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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: June 23, 2021—9:30 AM EDT] Global equity markets are generally higher this 

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

Asia Apex 50 closed up 1.5%.  Chinese markets were higher, with the Shanghai Composite up 

0.3% from its prior close and the Shenzhen Composite up 0.8%.  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 (6/21/2021): The Geopolitics of the Colonial Pipeline 

Ransomware Attack: Part II 

• Weekly Energy Update (6/17/2021): Hydrogen is gaining more attention and crude oil 

stockpiles continue to decline 

• Asset Allocation Q2 2021 Rebalance Presentation (5/20/2021): video discussion of our 

asset allocation process, portfolio changes in Q2, and the macro environment 

• Asset Allocation Weekly (6/18/2021) (with associated podcast and chart book): we 

discuss how “base effects” are affecting today's economic and financial data 

• Confluence of Ideas podcast (4/30/2021): “The U.S.-China Balance of Power: Part II” 
 

We open today’s Comment with the latest developments regarding U.S. monetary and fiscal 

policy, followed by news that a socialist may be poised to become the mayor of a major U.S. city 

for the first time in decades.  Next, we cover international items ranging from U.S.-China 

tensions to more evidence of a global regulatory push against private cryptocurrencies.  We close 

with the latest news on the coronavirus pandemic. 

 

U.S. Monetary Policy:  In testimony before Congress again yesterday, Federal Reserve Chair 

Powell admitted that price increases in the wake of the coronavirus pandemic have been larger 

than policymakers had expected and may prove more persistent.  He underscored his view that 

shortages—including used cars, computer chips, and workers—will fade over time, bringing 

inflation closer to the Fed’s 2% long-run target.  The comments show Powell continues to fight 

the good fight regarding his view that monetary policy should remain loose, even as it has 

become clear that multiple members of the policymaking committee are more concerned about 

inflation and would prefer to tighten policy earlier rather than later.  The more those inflation 

hawks make their views known, the more likely it is that the financial markets will price in at 

least some tightening, which will, in turn, keep real financial conditions tighter than they would 

be otherwise. 

 

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_6_21_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_jun_17_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_June_18_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/feds-powell-set-to-testify-before-lawmakers-on-pandemic-programs-11624370400?mod=hp_lead_pos6
https://www.wsj.com/articles/feds-powell-set-to-testify-before-lawmakers-on-pandemic-programs-11624370400?mod=hp_lead_pos6
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U.S. Fiscal Policy:  As White House officials and a bipartisan group of senators negotiated over 

their $1.2 trillion infrastructure proposal yesterday, it appears that the main sticking point was 

over ways to cover at least some of the cost.  Republicans continue to balk at the idea of raising 

income taxes, and Democrats reject increasing the gasoline tax or imposing a tax on electric 

vehicles.  It looks increasingly like the only significant revenue raiser that might come with the 

deal will be to boost funding for IRS enforcement programs.  In other words, most if not all of 

any spending that passes will likely be unfunded.  That may give a significant boost to the 

economy, although it’s probably also already priced into the markets. 

 

U.S. Politics:  In New York’s primary elections yesterday, a former nurse and community 

activist running under the banner of the Democratic Socialists of America and the Working 

Families Party has unseated Buffalo’s four-term Democratic mayor.  If she wins the general 

election in November, she would be the first socialist mayor of a major U.S. city since 1960. 

 

United States-China:  A long article in the Wall Street Journal yesterday highlighted China’s 

extensive use of a form of home imprisonment called “residential surveillance at a designated 

location.”  Authorities will hold a suspect for interrogation in a secret location for months at a 

time before any arrest or charge.  We suspect the program, which has even ensnared U.S. 

citizens, will become a new source of tension between the U.S. and China in the coming months. 

• In another development that will worsen U.S.-China relations, Hong Kong’s Apple Daily 

pro-democracy tabloid said it will be forced to close down after its assets were frozen and 

its journalists were arrested last week under the draconian new security law that Beijing 

imposed on the city.  The newspaper said its final edition would be printed on Thursday, 

and its website would stop being updated at midnight the same day. 

