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

In Europe, the EuroStoxx 50 is down 0.6% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 1.4%.  Chinese markets were mixed, with the Shanghai Composite down 0.4% from 

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

lower open.  With 275 companies having reported, the S&P 500 Q2 2021 earnings stand at 

$51.00, higher than the $45.31 forecast for the quarter.  The forecast reflects a 60.0% increase 

from Q2 2020 earnings.  Thus far this quarter, 88.4% of the companies have reported earnings 

above forecast, while 10.2% 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 (7/26/2021): “The Protests in Cuba” 

• Weekly Energy Update (7/29/2021): Oil inventories decline, and iron-air batteries could 

bring a notable change to the attractiveness of renewable power  

• 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 (7/30/2021) (with associated podcast and chart book): We 

look at where bond yields are likely headed, focusing on the 10-year Treasury 

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

Globalization” 

 

Good morning, all! U.S. equities appear to be headed for a lower open this morning. Equities 

have fallen due to concerns over the tech sector as investors fear disappointing earnings reports 

and a continued tech crackdown by China. Our report begins with a discussion on the debt 

ceiling followed by international news, where Russia fines a U.S. tech company and Peru has a 

new prime minister. U.S. economics and policy news are up next, including details about the 

infrastructure bill and a possible replacement for LIBOR. China news follows, and we end with 

our pandemic coverage. 

 

Debt ceiling: On Saturday, the agreement that allowed for the temporary suspension of the debt 

ceiling will be lifted and the new ceiling will be set at the debt level as of tomorrow. The 

reimposition of the debt limit means that the Treasury will be limited in its capacity to issue new 

debt. As part of the suspension agreement, the Treasury is required to reduce its cash balance to 

$450 billion; it is currently around $700 billion. This element of the agreement was designed to 
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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/


 

 

20 Allen Avenue, Suite 300 | Saint Louis, MO  63119 | 314.743.5090 

www.confluenceinvestment.com 

 2 

prevent the administration from piling up cash in advance of the deadline, which would have 

reduced the leverage that comes from the debt ceiling. To reach that level, the Treasury has been 

curtailing the size of its T-bill auctions. We are already seeing the effects of the deadline as 

short-term interest rates have continued to drop and the Fed’s reverse repo facility has been 

unusually active. 
 

 
 

This chart shows the borrowing made in the Fed’s reverse repo window. Borrowing is currently 

at $1.0 trillion. Institutions are lending at this facility due to the lack of opportunities elsewhere. 

Current rates on short-term instruments are running around 5 bps; the interest paid on reserve 

balances, which is the rate at which the Fed conducts its reverse repo facility, is 15 bps. Although 

the returns are miniscule, the 10-bp margin is attractive to other alternatives. 

 

As noted above, to reach the $450 billion level, the Treasury has been issuing fewer T-bills than 

what is expiring, which means available collateral has declined. Although short-term interest 

rates are falling, paradoxically, it may lead to even less lending. T-bills are used as collateral for 

shadow bank activities and the lack of supply means less collateral is available for lending. The 

financial plumbing of the short-term interest rate markets is complicated and the likelihood of a 

financial accident under these conditions is elevated.  

  

International news:   

● Google (GOOGL, $2,715.55) was fined by the Russian government for not keeping 

personal data belonging to Russian users on servers in Russia. Google will have to pay 

$41,000 to the Russian government and could face additional penalties going forward. 

● Newly elected Peruvian President Pedro Castillo named a far-left party member as his 

prime minister. Guido Bellido, who is also recently elected, has never held public office 

and has shown support for communist governments. Castillo's decision to pick Bellido 

reinforces concerns that he may implement more leftist policies to the dismay of 

international investors.  

● Tunisia is in turmoil following the president’s decision to suspend parliament and seize 

executive power earlier this week. Tunisian President Kais Saied's power grab has 

sparked concern that democracy in the country is in jeopardy. The president’s takeover 

https://abcnews.go.com/Business/wireStory/russia-fines-google-violating-data-storage-law-79138712
https://www.bloomberg.com/news/articles/2021-07-29/castillo-heeds-his-own-marxist-party-in-choice-of-prime-minister
https://www.bloomberg.com/news/articles/2021-07-29/castillo-heeds-his-own-marxist-party-in-choice-of-prime-minister
https://www.wsj.com/articles/tunisia-sole-survivor-of-arab-spring-risks-sliding-back-to-autocratic-rule-11627560664
https://www.wsj.com/articles/tunisia-sole-survivor-of-arab-spring-risks-sliding-back-to-autocratic-rule-11627560664
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comes after weeks of anti-government protests due to a weak economy and a surge of 

coronavirus infections.   

