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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: October 1, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

Europe, the EuroStoxx 50 is essentially unchanged from its prior close.  In Asia, the MSCI Asia 

Apex 50 closed down 0.5%.  Chinese markets were higher, with the Shanghai Composite up 

0.9% from its prior close and the Shenzhen Composite up 2.0%.  U.S. equity index futures are 

signaling a higher 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 (9/27/2021): “Afghanistan, Part III: Russia and Central Asia” 

• Weekly Energy Update (9/30/2021):  Oil inventories unexpectedly rose last week, and the 

energy crisis in Europe is worsening.   

• Asset Allocation Q3 2021 Rebalance Presentation (8/26/2021): A video discussion of our 

asset allocation process, portfolio changes in Q3, and the macro environment 

• Asset Allocation Weekly (10/1/2021) (with associated podcast): we discuss the 

monthly inflation numbers and what they can tell us about the strength and staying 

power of inflation  

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

Globalization” 

 

Good morning! U.S. equity futures are signaling a higher open this morning. Today's report 

begins with an international news roundup followed by U.S. economics and policy coverage. 

China news is next, and we end the report with our pandemic coverage. 

 

International news:   

● The European Union is advocating for the continent to start mining its own rare earth 

minerals. The plan, published by the European Raw Materials Alliance, asks 

governments and firms to support mining and processing through subsidies and sales 

quotas. The move is designed to reduce the EU’s reliance on China for its rare earths. 

Last week, China announced that it will consolidate all of its rare earth companies into 

two firms to gain better pricing power in markets.  The demand for rare earths has 

increased as countries look to produce more electric vehicles. Last year, the EU overtook 

China in electric car sales. However, the push by Europe to mine its own rare earths does 

have a downside. The mining of rare earths is extremely pollutant, so the proposal could 

face some backlash from environmentalists.   

 

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_9_27_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_sep_30_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Oct_1_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.bloomberg.com/news/articles/2021-09-30/eu-makes-2-billion-push-to-curb-reliance-on-china-s-rare-earths?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-09-30/eu-makes-2-billion-push-to-curb-reliance-on-china-s-rare-earths?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-09-24/china-s-rare-earth-miners-announce-plan-to-restructure-assets
https://www.bloomberg.com/news/articles/2021-09-24/china-s-rare-earth-miners-announce-plan-to-restructure-assets
https://e360.yale.edu/features/china-wrestles-with-the-toxic-aftermath-of-rare-earth-mining
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● The leader of the World Trade Organization, Ngozi Okonjo-Iweala, is rumored to be 

considering resigning from her position, citing inertia. Since taking office, she has been 

unable to make any headway in achieving her policy agenda. She is believed to be 

seeking a resolution to fishery subsidies, reducing trade-distorting agricultural policies, 

and developing a framework to expand global trade in vaccines. Her frustrations were 

shared by her predecessor, Roberto Azevedo, who resigned for similar reasons. The 

WTO has struggled to get anything meaningful approved as China and the U.S. struggle 

for influence over the multinational organization. If Okonjo-Iweala steps down from her 

role in the WTO, it would likely add further chaos within the organization and make it 

harder for countries to resolve trade disputes.  

● North Korea launched an anti-aircraft missile on Thursday in response to stalled nuclear 

talks with the U.S. After a failed summit with President Trump in 2019, the two sides 

have not met to discuss the removal of sanctions.  

● Turkey, a NATO ally, announced that it could deepen defense ties with Russia. The 

proposal by Turkish President Recep Tayyip Erdogan includes developing war planes, jet 

engines, and space technology. The announcement will likely anger members of NATO 

who view Russia as a strategic threat to their interests. Erdogan’s decision to build closer 

ties with Russia has been attributed to his inability to get a meeting with President Biden. 

The U.S. has had a dicey relationship with Erdogan following his decision to purchase an 

anti-defense missile from Russia. Thus, his recent overture to Russia will likely further 

anger the U.S.   

● The EU postponed trade talks with Australia as the fallout from the AUKUS deal 

continues. In September, Australia canceled a deal to secure submarines from France in 

favor of a deal with the U.S. and U.K. The EU, and particularly France, are still angry 

over the cancelled deal.  

