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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: July 13, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

Europe, the EuroStoxx 50 is down 0.1% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 1.8%.  Chinese markets were higher, with the Shanghai Composite up 0.5% from its 

prior close and the Shenzhen Composite up 0.3%.  U.S. equity index futures are signaling a flat 

open.   
 

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 (7/12/2021): Unrest in Colombia 

• Weekly Energy Update (7/9/2021): Inventories continue to decline, OPEC+ is at an 

impasse, and gasoline prices aren’t a problem quite yet. 

• 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 (7/9/2021) (with associated podcast and chart book): We discuss 

the Distributional Financial Accounts data release, which provides a balance sheet by 

wealth percentile 

• 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 regarding the infrastructure spending 

bills making their way through Congress and the outlook for the Federal Reserve’s monetary 

policy.  We next review the latest signs of U.S.-China economic decoupling and geopolitical 

risks surrounding Taiwan.  We then turn to a range of other international news items of note, and 

we end with the latest news on the coronavirus pandemic. 

 

U.S. Fiscal Policy:  Separate from the bipartisan “hard” infrastructure bill totaling approximately 

$1 trillion that is making its way through Congress, Democrats on the Senate Budget Committee 

are working to finalize their “soft” infrastructure bill, focused on programs like child care and 

climate change, which they will try to pass without Republican support. 

• Rather than the price tag of $6 trillion proposed by Senator Bernie Sanders (D, Vt.), 

sources say the negotiators are coalescing around $3 trillion to $4 trillion. 

• Democrats are also weighing a number of tax increases to help pay for the plan, including 

raising the corporate tax rate from 21%, tightening the net on U.S. companies’ foreign 

earnings, and boosting the capital gains rate. 

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_7_12_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_july_09_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_July_9_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/democrats-hone-price-tag-for-climate-and-antipoverty-package-11626122307?mod=lead_feature_below_a_pos1
https://www.wsj.com/articles/democrats-hone-price-tag-for-climate-and-antipoverty-package-11626122307?mod=lead_feature_below_a_pos1
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U.S. Monetary Policy:  In an interview with the Wall Street Journal, St. Louis FRB President 

Bullard said he is ready to start slowing the pace of the Fed’s bond-buying as soon as his 

colleagues are.  It is in part because of concerns that the asset purchases risk overheating the 

housing market.  According to Bullard, “We do want to do it gently and carefully, but I think 

we’re in a very good position to start a taper. I don’t need to get going tomorrow, but I think 

we’re . . . in very good shape for this.”  Naturally, the statement has the potential to reignite 

concerns about higher interest rates and boost volatility in the financial markets again. 

 

United States-China:  Administration officials say that President Biden, in conjunction with 

issuing new sanctions this week on China for its human rights abuses in Hong Kong and 

Xinjiang, will warn U.S. firms that it is becoming riskier to operate in Hong Kong because of 

Beijing’s growing control over the city.  In particular, Biden will warn about:  1) the Chinese 

government’s ability to access any data that foreign companies store in Hong Kong, and 2) a new 

law that allows Beijing to impose sanctions against anyone who enables foreign penalties to be 

implemented against Chinese groups and officials.  The move would mark the first time a U.S. 

administration has issued a business advisory relating to Hong Kong. 

• The administration’s move clearly intends to make U.S. firms think twice about starting 

or maintaining business operations in Hong Kong, which in turn would tarnish the prize 

Beijing got when it took greater control over the city last year. 

• More broadly, the move demonstrates that the U.S. has adopted the tactic of hitting China 

where it is vulnerable, i.e., exploiting its dependency on exports (with tariffs and other 

trade barriers, for example), its dependency on foreign portfolio capital (by discouraging 

U.S. investors from buying Chinese stocks, for instance), its dependency on foreign 

technology (by clamping down on sales of semiconductors, etc.), and now its dependency 

on foreign direct investment capital and business expertise in Hong Kong. 

• Most broadly, the move is yet another step on the road toward economic uncoupling and 

the establishment of at least two major trade blocs, one centered on China and one on the 

U.S.  As shown by Beijing’s recent moves to block some of its companies from listing on 

foreign stock exchanges, China is moving in the same direction.  The continuing trend 

will undermine globalization and create a risk that the global economy will become less 

efficient over time.  As we have argued repeatedly, the moves could also impact investors 

as collateral damage. 