● Natural gas prices in Europe are expected to increase as a slowdown in European 

production and Russia's refusal to send additional supply have led to shortages 

throughout the continent.  

 

Economics and policy:  

● In preparation for the financial system’s move away from LIBOR, the Alternative 

Reference Rates Committee (ARRC) has endorsed the usage of Secured Overnight 

Financing Rate (SOFR) as the new benchmark interest rate. ARRC was created in 2014 

by the Federal Reserve to oversee the transition away from LIBOR. 

● President Biden has asked Congress to extend the federal eviction moratorium, which is 

set to expire on Saturday.  

● Food and beverage makers have warned that they will keep raising prices in response to 

shortages in materials and labor. So far, the firms have only been able to raise prices 

abroad in places like Latin America, Russia, and Turkey. Prices in North America and 

Europe have remained low due to these companies’ contract commitments with major 

retailers. That being said, as the older contracts run out they will likely be replaced with 

ones using the updated pricing scheme. 

● The Committee for a Responsible Federal Budget found that the pay-fors in the 

infrastructure budget deal may be overstating the level of funding. Their report concludes 

that much of the savings the bill relies on to fund the spending has already taken place.   

● The infrastructure bill is expected to increase the IRS’s ability to surveille crypto 

investors. The bill will require crypto investors and brokers to report all transactions for 

trades above $10,000.  

 

China:   

● Regulators from China held talks with global investors to alleviate concerns of a 

regulatory crackdown on Chinese tech companies listed abroad. The call led to a 

temporary rise in Chinese shares due to officials not offering any reassurances that the 

crackdown will not expand to other companies.  

● A militant group that is affiliated with Al-Qaeda has sought to establish a state within 

Xinjiang. The group remains present in Afghanistan and is viewed as a threat to Chinese 

interests. China has warned its citizens to leave Afghanistan, citing concerns over the 

security situation. 

● China insisted that it will not allow EU diplomats to visit Xinjiang if they continue to 

insist on visiting jailed the Uyghur scholar, Ilham Tohti. European leaders have 

demanded to speak with Tohti as they seek to get a better understanding of the treatment 

of Muslim minorities in Xinjiang. China has characterized the EU’s insistence on talking 

with the jailed activist as disrespect for its sovereignty.  

 

COVID-19:  The number of reported cases is 196,741,728 with 4,201,788 fatalities.  In the U.S., 

there are 34,754,668 confirmed cases with 612,129 deaths.  For illustration purposes, the FT has 

created an interactive chart that allows one to compare cases across nations using similar scaling 

https://www.ft.com/content/d14ec1a3-12f0-484e-9246-d2a2ae9bc004
https://www.ft.com/content/60853d28-4eac-4006-b08e-c2df68a1bb46
https://www.ft.com/content/60853d28-4eac-4006-b08e-c2df68a1bb46
https://www.ft.com/content/60853d28-4eac-4006-b08e-c2df68a1bb46
https://www.wsj.com/articles/biden-asks-congress-to-extend-federal-eviction-moratorium-11627571409
https://www.wsj.com/articles/brace-for-higher-prices-for-ice-cream-tequila-and-bottled-water-11627558364
https://www.wsj.com/articles/brace-for-higher-prices-for-ice-cream-tequila-and-bottled-water-11627558364
https://www.nytimes.com/2021/07/29/us/politics/budget-infrastructure-funding.html
https://www.nytimes.com/2021/07/29/us/politics/budget-infrastructure-funding.html
https://www.bloomberg.com/news/articles/2021-07-29/crypto-surprise-rattles-industry-in-rare-bipartisan-tax-plan?srnd=premium&sref=uIvt3NFS
https://www.ft.com/content/d3d30930-b098-40f0-a628-448c0b532b6d
https://www.ft.com/content/d3d30930-b098-40f0-a628-448c0b532b6d
https://www.scmp.com/week-asia/politics/article/3143053/militant-group-etim-which-has-been-targeted-china-remains-active?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/week-asia/politics/article/3143053/militant-group-etim-which-has-been-targeted-china-remains-active?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/news/china/diplomacy/article/3143158/china-repeats-warning-citizens-leave-afghanistan-days-after
https://www.bloomberg.com/news/articles/2021-07-30/china-stands-firm-against-eu-bid-to-meet-jailed-uyghur-scholar?sref=uIvt3NFS
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
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metrics.  The FT has also issued an economic tracker that looks across countries with high-

frequency data on various factors.  The CDC reports that 397,464,625 doses of the vaccine have 

been distributed with 344,071,595 doses injected.  The number receiving at least one dose is 