● Ethiopia expelled seven U.N. officials after the agency criticized the country’s treatment 

of the people of Tigray. The expulsion comes two days after the U.N. aid chief warned 

that the government’s blockade of aid likely led to a famine in the northern region of 

Tigray, an accusation Ethiopia has denied.  

 

Economics and policy:  

● House Speaker Nancy Pelosi delayed a vote on the infrastructure bill on Thursday likely 

due to a lack of support. She is expected to push for a vote on Friday. The holdup appears 

to be coming from progressives who are threatening to sink the infrastructure bill if the 

Senate does not vote on the $3.5 trillion spending bill. The delay of the vote underscores 

the growing friction between moderates and progressives within the Democratic Party. 

Moderates would like to reduce the price tag of the spending bill or increase the bill’s 

funding, meanwhile progressives believe that they have compromised enough after 

coming down from their original $6 trillion proposal to $3.5 trillion. The standoff 

between the two sides has escalated the chances that neither bill passes. That being said, 

moderates clearly have the advantage in negotiations as the infrastructure bill has a better 

chance of receiving bipartisan support having already passed the Senate with the help of 

Republicans. If Pelosi could corral votes from moderate Republicans in the House, she 

could offset the loss of support from progressives and make the passage of the 

infrastructure bill much more likely to happen. However, the same is not true for the 

https://www.vanguardngr.com/2021/09/breaking-okonjo-iweala-considers-quitting-wto-job-officials/
https://www.vanguardngr.com/2021/09/breaking-okonjo-iweala-considers-quitting-wto-job-officials/
https://www.nknews.org/2021/09/north-korea-says-it-tested-new-anti-aircraft-missile-on-thursday/
https://www.ft.com/content/9cf80290-33c2-4f8a-9fcb-d2c3598b4132
https://www.reuters.com/business/eu-postpones-trade-talks-with-australia-amid-submarine-deal-fallout-2021-10-01/
https://www.reuters.com/world/africa/ethiopia-expels-seven-senior-un-officials-2021-09-30/
https://www.bloomberg.com/news/articles/2021-10-01/pelosi-regroups-on-infrastructure-with-hopes-for-friday-vote?srnd=premium&sref=uIvt3NFS
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spending bill, which will need every Democrat vote in the Senate in order to secure its 

passage.  

○ On Thursday, Senator Joe Manchin (D-WV) announced that he would like the 

spending bill to be cut to $1.5 trillion in addition to including natural gas in the 

clean energy program. Democrats have so far scoffed at the proposal but still 

appear willing to work with Manchin. 

● A map developed by Axios shows that the Biden administration has prioritized trips to 

Asia and Europe. The map provides further evidence that U.S. foreign policy is becoming 

more focused on countering China’s influence in the Indo-Pacific region.  

● On Thursday, President Biden signed a temporary stop-gap government funding bill that 

will avoid another shutdown for nine weeks.   

○ During her testimony before the House Financial Services Committee, Janet 

Yellen stated that she would like the power to raise the debt limit taken away 

from Congress. 

● LinkedIn, which is owned by Microsoft (MSFT, $281.92), has received scrutiny for 

blocking the profiles of U.S. journalists in China. LinkedIn cited prohibited content as its 

reason for blocking the profiles. The move has led to backlash from U.S. policymakers. 

Senator Rick Scott (R-FL) sent a letter to Microsoft seeking answers.  

● New rent data from Zillow suggests that average rents have increased more than 10% 

from the prior year. The increase in rent prices could further add to inflation woes. Most 

of the rise appears to be coming from areas that were forced to lower rent prices at the 

start of the pandemic, thus the sharp rise could be an indicator of things returning to 

normal. However, there is a possibility that rent prices could continue to increase as firms 

look to recoup earnings that they may have foregone during the pandemic.  

 

China:   

● High energy prices have started to impact China’s manufacturing sector. On Thursday, 

China’s PMI revealed that its manufacturing sector fell into contraction territory in 

September. The dip was due to an increase in input costs resulting from the growing 

shortage of commodities. The shortage has led China to push firms to secure energy 

resources at all costs as it prepares for the winter.  

