

uncertainty over how long this policy will remain in place.  In the past, the leadership 

tended to “blink” as economic growth declined.  The production drop has tanked iron ore 

prices.   

Economics and policy:  The debt ceiling, money market regulation, and corporate taxes lead our 

coverage. 

• We continue to watch the path of legislation.  Of growing concern is the debt ceiling, 

where the Democrats are planning separate legislation to raise the limit, while the GOP 

says it won’t support it without spending cuts.  The Democrats could wrap the increase 

into the budget but want GOP participation to prevent the issue from being used in the 

midterm campaigns.  The risk is that we have another government shutdown.   

• Although there has been a great focus on China’s crackdown on big tech, Washington 

isn’t sitting idle.  The major U.S. firms are facing a myriad of regulatory threats.   

• Money markets remain a major area of concern for regulators.  They were part of the last 

two financial crises and essentially failed in 2008.  Since then, regulators have been 

trying to devise regulations that will make them safe and yet profitable enough to remain 

in business.  We remain skeptical that this can be accomplished; the best outcome would 

be for these funds to no longer be seen as cash equivalents, and thus, “break the buck” on 

occasion.  The industry likely fears that this outcome would reduce their assets.   

• Part of the current budget proposal has a series of changes to corporate taxes.  One of 

them attempts to equalize taxes across the G-30 by setting a minimum tax rate.  

Moderates in the House are worried that the measures may be too extreme and will put 

American businesses at a disadvantage.  If these concerns are addressed, it may reduce 

the revenue raised in the budget and either trigger larger deficits or require higher 

revenue raises in other areas.   

• Evictions are likely to start as the Supreme Court disallowed the most recent eviction 

extension.  Sadly, billions of dollars have not been distributed by state and local 

governments, which would have averted this outcome.   

• In our recent research, we noted that the youngest and oldest workers have been the 

slowest to return to work.  The oldest probably aren’t going back, as they have moved 

into retirement.  The youngest almost certainly will, but it may be a while as this group is 

reportedly reassessing career paths, and some are opting for new directions.   

https://www.thechicagocouncil.org/research/public-opinion-survey/first-time-half-americans-favor-defending-taiwan-if-china-invades
https://www.thechicagocouncil.org/research/public-opinion-survey/first-time-half-americans-favor-defending-taiwan-if-china-invades
https://www.nytimes.com/2021/08/20/world/asia/korea-china-election-young-voters.html?smid=url-share
https://www.nytimes.com/2021/08/20/world/asia/korea-china-election-young-voters.html?smid=url-share
https://theintercept.com/2021/08/26/cellebrite-china-cellphone-hack/
https://www.reuters.com/world/exclusive-pentagon-holds-talks-with-chinese-military-first-time-under-biden-2021-08-28/
https://www.reuters.com/world/exclusive-pentagon-holds-talks-with-chinese-military-first-time-under-biden-2021-08-28/
https://www.wsj.com/articles/china-curbs-steel-output-but-familiar-economic-pressures-test-its-mettle-11630234801?st=w03mtx91elej7gj&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/08/30/democrats-debt-showdown-looms-507301?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.axios.com/antitrust-big-tech-apple-google-amazon-facebook-2e619cf6-2fd9-48be-bc72-0e36cb7fdcfb.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/firms-wary-as-money-market-rule-changes-studied-after-covid-19-run-11630056602?st=hosk4wp8rgg1l8r&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/08/28/taxing-companies-overseas-profits-democrats-507009
https://www.wsj.com/articles/renters-prepare-for-eviction-after-supreme-court-ruling-11630102006?st=cs799sfupnhtbdp&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/these-millennials-are-dumping-their-jobs-to-plot-new-careers-11630296060?st=haj0bwkv7jlwuj6&reflink=desktopwebshare_permalink
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• It’s not that there aren’t ample supplies of aluminum in the world; it sits in Asia, and the 

need is in the Western hemisphere and Europe.  The problem is that shipping capacity to 

move the metal is lacking, sending aluminum prices soaring.   