189,945,907, while the number of second doses, which would grant the highest level of 

immunity, is 163,739,916.  The FT has a page on global vaccine distribution.   

● An internal presentation from the Center of Disease Control and Prevention 

acknowledged that "the war” against the coronavirus has changed. The presentation states 

that the delta variant can spread as easily as chicken pox, causes more severe illness, and 

the vaccinated can transmit the strain as easily as those who are unvaccinated.  

● President Biden announced on Thursday that all federal employees either need to be 

vaccinated or submit to regular testing and practice social distancing. New York 

Governor Andrew Cuomo issued a similar order. In addition, President Biden has 

requested state and local governments to make $100 payments to every newly vaccinated 

American.  

● The European Union has outpaced the U.S. in vaccine doses per 100 people according to 

Our World in Data. The rise in vaccinations highlights the growing struggle the U.S. has 

had in recent months to get more people vaccinated as well as the EU’s improvement. 

Spain, one of the countries most affected by the coronavirus, has now reached 56.9% of 

full vaccinations, which is among the highest in the world. 

● Israel will offer a third shot of the Pfizer vaccine to people over 60 in an attempt to halt 

the surge in infections from the delta variant.  

● Washington, D.C., will require all people regardless of vaccination status to start wearing 

a mask indoors.  

● Local government offices in Florida have decided to reimpose mask mandates as the 

delta variant continues to spread throughout the state.  

● India has seen an uptick in COVID-19 cases on Friday as the country continues to 

struggle to contain another wave of infections.  

● In Australia, the army has been sent out to neighborhoods to ensure that people who have 

tested positive for the virus remain isolated.  

● Japan has expanded its state of emergency to include four more areas as the country 

continues to struggle to slow the spread of the delta variant.   

 

U.S. Economic Releases  

 

In today’s key economic report, June personal income rose by a seasonally adjusted 0.1%, 

beating expectations for a decline of 0.3% but still reversing only a small part of the revised 

2.2% drop in May.  June personal consumption expenditures (PCE) increased a robust 1.0%, 

beating the expected rise of 0.7% and more than reversing the revised 0.1% slide in the previous 

month.  Compared with June 2020, personal income was up 2.3%, disposable (after-tax) personal 

income was up 0.8%, and  PCE was up 13.6%, although all these numbers are still being 

distorted by the ebb and flow of government pandemic programs and the impact of the pandemic 

itself.  The chart below shows the annual change in personal income and PCE since just before 

the prior recession. 

 

https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.axios.com/cdc-delta-variant-masking-b2b12c7a-d52f-4d45-84e1-02ae8a233438.html
https://www.nytimes.com/live/2021/07/29/world/covid-delta-variant-vaccine/biden-will-detail-his-plan-to-require-us-federal-workers-to-be-vaccinated-or-face-regular-tests
https://www.nytimes.com/live/2021/07/29/world/covid-delta-variant-vaccine/biden-will-detail-his-plan-to-require-us-federal-workers-to-be-vaccinated-or-face-regular-tests
https://www.wsj.com/articles/biden-calls-for-100-payments-for-newly-vaccinated-americans-11627586033
https://www.nytimes.com/2021/07/29/world/europe/eu-us-vaccinations.html
https://ourworldindata.org/
https://www.ft.com/content/b6a80442-a566-43ca-b23d-7793d417eddb
https://thehill.com/policy/healthcare/565465-dc-brings-back-indoor-mask-mandate-starting-saturday
https://thehill.com/policy/healthcare/565465-dc-brings-back-indoor-mask-mandate-starting-saturday
https://www.politico.com/states/florida/story/2021/07/29/covid-mandates-trigger-a-new-clash-between-florida-officials-and-desantis-1389178
https://www.reuters.com/world/india/india-reports-44230-new-covid-19-cases-overall-tally-3157-mln-2021-07-30/
https://www.reuters.com/world/asia-pacific/sydney-under-strict-new-lockdown-rules-cases-soar-2021-07-29/
https://apnews.com/article/2020-tokyo-olympics-japan-tokyo-coronavirus-f38106df2354d25d0eb056f578a31d29
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The income and spending report also includes the personal savings rate, defined as the amount of 

