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

Europe, the EuroStoxx 50 is up 1.0% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 1.0%.  Chinese markets were lower, with the Shanghai Composite down 0.7% from 

its prior close and the Shenzhen Composite down 1.4%.  U.S. equity index futures are signaling a 

higher open.  With 104 companies having reported, the S&P 500 Q2 2021 earnings stand at 

$47.60, higher than the $45.31 forecast for the quarter.  The forecast reflects a 60.0% increase 

from Q2 2020 earnings.  Thus far this quarter, 86.5% of the companies have reported earnings 

above forecast, while 12.5% 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 (7/19/2021): “Nigeria’s Conflict with Biafra and Social 

Media” 

• Weekly Energy Update (7/22/2021): OPEC+ has a deal, and a nuclear deal with Iran is 

looking less likely.   

• 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 (7/23/2021) (with associated podcast and chart book): We 

look at the implications for investors and for the world economy of high corporate 

debt in China. 

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

Globalization” 

 

Good morning and happy Friday! The Olympics officially open today (although the competition 

has already started).  Sadly, for the organizers, things are not going all that well.  The pandemic 

has led to empty arenas, the opening music has been scrapped over a scandal, and the opening 

ceremony director has been fired.  In the financial markets, U.S. equity futures continue to move 

higher, while bond yields are up a bit as well.  In today’s report, we update a few things from 

yesterday, including the ECB announcement, more on the fallout from the Nord Stream 2, and a 

few comments on home prices.  The coverage begins with economics and policy, with the 

international roundup next.  China news follows, and we close with pandemic coverage.  

 

 

 

 

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_19_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_july_22_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_July_23_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/tokyo-olympics-opening-ceremony-to-skip-usual-razzle-dazzle-11627021326?st=v70fxd8aodsr7i3&reflink=desktopwebshare_permalink
https://www.ft.com/content/8b44f1d0-0470-4993-bb77-e65ddfd0927b?emailId=60fa413b40364b0004dc5681&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/25734ba7-cc21-4c21-9a69-5d8af00a5f45?emailId=60fa413b40364b0004dc5681&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/25734ba7-cc21-4c21-9a69-5d8af00a5f45?emailId=60fa413b40364b0004dc5681&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/global-stock-markets-dow-update-07-23-2021-11627025963?st=wv9ojyt87w8vwfo&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/global-stock-markets-dow-update-07-23-2021-11627025963?st=wv9ojyt87w8vwfo&reflink=desktopwebshare_permalink
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Economics and policy:  The ECB and home prices are today’s focus. 

• Yesterday, the ECB announced what appears to be a flexible inflation target.  The 

mechanism was left vague, much like what we saw from the Fed on this topic.  Central 

banks want to preserve flexibility and don’t want to be held to some sort of formula.  Of 

course, analysts want to predict their behavior and try to create models that will do just 

that.  However, there is another reason central bank leaders keep targets “fuzzy.”  It can 

reflect the fact that there is dissension on the governing boards.  A hard target will make 

some members unhappy, so having a soft target is a way of managing dissent.  In the end, 

the ECB has promised to keep policy accommodative for a long time.   

• Yesterday, we learned that existing home prices reached a new record.  There is growing 

speculation that home prices might be the trigger for tighter monetary policy.  On the one 

hand, the Fed is rightly concerned about another housing bubble.  Prices scaled to wages 

suggest we are near bubble highs. 
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This chart divides the seasonally adjusted median existing home price by the hourly wage 

and calculates how many years of work a person would need to buy that house.  We are 

currently at 6.6 years, just below the high of 6.8 years set in May 2005.  However, we do 

not see the type of risky behavior seen in the last bubble.  For example, 61.5% of 

refinancing is done at the same loan amount; in 2005, that percentage was 9.4%.  The 

median credit score on new mortgages is 787, a record high; in Q4 2006 it was 709.  In 

Q1 2007, $113 billion of mortgages were originated with a credit score of less than 620; 

currently, that is $17 billion.  So, the signs of froth are not evident. 