● The Biden administration has warned China that it is willing to impose Trump-era tariffs 

on its imports if Beijing does not honor its agreement outlined in the Phase One trade 

deal. So far, China has lagged in its commitment to purchase $200 billion worth of U.S. 

trade goods. However, implementing tariffs would be harmful for U.S. firms that are 

struggling to deal with the high input costs. As a result, we suspect the administration 

will not likely be quick to implement these tariffs any time soon. 

 

COVID-19: The number of reported cases is 233,799,148 with 4,784,202 fatalities.  In the U.S., 

there are 43,459,971 confirmed cases with 697,849 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 474,245,945 doses of the vaccine have 

been distributed with 392,909,995 doses injected.  The number receiving at least one dose is 

https://www.nytimes.com/2021/09/30/us/politics/manchin-biden-spending-bill.html
https://www.nytimes.com/2021/09/30/us/politics/manchin-biden-spending-bill.html
https://thehill.com/policy/energy-environment/574808-manchin-gas-has-to-be-part-of-clean-energy-program?rl=1
https://www.axios.com/biden-skips-africa-prioritizes-asia-trips-a8d8f07a-ed14-421a-8d18-cbcb5965299e.html
https://www.cnbc.com/2021/09/30/government-shutdown-congress-moves-to-pass-funding-bill.html
https://www.cnbc.com/2021/09/30/yellen-lends-support-for-effort-to-remove-the-debt-ceiling-altogether.html
https://www.cnbc.com/2021/09/30/yellen-lends-support-for-effort-to-remove-the-debt-ceiling-altogether.html
https://www.axios.com/scott-linkedin-microsoft-china-journalist-profile-5b5564ee-8b1c-406a-b459-2912fb54c646.html
https://www.bloomberg.com/news/articles/2021-09-29/u-s-rents-are-accelerating-at-shocking-rates-of-more-than-10?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-09-29/u-s-rents-are-accelerating-at-shocking-rates-of-more-than-10?srnd=premium&sref=uIvt3NFS
https://www.cnn.com/2021/09/30/economy/china-factories-growth-intl-hnk/index.html
https://www.bloomberg.com/news/articles/2021-09-30/china-orders-top-energy-firms-to-secure-supplies-at-all-costs?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-09-30/china-orders-top-energy-firms-to-secure-supplies-at-all-costs?sref=uIvt3NFS
https://www.axios.com/china-trump-biden-tariffs-katherine-tai-9436fbd8-2bc4-4511-8844-7bbf014a1a00.html
https://www.axios.com/china-trump-biden-tariffs-katherine-tai-9436fbd8-2bc4-4511-8844-7bbf014a1a00.html
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
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
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214,332,261, while the number receiving second doses, which would grant the highest level of 

immunity, is 184,601,450.  The FT has a page on global vaccine distribution.   

● Vaccination mandates for healthcare workers have boosted rates to 90% or higher for 

most major healthcare employers.  

● Merck & Co., Inc. (MRK, $75.11) announced that it has developed an antiviral pill, 

molnupiravir, that can reduce the risk of hospitalization or death by 50%. The discovery 

could make it easier for COVID-19 patients to receive at-home treatment. The company 

has stated that it will seek an emergency-use authorization from the U.S. Food and Drug 

Administration.  

● More countries are beginning to turn down COVID-19 vaccines developed by China in 

favor of those developed by the U.S. or Europe. The shift comes as the Chinese vaccine, 

Sinovac, has proven to be less effective against the delta variant.   

 

U.S. Economic Releases  

 

In the most important domestic release so far today, personal income rose by a seasonally 

adjusted 0.2% in August, matching expectations but still much weaker than the 1.1% rise in July.  

In contrast, personal consumption expenditures (PCE) rose 0.8% in August, slightly beating the 

expected increase of 0.7% and more than offsetting the revised 0.1% decline in the prior month.  

Compared with August 2020, personal income was up a healthy 6.1%, while PCE was up an 

even stronger 11.6%.  The chart below shows the year-over-year rise in personal income and 

PCE since just before the prior recession. 
 

