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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 11, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

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

closed up 1.2%.  Chinese markets were mixed, with the Shanghai Composite unchanged from its 

prior close and the Shenzhen Composite down 0.4%.  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 (10/4/2021): “Afghanistan, Part IV: China” 

• Weekly Energy Update (10/7/2021): Oil inventories rose last week as the energy industry 

recovers from Hurricane Ida; Vladimir Putin offers to resolve Europe’s natural gas crisis  

• 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 (10/8/2021) (with associated podcast): Has Bitcoin become a 

substitute for gold, and is there a fit for it within a risk-sensitive portfolio? 

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

Globalization” 

 

Good morning.  It’s Columbus Day and Indigenous People’s Day.  Being a commercial bank 

holiday, the Treasury market is closed, although Treasury futures are trading and would suggest 

interest rates will continue to rise.  It’s also a government holiday, meaning there are no 

government economic reports today.  U.S. equity futures are pointing to a lower open as oil 

prices continue to ratchet higher.  West Texas Intermediate prices are now above $80 per barrel.  

Our coverage begins with the international roundup. Up next we have a China update and the 

latest on crypto.  Economic and policy news follows, and we close with the pandemic report. 

 

International roundup:  There was an election surprise in the Czech Republic; Chancellor Kurz 

is out, and the IMF Managing Director remains under fire. 

• In weekend elections in the Czech Republic, the center-left coalition led by PM Andrej 

Babiš suffered a surprise defeat by the center-right SPOLU coalition.  This election 

featured the Pirate party, who had been polling strongly into the election but 

underperformed.  Babiš had been named in the Pandora Papers, and it is quite possible 

the revelation hurt his electoral performance.  The narrow loss by the center-left doesn’t 

necessarily mean the end of Babiš’s term as PM.  The vote was close enough that there 
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may be a grand coalition with the center-right.  Still, Babiš may turn out to be the first 

political victim of the Pandora Papers.  As the election results came in, Czech President 

Miloš Zeman was hospitalized.   

• Austrian Chancellor Sebastian Kurz resigned over the weekend as he faces corruption 

charges.  According to reports, Kurz allegedly used public funds to generate favorable 

polling.  By resigning, Kurz’s coalition won’t necessarily face elections, and he will 

maintain some degree of influence within his party.   

• IMF Managing Director Kristalina Georgieva remains under investigation on charges 

she, while working at the World Bank, participated in manipulating data to improve 

China’s standing in the “Doing Business” report.  The bank has suspended the report for 

now.  IMF officials are continuing to review the charges.  Although the row is something 

of a tempest in a teapot, given the charges, we don’t see how she can maintain her 

position.  If she does leave office, look for the EU to push for a European replacement.   

• Last week, we reported Polish courts ruled that Polish law overruled EU law, generating 

talks of “Polexit.”  Over the weekend, there were widespread protests against the 

possibility of Poland leaving the EU.  Polls suggest overwhelming support for remaining 

in the union.  However, we don’t see an easy path to reconciling the issues over legal 

authority.   

• There were elections in Iraq over the weekend.  Reflecting the level of disenchantment 

with the government, turnout was historically low.  The election may determine U.S. 

troop strength in the country.   

• Although we haven’t reported on the situation with India’s farmers for a while, it is far 

from resolved.  To recap, the Modi government is trying to end price supports for various 

crops to allow market forces to determine production.  This policy will almost certainly 

improve productivity and efficiency.  These gains will almost certainly come from 

consolidation, meaning farmers will be forced from their small plots.  Facing this 

pressure, farmers continue to protest the policy, and the courts have suspended the new 

law for now.   

• Moscow is urging the EU to become more cooperative with Russia; if it does, gas 

supplies might rise.   

• The U.K. and EU are coming closer to a trade war over the Northern Ireland border.  It 

appears to us that if Westminster continues on its current path, a hard border will be 

unavoidable.  If a hard border returns, the Good Friday Agreement will almost certainly 

rupture, and U.K. and EU relations will be in jeopardy.  We should also note, the U.S. 

won’t look favorably on PM Johnson if this occurs.   

• A. Q. Khan, the founder of Pakistan’s nuclear weapons program and the likely source of 

Iran and North Korea’s nuclear program, died over the weekend.   

• The U.S. arrested a Navy engineer and his wife for attempting to sell U.S. nuclear 

submarine secrets.   