• Despite the accumulating concern about Chinese human rights abuses, reports overnight 

indicated the Biden administration is pushing to ramp up high-level engagement with the 

Chinese government.  The two sides are reportedly discussing a possible meeting 

between U.S. Secretary of State Blinken and Chinese Foreign Minister Wang at next 

week’s G20 meeting in Italy.  The Biden administration has also told Beijing it would 

like to send Deputy Secretary of State Sherman to China over the summer. 

o After months of pursuing an unexpectedly hardline approach to China, the 

administration’s apparent pivot toward talks may reflect its growing confidence 

after getting the coronavirus pandemic under control at home and making good 

gains on rebuilding U.S. alliances abroad. 

o All the same, it feels like any pivot to talks at this point may be premature.  Such 

a shift would also subject President Biden to criticism for being “soft on China.”  

If the talks do happen, much will depend on how firmly the administration pushes 

and how much success it might have in curbing China’s geopolitical, economic, 

and technological aggressions. 

o As if to inoculate the administration from charges of being soft on China, the U.S. 

Navy conducted the sixth “freedom of navigation operation” of Biden’s 

presidency today, sending the guided-missile destroyer USS Curtis Wilbur on a 

pass through the Taiwan Strait. 

https://www.wsj.com/articles/infrastructure-talks-focus-on-how-to-pay-for-bipartisan-package-11624381379?mod=politics_lead_pos10
https://www.wsj.com/articles/infrastructure-talks-focus-on-how-to-pay-for-bipartisan-package-11624381379?mod=politics_lead_pos10
https://www.nytimes.com/2021/06/23/nyregion/india-walton-buffalo-mayor-socialist.html?action=click&module=Spotlight&pgtype=Homepage
https://www.wsj.com/articles/american-basketball-pro-spent-eight-months-in-secretive-china-detention-11624363200?mod=hp_lead_pos11
https://www.wsj.com/articles/american-basketball-pro-spent-eight-months-in-secretive-china-detention-11624363200?mod=hp_lead_pos11
https://www.ft.com/content/1eec04cb-bc7d-497b-9c87-4518355b5fc6
https://www.ft.com/content/f906c7f7-d351-4ce8-bb40-66c792b8f12f
https://www.ft.com/content/f906c7f7-d351-4ce8-bb40-66c792b8f12f
https://www.scmp.com/news/china/diplomacy/article/3138410/china-us-relations-uss-curtis-wilbur-sails-through-taiwan?utm_medium=email&utm_source=mailchimp&utm_campaign=enlz-scmp_international&utm_content=20210623&tpcc=enlz-scmp_international&MCUID=b11497b3c2&MCCampaignID=428ab617ef&MCAccountID=3775521f5f542047246d9c827&next_article_id=3138462&tc=11
https://www.scmp.com/news/china/diplomacy/article/3138410/china-us-relations-uss-curtis-wilbur-sails-through-taiwan?utm_medium=email&utm_source=mailchimp&utm_campaign=enlz-scmp_international&utm_content=20210623&tpcc=enlz-scmp_international&MCUID=b11497b3c2&MCCampaignID=428ab617ef&MCAccountID=3775521f5f542047246d9c827&next_article_id=3138462&tc=11
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United States-Iran:  The Department of Justice said it has seized dozens of U.S. websites linked 

to Iranian groups, including the Revolutionary Guard’s, because they were spreading 

misinformation and operating in the country without licenses. 

 

United Kingdom-Russia:  The Russian military said one of its warships fired warning shots and 

a warplane dropped bombs to force the British destroyer HMS Defender from Russia’s waters 

near Crimea in the Black Sea. 

 

Global Oil Market:  Global oil prices are now at their highest level in roughly two and a half 

years.  OPEC and its Russia-led allies are reportedly considering boosting their collective oil 

output by 500,000 barrels per day when they meet next week.  If the production hike is 

implemented, it would mean that almost half of the group’s massive, pandemic-inspired output 

cut last year was reversed. 