 

Japan-China-Taiwan:  The Defense Ministry’s annual “Defense of Japan” white paper has for 

the first time said that Japanese national security depends on stability in the area around Taiwan.  

According to the report, “The stability of the situation around Taiwan is important, not only for 

the security of our country, but for the stability of the international community . . . Our country 

must pay close attention to this, with an even greater sense of vigilance.” 

• The statement follows a range of other Japanese government pronouncements showing it 

sees vital national interests in Taiwan’s security. This includes a statement by Deputy 

Prime Minister Aso last month that Japan would have to help the U.S. defend Taiwan in 

the event it is attacked by China.  The message is that Japan will be a key player in 

https://www.wsj.com/articles/feds-bullard-time-is-right-to-pull-back-on-central-bank-stimulus-11626168600
https://www.wsj.com/articles/feds-bullard-time-is-right-to-pull-back-on-central-bank-stimulus-11626168600
https://www.ft.com/content/8ca8fbfb-10ad-47f3-a755-e975589e7e41
https://www.japantimes.co.jp/news/2021/07/13/national/japan-taiwan-defense-paper/
https://www.japantimes.co.jp/news/2021/07/13/national/japan-taiwan-defense-paper/
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intensifying rivalry between the U.S. and China and the geopolitical tensions around 

Taiwan. 

• Of course, the new Japanese white paper has already generated strong condemnation by 

China.  Given China’s traditional strong pushback against critics and threats, the 

statement is likely to worsen ties between the two countries and could produce economic 

or financial repercussions for Japanese assets. 

 

Eurozone Monetary Policy:  In an interview with the Financial Times, ECB Chief Lagarde 

warned that the institution’s new “symmetric” inflation target of 2%, which would allow 

temporary moves above that level, could spark disagreement next week when ECB policymakers 

meet to consider readjusting their current forward guidance.  With the Eurozone’s inflation rate 

already surpassing the new target earlier this year, some policymakers will likely argue for 

tighter policy, while some will argue for keeping the current level of accommodation.  In any 

case, any adjustment to the guidance could spark volatility in European bond and stock markets. 

 

Bulgaria:  The anti-establishment There is Such a People party, headed by pop star Slavi 

Trifonov, has reportedly won almost a quarter of the vote in last weekend’s elections, making 

Trifonov the likely leader of Bulgaria’s next government.  However, Trifonov has sent signals 

that he may try to lead a minority government, which would likely be unstable. 

 

United Kingdom:  Citing the results of recent stress tests and lower-than-expected loan losses, 

the Bank of England has removed restrictions on bank dividends and share buybacks imposed 

during the pandemic.  The BOE determined the sector to be resilient enough to absorb any 

further COVID-19 shocks, and with the prospect of greater returns of capital, the move is likely 

to be positive for British financial services stocks in the near term. 

 

Global Oil Market:  The International Energy Agency warned that if the OPEC+ group of 

major exporters doesn’t soon reach a deal to boost production, global oil markets will tighten 

“significantly” in the coming months, pushing oil prices higher and putting “a drag on the 

economic recovery, particularly in emerging and developing countries.” 

• According to the IEA, global oil demand jumped by an estimated 3.2 million barrels a 

day in June to 96.8 million bpd, within about 3% of pre-pandemic levels. 

• In its updated forecast, the agency expects global demand to continue recovering in the 

third quarter.  It expects demand to average 96.4 million bpd in full-year 2021 and 99.5 

million bpd in full-year 2022, compared with the pre-pandemic peak of about 100 million 

bpd. 

 

Cuba:  As we reported yesterday, protests against economic difficulties broke out across Cuba 

over the weekend.  Yesterday, the government began a sharp crackdown on the demonstrators.  

