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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 22, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  In 

Europe, the EuroStoxx 50 is up 0.9% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 0.5%.  Chinese markets were lower, with the Shanghai Composite down 0.3% from its 

prior close and the Shenzhen Composite down 0.2%.  U.S. equity index futures are signaling a 

flat to low open.  With 108 companies having reported, the S&P 500 Q3 2021 earnings stand at 

$51.50, higher than the $50.34 forecast for the quarter.  The forecast reflects a 27.5% increase 

from Q3 2020 earnings.  Thus far this quarter, 82.4% of the companies have reported earnings 

above forecast, while 13.0% have reported earnings below forecast.   
 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Weekly Geopolitical Report (10/18/2021): “Revisiting Thucydides” 

• Weekly Energy Update (10/21/2021): Oil prices move higher as there was a surprise 

inventory decline.   

• 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 (10/22/2021) (with associated podcast): We recap the annual 

cost-of-living increase in Social Security payments.  

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

Globalization” 

 

Good morning and happy Friday!  U.S. equity futures are marking time this morning.  The dollar 

is a bit lower, while gold, crypto, and oil are higher, and Treasury yields are easing.  Our 

coverage begins with economics and policy.  The Fed announced new restrictions on trading 

activity for FOMC members and other officials.  China news is next, with some reflections on 

the hypersonic missile tests.  The international roundup follows; EU and NATO talks continue in 

Europe.  We close with crypto news and the pandemic update. 

 

Economics and policy:  The Fed announces new rules for FOMC members. 

• The Fed announced new rules for members of the FOMC regarding their personal 

accounts.  Going forward, governors and regional presidents can only purchase 

diversified investment vehicles (no individual shares or bonds) and are barred from 

derivative transactions.  To make a transaction, a member must give notice 45 days in 
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advance, and no trades can occur under periods of financial stress1.  We are somewhat 

surprised such rules were not already in place, but this new structure should reduce future 

controversies.  It remains to be seen if Powell can be renominated, although we are 

reaching a point in the calendar where an announcement must be made soon if a change 

is forthcoming. 

o There remains an underlying issue on this topic.  If a member of the FOMC is 

wealthy, it puts that person in a quandary; what if the policy action taken has a 

negative impact on his wealth?  Nothing short of complete liquidation of financial 

assets would avoid this concern, and these rules don’t address that potential 

conflict of interests.   

• Negotiations on the budget continue. There are reports that discussions between Sen. 

Manchin (D-WV) and Sen. Sanders (I-VT) became quite heated recently, with Manchin 

threatening to not support any funding increases.   

o On yesterday’s report that Manchin is considering leaving the Democrats, there is 

something to it.  However, he isn’t thinking about joining the GOP but instead 

becoming an independent.   

• How big a deal is the backup in container ships in California?  It is estimated that $22 

billion of goods is floating in the harbors of the Golden State.  Conditions are not getting 

better as the wait time to unload a vessel is up to 13 days.   

o The White House is considering activating the National Guard to help ease 

bottlenecks.  We are not sure how much this would matter.   

o As goods pile up in the supply chain, warehouse space is becoming scarce.   

o Around the world, supply chain issues are crimping economic growth and lifting 

prices.   

o Whirlpool (WHR, USD, 207.90) says it expects the appliance shortage to persist.   

• Due to labor shortages, Southwest Airlines (LUV, USD, 48.66) announced it would 

reduce its flight schedule.   

• The CFPB is investigating how tech firms use financial data.   

• Russia says it could increase natural gas supplies by 10% if Nord Stream 2 is approved.   

 

China news:  We look at the recent missile tests, and the U.S. returns to the U.N. to thwart 

Beijing’s ambitions. 

• We have been reporting on China’s recent hypersonic missile tests.  There are usually 

two questions that come from such tests—why? And why now?  The likely answer to the 

first one is proof of concept; can China do this or not?  The second may be more 

important.  When my youngest took an AP history course in high school2, he studied the 

Soviet test of a hydrogen bomb.  The thesis he developed was that nuclear weapons 

became the guarantee against unconditional surrender.  If two nuclear powers went to 

war, they could not completely vanquish each other conventionally because the party 

 
1 Thus far undefined.   
2 This is Bill talking.   
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losing could decide to “go nuclear.”  If China is considering military action against 

Taiwan, it may want to preclude the U.S. from threatening to use nuclear weapons 

against China if it didn’t withdraw.  We have no proof of this theory.  But we remain 

puzzled as to why China would test this weapon now and try to frame the narrative, as 

this test had nothing to do with weapons.  The U.S. clearly didn’t see it that way.  Beijing 

may view this test as a signal to Washington that we shouldn’t think about using a 

nuclear threat in a Taiwan conflict because China can use these hypersonic missiles at 

will.  If we are correct in this assessment, it could be argued that China may be close to 

taking military action against Taiwan. 

o We noted that at yesterday’s town hall meeting, President Biden specifically 

indicated the U.S. would defend Taiwan from attack.  Although the White House 

has suggested nothing has changed, this looks to us like a change in strategic 

ambiguity.  China appears to see it that way. 