 
 

Since spending is now up more than income compared with one year ago, the report actually 

reflected some normalization in savings rates.  Defined as the difference between spending and 

after-tax (disposable) income, the August personal savings rate declined to 9.4%.  Of course, the 

extremely high savings rates earlier in the pandemic mean consumers still have plenty of 

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.nytimes.com/2021/09/30/us/california-vaccine-mandate-health-care.html
https://www.nytimes.com/2021/09/30/us/california-vaccine-mandate-health-care.html
https://www.bloomberg.com/news/articles/2021-10-01/merck-says-covid-antiviral-cut-hospitalization-deaths-by-half?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-09-29/china-s-vaccine-push-falters-as-nations-switch-to-mrna-shots?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-09-29/china-s-vaccine-push-falters-as-nations-switch-to-mrna-shots?sref=uIvt3NFS
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firepower for buying goods and services going forward, but if the savings rate continues to 

normalize, that excess saving may eventually be used up. 
 

 
 

The personal income and spending report also includes the Fed’s preferred measure of inflation.  

Excluding the volatile food and energy components, the Core PCE Deflator in August was up 

3.6% from the same month one year earlier.  That was no higher than the 3.6% rise in the year to 

July, but it was a bit worse than anticipated as survey respondents expected the annual rise to 

come in at 3.5%.  The chart below shows the annual rise in the Core PCE Deflator since just 

before the last recession. 
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The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

9:45 Markit Manufacturing PMI m/m Sep F 60.5 60.5 ***

10:00 ISM Manufacturing PMI m/m Sep 59.5 59.9 ***

10:00 ISM Manufacturing PMI - Prices Paid m/m Sep 78.5 79.4 **

10:00 ISM Manufacturing PMI - New Orders m/m Sep 63.6 66.7 *

10:00 ISM Manufacturing PMI - Employment m/m Sep 50.2 49.0 *

10:00 Construction Spending m/m Aug 0.3% 0.3% **

10:00 U. of Michigan Consumer Sentiment m/m Sep F 71.0 71.0 ***

10:00 U. of Michigan Current Conditions m/m Sep F 77.1 77.1 **

10:00 U. of Michigan Expectations m/m Sep F 67.1 67.1 **

10:00 U. of Michigan 1-Year Inflation Expectation m/m Sep F 4.8% 4.7% *

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

EST Speaker or event

11:00 Patrick Harker Discusses the Economic Outlook President of the Federal Reserve Bank of Philadelphia

13:00 Loretta Mester Discusses Inflation and Employment President of the Federal Reserve Bank of Cleveland

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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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Job-to-Applicant Ratio m/m Aug 1.14 1.15 1.14 *** Equity and bond neutral

Jobless Rate m/m Aug 2.8% 2.8% 2.9% *** Equity bullish, bond bearish

Jibun Bank Manufacturing PMI m/m Sep F 51.2 51.2 *** Equity and bond neutral

Tankan Large Manufacturing Index m/m Sep 18 14 13 *** Equity bullish, bond bearish

Tankan Large Non-Manufacturing Index m/m Sep 2 1 0 *** Equity bullish, bond bearish

Tankan Large Manufacturing Outlook m/m Sep 14 13 14 *** Equity and bond neutral

Tankan Large Non-Manufacturing Outlook m/m Sep 3 3 5 *** Equity bearish, bond bullish

Tankan Large All-Industry Capex m/m Sep 10.1% 9.6% 9.3% *** Equity bullish, bond bearish

Australia Markit Manufacturing PMI m/m Sep F 56.8 57.3 * Equity bearish, bond bullish

New Zealand ANZ Consumer Confidence Index m/m Sep 104.5 109.6 * Equity bearish, bond bullish

South Korea Markit Manufacturing PMI m/m Sep 52.4 51.2 *** Equity bullish, bond bearish

Exports y/y Sep 16.7% 34.8% 16.0% *** Equity bullish, bond bearish

Imports y/y Sep 31.0% 44.0% 28.0% ** Equity and bond neutral

Trade Balance m/m Sep $4203m $1646m $5061m * Equity and bond neutral

India Markit Manufacturing PMI m/m Sep 53.7 52.3 *** Equity bullish, bond bearish