• The SEC is reviewing the game aspects of stock trading apps. 

• Although the broader data doesn’t confirm the anecdotes, there is evidence that there is a 

growing level of unfinished inventory as manufacturers await parts to complete products.  

We also hear reports that homebuilders are putting in used appliances to complete homes 

with the promise of replacing them when the new products arrive (word to the wise—get 

it in writing!).  

• The global supply chain continues to face disruptions.  The latest area of concern is 

Vietnam.  A jump in COVID-19 cases has led to lockdowns which are closing garment 

factories.  This is evidently disrupting clothing supply chains.  Something similar is being 

seen in semiconductors.  Malaysia is where chips are tested, and a surge in cases is 

leading to backlogs. 

• Shipping woes have led desperate companies to opt for air freight, the most expensive of 

all shipping.  Usually, air freight is deployed for high value to weight items, such as 

semiconductors.  However, in the rush to get materials, firms are turning to this option.  

The industry says it is running at 90% of capacity.  Airlines are refitting passenger 

aircraft for freight.  Normally, air freight costs about five times that of ground 

transportation; it’s currently running 12 times higher.  All this activity is driving costs 

higher.   

• One barrier to effective medical system reform is the lack of transparent pricing.  A 

recent report in the NYT highlights the difficulty in deciphering the reason price 

differences exist for the same procedure.  One issue is clear; medical systems are clearly 

trying to avoid price transparency.   

• Late last week, the White House doubled its forecast for inflation but does expect it to 

fall rapidly as 2022 wears on.   

• Although cryptocurrencies are followed mostly for their price action, in reality, their real 

promise is to reduce costs and improve efficiency in payment systems and money 

transfer.  Currently, crypto providers who want access to the Fed’s payment system must 

partner with a bank.  The crypto firms want to go directly to the Fed.  Banks are not 

pleased.  Crypto is a serious threat to the bank’s money management business, and 

getting access to the Fed system would increase the threat.  

• Canadian home prices have been soaring.  With elections looming, the political parties 

are getting behind a novel concept—build more housing to dampen prices.  Although this 

response seems rather obvious, in practice, it’s hard to do.  Why?  Because current 

homeowners will see their asset values stagnate with the increased supply, and they resist 

zoning changes to build more homes.  This is the classic NIMBY problem.  It will be 

interesting to see if politicians face a backlash for this policy proposal.   

International roundup:  Elections in Europe dominate the news, and North Korea won’t be 

ignored.   

https://www.wsj.com/articles/aluminum-notches-decade-highs-on-soaring-demand-snarled-supplies-11630311034?st=c52xryq4xhusm1t&reflink=desktopwebshare_permalink
https://www.ft.com/content/c88ba291-0f2a-4318-9422-195b8675a06a
https://www.wsj.com/articles/unfinished-tractors-pickup-trucks-pile-up-as-components-run-short-11630321200?st=t9cw9b6lysra1u7&reflink=desktopwebshare_permalink
https://www.reuters.com/world/asia-pacific/vietnam-warns-industrial-hub-binh-duong-see-50000-new-covid-19-cases-2021-08-26/
https://www.axios.com/apparel-vietnam-covid-supply-manufacturing-problem-c79b573a-c58d-4a24-8d50-8e690661557b.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.wsj.com/articles/covid-19-surge-in-malaysia-threatens-to-prolong-global-chip-shortage-11630234802?st=3gn9w71ur6ng1ha&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/air-cargo-boom-has-car-tires-flying-first-class-11630242001?st=fwoqlhtrxylg0t9&reflink=desktopwebshare_permalink
https://www.nytimes.com/interactive/2021/08/22/upshot/hospital-prices.html?smid=url-share
https://www.wsj.com/articles/white-house-more-than-doubles-its-inflation-forecast-in-new-update-11630085695?st=qaf9uijbq7nfj6j&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/crypto-firms-want-fed-payment-systems-accessand-banks-are-resisting-11630143002?st=ajk9u5p1amppmdg&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/soaring-canada-real-estate-prices-draw-campaign-pledges-to-build-homes-11630249200?st=rwzyii7pukcm5eg&reflink=desktopwebshare_permalink
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• The leading candidates for the next chancellor held a debate over the weekend.  The 

general consensus is that none of the candidates did particularly well, although the SDP’s 

Scholz was generally thought to be the winner.  Currently, the SDP and CDU/CSU are 

tied in the polling averages. 