• Meanwhile, the administration is trying to expand assistance for mortgage borrowers who 

may face foreclosure through modification.  Evictions may begin in earnest soon as state 

https://twitter.com/Lagarde/status/1418211748104998919?s=20&utm_source=POLITICO.EU&utm_campaign=da1c23f283-EMAIL_CAMPAIGN_2021_07_23_05_09&utm_medium=email&utm_term=0_10959edeb5-da1c23f283-190334489
https://www.politico.eu/article/ecb-switches-to-symmetric-target-no-overshooting-plans-officials-inflation/?utm_source=POLITICO.EU&utm_campaign=da1c23f283-EMAIL_CAMPAIGN_2021_07_23_05_09&utm_medium=email&utm_term=0_10959edeb5-da1c23f283-190334489
https://www.ft.com/content/b329cbe7-1d93-41f5-8812-297f0e03de58?emailId=60fa413b40364b0004dc5681&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/ecb-looks-to-keep-rates-low-for-longer-11626955611?st=juics83b22meq5b&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/median-existing-home-price-hit-new-high-in-june-11626963073?st=r5y0cuqozseajmp&reflink=desktopwebshare_permalink
https://www.ft.com/content/efdf1845-6138-4af7-8d2b-c20df9fed218
https://www.wsj.com/articles/new-aid-planned-for-mortgage-borrowers-at-risk-of-foreclosure-11627032601?st=ac2tz5ocmqepnhl&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/tenants-at-risk-for-eviction-as-pandemic-protections-are-set-to-expire-11627038002?st=ir8tua85lzqsk4z&reflink=desktopwebshare_permalink
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and local governments struggle to distribute assistance.  Paradoxically, in the face of 

evictions, rent increases are emerging, complicating the inflation picture.   

• We are also starting to see potential buyers balk at current prices.   

• Although lumber prices have fallen from their recent peaks, wildfires are restricting 

supply and may bring another round of price hikes.   

• On the inflation front, there are reports of companies testing high prices to see how 

consumers react.  A ploy used during the 1970s, the “incredible shrinking package” is 

also back.  The latest metal to see higher prices is tin.   

• Worker shortages continue, with railroads being the most recent industry to report 

problems.  Industry treated workers similar to the way it treated inventory in recent years.  

Staff redundancies were rare, and as the pandemic led some workers to retire, companies 

are scrambling to find employees.   

• Intel (INTC, USD, 55.96) warns that the semiconductor chip shortage could last into 

2023.  This news contradicts earlier reports that the supply situation might improve soon.   

• On the regulatory front, the SEC is taking a second look at the swaps market.  

Increasingly, distributed finance, which uses technology to create financial markets, is 

moving offshore to avoid regulation.  In our opinion, DiFi is nothing more than 

regulatory arbitrage, doing to finance what ride-hailing did to taxis.  However, the history 

of finance shows that eventually, somebody gets overleveraged and defaults.  In the DiFi 

world, there is no lender of last resort.   

• And, on a weekend note, several grill manufacturers are looking to list.   

International roundup:  Nord Stream 2 problems continue, and U.S. forces look to leave Iraq 

soon.  

• The fallout from Nord Stream 2 continues.  Although the U.S. and Germany have a deal, 

it can’t be fully implemented without the cooperation of Russia and Ukraine.  That looks 

like a long shot.  There are growing concerns that since Russia has an outlet for natural 

gas that avoids Ukraine, will Moscow try to extend its influence?  In other words, 

increasing the conflict with Ukraine is now less risky.   

• As the U.S. finishes the troop withdrawal from Afghanistan, it appears Iraq is next. Our 

take is the U.S. is moving on from the Middle East.  We continue to watch developments.   

• The EU has told the U.K. that it won’t renegotiate the Brexit deal.   

• Poland is threatening to pull the broadcast license on a U.S. news outlet.   

China:  Hong Kongers look to leave, and Wendy Sherman spends the weekend in China.   

• In April, the Hong Kong legislature passed several bills restricting the right to protest and 

leave the former colony.  The exit ban goes into effect next month, and Hong Kongers are 

scrambling to leave.  According to reports, the police have watch lists and will arrest 

anyone on these lists who tries to leave.  The lists, though secret, are said to be populated 

with activists and journalists who are currently out on bail and awaiting trial.  On cue, 

Senate bill S.295, the Hong Kong Safe Harbor Act, has been introduced by Sen. Rubio 