China news:  Taiwan tensions remain elevated, and real estate problems persist. 

https://www.politico.eu/article/czech-president-hospital-election-zeman-babis/?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
https://www.politico.eu/article/czech-president-hospital-election-zeman-babis/?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
https://www.nytimes.com/2021/10/09/world/europe/austrian-chancellor-sebastian-kurz-resigns.html?smid=url-share
https://www.politico.eu/article/austrias-sebastian-kurz-resigns/?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
https://www.politico.eu/article/austrias-sebastian-kurz-resigns/?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
https://www.politico.eu/article/sebastian-kurz-austria-schallenberg-chancellor-ovp/?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
https://www.politico.eu/article/sebastian-kurz-austria-schallenberg-chancellor-ovp/?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
https://www.politico.com/news/2021/10/07/imf-board-kristalina-georgieva-scandal-515615?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
https://www.imf.org/en/News/Articles/2021/10/11/pr21295-statement-imf-spokesperson-ongoing-review-imf-exec-board-investigation-of-wb-db-2018-report?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
https://twitter.com/jackeparrock/status/1447259064652677132?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
https://www.washingtonpost.com/world/middle_east/iraq-votes-amid-low-turnout/2021/10/10/e36f3eb2-292c-11ec-8739-5cb6aba30a30_story.html?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%2F34f0fef%2F6163b5da9d2fda9d410907d4%2F596b53f6ae7e8a44e7d597a3%2F38%2F70%2F6163b5da9d2fda9d410907d4
https://www.wsj.com/articles/iraqi-election-could-determine-the-future-for-u-s-forces-in-the-country-11633856112?st=3kf1irwlji30him&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/iraqi-election-could-determine-the-future-for-u-s-forces-in-the-country-11633856112?st=3kf1irwlji30him&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/violence-at-farmer-protests-in-india-deepens-modis-challenge-11633621901?st=8nvv11gp1dmw130&reflink=desktopwebshare_permalink
https://www.ft.com/content/80109d85-f896-44fc-b4da-523b626c5c3d
https://www.ft.com/content/9f06ea29-e516-4c81-83ca-5a805d1d3148
https://www.ft.com/content/ece25e2d-58aa-4208-badd-dbbe2b3e9991
https://www.ft.com/content/159cdf87-31af-40d0-ad4a-56e6f7eaf9ea
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• Tensions over Taiwan continue.  After a week where over 100 air sorties were conducted 

over Taiwan, General Secretary Xi says he wants a “peaceful” unification of the island.  

President Tsai of Taiwan says her country won’t “bow to pressure” from Beijing.  We 

continue to monitor this situation closely, and what we see continues to suggest no 

reduction of tensions.  Recent polling in the U.S. indicated that, for the first time, the 

majority of Americans support the U.S. defending Taiwan if there is an invasion of 

China. 

 
(Source:  Chicago Council on Global Affairs) 

 

• There is growing evidence that the problems of Evergrande (EGRNF, USD, 0.36) are 

spreading to other property developers.  Modern Land (1107, HKD, 0.465), another 

property developer, has asked to defer a bond payment.  China is trying to manage what 

looks like the end of a debt-fueled property boom.  On the one hand, the goal is to bring 

down debt levels and curb home prices.  However, property is a key pillar of household 

wealth, and if prices fall, the result could be social unrest and weakening consumption.  

We are seeing stress in China’s high-yield dollar market.  Bondholders of China’s dollar 

bonds will likely be the “last in line” during liquidations.   

https://www.washingtonpost.com/world/2021/10/09/china-xi-taiwan-unification-speech/?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%2F34f0fe2%2F6163b5da9d2fda9d410907d4%2F596b53f6ae7e8a44e7d597a3%2F11%2F70%2F6163b5da9d2fda9d410907d4
https://www.washingtonpost.com/world/2021/10/10/taiwan-china-reunification-tsai-ing-wen/?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%2F34f0fe3%2F6163b5da9d2fda9d410907d4%2F596b53f6ae7e8a44e7d597a3%2F12%2F70%2F6163b5da9d2fda9d410907d4
https://www.nytimes.com/2021/10/09/world/asia/united-states-china-taiwan.html?smid=url-share
https://www.nytimes.com/2021/10/09/world/asia/united-states-china-taiwan.html?smid=url-share
https://www.thechicagocouncil.org/research/public-opinion-survey/first-time-half-americans-favor-defending-taiwan-if-china-invades?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld
https://www.wsj.com/articles/chinese-developer-modern-land-asks-to-delay-bond-repayment-11633929338?st=z2zklzsbfnceh4q&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/beyond-evergrande-chinas-property-market-faces-a-5-trillion-reckoning-11633882048?st=zyfxouieflbuqyl&reflink=desktopwebshare_permalink
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(Source:  Bloomberg) 

• U.S. companies want tariff relief from the Biden administration; it doesn’t look like they 

are going to get it.  Overall, businesses are trying to manage the deteriorating geopolitical 

situation with China and the U.S. with some degree of decoupling and continuing to 

invest in China.   

• As Beijing tries to improve air quality, restrictions on coal-fired factories and electricity 

are leading to widespread shortages.  It appears that environmental rules will be relaxed.   