EUROPE

Eurozone Markit Manufacturing PMI m/m Sep F 58.6 58.7 58.7 *** Equity and bond neutral

CPI y/y Sep P 3.4% 3.0% 3.3% ** Equity and bond bearish

Core CPI y/y Sep P 1.9% 1.6% 1.9% * Equity and bond neutral

Germany Markit Manufacturing PMI m/m Sep F 58.4 58.5 58.5 *** Equity and bond neutral

Retail Sales y/y Aug 0.4% 0.4% 1.8% * Equity bearish, bond bullish

France Markit Manufacturing PMI m/m Sep F 55.0 55.2 55.2 *** Equity and bond neutral

Italy Markit Manufacturing PMI m/m Sep F 59.7 60.9 59.5 *** Equity and bond neutral

UK Markit Manufacturing PMI m/m Sep F 57.1 56.3 56.3 *** Equity bullish, bond bearish

Switzerland Manufacturing PMI m/m Sep 68.1 67.7 65.5 *** Equity bullish, bond bearish

Russia Markit Manufacturing PMI m/m Sep F 49.8 46.5 47.1 *** Equity bullish, bond bearish

AMERICAS

Canada GDP y/y Jul 4.7% 8.0% 5.0% ** Equity and bond neutral

Brazil FGV CPI IPC-S m/m 30-Sep 1.4% 1.3% 1.3% ** 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. 
 

Fixed Income Today Prior Change Trend

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

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

TED spread (bps) 10 10 0 Neutral

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

10-yr T-note (%) 1.49 1.49 0.00 Down

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

EUR/USD 3-mo swap (bps) 15 15 0 Down

Currencies Direction

dollar Down Down

euro Up Up

yen Up Neutral

pound Up Neutral

franc Up Neutral  
 

Commodity Markets 
 

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

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

 
 



 

 

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

www.confluenceinvestment.com 

 8 

Price Prior Change Explanation

Brent $78.19 $78.31 -0.15%

WTI $74.77 $75.03 -0.35%  

Natural Gas $5.78 $5.87 -1.41%  

Crack Spread $19.77 $19.06 3.74%

12-mo strip crack $21.05 $20.51 2.62%

Ethanol rack $2.51 $2.52 -0.35%

Gold $1,754.73 $1,756.95 -0.13%

Silver $22.35 $22.17 0.82%

Copper contract $418.10 $408.90 2.25%

Corn contract $537.75 $536.75 0.19%

Wheat contract $737.00 $725.50 1.59%

Soybeans contract $1,252.50 $1,256.00 -0.28%

Baltic Dry Freight 5,167            5,197            -30

Actual Expected Difference

Crude (mb) 4.6 -2.5 7.1

Gasoline (mb) 0.2 1.2 -1.0

Distillates (mb) 0.4 -1.1 1.5

Refinery run rates (%) 0.60% 0.50% 0.10%

Natural gas (bcf) 88.0 86.0 2.0

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 Northern Great Plains, the Great Lakes, and the Northeast, with cooler-than-

normal temperatures only along the West Coast.  The forecast calls for dry conditions in the 

Great Plains, with wet conditions in the Far West and the Southeast. 

 

There are currently two cyclonic disturbances in the Atlantic region.  Hurricane Sam is far out in 

the Atlantic and is expected to move northward.  Although it should not directly hit the U.S., its 

swells are expected to affect the Northern Leeward Islands, the Greater Antilles, and the U.S. 

East Coast in the coming days.  Meanwhile, Tropical Storm Victor remains far out in the 

Atlantic, midway between Africa and South America. We are past the normal peak of hurricane 

activity, which occurred on September 10. 
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Data Section 
 

U.S. Equity Markets – (as of 9/30/2021 close) 
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-3.0% -2.0% -1.0% 0.0%

Industrials

Consumer Staples

Consumer Discretionary

Real Estate
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Materials

Energy
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S&P 500

Utilities

Technology

Communication Services

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 9/30/2021 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 
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P/E as of 9/29/2021 = 23.7x

 
 

Based on our methodology,1 the current P/E is 23.7x, unchanged from last week. 

 
 

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

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

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

 
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 three actual quarters (Q4, Q1 and Q2) and one estimate (Q3). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


