
 

 

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

www.confluenceinvestment.com 

 1 

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 4, 2021—9:30 AM EDT] Global equity markets are lower this morning.  In 

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

closed down 1.0%.  Chinese markets are closed for the week to celebrate China National Day.  

U.S. equity index futures are signaling a lower 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 on the first Monday of October.  Risk markets are generally lower this morning as 

uncertainty in Washington and worries about valuations weigh on sentiment.  USTR Tai will 

discuss the trade relationship with China today.  We discuss what we expect below, but the short 

answer is that tariffs will remain in place.  Our coverage begins with the state of the budget and 

infrastructure legislation.  Next, we look at the situation at Facebook (FB, USD, 343.01) and the 

Pandora report, followed by the Fed.  Continued tensions in the South Caucasus are discussed as 

well.  Our regular coverage begins with China news.  Economics and policy follow, with the 

international roundup next, and we close with pandemic coverage.   

 

Legislative drama continues:  President Biden went to Capitol Hill and apparently sided with 

the progressives.  Moderates were promised a vote on the bipartisan infrastructure package and 

then didn’t get one.  Progressives now say they are willing to scale back the $3.5 trillion budget.  

The new “deadline” is now Halloween.  It appears the progressives won on this round, but the 

battle isn’t over yet.  Is anything going to get done?  Probably, but it isn’t going to be easy to 

watch.  There will likely be an abundance of budget adjustments; programs will be shortened in 

duration to reduce their spending impact, for example.  Our take is that the markets don’t like the 
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https://www.nytimes.com/2021/10/03/us/politics/progressive-democrats-infrastructure-abortion.html?smid=url-share
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uncertainty.  Although a major increase in tax rates would be a negative, clarity in either 

direction—the measures fail or something passes—will likely improve market sentiment.   

 

We note a couple of observations.  First, the president appeared to side with progressives.  Since 

Biden was a moderate for most of his career, we view his position as a political calculus.  

Moderates fear that an expansive fiscal package will be a problem for their reelection in 2022.  It 

looks like Biden has concluded that Congress is likely to flip to the GOP anyway, so he has 

decided to support the progressives to ensure that as much gets passed as possible.  Second, the 

interparty negotiations have deeply undermined party unity.  That development isn’t a surprise.  

Unity comes in acquiring power. Maintaining it while in power is always hard.  But the trust 

deficit that has developed will reduce the party’s ability to pass much next year.   

 

Facebook:  Anytime your company is the focus of a 60 Minutes interview, the leadership of the 

firm has to be nervous.  Frances Haugen, a former product manager for the firm, gave a lengthy 

interview that aired last night, where she put the firm in a harsh light.  Haugen was apparently 

the source for a recent group of articles that were published in the Wall Street Journal.  For 

anyone following the company, or for that matter, social media in general, nothing revealed here 

should be a surprise.  So far, the revelations haven’t affected equity performance significantly.  

However, if the information results in new regulations, we could see the tech sector affected. 

 

Pandora:  No, it is not the streaming service or those charm bracelets but something more akin 

to the box of Greek mythology.  The International Consortium of Investigative Journalists 

published their third, and arguably their most, comprehensive data regarding how the wealthy 

and politically connected use a web of offshore accounts and trusts to avoid taxes and shelter 

assets from scrutiny.  Vladimir Putin, King Abdullah of Jordan, and former U.K. PM Tony Blair 

figure prominently, although there are many others caught in the database.  Some observations—

political leaders are prominent in the disclosures.  Five continents are represented.  Surprisingly, 

South Dakota trusts are also quite popular.  Mostly, offshore accounts are used to hide assets 

and, for some leaders, provide an “exit strategy” if they need to leave the country.  Another 

interesting sidelight is how aggressively Chinese firms used offshore tax havens to create 

variable interest entities (VIE) to allow for listing on U.S. exchanges and facilitate capital flight.  

Even state-owned firms had VIE’s for various purposes.  The papers also show that U.S. 

sanctions have forced Russian oligarchs to take aggressive actions to protect their assets.   

 

What is the impact of these disclosures?  We seriously doubt if they will lead to significant 

prosecution.  Those involved are too powerful for that outcome.  The biggest issue may be that 

this revelation will deepen the mistrust of political elites.  Trust among the ruled is already low, 

as evidenced by populist movements across the West.  The evidence shows that the powerful 

create legal means to avoid scrutiny.  It’s hard to argue for shared sacrifice when the data 

suggests the sacrifice isn’t shared or likely to be shared at any time. 