• The Czech Republic will hold elections in early October, and it is looking like the Pirate 

Party could garner enough votes to enter government in a coalition.  The party, which 

began as a free internet party, has become known for its opposition to corruption.   

• We warned earlier this year that North Korea was likely to cause problems; Pyongyang 

usually tests a new administration.  There are reports the DPRK has restarted its nuclear 

reactor at Yongbyon, which is a violation of U.N. resolutions.  Most likely, North Korea 

is viewing the turmoil facing the Biden administration and is moving to take advantage.   

• Ukraine President Zelensky will visit the White House this week.   

• India is considering legislation designed to reduce family size.  China deployed similar 

policies in 1980 and is trying to reverse them now to little avail.  When a developing 

nation with a large population reduces births, it gets a sizeable demographic benefit; the 

dependency ratio falls until the population ages to retirement.  Then, as China is seeing 

now, the dependency ratio rises.  Such policies are always controversial, but in India, 

there is the idea that the Hindu government is using the policy to slow the rise of the 

Muslim population.   

COVID-19:  The number of reported cases is 216,520,662, with 4,503,623 fatalities.  In the 

U.S., there are 38,793,329 confirmed cases with 637,539 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 440,028,085 doses of the vaccine 

have been distributed, with 368,863,734 doses injected.  The number receiving at least one dose 

is 204,435,968, while the number receiving second doses, which would grant the highest level of 

immunity, is 173,520,211.  For the population older than 18, 63.3% of the population has been 

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

• As we have documented recently, China’s vaccines have proven to be less effective than 

those produced in the West.  The U.S. is starting to provide vaccines in Southeast Asia, 

and nations are taking Washington up on the offer.  This outcome is a diplomatic win for 

the U.S. 

o Malaysia has indicated it will stop using the Sinovac (SVA, USD, 6.47) vaccine 

once the supply is depleted.   

o Chongqing Zhifei Biological Products (300122, CNY, 6.37) has developed a 

vaccine with an 82% efficacy rating.   

• In the U.S., we are seeing a rise in vaccine administration in states with low inoculation 

numbers.   

• Across several states, ICU capacity is under strain.  In the South, in several states, around 

half of the beds are occupied by COVID-19 cases.   