The crackdown involved cutting off most communications with the outside world and deploying 

security forces across the country (including, for the first time, anti-riot equipment like tear gas 

and rubber bullets).  According to activists, police arrested more than 100 people, many of whose 

whereabouts remain unknown.  All the same, if the apparently spontaneous outpouring of anger 

signals that Cubans have lost their previous fear of protesting, instability could increase on the 

island. 

https://www.scmp.com/news/china/diplomacy/article/3140872/sense-crisis-japan-over-rising-tensions-taiwan-strait?utm_medium=email&utm_source=mailchimp&utm_campaign=enlz-scmp_international&utm_content=20210713&tpcc=enlz-scmp_international&MCUID=b11497b3c2&MCCampaignID=5fa1cdeead&MCAccountID=3775521f5f542047246d9c827&next_article_id=3140863&tc=7
https://www.scmp.com/news/china/diplomacy/article/3140872/sense-crisis-japan-over-rising-tensions-taiwan-strait?utm_medium=email&utm_source=mailchimp&utm_campaign=enlz-scmp_international&utm_content=20210713&tpcc=enlz-scmp_international&MCUID=b11497b3c2&MCCampaignID=5fa1cdeead&MCAccountID=3775521f5f542047246d9c827&next_article_id=3140863&tc=7
https://www.ft.com/content/11e953df-536b-43aa-9c21-65b8dd79c797
https://www.ft.com/content/11e953df-536b-43aa-9c21-65b8dd79c797
https://www.ft.com/content/004abc25-87a9-4de0-967e-96ad6161fb22
https://www.ft.com/content/fb4d5ff9-e2a3-48a4-abb5-3b0b5a14a757
https://www.ft.com/content/fb4d5ff9-e2a3-48a4-abb5-3b0b5a14a757
https://www.ft.com/content/404ae3a1-5077-4d5d-bd06-59f539607c63
https://www.ft.com/content/404ae3a1-5077-4d5d-bd06-59f539607c63
https://www.ft.com/content/404ae3a1-5077-4d5d-bd06-59f539607c63
https://www.wsj.com/articles/cuba-cracks-down-on-protests-amid-worst-economic-crisis-in-decades-11626108212?mod=hp_lead_pos5
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Haiti:  Also in the Caribbean, Haiti is quickly devolving into chaos and criminality after 

President Jovenel Moïse was assassinated in his home last week.  Over the weekend, a group of 

U.S. officials traveled to Haiti and visited with no less than three politicians who claim they have 

the right to take power in the country.  One ray of hope is that interim Prime Minister Claude 

Joseph and Prime Minister Designee Ariel Henry are reportedly considering working together to 

stabilize the country and pave the way for fresh elections. 

 

South Africa:  Protests and violence are also spreading in South Africa in response to last 

week’s jailing of Jacob Zuma, the former president, for contempt of court.  The government has 

deployed the army to help the police control the situation.  So far, six people have been reported 

killed.  One thing to watch will be whether the violence disrupts the country’s key mining sector. 

 

COVID-19:  Official data show confirmed cases have risen to 187,412,467 worldwide, with 

4,043,222 deaths.  In the United States, confirmed cases rose to 33,890,840 with 607,445 deaths.  

Vaccine doses delivered in the U.S. now total 387,006,120, while the number of people who 

have received at least their first shot totals 184,365,333.  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, 55.5% of the U.S. population has now received at least 

one dose of a vaccine, and 48.0% of the population is fully vaccinated. 

• In France, the government has responded to the fast-spreading Delta variant by imposing 

a fresh set of restrictions on people who aren’t yet vaccinated or haven’t recently tested 

negative for COVID-19.  Those people will not be allowed to enter businesses such as 

bars, restaurants, shopping malls, concert halls, and hospitals.  Vaccinations will also be 

made compulsory for all health workers.  The new restrictions highlight the economic 

risks arising as the Delta mutation spreads around Europe and many other regions. 

• With the dangerous Delta variant spreading around the world, the Israeli government this 

week will begin offering third doses of the vaccine from Pfizer (PFE, $39.76) to adults 

with serious pre-existing medical conditions.  Israel will therefore become the first 

country in the world to officially offer a so-called “booster” of the company’s jab.  Other 

countries are also considering booster shot programs. 