 

The Fed:  In a similar vein, the Fed has been rocked by trading scandals among the regional 

bank presidents.  It came out over the weekend that Vice-Chair Clarida made large trades just 

before Chair Powell announced pandemic measures.  Although the trades were pre-arranged and 

cleared by the Fed’s ethics official, the optics are terrible.  Clairda’s term ends on Jan. 31, 2022.  

This news likely precludes any chance of him being renominated.   

https://www.washingtonpost.com/politics/reconciliation-biden-trust/2021/10/03/ca9fb670-2385-11ec-8fd4-57a5d9bf4b47_story.html
https://www.washingtonpost.com/politics/reconciliation-biden-trust/2021/10/03/ca9fb670-2385-11ec-8fd4-57a5d9bf4b47_story.html
https://www.cbsnews.com/news/facebook-whistleblower-frances-haugen-misinformation-public-60-minutes-2021-10-03/
https://www.ft.com/content/960243ec-6a65-4879-bfe1-9afcb2c0c7b3
https://www.youtube.com/watch?v=QpeoW2mvwp4
https://www.greekmyths-greekmythology.com/pandoras-box-myth/
https://www.icij.org/investigations/pandora-papers/about-pandora-papers-leak-dataset/
https://apnews.com/article/entertainment-business-religion-media-jordan-67b2674fc44fa543df49dfc8f52e29cd
https://www.ft.com/content/8520877e-5519-472b-a302-5a4cff7a7660
https://www.ft.com/content/8520877e-5519-472b-a302-5a4cff7a7660
https://www.washingtonpost.com/world/interactive/2021/putin-monaco-luxury-apartment/?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%2F34ddea2%2F615a7b579d2fda9d41fa9732%2F596b53f6ae7e8a44e7d597a3%2F19%2F59%2F615a7b579d2fda9d41fa9732
https://www.nytimes.com/2021/10/03/world/middleeast/jordan-king-among-leaders-accused-of-amassing-secret-property-empire.html?smid=url-share
https://www.washingtonpost.com/world/interactive/2021/jordan-abdullah-shell-companies-luxury-homes/?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%2F34ddea4%2F615a7b579d2fda9d41fa9732%2F596b53f6ae7e8a44e7d597a3%2F18%2F59%2F615a7b579d2fda9d41fa9732
https://www.washingtonpost.com/business/interactive/2021/pandora-papers-offshore-finance/
https://www.politico.eu/article/czech-cypriot-leaders-named-in-pandora-papers-offshore-data-leak/?utm_source=POLITICO.EU&utm_campaign=b09fcf50ab-EMAIL_CAMPAIGN_2021_10_04_04_57&utm_medium=email&utm_term=0_10959edeb5-b09fcf50ab-190334489
https://www.politico.eu/article/czech-cypriot-leaders-named-in-pandora-papers-offshore-data-leak/?utm_source=POLITICO.EU&utm_campaign=b09fcf50ab-EMAIL_CAMPAIGN_2021_10_04_04_57&utm_medium=email&utm_term=0_10959edeb5-b09fcf50ab-190334489
https://www.thewirechina.com/2021/10/03/chinas-shell-game/
https://www.washingtonpost.com/business/2021/10/03/takeaways-pandora-papers/
https://www.reuters.com/business/finance/fed-vice-chair-traded-into-stocks-eve-powell-pandemic-statement-bloomberg-2021-10-02/


 

 

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

www.confluenceinvestment.com 

 3 

 

War in the South Caucasus?  Last week, we noted rising tensions between Kosovo and Serbia.  

It looks like tensions between Armenia and Azerbaijan are escalating again.  This conflict is over 

the troubled Nagorno-Karabakh region, which is claimed by both sides.  Last year, Azerbaijan 

won territory from Armenia; it appears that the conflict didn’t settle the matter.  There are two 

complications from this escalating conflict.  First, it will involve outside powers.  Russia 

supports Armenia while Turkey aids Azerbaijan.  Second, oil from the Caspian Sea region flows 

through this territory, meaning that if a hot war develops, it might reduce oil supplies when 

prices are already elevated.  And, if that’s not enough (no wait, there’s more!), Azerbaijan has 

arrested Iranian truck drivers delivering exports to Armenia.  There are unconfirmed reports that 

Iran is massing military assets on the Azerbaijan frontier.   