disposable (after-tax) income that isn’t spent on goods and services.  In June, the personal 

savings rate came in at 9.4%.  The huge volume of savings that have been generated since the 

start of the pandemic suggests that consumers will have plenty of firepower to keep ratcheting up 

their consumption for months to come, which should help keep economic growth high in the near 

term.  The chart below shows how the savings rate has changed since just before the last 

recession. 
 

 
 

Of course, the income and spending report also includes the Fed’s preferred inflation gauge.  

Excluding the volatile food and energy components, the June “core” PCE deflator was up 3.5% 

year-over-year.  That was better than the anticipated increase of 3.7%, so it could help ease 

current inflation concerns.  However, the increase in the year to June still reflected a small 

acceleration from the 3.4% rise in the year to May.  The chart below shows how the annual rise 

in the core PCE deflator has changed over time. 
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Separately, the second quarter employment cost index rose by a seasonally adjusted 0.7%, falling 

short of expectations that it would rise 0.9% as it did in the first quarter.  Compared with the 

second quarter of 2020, employment costs were up 2.9%, reflecting a 3.2% increase in wages 

and salary costs and a 2.2% rise in benefit costs.  The chart below shows the annual change in 

the overall index and its subcomponents over time. 
 

 
 

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

9:45 MNI Chicago PMI m/m Jul 64.1 66.1 ***

10:00 U. of Michigan Consumer Sentiment m/m Jul F 80.8 80.8 ***

10:00 U. of Michigan Current Conditions m/m Jul F 84.5 84.5 **

10:00 U. of Michigan Expectations m/m Jul F 78.4% 78.4% **

10:00 U. of Michigan 1-Year Inflation Expectation m/m Jul F 4.8% 4.8% *

10:00 U. of Michigan 5-10 Year Inflation Expectation m/m Jul F 2.9% *

EST Speaker or event

20:30 Lael Brainard Speaks on Rebuilding the Economy

District or position

Economic Releases

Fed Speakers or Events

Members of the Board of Governors  
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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

Japan Jobless Rate m/m Jun 2.9% 3.0% 3.0% *** Equity bullish, bond bearish

Job-To-Applicant Ratio m/m Jun 1.13 1.09 1.10 *** Equity bullish, bond bearish

Industrial Production y/y Jun P 22.6% 21.1% 20.7% *** Equity bullish, bond bearish

Retail Sales y/y Jun P 0.1% 8.3% 0.2% ** Equity and bond neutral

Department Store, Supermarket Sales y/y Jun P -2.2% 5.7% 0.5% * Equity bearish, bond bullish

Australia Private Sector Credit y/y Jun 3.1% 1.9% 2.4% ** Equity and bond neutral

PPI y/y 2Q 2.2% 0.2% ** Equity and bond neutral

New Zealand Building Permits m/m Jun 3.8 -2.4% ** Equity and bond neutral

ANZ Consumer Confidence m/m Jul 113.1 114.1 * Equity bearish, bond bullish

South Korea Business Survey Manufacturing m/m Aug 92.0 99.0 ** Equity bearish, bond bullish

Business Survey Nonmanufacturing m/m Aug 78.0 82.0 * Equity bearish, bond bullish