 

Crypto:  In trying to determine when the next financial crisis will emerge, our best guess is from 

the crypto space, specifically from stablecoins.  These coins purport to hold an equal amount of 

dollars to the stablecoin.  They are useful to crypto traders because if a trader wants to take 

profits on a position, they can liquidate, say bitcoin, and move it to a stablecoin, likely avoiding a 

taxable event.  Regulators have expressed concern that stablecoins are effectively unregulated 

money market funds, and without transparency on what is being held as assets to produce the 

stablecoin, runs are possible.  Recent reporting on Tethercoin suggests the holdings are a bit 

dodgy, which raises fears that if holders move to liquidate, there won’t be adequate assets to 

meet demand.   

 

Economics and policy:  Global supply chains continue to weigh on growth and lift inflation. 

• Global supply chains remain broken, and there is growing evidence the logistical 

problems are contributing to inflation and slowing economic growth.  No one policy will 

resolve the logistics issues because there are multiple causes, including lack of workers, 

COVID-19 outbreaks, industry concentration, and consumer behavior.  Large retailers are 

reportedly chartering their own ships to secure goods.  However, even getting secure 

shipping doesn’t necessarily mean the ships can be unloaded easily, although the retailers 

are using much smaller vessels that can be unloaded at minor ports.  Even though the 

costs are higher, at least supplies can be secured.  This process could further pressure 

smaller retailers and result in additional industry concentration. 

https://www.wsj.com/articles/tariff-relief-plan-from-biden-administration-falls-short-businesses-say-11633944601?st=8s25143vrz6o5s5&reflink=desktopwebshare_permalink
https://www.ft.com/content/5ca525f7-cb40-468a-a294-5938d11af6a5
https://www.ft.com/content/5ca525f7-cb40-468a-a294-5938d11af6a5
https://www.ft.com/content/78f11a84-256f-4fa4-b0e0-79d2be2520b1
https://www.ft.com/content/78f11a84-256f-4fa4-b0e0-79d2be2520b1
https://www.ft.com/content/e4290d41-d45d-49c1-b779-59f01f29d4e8
https://www.bloomberg.com/news/features/2021-10-07/crypto-mystery-where-s-the-69-billion-backing-the-stablecoin-tether?utm_content=crypto&utm_campaign=socialflow-organic&utm_medium=social&utm_source=twitter
https://www.bloomberg.com/news/features/2021-10-07/crypto-mystery-where-s-the-69-billion-backing-the-stablecoin-tether?utm_content=crypto&utm_campaign=socialflow-organic&utm_medium=social&utm_source=twitter
https://www.wsj.com/articles/supply-chain-issues-car-chip-shortage-covid-manufacturing-global-economy-11633713877?st=k4fbejb8n4dypm6&reflink=desktopwebshare_permalink
https://www.ft.com/content/5b0bf589-bfee-429e-8e64-3c2ea69b7262?emailId=6163a8ac7adae80004855ede&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/biggest-u-s-retailers-charter-private-cargo-ships-to-sail-around-port-delays-11633858380?st=ky74c3amq45wrpc&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/biggest-u-s-retailers-charter-private-cargo-ships-to-sail-around-port-delays-11633858380?st=ky74c3amq45wrpc&reflink=desktopwebshare_permalink
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• As home prices rise, borrowers are finding their home appraisals are violating covenants 

and killing purchase agreements.  In the past, eventually, appraisals rose, but in the 

aftermath of the 2005-08 housing bubble, that may not be the case going forward.  

Meanwhile, younger homebuyers are pooling resources to buy homes; it remains to be 

seen how durable these arrangements will be as buyers’ lives change.  

• Last week, Ireland agreed to a 15% minimum global corporate tax, ending one of the 

more notable holdouts to the OECD agreement.  A minimum corporate tax is probably a 

necessary requirement for a rise in the U.S. corporate tax rate.  Even with this agreement, 

Congress may still not approve a tax hike.   

 

COVID-19:  The number of reported cases is 237,956,055, with 4,853,764 fatalities.  In the 

U.S., there are 44,340,408 confirmed cases with 713,354 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 487,277,035 doses of the vaccine 

have been distributed, with 401,819,240 doses injected.  The number receiving at least one dose 

is 216,889,814, while the number receiving second doses, which would grant the highest level of 

immunity, is 187,215,471.  For the population older than 18, 67.8% have been vaccinated.  The 

FT has a page on global vaccine distribution.    

• For fully vaccinated adults, or those who have been vaccinated and infected, the need for 

booster shots is low.   

• Although western Europe has seen rising vaccination rates, they lag in Central and 

Eastern Europe, leading to higher levels of virus disruption.   