 

Global Cryptocurrencies:  The Bank for International Settlements, often referred to as the 

central bank for central banks, today issued a report that essentially trashes private 

cryptocurrencies for overstated benefits and having the potential to undermine the public good 

provided by the current global payments system and central banks.  The report marks a continued 

push by central banks and financial regulators against private cryptocurrencies, even as many 

central banks work to develop their own digital currencies. 

 

COVID-19:  Official data show confirmed cases have risen to 179,232,891 worldwide, with 

3,884,162 deaths.  In the United States, confirmed cases rose to 33,566,075 with 602,465 deaths.  

Vaccine doses delivered in the U.S. now total 379,446,660, while the number of people who 

have received at least their first shot totals 177,635,067.  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, 53.5% of the U.S. population has now received at least 

one dose of a vaccine, and 45.3% of the population is fully vaccinated. 

• Despite the progress on vaccinations to date, the Biden administration admitted that it 

would miss the president’s target of vaccinating 70% of U.S. adults by July 4, in large 

part because of younger people’s disinterest or reluctance to get vaccinated. 

• According to a new private-sector analysis, the highly transmissible and deadlier Delta 

variant of the virus is spreading so rapidly in the U.S. that it could become the dominant 

strain in the next two to three weeks.  The variant is particularly adept at sickening 

unvaccinated young people.  In the words of President Biden’s chief pandemic advisor, 

Dr. Anthony Fauci, “The Delta variant is currently the greatest threat in the U.S. to our 

attempt to eliminate COVID-19.” 

• The U.K. is proving to be a test bed for controlling the Delta variant in a population with 

high vaccination rates except for the young. 

https://www.ft.com/content/85887c18-c247-4dbe-880b-b40de17f6270
https://www.ft.com/content/85887c18-c247-4dbe-880b-b40de17f6270
https://finance.yahoo.com/portfolio/pf_12/view/view_2
https://finance.yahoo.com/portfolio/pf_12/view/view_2
https://www.wsj.com/articles/opec-alliance-considers-boosting-production-amid-uneven-recovery-11624451530?mod=markets_lead_pos3
https://www.wsj.com/articles/opec-alliance-considers-boosting-production-amid-uneven-recovery-11624451530?mod=markets_lead_pos3
https://www.ft.com/content/b6a3bf06-ad6b-4ab4-9ae3-15aca453f50d
https://www.ft.com/content/b6a3bf06-ad6b-4ab4-9ae3-15aca453f50d
https://www.nytimes.com/live/2021/06/23/world/covid-vaccine-coronavirus-mask
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.ft.com/content/9ae79fec-1fc5-47f5-87b9-fc239c4b1049
https://www.ft.com/content/9ae79fec-1fc5-47f5-87b9-fc239c4b1049
https://www.wsj.com/articles/delta-covid-19-variant-could-be-dominant-in-u-s-in-two-to-three-weeks-study-says-11624387427?mod=hp_lead_pos7
https://www.wsj.com/articles/delta-covid-19-variant-could-be-dominant-in-u-s-in-two-to-three-weeks-study-says-11624387427?mod=hp_lead_pos7
https://www.wsj.com/articles/race-between-covid-19-vaccines-and-delta-variant-plays-out-in-u-k-11624450110
https://www.wsj.com/articles/race-between-covid-19-vaccines-and-delta-variant-plays-out-in-u-k-11624450110
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• One of Wall Street’s largest financial firms, Morgan Stanley (MS, $85.70), said in an 

internal memo that employees and clients who do not attest to being fully vaccinated 

would be barred from entering its New York offices.  The Morgan Stanley policy is the 

strictest yet among large Wall Street banks, which have been at the forefront of the push 

to convince workers to return to the office. 

• More than 150 employees at the Houston Methodist Hospital system who refused to get 

vaccinated have been fired or resigned after a judge dismissed an employee lawsuit over 

the requirement. 

• CDC advisers will meet today to address reports of rare heart problems in young people 

immunized with the vaccines from Pfizer (PFE, $39.61) and Moderna (MRNA, $221.36).  

The reports involve conditions called myocarditis, inflammation of the heart muscle, and 

pericarditis, inflammation of the membrane surrounding the heart. 

o Most cases have been mild, with symptoms like fatigue, chest pain, and 

disturbances in heart rhythm that quickly clear up. 

o The agency is tracking nearly 800 reports, although not all have definitively been 

linked to the vaccines. 