Industrial Production y/y Jun 11.9% 14.9% 9.6% ** Equity and bond neutral

EUROPE

Eurozone GDP y/y 2Q P 13.7% -1.3% 13.2% *** Equity bullish, bond bearish

Unemployment Rate m/m Jun 7.7% 8.0% 7.9% ** Equity bullish, bond bearish

CPI y/y Jul P 2.2% 1.9% 2.0% ** Equity and bond neutral

Core CPI y/y Jul P 0.7% 0.9% 0.7% ** Equity and bond neutral

Germany GDP WDA y/y 2Q P 9.2% -3.1% 9.6% ** Equity bearish, bond bullish

GDP NSA y/y 2Q P 9.6% -3.4% 9.6% ** Equity and bond neutral

France GDP y/y 2Q P 18.7% 1.7% 17.5% *** Equity bullish, bond bearish

CPI y/y Jul P 1.2% 1.5% 1.0% ** Equity and bond neutral

CPI EU Harmonized y/y Jul P 1.6% 1.9% 1.4% ** Equity and bond neutral

Consumer Spending y/y Jun -2.4% 7.6% -2.1% * Equity and bond neutral

Italy GDP WDA y/y 2Q P 17.3% -0.7% 15.6% *** Equity bullish, bond bearish

Unemployment Rate m/m Jun 9.7% 10.2% 10.6% ** Equity bullish, bond bearish

CPI y/y Jul P 1.8% 1.3% 1.6% ** Equity and bond neutral

CPI EU Harmonized y/y Jul P 0.9% 1.3% 1.0% ** Equity and bond neutral

AMERICAS

Canada GDP y/y May 14.6% 20.0% 14.8% ** Equity bearish, bond bullish

Industrial Product Prices m/m Jun 0.0% 2.7% -0.4% ** Equity and bond neutral

Raw Material Prices m/m Jun 3.9% 3.2% * Equity and bond neutral

Mexico GDP NSA y/y 2Q P 19.7% -3.6% 19.8% *** Equity and bond neutral

Brazil Net Debt / GDP m/m Jun 60.9% 59.7% 60.3% ** Equity bearish, bond bullish

Nominal Budget Balance m/m Jun -75.6b -37.4b -74.5b * Equity and bond neutral

Primary Budget Balance m/m Jun -65.5b -15.5b -64.0b * Equity and bond neutral

Unemployment Rate m/m May 14.6% 14.7% 14.5% * Equity and bond neutral  
 

Financial Markets 
 

The table below highlights some of the indicators that we follow on a daily basis.  Again, the 

color coding is similar to the foreign news description above.  We will add a paragraph below if 

a certain move merits further explanation. 
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Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 13 13 0 Down

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

TED spread (bps) 9 8 1 Neutral

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

10-yr T-note (%) 1.24 1.27 -0.03 down

Euribor/OIS spread (bps) -54 -55 1 Neutral

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

Currencies Direction

dollar Flat Down

euro Flat Up

yen Down Up

pound Flat Up

franc Flat Up  
 

Commodity Markets 
 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 
 

Price Prior Change Explanation

Brent $76.04 $76.05 -0.01%

WTI $73.45 $73.62 -0.23%  

Natural Gas $3.99 $4.06 -1.63%  

Crack Spread $22.08 $22.21 -0.62%

12-mo strip crack $20.45 $20.61 -0.78%

Ethanol rack $2.43 $2.42 0.39%

Gold $1,827.21 $1,828.17 -0.05%

Silver $25.47 $25.51 -0.16%

Copper contract $451.15 $452.35 -0.27%

Corn contract $551.00 $556.50 -0.99%

Wheat contract $698.00 $705.25 -1.03%

Soybeans contract $1,365.00 $1,377.75 -0.93%

Baltic Dry Freight 3,214            3,154            60

Actual Expected Difference

Crude (mb) -4.1 -2.1 -2.0

Gasoline (mb) -2.3 -1.0 -1.3

Distillates (mb) -3.0 -0.3 -2.7

Refinery run rates (%) -0.30% 0.45% -0.75%

Natural gas (bcf) 36.0 41.0 -5.0

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 the 

Pacific Northwest, the Great Plains, and the South, with cooler temperatures in the Southwest 

and the Northeast.  The forecast calls for wetter-than-normal conditions in the Rocky Mountains 

and the Great Lakes regions, with dry conditions for the rest of the country.  There is no tropical 

cyclone activity expected over the next 48 hours. 
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Data Section 
 

U.S. Equity Markets – (as of 7/29/2021 close) 

 

  

0.0% 20.0% 40.0%

Consumer Staples
Utilities

Consumer Discretionary
Materials

Healthcare
Industrials

Technology
S&P 500

Communication Services
Financials

Real Estate
Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0% 2.0%

Communication Services

Real Estate

Healthcare

Utilities

S&P 500

Technology

Consumer Staples

Industrials

Energy

Financials

Materials

Consumer Discretionary

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 7/29/2021 close) 
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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 29, 2021 
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P/E as of 7/28/2021 = 24.1x

 
 

Based on our methodology,1 the current P/E is 24.1x, down 0.1x 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. 