 

China news:  Trade and real estate dominate the news. 

• There was a surge of Chinese military air incursions over Taiwan’s airspace over the 

weekend.  Reports indicate that over 93 sorties were conducted by Chinse military 

aircraft, prompting a warning from Washington.   

• As noted above, USTR Tai will give a speech today on China’s trade policy.  All 

indications suggest the Biden administration will maintain the Trump era trade deal, 

meaning tariffs will remain in place.  Essentially, it looks like Tai is going to argue that 

China isn’t complying with the Phase One part of the Trump trade agreement.   

• The Evergrande (EGRNF, USD, 0.355) saga continues.  The company has missed several 

scheduled interest payments, and it is unlikely many of them will be made.  It appears 

failure of the company is a foregone conclusion; this issue now is how will the fallout be 

managed.  Parts of the company are being prepared for sale.  It looks like the goal is to 

ring-fence the firm, not to save it.  Residential real estate is a very large part of the 

Chinese economy.  Bringing the sector under control (along with its associated debt) is 

probably only possible with a notable decline in China’s economic growth.  

• We are seeing a global energy crisis.  It’s a combination of several factors.  Oil and gas 

investments have declined due to the pandemic and environmental restrictions, a ESG 

concerns have played a role in limiting investment funds.  Meanwhile, the recovery from 

the pandemic has led to a surge in demand, which is hitting constrained supply.  We have 

been discussing these issues for weeks in our Weekly Energy Update.  China isn’t 

immune to these issues, but the rolling energy crisis in China has some unique 

characteristics as well.  Pollution in China has been a problem for years, one that General 

Secretary Xi has promised to address.  Reducing coal consumption is part of this goal.  At 

the same time, frayed relations with Australia have led to a sharp curtailment in coal 

imports.  To bring emissions down and deal with constrained coal stocks, China is cutting 

factory output and electricity, which is affecting production.  These cuts are beginning to 

affect global goods supplies.  One interesting sidelight is that the drop in Chinese factory 

output is leading to a sharp fall in shipping rates.   

• The three-year countdown for the delisting of Chinese stocks failing to meet U.S. 

accounting standards has started.   

https://www.gzeromedia.com/war-in-the-south-caucasus
https://www.cfr.org/global-conflict-tracker/conflict/nagorno-karabakh-conflict
https://www.crisisgroup.org/europe-central-asia/caucasus/nagorno-karabakh-azerbaijan/nagorno-karabakh-risks-new-escalation
https://www.rferl.org/a/Russian_President_Medvedev_To_Visit_Armenia/2131915.html
https://www.rferl.org/a/Russian_President_Medvedev_To_Visit_Armenia/2131915.html
https://www.rferl.org/a/nagorno-karabakh-explainer-conflict-azerbaijan-armenia/27656158.html
https://www.rferl.org/a/nagorno-karabakh-explainer-conflict-azerbaijan-armenia/27656158.html
https://eurasianet.org/azerbaijan-iran-relations-strained-over-truck-driver-arrests?utm_source=Eurasia+Group+Signal&utm_campaign=3f3f1efd4b-EMAIL_CAMPAIGN_2021_10_01_10_25&utm_medium=email&utm_term=0_e605619869-3f3f1efd4b-134308033
https://eurasianet.org/azerbaijan-iran-relations-strained-over-truck-driver-arrests?utm_source=Eurasia+Group+Signal&utm_campaign=3f3f1efd4b-EMAIL_CAMPAIGN_2021_10_01_10_25&utm_medium=email&utm_term=0_e605619869-3f3f1efd4b-134308033
https://twitter.com/neilphauer/status/1443342264378478596?s=21&utm_source=Eurasia+Group+Signal&utm_campaign=3f3f1efd4b-EMAIL_CAMPAIGN_2021_10_01_10_25&utm_medium=email&utm_term=0_e605619869-3f3f1efd4b-134308033
https://twitter.com/neilphauer/status/1443342264378478596?s=21&utm_source=Eurasia+Group+Signal&utm_campaign=3f3f1efd4b-EMAIL_CAMPAIGN_2021_10_01_10_25&utm_medium=email&utm_term=0_e605619869-3f3f1efd4b-134308033
https://www.nytimes.com/2021/10/03/world/asia/china-taiwan-flights-airspace.html?smid=url-share
https://www.wsj.com/articles/record-chinese-aircraft-sorties-near-taiwan-prompt-u-s-warning-11633282326?st=ach85bzqdy5665n&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/record-chinese-aircraft-sorties-near-taiwan-prompt-u-s-warning-11633282326?st=ach85bzqdy5665n&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-to-press-china-on-trade-pact-keep-tariffs-in-place-11633338000?st=wgh2qq1ledh22co&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-to-press-china-on-trade-pact-keep-tariffs-in-place-11633338000?st=wgh2qq1ledh22co&reflink=desktopwebshare_permalink
https://www.axios.com/china-tariffs-biden-trump-trade-war-3f9c177b-f122-4c4e-8483-97e230c76143.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.wsj.com/articles/china-evergrande-unit-flags-possible-takeover-bid-11633325342?st=o4osnr185j1imi0&reflink=desktopwebshare_permalink
https://www.yahoo.com/now/china-steps-efforts-ring-fence-210000673.html
https://www.wsj.com/articles/chinas-evergrande-debt-crisis-sizing-up-a-big-mess-11633253402?st=mc93tcs7slnjiep&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-evergrande-debt-crisis-sizing-up-a-big-mess-11633253402?st=mc93tcs7slnjiep&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-power-shortfalls-begin-to-ripple-around-the-world-11633101100?st=7skqpbkgvefcpbq&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-power-shortfalls-begin-to-ripple-around-the-world-11633101100?st=7skqpbkgvefcpbq&reflink=desktopwebshare_permalink
https://asia.nikkei.com/Spotlight/Caixin/Cost-of-shipping-between-China-and-U.S.-plunges
https://www.wsj.com/articles/countdown-starts-on-chinese-company-delistings-after-long-u-s-china-audit-fight-11633172403?st=gz8f5p0jn2ui06p&reflink=desktopwebshare_permalink
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• A report in The Lancet suggests that China’s population could fall by 50% by 2100.  We 