• Even though the U.S. was instrumental in creating the U.N., over the years, Washington 

has become frustrated with the latter and has tended to not cooperate with it.  The 

position is defensible, but the U.S. has inadvertently created an opportunity for China to 

expand its influence at the U.N.  Beijing has taken advantage of that opening, filling 

leadership roles in many committees at the U.N., often with persons that the U.S. should 

oppose.  The Biden administration appears to be working to reverse this situation.   

• The NBA is in hot water with China again.  Enes Kanter, a center with the Boston 

Celtics, made posts supporting Tibetan independence.  The NBA has been trying to 

expand its popularity in China but keeps running up against players and others affiliated 

with management who speak out against China’s human rights violations.  China is 

refusing to air Celtics games for now.   

• For years, when China would implement austerity or crack down on important sectors of 

the economy, there was a tendency to restore support at any hint of weaker growth.  So 

far, that isn’t happening, and comments from the PBOC suggest that support for the real 

estate sector isn’t on the horizon. 

• Surprisingly, Evergrande (EGRFN, USD, 0.34) has made a payment on some of its 

bonds, staving off default.  Next Friday, another payment is due.   

• We may see a “buy China” movement, as a key social media influencer is touting 

Chinese products.   

International roundup:  EU/NATO talks continue. 

• The EU and NATO meeting continued today.  So far, there have been discussions, but 

there is only modest evidence that the dispute between Poland and the EU over the role of 

the courts has been resolved.  This situation has Merkel’s mark on it; she tended to 

support talks over decisions with difficult issues.  Her goal was to prevent disruption at 

all costs.  NATO talks did lay out a plan to counteract Russian aggression. 

• The Pentagon and intelligence agencies have issued reports indicating that climate 

change challenges global security.  The concern still includes how changes in climate 

affect military preparedness but now also includes analysis of how extreme weather can 

weaken regimes and create failed states.   

https://twitter.com/proftalmadge/status/1451139132651102208?s=12
https://www.stripes.com/theaters/europe/2021-10-18/china-us-russia-nuclear-weapons-hypersonics-stratcom-3283272.html
https://twitter.com/narangvipin/status/1451018534490976261?s=12
https://twitter.com/narangvipin/status/1451018534490976261?s=12
https://www.ft.com/content/b2776768-fae0-4496-acf6-4a9c0568370d
https://apnews.com/article/joe-biden-china-beijing-taiwan-f4fdeb6e15097d55f5d4c06b5f8c9c29
https://thediplomat.com/2020/04/how-china-is-remaking-the-un-in-its-own-image/
https://www.justsecurity.org/75741/chinas-dystopian-new-ip-plan-shows-need-for-renewed-us-commitment-to-internet-governance/
https://www.nationalreview.com/2021/10/chinas-newly-elected-u-n-torture-committee-expert-is-an-evangelist-for-xi-jinping-thought/
https://www.nationalreview.com/2021/10/chinas-newly-elected-u-n-torture-committee-expert-is-an-evangelist-for-xi-jinping-thought/
https://www.reuters.com/world/us/us-elected-back-un-human-rights-council-after-trump-era-2021-10-14/
https://www.washingtonpost.com/world/2021/10/21/nba-china-boston-celtics-enes-kanter/?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%2F350ef69%2F6172377c9d2fda9d411d6191%2F596b53f6ae7e8a44e7d597a3%2F38%2F66%2F6172377c9d2fda9d411d6191
https://www.wsj.com/articles/nbas-enes-kanter-calls-for-a-free-tibet-sparks-chinese-backlash-11634814575?st=uveexsxmo3erbif&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/the-nba-feels-a-backlash-in-china-after-a-tweet-supporting-hong-kong-11570396236?st=nl7hq58g22i3qtq&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/the-nba-feels-a-backlash-in-china-after-a-tweet-supporting-hong-kong-11570396236?st=nl7hq58g22i3qtq&reflink=desktopwebshare_permalink
https://www.axios.com/china-boston-celtics-enes-kanter-xi-jinping-tibet-6ecd1060-37c6-4b6e-96e0-56694a142b7b.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiospm&stream=top
https://www.reuters.com/world/china/china-faces-challenges-mismanagement-certain-firms-says-pboc-head-2021-10-17/
https://www.reuters.com/world/china/china-evergrande-sends-funds-trustee-bond-coupon-due-sept-23-source-2021-10-22/
https://www.reuters.com/world/china/china-evergrande-sends-funds-trustee-bond-coupon-due-sept-23-source-2021-10-22/
https://www.wsj.com/articles/china-evergrande-makes-overdue-interest-payment-on-dollar-bonds-state-media-says-11634869419?st=vbi4ieav7bibowo&reflink=desktopwebshare_permalink
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https://www.ft.com/content/2c11c470-e0cc-4a2a-88a7-33b370ec4043
https://www.ft.com/content/2c11c470-e0cc-4a2a-88a7-33b370ec4043
https://www.politico.eu/article/in-eu-leaders-toolbox-many-wrenches-few-fixes/?utm_source=POLITICO.EU&utm_campaign=4f3bfaa83e-EMAIL_CAMPAIGN_2021_10_22_03_57&utm_medium=email&utm_term=0_10959edeb5-4f3bfaa83e-190334489
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https://www.nytimes.com/2021/10/21/climate/climate-change-national-security.html?smid=url-share
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• South Korea successfully launched its first rocket but failed to put a satellite in orbit.   