https://twitter.com/Wahlen_DE/status/1432079795635068937?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://twitter.com/Wahlen_DE/status/1432079795635068937?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.ft.com/content/fc2d25ec-c426-45e5-9eb5-762fde991ed8?emailId=612c630663d0640004d5743a&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.politico.eu/europe-poll-of-polls/germany/?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.ft.com/content/214ea060-7994-43a9-a955-2bac3faaa7e5
https://www.ft.com/content/214ea060-7994-43a9-a955-2bac3faaa7e5
https://www.wsj.com/articles/north-korea-appears-to-have-restarted-yongbyon-nuclear-reactor-11630268905?st=uhzirftz4jfmnra&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/north-korea-appears-to-have-restarted-yongbyon-nuclear-reactor-11630268905?st=uhzirftz4jfmnra&reflink=desktopwebshare_permalink
https://www.reuters.com/world/biden-welcome-zelenskiy-white-house-sept-1-2021-08-30/
https://www.washingtonpost.com/world/2021/08/29/india-population-hindus-muslims/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F3487ce2%2F612c56a99d2fda2f4714234f%2F596b53f6ae7e8a44e7d597a3%2F46%2F74%2F612c56a99d2fda2f4714234f
https://www.washingtonpost.com/world/2021/08/29/india-population-hindus-muslims/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F3487ce2%2F612c56a99d2fda2f4714234f%2F596b53f6ae7e8a44e7d597a3%2F46%2F74%2F612c56a99d2fda2f4714234f
https://www.nytimes.com/live/2021/08/29/world/covid-delta-variant-vaccine?action=click&block=storyline_menu_recirc&campaign_id=51&emc=edit_mbe_20210830&instance_id=39156&is_new=false&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=Article&regi_id=5677267&region=TOP_BANNER&segment_id=67592&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3&variant=1_Show
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://www.wsj.com/articles/sinopharm-covid-vaccine-seen-as-less-effective-in-bahrain-study-11630150885?st=0ruoa8in2b2lp5h&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/08/20/business/economy/china-vaccine-us-covid-diplomacy.html?smid=url-share
https://www.reuters.com/world/asia-pacific/malaysia-stop-using-sinovac-vaccine-after-supply-ends-minister-2021-07-15/
https://www.straitstimes.com/asia/east-asia/new-chinese-vaccine-shows-82-effectiveness-against-serious-covid-19
https://www.straitstimes.com/asia/east-asia/new-chinese-vaccine-shows-82-effectiveness-against-serious-covid-19
https://www.nytimes.com/interactive/2021/08/26/us/vaccination-increase-covid-delta.html?smid=url-share
https://www.wsj.com/articles/u-s-covid-19-hospitalizations-approach-a-peak-as-delta-variant-spreads-11630155627
https://www.wsj.com/articles/u-s-covid-19-hospitalizations-approach-a-peak-as-delta-variant-spreads-11630155627
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• As hospitals are filling with COVID-19 patients, ambulances are forced to wait to deliver 

their patients.  Nurses are seeing spiraling signing bonuses as hospitals try to secure 

scarce nursing talent.   

• The U.K. is beginning a series of challenge trials, which is a form of human 

experimentation.  Thirty healthy unvaccinated people have volunteered to be exposed to 

the virus so researchers can monitor the development of the virus.  The U.K. has 

developed strains that are highly contagious specifically for these trials.  The participants 

will remain hospitalized so researchers can monitor the development of the disease.   

• Israel is extending booster shots to everyone 12 years and older.   

• The EU is reintroducing travel restrictions for U.S. visitors.   

• When I was a missionary in Belize in the early 1980s3 state radio would read off 

obituaries in the mid-afternoon.  It was done as a service to the citizens.  Telephones 

were not universal, and newspapers were not widely distributed.  The most efficient way 

to inform loved ones that a family member or friend had died was via radio broadcast.  

This procedure was not unique to Belize but was common in the region.  The French 

Caribbean islands apparently use a similar broadcast method, and due to COVID-19, the 

programs are now taking up to an hour a day to read the names of the dead.   

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 Pending Home Sales m/m Jul 0.0 0.0 ***

10:00 Pending Home Sales NSA y/y Jul 0.0 -0.1 **

10:30 Dallas Fed Manf. Activity m/m Aug 27.3 23.0 **

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. 
 