noted last week that the CPC has moved 180o on population policy, going from using 

harsh measures to limit births to a new policy that may be just as draconian in the 

opposite direction.  Perhaps it was this study that prompted the more aggressive change.   

Economics and policy:  Inflation and trade remain key worries. 

• A report from the Washington Post details the ongoing global logistical problems.  The 

Economist notes that job postings for truck drivers are up across Europe; it’s not just a 

U.K. problem.   

• The Fed is launching a review of a central bank digital currency.  We would not expect a 

digital dollar to emerge soon but do expect one to be released by the end of the decade.  

Meanwhile, there is a growing push to regulate stablecoin issuers as banks.   

• Global trade fell 0.9% last month.  

• Like pasta?  It looks like prices will be rising because of poor crop yields for durum 

wheat, the primary ingredient in pasta.   

• As firms across the West struggle to source labor, companies are turning to automation.   

• State and local governments have been slow to distribute funds to help renters avoid 

eviction.  A recent podcast is worth a listen on this topic.  One interesting development is 

that landlords tend to prefer eviction rather than the payment of back rent because rents 

are rising.   

International roundup: Rising energy and food prices remain a problem.   

• It isn’t just China facing an energy crisis, so is India, as coal supplies dwindle.  India has 

been discouraging imports but may be forced to buy from abroad to avoid outages.   

• Georgia (nation, not state) held elections over the weekend.  The governing party did 

well, although there were allegations of election irregularities.  We also note that former 

president Saakashvili returned home and was arrested.   

• There were large demonstrations against Brazilian President Bolsonaro over the 

weekend.  Overall discontent is high, in part due to the pandemic but also due to rising 

inflation.   

• Venezuela unveiled yet another new currency, dubbed the “digital bolivar,” although it is 

still paper money.  The new currency lopped off six zeros.  Such maneuvers are common 

in South American history.   

• As noted above, the USTR will be discussing China’s trade policy today.  In related 

remarks, President Biden and Commerce Secretary Raimondo spoke in favor of steel 

tariffs in discussions with the EU.   

• German political parties continue to negotiate to form a government.   

• Comments from French President Macron led Algeria to ban French military aircraft 

from its airspace.  