• The ransomware group that hacked the Colonial pipeline has brazenly set up a fake firm 

to recruit hackers.   

Crypto:  The immaturity of the crypto market is creating arbitrage opportunities.   

•  A contango calendar structure in a futures market creates an opportunity for an arbitrager 

to buy spot and sell the deferred contracts.  With stability, the higher-priced deferred 

futures contract will converge on the spot, earning the trader a profit.  Reports suggest 

that the new ETF may create opportunities to expand this trade.  The good news for ETF 

holders is that if this practice becomes widespread, the deferred contract spread to spot 

will narrow, reducing the cost of the roll yield.   

• Worldcoin, a new crypto, has scanned the eyeballs of 100,000 people; in return, those 

scanned receive the new coin. 

 

COVID-19:  The number of reported cases is 242,605,732, with 4,931,905 fatalities.  In the 

U.S., there are 45,302,004 confirmed cases with 733,226 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 498,702,405 doses of the vaccine 

have been distributed, with 411,010,650 doses injected.  The number receiving at least one dose 

is 219,624,445, while the number receiving second doses, which would grant the highest level of 

immunity, is 189,924,447.  For the population older than 18, 68.7% of the population has been 

vaccinated.  The FT has a page on global vaccine distribution.   

• U.S. medical authorities have approved boosters for the current vaccines in use and will 

allow “mixing and matching” of the types.   

• The U.K. is seeing a spike in cases related to a new mutation of the Delta variant.  

Westminster is adamant it won’t order new lockdowns.   

• Belgium is reporting a “fourth wave” of infections.   

• There is a growing shortage of rapid COVID-19 testing materials.  The U.S. vaccine 

mandate is coming into effect on November 22 and will require testing in some 

circumstances.  If there is a shortage of tests, it isn’t clear how this situation will be 

accommodated.   

 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. 
 

https://www.washingtonpost.com/world/2021/10/21/south-korea-successfully-launches-its-first-rocket-fails-place-test-satellite/?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%2F350ef71%2F6172377c9d2fda9d411d6191%2F596b53f6ae7e8a44e7d597a3%2F55%2F66%2F6172377c9d2fda9d411d6191
https://www.wsj.com/articles/ransomware-gang-masquerades-as-real-company-to-recruit-tech-talent-11634819400?st=3ngbg5csqqp88gn&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/ransomware-gang-masquerades-as-real-company-to-recruit-tech-talent-11634819400?st=3ngbg5csqqp88gn&reflink=desktopwebshare_permalink
https://www.ft.com/content/eda57010-e677-4603-94ef-f582396d1d7a
https://www.ft.com/content/0f873676-26c8-4b57-b369-23a2b30f11a5
https://www.nytimes.com/live/2021/10/21/world/covid-vaccine-boosters?campaign_id=51&emc=edit_mbe_20211022&instance_id=43477&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=72329&te=1&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.wsj.com/articles/moderna-and-johnson-johnson-covid-19-boosters-mixing-and-matching-under-review-by-cdc-advisers-11634825596?st=covm3n6nq4eynsg&reflink=desktopwebshare_permalink
https://www.bbc.com/news/health-58965650
https://www.politico.eu/article/belgium-entering-fourth-wave-of-coronavirus-warns-health-minister/?utm_source=POLITICO.EU&utm_campaign=4f3bfaa83e-EMAIL_CAMPAIGN_2021_10_22_03_57&utm_medium=email&utm_term=0_10959edeb5-4f3bfaa83e-190334489
https://www.ft.com/content/b903be05-0f82-4672-9245-5295a5c80c50?emailId=61723f47c8f9e8000482f30e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
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EDT Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m Oct 60.5 60.7 **