 
3 Obviously, this is Bill speaking. 

https://www.axios.com/local-ems-covid-surge-wait-times-611657fc-8ddf-4b32-a6dc-c7f2eb799487.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/high-pay-for-covid-19-nurses-leads-to-shortages-at-some-hospitals-11630253483?st=x189i6fcemgg1o0&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-k-approves-trials-that-will-deliberately-infect-volunteers-with-coronavirus-11613580325?st=m656yk9ef6fcl97&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/unlike-clinical-trials-new-covid-19-study-needed-only-a-few-volunteers-11630056600?st=yux8gdvuakanmtz&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/unlike-clinical-trials-new-covid-19-study-needed-only-a-few-volunteers-11630056600?st=yux8gdvuakanmtz&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/researchers-ready-lab-grown-covid-19-delta-variant-for-human-trials-11630053797?st=9vdu370vckp1ds5&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/08/29/world/covid-delta-variant-vaccine/israel-extends-booster-shots-to-everyone-aged-12-and-above
https://www.nytimes.com/2021/08/29/world/europe/eu-us-travel-restrictions.html?smid=url-share
https://www.politico.eu/article/french-islands-martinique-guadeloupe-coronavirus-pandemic-fourth-wave-vaccines-infections-chlordecone/?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
https://www.politico.eu/article/french-islands-martinique-guadeloupe-coronavirus-pandemic-fourth-wave-vaccines-infections-chlordecone/?utm_source=POLITICO.EU&utm_campaign=54c9e8306b-EMAIL_CAMPAIGN_2021_08_30_03_02&utm_medium=email&utm_term=0_10959edeb5-54c9e8306b-190334489
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Retail Sales y/y Jul 2.4% 0.1% 2.1% ** Equity and bond neutral

Dept. Store, Supermarket Sales y/y Jul 1.3% -2.2% 1.9% ** Equity and bond neutral

Australia Company Operating Profit q/q 2Q 7.1% -0.3% 2.5% ** Equity and bond neutral

Inventories SA q/q 2Q 0.2% 2.1% 1.2% ** Equity and bond neutral

EUROPE

Eurozone Consumer Confidence m/m Aug -5.3 -5.3 *** Equity and bond neutral

Economic Confidence m/m Aug 117.5 119.0 118.0 ** Equity and bond neutral

Industrial Confidence m/m Aug 13.7 14.6 13.5 ** Equity and bond neutral

Services Confidence m/m Aug 16.8 19.3 19.0 ** Equity and bond neutral

Switzerland KOF Leading Indicator m/m Aug 113.5 129.8 125.9 *** Equity and bond neutral

Domestic Sight Deposits CHF w/w 27-Aug 640.1b 639.8b ** Equity and bond neutral

Total Sight Deposits CHF w/w 27-Aug 715.2% 715.0b ** 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. 
 

Today Prior Change Trend

3-mo Libor yield (bps) 12 12 0 Down

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

TED spread (bps) 8 7 1 Neutral

U.S. Libor/OIS spread (bps) 8 8 0 Down

10-yr T-note (%) 1.30 1.31 -0.01 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 Down Up

pound Flat Neutral

franc Flat Neutral  
 

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 $72.24 $72.70 -0.63%

WTI $67.98 $68.74 -1.11%  

Natural Gas $4.44 $4.39 1.25%  

Crack Spread $21.31 $20.43 4.30%

12-mo strip crack $20.25 $20.04 1.07%

Ethanol rack $2.47 $2.47 -0.19%

Gold $1,815.51 $1,817.57 -0.11%

Silver $24.02 $24.03 -0.03%

Copper contract $437.80 $433.20 1.06%

Corn contract 549.75$       553.75$       -0.72%

Wheat contract 739.25$       732.50$       0.92%

Soybeans contract 1,322.25$    1,323.25$   -0.08%

Baltic Dry Freight 4235 4195 40

Shipping

Energy Markets

Metals

Grains
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Weather 
 

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

most of the country, with cooler temperatures in the New England and Midwest regions.  The 

forecast calls for wetter-than-normal conditions in the Midwest and Northeast.  Hurricane Ida has 

made landfall in Louisiana and is expected to move throughout the Mississippi Valley.  There are 

also two cyclonic disturbances far out in the Atlantic Ocean.  On average, hurricane activity 

peaks on September 10th. 
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Data Section 
 

U.S. Equity Markets – (as of 8/27/2021 close) 

 

  

0.0% 20.0% 40.0%
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Utilities

Consumer Discretionary
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Healthcare

Materials
S&P 500

Technology
Communication Services

Real Estate
Energy

Financials
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Utilities
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Industrials
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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 8/27/2021 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 26, 2021 
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P/E as of 8/25/2021 = 23.5x

 
 

Based on our methodology,4 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. 

 
4 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. 