(R-FL).  It has 13 co-sponsors, nine Democrats, and 4 Republicans.  Although this bill 

https://www.nytimes.com/2021/07/22/business/economy/rising-rents-inflation.html?smid=url-share
https://www.nytimes.com/2021/07/23/realestate/housing-market-burnout.html?smid=url-share
https://www.wsj.com/articles/western-wildfires-are-hitting-the-lumber-market-11626955200?st=clqz2ch8f7hbuqg&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/western-wildfires-are-hitting-the-lumber-market-11626955200?st=clqz2ch8f7hbuqg&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/companies-push-prices-higher-fueling-inflation-fed-federal-reserve-conagra-oreo-chipotle-11626965350?st=mumyfkchoqhp6rf&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/companies-push-prices-higher-fueling-inflation-fed-federal-reserve-conagra-oreo-chipotle-11626965350?st=mumyfkchoqhp6rf&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/tin-prices-reach-records-as-delta-variant-disrupts-supply-11626986753?st=ufe4bviid3j3l0y&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/shortage-of-railroad-workers-threatens-recovery-11626953584?st=vmbkq3ajsqq3jj4&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/intel-intc-2q-earnings-report-2021-11626899296?st=4tcxs8kjc0n2kcu&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/tsmc-expects-auto-chip-shortage-to-abate-this-quarter-11626347114?st=wv3ohkl26blxu85&reflink=desktopwebshare_permalink
https://www.reuters.com/business/finance/us-sec-chair-says-agency-write-new-rules-swaps-regulation-2021-07-21/
https://www.nytimes.com/2021/07/23/us/politics/crypto-billionaires.html?smid=url-share
https://www.wsj.com/articles/grills-are-the-latest-fad-in-a-scorching-ipo-market-11626991439?st=td8jmcni8pmjnwu&reflink=desktopwebshare_permalink
https://www.politico.eu/article/us-and-germany-have-nord-stream-2-pipeline-deal-but-lack-authority-to-implement-it/?utm_source=POLITICO.EU&utm_campaign=da1c23f283-EMAIL_CAMPAIGN_2021_07_23_05_09&utm_medium=email&utm_term=0_10959edeb5-da1c23f283-190334489
https://www.politico.eu/article/nord-stream-2-gas-pipeline-vladimir-putin-attack-ukraine/?utm_source=POLITICO.EU&utm_campaign=da1c23f283-EMAIL_CAMPAIGN_2021_07_23_05_09&utm_medium=email&utm_term=0_10959edeb5-da1c23f283-190334489
https://www.wsj.com/articles/u-s-iraq-to-agree-that-u-s-combat-troops-should-leave-by-end-of-2021-11626975666?st=0sfya4v6waxcdak&reflink=desktopwebshare_permalink
https://www.politico.eu/article/boris-johnson-urges-eu-to-seriously-consider-northern-ireland-brexit-changes/?utm_source=POLITICO.EU&utm_campaign=da1c23f283-EMAIL_CAMPAIGN_2021_07_23_05_09&utm_medium=email&utm_term=0_10959edeb5-da1c23f283-190334489
https://www.reuters.com/world/europe/us-warns-poland-over-news-channel-worries-about-media-freedom-2021-07-22/
https://www.politico.eu/article/polands-government-takes-aim-at-us-owned-broadcaster/?utm_source=POLITICO.EU&utm_campaign=da1c23f283-EMAIL_CAMPAIGN_2021_07_23_05_09&utm_medium=email&utm_term=0_10959edeb5-da1c23f283-190334489
https://www.reuters.com/world/asia-pacific/hong-kong-passes-immigration-bill-raising-alarm-over-exit-bans-2021-04-28/
https://www.reuters.com/world/asia-pacific/hong-kong-passes-immigration-bill-raising-alarm-over-exit-bans-2021-04-28/
https://www.scmp.com/news/hong-kong/law-and-crime/article/3139082/hong-kong-national-security-police-have-watch-list?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3139082
https://www.congress.gov/bill/117th-congress/senate-bill/295/text
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offers hope, it probably won’t pass fast enough to offer a path for Hong Kongers affected 

by this travel ban. 

• Wendy Sherman goes to Beijing over the weekend.  Expect a frosty reception.   

• The death toll from recent flooding continues to rise. 

COVID-19:  The number of reported cases is 192,699,963 with 4,138,605 fatalities.  In the U.S., 

there are 34,284,455 confirmed cases with 610,192 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 391,998,625 doses of the vaccine have 

been distributed, with 339,763,765 doses injected.  The number receiving at least one dose is 

187,216,168, while the number of second doses, which would grant the highest level of 

immunity, is 162,174,165.  The FT has a page on global vaccine distribution.   