• The FDA ordered that the vaccine from Johnson & Johnson (JNJ, $169.48) carry a label 

warning that the shot has been linked to a very small number of cases of Guillain-Barré 

syndrome.  Guillain-Barré syndrome is a rare neurological disorder in which the immune 

system attacks nerves, causing temporary but potentially severe paralysis. The risk is a 

known one with vaccines, including some influenza vaccines and a leading shot to 

prevent shingles. 

o The vaccines from Johnson & Johnson and AstraZeneca (AZN, $60.50) have also 

been linked to a very small number of blood-clotting issues, although officials 

continue to argue that the benefits of the vaccine outweigh the risks involved with 

it. 

file://///cim.local/cim-share/home/pfearon/Marketing%20Commentaries/Daily%20Comment/after%20President%20Jovenel%20Moïse%20was%20assassinated%20in%20his%20home%20last%20week
https://www.ft.com/content/d712a9ac-4a8e-43a8-9ebc-29ee5824fb88
https://www.ft.com/content/d712a9ac-4a8e-43a8-9ebc-29ee5824fb88
https://www.nytimes.com/live/2021/07/13/world/covid-variant-vaccine-updates
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/france-reimposes-restrictions-as-delta-variant-spreads-11626123063?mod=hp_listb_pos2
https://www.wsj.com/articles/france-reimposes-restrictions-as-delta-variant-spreads-11626123063?mod=hp_listb_pos2
https://www.wsj.com/articles/france-reimposes-restrictions-as-delta-variant-spreads-11626123063?mod=hp_listb_pos2
https://www.ft.com/content/3a876fdf-c9f7-423f-a008-49a3ca15f850
https://www.ft.com/content/3a876fdf-c9f7-423f-a008-49a3ca15f850
https://www.ft.com/content/bfec0129-83e0-49d1-bf9d-e31ce47f6150
https://www.ft.com/content/bfec0129-83e0-49d1-bf9d-e31ce47f6150
https://www.wsj.com/articles/fda-plans-to-warn-j-j-covid-19-vaccine-raises-risk-of-rare-neurological-condition-11626117261?mod=hp_lead_pos7
https://www.wsj.com/articles/fda-plans-to-warn-j-j-covid-19-vaccine-raises-risk-of-rare-neurological-condition-11626117261?mod=hp_lead_pos7
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o Johnson & Johnson, AstraZeneca, the University of Oxford, and other outside 

scientists are conducting early-stage research into whether potential modifications 

of their vaccines could reduce or eliminate the risk of those blood clots. 

 

Economic and Financial Market Impacts 

• As governments continue to grapple with the pandemic, their increased spending 

continues to drive up borrowing and debt levels, potentially creating economic risks 

down the road. 

 

U.S. Economic Releases  
 

Small business owners have become more optimistic about the economy, according to the 

National Federation of Independent Business.  The NFIB Small Business Optimism Index came 

in at 102.5 compared to expectations of 99.5. 
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The chart above shows the level of the NFIB Small Business Optimism Index, which rose to an 

8-month high in June. 

 

Consumer prices in the U.S. remained elevated in June, as they are still recovering from the 

pandemic. The Consumer Price Index (CPI) rose 0.9% from the prior month compared to 

expectations of 0.5%.  Excluding food and energy, the CPI rose 0.9% from the prior month 

compared to expectations of 0.4% 

 

 

https://www.wsj.com/articles/j-j-astrazeneca-explore-covid-19-vaccine-modification-in-response-to-rare-blood-clots-11626173015?mod=hp_lead_pos7
https://www.wsj.com/articles/j-j-astrazeneca-explore-covid-19-vaccine-modification-in-response-to-rare-blood-clots-11626173015?mod=hp_lead_pos7
https://www.wsj.com/articles/governments-world-wide-gorge-onrecord-debt-testing-new-limits-11626106592?mod=hp_lead_pos13
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The chart above shows the annual change in CPI and Core CPI.  Headline CPI rose 5.0% from 

the prior year, while core CPI rose 4.5%.  Used vehicles and trucks and airline fares are still the 

biggest contributors to the index. 

 

 
 

The chart above shows the price for used cars and trucks and airline fares.  Used cars and trucks 

rose 45.2% from the prior year, while airline fares are up 24.6%.  Increased demand for travel 

has caused car rental companies to bid up the price for used cars.  
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Real average weekly earnings fell 1.38% from the prior year, while real average hourly earnings 

fell 1.67% from the prior year. 