• Britain is careening toward a winter of discontent.  Shortages of all kinds, coupled with 

rising prices, are increasing impatience with the Johnson government. 

https://www.bangkokpost.com/world/2190995/chinas-population-could-halve-within-next-45-years-new-study-warns
https://www.washingtonpost.com/business/interactive/2021/supply-chain-issues/
https://www.economist.com/graphic-detail/2021/09/30/all-of-europe-is-desperate-for-more-lorry-drivers?utm_campaign=the-economist-today&utm_medium=newsletter&utm_source=salesforce-marketing-cloud&utm_term=2021-09-30&utm_content=article-link-7&etear=nl_today_7
https://www.economist.com/graphic-detail/2021/09/30/all-of-europe-is-desperate-for-more-lorry-drivers?utm_campaign=the-economist-today&utm_medium=newsletter&utm_source=salesforce-marketing-cloud&utm_term=2021-09-30&utm_content=article-link-7&etear=nl_today_7
https://www.wsj.com/articles/fed-prepares-to-launch-review-of-possible-central-bank-digital-currency-11633339800?st=4qroxst9a9h4uwa&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biden-administration-seeks-to-regulate-stablecoin-issuers-as-banks-11633103156?st=mtslf9zf83p5mr9&reflink=desktopwebshare_permalink
https://www.theguardian.com/food/2021/sep/09/penne-in-your-pocket-uk-shoppers-could-pay-up-to-50-more-for-pasta?utm_source=Eurasia+Group+Signal&utm_campaign=0e2f599d1b-EMAIL_CAMPAIGN_2021_10_04_10_29&utm_medium=email&utm_term=0_e605619869-0e2f599d1b-134308033
https://www.foodprocessing.com/industrynews/2021/durum-wheat-prices-soar/?utm_source=Eurasia+Group+Signal&utm_campaign=0e2f599d1b-EMAIL_CAMPAIGN_2021_10_04_10_29&utm_medium=email&utm_term=0_e605619869-0e2f599d1b-134308033
https://www.foodprocessing.com/industrynews/2021/durum-wheat-prices-soar/?utm_source=Eurasia+Group+Signal&utm_campaign=0e2f599d1b-EMAIL_CAMPAIGN_2021_10_04_10_29&utm_medium=email&utm_term=0_e605619869-0e2f599d1b-134308033
https://www.wsj.com/articles/robots-take-over-italys-vineyards-as-wineries-struggle-with-covid-19-worker-shortages-11633260841?st=3ito1xq7npgddeg&reflink=desktopwebshare_permalink
https://apnews.com/article/coronavirus-states-cities-spend-federal-pandemic-funds-191dce8c75b0f5159691f0606d910d74
https://www.npr.org/2021/10/01/1042525315/the-rent-help-is-too-damn-slow
https://www.ft.com/content/a3ca4eaa-9ecc-4a81-ad53-4902fae4bd61?emailId=615a7c63d7d5f000046dbf96&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.politico.eu/article/georgia-ruling-party-leads-local-elections-2021/?utm_source=POLITICO.EU&utm_campaign=b09fcf50ab-EMAIL_CAMPAIGN_2021_10_04_04_57&utm_medium=email&utm_term=0_10959edeb5-b09fcf50ab-190334489
https://www.washingtonpost.com/world/2021/10/03/brazil-bolsonaro-impeachment-protests-covid/?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%2F34ddea8%2F615a7b579d2fda9d41fa9732%2F596b53f6ae7e8a44e7d597a3%2F24%2F59%2F615a7b579d2fda9d41fa9732
https://www.aljazeera.com/economy/2021/9/29/brazils-bolsonaro-complains-about-gas-prices-as-inflation-soars?utm_source=Eurasia+Group+Signal&utm_campaign=0e2f599d1b-EMAIL_CAMPAIGN_2021_10_04_10_29&utm_medium=email&utm_term=0_e605619869-0e2f599d1b-134308033
https://www.aljazeera.com/economy/2021/9/29/brazils-bolsonaro-complains-about-gas-prices-as-inflation-soars?utm_source=Eurasia+Group+Signal&utm_campaign=0e2f599d1b-EMAIL_CAMPAIGN_2021_10_04_10_29&utm_medium=email&utm_term=0_e605619869-0e2f599d1b-134308033
https://www.ft.com/content/442387e7-c06c-4295-b907-2b4d0d5b11ac
https://www.ft.com/content/e1f33362-2c36-4f99-9b11-7dcd82ee7c06
https://www.ft.com/content/e1f33362-2c36-4f99-9b11-7dcd82ee7c06
https://www.ft.com/content/9464f366-6d64-4382-aafe-6e9a14ecc406
https://www.politico.eu/article/algeria-bans-french-military-planes-from-airspace/?utm_source=POLITICO.EU&utm_campaign=b09fcf50ab-EMAIL_CAMPAIGN_2021_10_04_04_57&utm_medium=email&utm_term=0_10959edeb5-b09fcf50ab-190334489
https://www.ft.com/content/1e93fab0-916e-4697-be8a-af02bde94411?emailId=615a7c63d7d5f000046dbf96&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
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COVID-19:  The number of reported cases is 234,356,026, with 4,803,322 fatalities.  In the 