• Although the global economy continues to improve, worries about the impact of the Delta 

variant are increasing.  For example, PMI data from Australia have slipped as lockdowns 

have been implemented.   

• China is continuing to reject WHO requests to investigate the lab-leak hypothesis.   

• Medical researchers are increasing their work on "long COVID," a set of symptoms that 

have affected up to 30% of those infected by the virus.  Symptoms include persistent 

muscle aches, shortness of breath, sleep difficulties, and “brain fog.”  There is some 

evidence that COVID-19 causes an autoimmune response that is behind these persistent 

symptoms.   

• Media companies in the past provided content which attracted viewers or readers.  The 

companies would then sell advertising along with their content.  The ingenuousness of 

social media is that users provide the content; social media companies don’t have to pay 

for making content and can still sell the advertising.  The downside is, as is true of all 

media, the most lurid is what attracts attention.  Broadcasters, because they used the 

public spectrum, were regulated by the government.  Print could avoid that oversight but 

was still subject to libel rules and social constraints.  But the social media firms were 

mostly left with no constraints and created algorithms designed to push the worst material 

to the most people because that’s what they wanted to see.  The impact on society has 

become problematic, and we have been watching to see how the firms will eventually 

become regulated.  We note that Sen. Klobuchar (D-MN) has introduced a bill that would 

remove protections from lawsuits over the platforms hosting misinformation on public 

health emergencies.  

U.S. Economic Releases  
 

No major U.S. economic reports have been released so far today.  The table below shows the 

domestic releases scheduled for the rest of the day. 

 

https://www.wsj.com/articles/bidens-china-policy-borrows-from-trump-and-adds-allies-to-raise-pressure-11626958800?st=h5bjctqbp852dm0&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/world/2021/07/22/china-floods-henan-rains/?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%2F34375d8%2F60fa3de79d2fda945a136869%2F596b53f6ae7e8a44e7d597a3%2F41%2F76%2F60fa3de79d2fda945a136869
https://www.ft.com/content/dcbbefb7-72ce-4bb8-9497-d17ea40f98d3
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/global-recovery-accelerates-but-delta-variant-clouds-outlook-11627034563?st=knoqziiyfic6eya&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/global-recovery-accelerates-but-delta-variant-clouds-outlook-11627034563?st=knoqziiyfic6eya&reflink=desktopwebshare_permalink
https://www.washingtonpost.com/world/2021/07/22/china-covid-who-wuhan/?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%2F34375dd%2F60fa3de79d2fda945a136869%2F596b53f6ae7e8a44e7d597a3%2F48%2F76%2F60fa3de79d2fda945a136869
https://www.ft.com/content/79aabf0d-b499-4048-9e42-f989f9bb4d29?emailId=60fa413b40364b0004dc5681&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/as-vaccines-do-their-work-focus-moves-to-long-covid-11627038001?st=brcxkz67birbjgm&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/bill-to-strip-social-media-of-protections-for-health-misinformation-11626976800?st=mmj9viy8um3n2ya&reflink=desktopwebshare_permalink
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EDT Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m Jul P 62.0 62.1 ***

9:45 Markit US Services PMI m/m Jul P 64.5 64.6 **

9:45 Markit US Composite PMI m/m Jul P 63.7 **

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. 

 
Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Australia Markit Manufacturing PMI m/m Jul P 56.8 58.6 * Equity bearish, bond bullish

Markit Services PMI m/m Jul P 44.2 56.8 * Equity bearish, bond bullish

Markit Composite PMI m/m Jul P 45.2 56.7 * Equity bearish, bond bullish

EUROPE

Eurozone Markit Manufacturing PMI m/m Jul P 62.6 63.4 62.5 *** Equity bullish, bond bearish

Markit Services PMI m/m Jul P 60.4 58.3 59.3 ** Equity bullish, bond bearish

Markit Composite PMI m/m Jul P 60.6 59.5 60.0 ** Equity bullish, bond bearish

Germany Markit Manufacturing PMI m/m Jul P 65.6 65.1 64.1 *** Equity bullish, bond bearish

Markit Services PMI m/m Jul P 62.2 57.5 59.5 ** Equity bullish, bond bearish

Markit Composite PMI m/m Jul P 62.5 60.1 60.7 ** Equity bullish, bond bearish

France Markit Manufacturing PMI m/m Jul P 58.1 59.0 58.3 *** Equity bearish, bond bullish