 

Economic and Financial Market Impacts 

• As the pandemic-induced online retailing surge continues apace and firms search for new 

distribution centers close to ports and population centers, rents are surging for industrial 

and warehouse space. 

o Demand for industrial real estate is so strong that taking rents—the initial base 

rent agreed on by a landlord and tenant—are rising faster than asking rents. 

o Industrial taking rents were up 9.7% in the first five months of 2021 compared 

with the same period last year, while industrial asking rents rose 7.1%. 

• Evidence continues to accumulate, showing that the economic reopening in Europe is 

likely to produce extraordinarily rapid economic growth and at least temporary inflation 

pressures.  The IHS Markit “flash” Purchasing Managers’ Index for June jumped to 59.2, 

beating expectations and marking its highest level in 15 years.  Like all major PMIs, the 

Market PMI is designed such that readings over 50 will point to expanding activity. 

 

U.S. Economic Releases  
 

Mortgage applications rose during the week ending June 18, according to the Mortgage Brokers 

Association.  The MBA Mortgage Application Index rose 2.1% from the prior week.  The 

purchase index rose 0.6% from the previous week, while the refinancing application index rose 

2.8%.  The average 30-year fixed-rate mortgage rose 7 bps from 3.11% to 3.18%. 

 

The current account deficit widened more than expected in the fourth quarter, according to the 

Commerce Department.  The Current Account deficit came in at $195.2B compared to 

expectations of $206.2B. 

 

https://www.ft.com/content/489422df-6b40-4787-98df-7ac5fd3dee6b
https://www.ft.com/content/489422df-6b40-4787-98df-7ac5fd3dee6b
https://www.wsj.com/articles/houston-hospital-workers-fired-resign-over-covid-19-vaccine-11624404963
https://www.nytimes.com/live/2021/06/23/world/covid-vaccine-coronavirus-mask#cdc-advisers-are-expected-to-discuss-rare-heart-problems-in-vaccinated-younger-people
https://www.wsj.com/articles/warehouse-rents-surge-on-bidding-wars-for-scarce-space-11624386011?mod=lead_feature_below_a_pos1
https://www.ft.com/content/621939af-31a4-4f2e-a966-48b01894932c
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The chart above shows the Current Account balance as a percentage of GDP.  The Current 

Account percentage fell from -3.26% of GDP to -3.55% in the fourth quarter.  

 

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

EDT Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m Jun 62.1 61.5 **

9:45 Markit US Services PMI m/m Jun 70.4 70.0 **

9:45 Markit US Composite PMI m/m Jun 69 **

10:00 New Home Sales m/m May 863k 865k **

10:00 New Home Sales m/m May -5.9% 0.2% **

EST Speaker or event

9:00 Michelle Bowman Speaks at Fed Conference on Economic Resilience

11:00 Raphael Bostic Speaks at Launch for Book on Economic Mobility President of the Federal Reserve Bank of Atlanta

16:30 Eric Rosengren Speaks at Yale Economic Symposium President of the Federal Reserve Bank of Boston

District or position

Economic Releases

Fed Speakers or Events

Member of the Board of Governors

 

 

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 Jibun Bank Japan PMI Mfg m/m Jun 51.5 53 ** Equity and bond neutral

Jibun Bank Japan PMI Services m/m Jun 47.2 46.5 ** Equity and bond neutral

Jibun Bank Japan PMI Composite m/m Jun 47.8 48.8 ** Equity and bond neutral

Leading Index CI m/m Apr 103.8 103.0 *** Equity bullish, bond bearish

Coincident Index m/m Apr 95.3 95.5 ** Equity and bond neutral

Australia Markit Australia PMI Services m/m Jun 56.0 58.0 ** Equity and bond neutral

Markit Australia PMI Composite m/m Jun 56.1 58.0 ** Equity and bond neutral

Markit Australia PMI Mfg m/m Jun 58.4 60.4 ** Equity and bond neutral

EUROPE

Eurozone Markit Eurozone Manufacturing PMI m/m Jun 63.1 63.1 62.3 ** Equity and bond neutral