U.S., there are 43,683,392 confirmed cases with 701,178 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 478,410,525 doses of the vaccine 

have been distributed with 395,934,825 doses injected.  The number receiving at least one dose 

is 215,233,625, while the number receiving second doses, which would grant the highest level of 

immunity, is 185,492,579.  For the population older than 18, 67.2% have been vaccinated.  The 

FT has a page on global vaccine distribution.   

• Last week, Merck (MRK, USD, 81.40) announced it developed what appears to be a 

remarkably potent antiviral in pill form.  If this works as initial studies suggest, this could 

lead to a long way to end the pandemic.  Opposition to vaccination is probably going to 

prevent reaching a level enough to end the spread of the disease.  Most estimates suggest 

that to stop the Delta variant, a level of 80% to 85% is necessary.  That level is probably 

impossible.  However, if an easy-to-take antiviral therapy is available to keeps patients 

out of the hospital, the disease becomes a seasonal nuisance.   

o Meanwhile, the demand for antibodies for COVID-19 has been increasing.   

• In Alaska, where cases are rising, physicians are forced to allocate scarce care.   

• Israel, which has been actively using vaccine passports, is considering pulling them from 

those who don’t receive booster shots.   

 

U.S. Economic Releases  

 

There were no economic releases prior to the publication of this report. The table below lists the 

economic releases and/or Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

10:00 Factory Orders m/m Aug 1.0% 0.4% ***

10:00 Factory Orders Ex Trans m/m Aug 0.4% 0.8% **

10:00 Durable Goods Orders m/m Aug 1.8% 1.8% ***

10:00 Durables Ex Transportation m/m Aug 0.2% **

10:00 Cap Goods Orders Nondef Ex Air m/m Aug 0.5% **

10:00 Cap Goods Ship Nondef Ex Air m/m Aug 0.7% **

EST Speaker or event

10:00 James Bullard Takes Part in Panel Discussion on the Economy President of the Federal Reserve Bank of St. Louis

Economic Releases

Fed Speakers or Events

District or position

 
 

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 

https://www.nytimes.com/live/2021/10/03/world/covid-delta-variant-vaccine?campaign_id=51&emc=edit_mbe_20211004&index=0&instance_id=41968&label=coronavirus+updates&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=70596&te=1&type=styln-live-updates&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
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.ft.com/content/e1a059dc-ab09-47c0-b7b9-2b79dd1c911b?emailId=6156e39cfd6c9a000439a7ad&segmentId=3d08be62-315f-7330-5bbd-af33dc531acb
https://www.medpagetoday.com/opinion/vinay-prasad/94646?xid=nl_vanayprasad_2021-09-30&eun=g1633491d0r&utm_source=Sailthru&utm_medium=email&utm_campaign=VinayPrasad_093021&utm_term=NL_Gen_Int_Vinay_AYWDRL_Large_Active
https://www.medpagetoday.com/opinion/vinay-prasad/94646?xid=nl_vanayprasad_2021-09-30&eun=g1633491d0r&utm_source=Sailthru&utm_medium=email&utm_campaign=VinayPrasad_093021&utm_term=NL_Gen_Int_Vinay_AYWDRL_Large_Active
https://www.statnews.com/2021/10/01/mercks-antiviral-pill-reduces-hospitalization-of-covid-patients-a-possible-game-changer-for-treatment/?utm_source=STAT+Newsletters&utm_campaign=d1a69f7a7b-Daily_Recap&utm_medium=email&utm_term=0_8cab1d7961-d1a69f7a7b-152749274
https://www.statnews.com/2021/10/01/mercks-antiviral-pill-reduces-hospitalization-of-covid-patients-a-possible-game-changer-for-treatment/?utm_source=STAT+Newsletters&utm_campaign=d1a69f7a7b-Daily_Recap&utm_medium=email&utm_term=0_8cab1d7961-d1a69f7a7b-152749274
https://www.ft.com/content/9371b8e4-4306-4de8-bfae-43f9b131e442?emailId=615a7c63d7d5f000046dbf96&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.nytimes.com/2021/10/03/us/coronavirus-crisis-alaska.html?smid=url-share
https://www.ft.com/content/a1b2fd70-71b5-4e91-be0b-553b0e1e2639?emailId=615a7c63d7d5f000046dbf96&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/a1b2fd70-71b5-4e91-be0b-553b0e1e2639?emailId=615a7c63d7d5f000046dbf96&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
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following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 
 

Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Monetary Base y/y Sep 11.7% 14.9% ** Equity and bond neutral

Monetary Base End of period m/m Sep ¥663.5t ¥661.3t ** Equity and bond neutral

Australia Melbourne Institute Inflation m/m Sep 0.3% 0.0% ** Equity and bond neutral

EUROPE

Eurozone Sentix Investor Confidence m/m Oct 16.9 19.6 18.6 *** Equity and bond neutral

Switzerland CPI y/y Sep 0.9% 0.9% 1.1% *** Equity bullish, bond bearish

CPI Core y/y Sep 0.5% 0.4% *** Equity and bond neutral

Retail Sales Real y/y Aug 0.5% -2.6% *** Equity bullish, bond bearish

Domestic Sight Deposits CHF m/m 1-Oct 637.1b 636.0b * Equity and bond neutral

Total Sight Deposits CHF m/m 1-Oct 714.2b 714.5b * Equity and bond neutral

AMERICAS

Brazil FIPE CPI - Monthly m/m Sep 1.1% 1.4% 1.1% ** 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) 2 4 -2 Neutral

TED spread (bps) 11 10 1 Neutral

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

10-yr T-note (%) 1.49 1.46 0.03 Down

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

EUR/USD 3-mo swap (bps) 16 16 0 Down

Currencies Direction

dollar Down Down

euro Up Up

yen Down Neutral

pound Up Neutral

franc Up Neutral

Central Bank Action Current Prior Expected

RBA Cash Rate Target 0.100% 0.100% On forecast

RBA 3-Yr Yield Target 0.100% 0.100% On forecast  
 

Commodity Markets 
 

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

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

Brent $79.36 $79.28 0.10%

WTI $75.89 $75.88 0.01%  

Natural Gas $5.83 $5.62 3.70%  

Crack Spread $20.28 $20.40 -0.59%

12-mo strip crack $21.25 $21.34 -0.45%

Ethanol rack $2.49 $2.50 -0.43%

Gold $1,750.57 $1,760.98 -0.59%

Silver $22.42 $22.54 -0.53%

Copper contract $422.90 $418.85 0.97%

Corn contract $538.25 $541.50 -0.60%

Wheat contract $753.75 $755.25 -0.20%

Soybeans contract $1,236.50 $1,246.50 -0.80%

Baltic Dry Freight 5,202            5,167            35

Shipping

Energy Markets

Metals

Grains

 
 

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 throughout the Far West.  The forecast calls for dry conditions in the 

Southwest and New England regions, with wet conditions in the Far West and the Southeast. 

 

There are currently three 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 has been downgraded into a 

Tropical Depression. The storm is not expected to make landfall anywhere and could dissipate 

over the next few days. Lastly, there is a tropical disturbance developing over the southeastern 

Bahamas. However, the disturbance is not expected to develop into a Tropical Storm within the 

next 48 hours. 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 10/1/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Consumer Staples
Utilities

Materials
Consumer Discretionary

Industrials
Healthcare

Technology
S&P 500

Communication Services
Real Estate

Financials
Energy

YTD Total Return

0.0% 1.0% 2.0% 3.0% 4.0%

Utilities

Healthcare

Consumer Staples

Consumer Discretionary

S&P 500

Industrials

Real Estate

Technology

Materials

Financials

Communication Services

Energy

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 10/1/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0% 40.0%

US Government Bond

Emerging Markets ($)

Emerging Markets (local currency)

US Corporate Bond

Cash

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Value

Large Cap

Mid Cap

Growth

Real Estate

Commodities

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 

 

September 30, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

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. 