 

 
 

The chart above shows the annual change in earnings for nonsupervisory and production 

workers. Real wages have fallen 2.2% from the prior year. 

 

The table below shows the domestic releases and Fed events scheduled for the rest of the day. 

 

EDT Indicator Expected Prior Rating

14:00 Monthly Budget Statement m/m Jun -$864.1b -$192.0b ***

EST Speaker or event

12:00 Neel Kashkari, Raphael Bostic and Eric Rosengren Speak on Racism President Federal Reserve Bank

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. 
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Core Machine Orders m/m May 7.8% 0.6% 2.4% ** Equity bullish, bond bearish

PPI y/y Jun 5.0% 4.9% 4.8% ** Equity and bond neutral

Machine Tool Orders y/y Jun 96.6% 141.9% ** Equity and bond neutral

New Zealand Card Spending Retail m/m Jun 0.9% 1.7% ** Equity and bond neutral

Card Spending Total m/m Jun 1.6% 2.3% ** Equity and bond neutral

EUROPE

Germany Wholesale Price Index m/m Jun 1.5% 1.7% ** Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 9-Jul 637.5b 632.8b * Equity and bond neutral

Total Sight Deposits CHF w/w 9-Jul 711.1b 712.1b * Equity and bond neutral

AMERICAS

Brazil FIPE CPI - Weekly w/w 7-Jul 0.9% 0.8% 0.8% *** 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) 13 12 1 Up

3-mo T-bill yield (bps) 3 5 -2 Neutral

TED spread (bps) 10 7 3 Neutral

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

10-yr T-note (%) 1.37 1.37 0.00 Neutral

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

EUR/USD 3-mo swap (bps) 5 5 0 Down

Currencies Direction

dollar Up Down

euro Down Up

yen Up Up

pound Down Up

franc Down Up

Central Bank Action Current Prior Expected

RBNZ Official Cash Rate 0.250% 0.250% On forecast  
 

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 $75.71 $75.16 0.73%

WTI $74.66 $74.10 0.76%  

Natural Gas $3.75 $3.75 -0.11%  

Crack Spread $19.67 $19.88 -1.02%

12-mo strip crack $19.45 $19.60 -0.76%

Ethanol rack $2.43 $2.44 -0.50%

Gold $1,807.96 $1,806.28 0.09%

Silver $26.18 $26.20 -0.08%

Copper contract $429.80 $431.60 -0.42%

Corn contract $529.00 $533.00 -0.75%

Wheat contract $631.75 $640.75 -1.40%

Soybeans contract $1,349.25 $1,350.25 -0.07%

Baltic Dry Freight 3300 3300 0

Actual Expected Difference

Crude (mb) -4.4

Gasoline (mb) -1.5

Distillates (mb) 1.0

Refinery run rates (%) 0.40%

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 from 

the Northern Rockies through the Great Plains, with cooler temperatures for the rest of the 

country.  The forecast calls for wetter-than-normal conditions for most of the southern half of the 

country.  At this time, there are no tropical storms forecast for the next 48 hours. 
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Data Section 
 

U.S. Equity Markets – (as of 7/12/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Utilities
Consumer Staples

Healthcare
Consumer Discretionary

Materials
Technology

S&P 500
Industrials

Communication Services
Real Estate

Financials
Energy

YTD Total Return

-0.5% 0.0% 0.5% 1.0% 1.5%

Consumer Staples

Energy

Technology

Industrials

Healthcare

Utilities

Materials

S&P 500

Consumer Discretionary

Communication Services

Real Estate

Financials

Prior Trading Day Total Return

(Source: Bloomberg) 
 

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

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

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

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

Asset Class Performance – (as of 7/12/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

US High Yield

Emerging Markets ($)

Emerging Markets (local currency)

Foreign Developed ($)

Foreign Developed (local currency)

Small Cap

Value

Large Cap

Growth

Mid Cap

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 7/07/2021 = 24.4x

 
 

Based on our methodology,1 the current P/E is 24.4x, down 0.4x from last week.  The decline in 

the multiple is due to the rotation to Q3.   

 
 

 

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. 