Markit Eurozone Services PMI m/m Jun 58.0 55.2 58.0 ** Equity and bond neutral

Markit Eurozone Composite PMI m/m Jun 59.2 57.1 58.8 ** Equity bullish, bond bearish

Germany Markit/BME Germany Manufacturing PMI m/m Jun 64.9 64.4 63.0 ** Equity bullish, bond bearish

Markit Germany Services PMI m/m Jun 58.1 52.8 55.7 ** Equity bullish, bond bearish

Markit/BME Germany Composite PMI m/m Jun 60.4 56.2 57.6 ** Equity bullish, bond bearish

France Markit France Manufacturing PMI m/m Jun 58.6 59.4 59.0 ** Equity and bond neutral

Markit France Services PMI m/m Jun 57.4 56.6 59.5 ** Equity and bond neutral

Markit France Composite PMI m/m Jun 57.1 57.0 59.0 ** Equity and bond neutral

UK Markit UK PMI Manufacturing SA m/m Jun 64.2 65.6 64.0 ** Equity and bond neutral

Markit/CIPS UK Services PMI m/m Jun 61.7 62.9 62.8 ** Equity and bond neutral

Markit/CIPS UK Composite PMI m/m Jun 61.7 62.9 62.5 ** Equity and bond neutral

AMERICAS

Mexico International Reserves Weekly w/w 18-Jun $192827m $193467m ** 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) 14 13 1 Up

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

TED spread (bps) 11 10 1 Neutral

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

10-yr T-note (%) 1.47 1.46 0.01 Neutral

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

EUR/USD 3-mo swap (bps) 4 4 0 Down

Currencies Direction

dollar Flat Down

euro Flat Up

yen Down Up

pound Up Up

franc Flat Up  
 

Commodity Markets 
 

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

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

Brent $75.58 $74.81 1.03% Bullish API report

WTI $73.50 $72.85 0.89%  

Natural Gas $3.27 $3.26 0.28%  

Crack Spread $19.97 $19.26 3.67%

12-mo strip crack $20.19 $19.72 2.34%

Ethanol rack $2.55 $2.54 0.40%

Gold $1,782.80 $1,778.74 0.23%

Silver $25.96 $25.78 0.70%

Copper contract $425.35 $421.90 0.82%

Corn contract $540.50 $539.00 0.28%

Wheat contract $662.75 $655.00 1.18%

Soybeans contract $1,305.75 $1,302.25 0.27%

Baltic Dry Freight 3119 3190 -71

Actual Expected Difference

Crude (mb) -3.5

Gasoline (mb) 1.0

Distillates (mb) 1.0

Refinery run rates (%) 0.50%

Natural gas (bcf) 67.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

throughout the entire western half of the country, with cooler temperatures in the Midwest and 

the South.  The forecast calls for wet conditions across most of the country and dry conditions in 

the Pacific Northwest and the Rocky Mountains.  Meanwhile, there is a tropical disturbance 

developing outside the coast of Colombia. 



 

 

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

www.confluenceinvestment.com 

 8 

Data Section 
 

U.S. Equity Markets – (as of 6/22/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Utilities
Consumer Staples

Consumer Discretionary
Healthcare

Technology
S&P 500

Materials
Industrials

Communication Services
Real Estate

Financials
Energy

YTD Total Return

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

Utilities

Real Estate

Industrials

Consumer Staples

Financials

Healthcare

Materials

S&P 500

Energy

Communication Services

Technology

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 6/22/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

US High Yield

Emerging Markets (local currency)

Emerging Markets ($)

Foreign Developed ($)

Growth

Large Cap

Foreign Developed (local currency)

Value

Mid Cap

Small 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 Update 

 

June 17, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 6/16/2021 = 24.8x

 
 

Based on our methodology,1 the current P/E is 24.8x, up 0.1x from last week.   

 
 

 

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the 

authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward-looking 

statements expressed are subject to change. This is not a solicitation or an offer to buy or sell any security. 

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes two actual quarters (Q3 and Q4) and two estimates (Q1 and Q2). 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. 