 

U.S. Economic Releases  

 

There were 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. 
 

EST Speaker or event

18:00 Charles Evans Gives Introductory Remarks at Award Ceremony

District or position

Economic Releases

 No economic releases today

Fed Speakers or Events

President of the Federal Reserve Bank of Chicago  
 

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.wsj.com/articles/soaring-home-prices-are-roiling-appraisals-and-upending-sales-11633858381?st=b4ikwud04bdfxhb&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/soaring-home-prices-are-roiling-appraisals-and-upending-sales-11633858381?st=b4ikwud04bdfxhb&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/millennials-dream-of-homeownership-11633698676?st=puvkh83h8zh0pjd&reflink=desktopwebshare_permalink
https://www.euronews.com/next/2021/09/10/global-economy-tax-ireland
https://www.ft.com/content/901c1d27-5680-460d-adaa-9264ca182181?emailId=6163fcf17adae8000485629d&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.nytimes.com/live/2021/10/10/world/covid-delta-variant-vaccines?action=click&block=storyline_menu_recirc&campaign_id=51&emc=edit_mbe_20211011&instance_id=42536&is_new=false&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=Article&regi_id=5677267&region=TOP_BANNER&segment_id=71306&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3&variant=1_Show
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.wsj.com/articles/fully-vaccinated-and-had-covid-19-no-rush-for-a-booster-shot-experts-say-11633870803?st=l5cyofh18sik8qt&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/fully-vaccinated-and-had-covid-19-no-rush-for-a-booster-shot-experts-say-11633870803?st=l5cyofh18sik8qt&reflink=desktopwebshare_permalink
https://www.politico.eu/article/the-lost-summer-central-and-eastern-europe-pays-price-for-slow-coronavirus-vaccination/?utm_source=POLITICO.EU&utm_campaign=0b7316dcb2-EMAIL_CAMPAIGN_2021_10_11_05_09&utm_medium=email&utm_term=0_10959edeb5-0b7316dcb2-190334489
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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 Machine Tool Orders y/y Sep 71.9% 85.2% * Equity and bond neutral

EUROPE

Italy Industrial Production m/m Aug -0.2% 0.8% -0.2% *** Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 8-Oct 638.4b 637.1b * Equity and bond neutral

Total Sight Deposits CHF w/w 8-Oct 714.1b 714.2b * Equity and bond neutral

AMERICAS

Brazil FIPE CPI - Weekly w/w 7-Oct 1.1% 1.2% 1.0% ** 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) 12 12 0 Down

3-mo T-bill yield (bps) 5 6 -1 Neutral

TED spread (bps) 8 6 2 Neutral

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

10-yr T-note (%) 1.61 1.61 0.00 Down

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

EUR/USD 3-mo swap (bps) 19 19 0 Down

Currencies Direction

dollar Up Neutral

euro Down Up

yen Down Neutral

pound Flat Neutral

franc Down 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. 
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Price Prior Change Explanation

Brent $84.11 $82.39 2.09% Supply pessimism

WTI $81.36 $79.35 2.53%  

Natural Gas $5.76 $5.57 3.49%  

Crack Spread $21.13 $21.35 -1.03%

12-mo strip crack $22.18 $22.21 -0.13%

Ethanol rack $2.60 $2.59 0.30%

Gold $1,755.45 $1,757.13 -0.10%

Silver $22.58 $22.68 -0.43%

Copper contract $434.05 $427.55 1.52%

Corn contract $531.75 $530.50 0.24%

Wheat contract $738.75 $734.00 0.65%

Soybeans contract $1,246.00 $1,243.00 0.24%

Baltic Dry Freight 5,526            5,650            -124

Shipping

Energy Markets

Metals

Grains

 
 

Weather 
 

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

throughout the entire East Coast and Rocky Mountain regions, with cooler-than-normal 

temperatures throughout the rest of the country.  The forecast calls for dry conditions throughout 

the Rocky Mountain, Great Lakes, and Southeastern regions, with wet conditions in the Pacific 

Northwest and Florida. There are currently three tropical disturbances off the coast of South 

Carolina, in the Caribbean Sea, and Southeast of the Windward Islands. None of the disturbances 

are 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 10/8/2021 close) 
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(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 10/8/2021 close) 

 

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

US Government Bond

US Corporate Bond

Emerging Markets ($)

Emerging Markets (local currency)

Cash

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Mid Cap

Growth
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Value
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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 

 

October 7, 2021 
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P/E as of 10/06/2021 = 21.7x

 
 

Based on our methodology,1 the current P/E is 21.7x, down 2.0x from last week.  The drop in the 

multiple reflects the shift to Q4, which has higher earnings in the calculation.   

 
 

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 (Q1 and Q2) and two estimates (Q3 and Q4). 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. 