Markit Services PMI m/m Jul P 57.0 57.8 58.8 ** Equity bearish, bond bullish

Markit Composite PMI m/m Jul P 56.8 57.4 58.4 ** Equity bearish, bond bullish

UK Markit/CIPS Manufacturing PMI m/m Jul P 60.4 63.9 62.4 *** Equity bearish, bond bullish

Markit/CIPS Services PMI m/m Jul P 57.8 62.4 62.0 ** Equity bearish, bond bullish

Markit/CIPS Composite PMI m/m Jul P 57.7 62.2 61.5 ** Equity bearish, bond bullish

Retail Sales y/y Jun 9.7% 24.6% 9.5% ** Equity and bond neutral

Retail Sales Ex-Auto Fuel y/y Jun 7.4% 21.7% 7.6% ** Equity and bond neutral

AMERICAS

Canada Retail Sales m/m May -2.1% -5.7% -3.0% ** Equity and bond neutral

Retail Sales Ex-Autos m/m May -2.0% -7.2% -1.5% ** Equity and bond neutral

Mexico Retail Sales y/y May 29.7% 30.1% 28.5% *** Equity and bond neutral

Brazil FGV CPI IPC-S w/w 22-Jul 0.90% 0.88% 0.90% ** Equity and bond neutral

IBGE Inflation IPCA-15 y/y Jul 8.59% 8.13% 8.51% ** 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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Today Prior Change Trend

3-mo Libor yield (bps) 14 14 0 Up

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

TED spread (bps) 10 9 1 Neutral

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

10-yr T-note (%) 1.30 1.28 0.02 Neutral

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

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

Currencies Direction

dollar Up Down

euro Flat Up

yen Down Up

pound Down Up

franc Down Up

Central Bank Action Current Prior Expected

Bank of Russia Benchmark Rate 6.500% 5.500% 6.500% 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. 
 

Price Prior Change Explanation

Brent $73.69 $73.79 -0.14%

WTI $71.84 $71.91 -0.10%  

Natural Gas $4.00 $4.00 0.00%  

Crack Spread $20.78 $20.80 -0.08%

12-mo strip crack $19.74 $19.74 -0.01%

Ethanol rack $2.40 $2.40 -0.26%

Gold $1,796.19 $1,806.92 -0.59%

Silver $25.15 $25.43 -1.12%

Copper contract $436.10 $433.75 0.54%

Corn contract $558.00 $561.25 -0.58%

Wheat contract $691.75 $692.25 -0.07%

Soybeans contract $1,354.50 $1,362.25 -0.57%

Baltic Dry Freight 3,103            3,058            45

Actual Expected Difference

Crude (mb) 2.1 -4.5 6.6

Gasoline (mb) -0.1 -1.2 1.1

Distillates (mb) -1.3 0.5 -1.8

Refinery run rates (%) -0.40% 0.35% -0.75%

Natural gas (bcf) 49.0 42.0 7.0

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 for 

virtually all of the middle tier of the country from Northern California through the Great Plains 

and into the Mid-Atlantic states.  New England is the only region expected to have cooler-than-

normal temperatures.  The forecast calls for wetter-than-normal conditions in the Rocky 

Mountains and the Great Lakes, with dry conditions in the South.  There is a cyclonic 
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disturbance in the Atlantic off the coasts of South Carolina and Georgia, but it is not expected to 

develop into a tropical storm. 
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Data Section 
 

U.S. Equity Markets – (as of 7/22/2021 close) 

 

  

0.0% 20.0% 40.0%

Utilities
Consumer Staples

Materials
Consumer Discretionary

Healthcare
S&P 500

Industrials
Technology

Communication Services
Financials

Real Estate
Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0%

Energy

Financials

Real Estate

Industrials

Consumer Staples

Materials

Utilities

S&P 500

Communication Services

Consumer Discretionary

Healthcare

Technology

Prior Trading Day Total Return

(Source: Bloomberg) 
 

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

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

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

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

Asset Class Performance – (as of 7/22/2021 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 ($)

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 Update 

 

July 22, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 7/21/2021 = 24.2x

 
 

Based on our methodology,1 the current P/E is 24.2x, -0.2x from last week.  Rising earnings and 

steady index values led to the decline in the multiple. 

 
 

 

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. 