9:45 Markit US Services PMI m/m Oct 55.2 54.9 ***

9:45 Markit US Composite PMI m/m Oct 55 **

Monthly Budget Statement m/m Sep -$59.0b -$124.6b ***

EST Speaker or event

10:00 Mary Daly Discusses the Fed and Climate Change Risk President of the Federal Reserve Bank of San Francisco

11:00 Jerome Powell Takes Part in a Policy Panel Discussion Chairman of Board of Governors of Federal Reserve

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

China FX Net Settlement - Clients CNY m/m Sep 173.7b 116.9b * Equity and bond neutral

Japan National CPI y/y Sep 0.2% -0.4% 0.2% *** Equity and bond neutral

National CPI Ex Fresh Food y/y Sep 0.1% 0.0% 0.1% *** Equity and bond neutral

National CPI Ex Fresh Food, Energy y/y Sep -0.5% -0.5% -0.4% *** Equity and bond neutral

Jibun Bank Japan PMI Mfg m/m Oct 53.0 51.5 ** Equity bullish, bond bearish

Jibun Bank Japan PMI Services m/m Oct 50.7 47.8 ** Equity bullish, bond bearish

Jibun Bank Japan PMI Composite m/m Oct 50.7 47.9 ** Equity bullish, bond bearish

Australia Markit Australia PMI Services m/m Oct 52.0 45.5 ** Equity bullish, bond bearish

Markit Australia PMI Composite m/m Oct 52.2 46.0 ** Equity bullish, bond bearish

Markit Australia PMI Mfg m/m Oct 57.3 56.8 *** Equity bullish, bond bearish

EUROPE

Eurozone Markit Eurozone Manufacturing PMI m/m Oct 58.5 58.6 57.1 ** Equity bullish, bond bearish

Markit Eurozone Services PMI m/m Oct 54.7 56.4 55.4 ** Equity and bond neutral

Markit Eurozone Composite PMI m/m Oct 54.3 56.2 55.2 ** Equity and bond neutral

France Markit France Manufacturing PMI m/m Oct 53.5 55.0 54.0 ** Equity and bond neutral

Markit France Services PMI m/m Oct 56.6 56.2 55.5 ** Equity bullish, bond bearish

Markit France Composite PMI m/m Oct 54.7 55.3 54.7 ** Equity and bond neutral

Germany Markit Germany Manufacturing PMI m/m Oct 58.2 58.4 56.6 ** Equity bullish, bond bearish

Markit Germany Services PMI m/m Oct 52.4 56.2 55.2 ** Equity and bond neutral

Markit/BME Germany Composite PMI m/m Oct 52.0 55.5 54.3 ** Equity and bond neutral

UK Retail Sales Inc Auto Fuel m/m Sep -0.2% -0.9% 0.6% ** Equity bearish, bond bullish

Retail Sales Ex Auto Fuel m/m Sep -2.6% -1.2% 0.3% ** Equity bearish, bond bullish

Markit UK PMI Manufacturing SA m/m Oct 57.7 57.1 56.0 ** Equity bullish, bond bearish

Markit/CIPS UK Services PMI m/m Oct 58.0 55.4 54.5 ** Equity bullish, bond bearish

Markit/CIPS UK Composite PMI m/m Oct 56.8 54.9 54.0 ** Equity bullish, bond bearish

Russia Money Supply Narrow Def w/w 15-Oct 14.42t 14.39t * Equity and bond neutral

AMERICAS

Mexico Retail Sales y/y Aug 7.2% 9.9% 6.6% ** Equity bullish, bond bearish

Bi-Weekly CPI w/w 15-Oct 0.54% 0.21% 0.52% *** Equity bearish, bond bullish

Bi-Weekly Core CPI w/w 15-Oct 0.33% 0.13% 0.20% *** Equity bearish, bond bullish

Canada Retail Sales m/m Aug 2.1% -0.6% 2.0% ** Equity bullish, bond bearish

Retail Sales Ex Auto m/m Aug 2.8% -1.0% 2.6% ** Equity bullish, bond bearish

Brazil Current Account Balance m/m Sep -$1699m $1684m -$1500m ** Equity bearish, bond bullish

Foreign Direct Investment m/m Sep $4495m $4451m $5000m ** Equity bearish, bond bullish  
 

Financial Markets 
 

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

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

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

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

3-mo T-bill yield (bps) 5 5 0 Neutral

TED spread (bps) 8 8 0 Neutral

U.S. Libor/OIS spread (bps) 7 7 0 Down

10-yr T-note (%) 1.68 1.70 -0.02 Down

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

EUR/USD 3-mo swap (bps) 23 21 2 Down

Currencies Direction

dollar Down Neutral

euro Up Up

yen Flat Neutral

pound Flat Neutral

franc Flat Neutral

Central Bank Action Current Prior Expected

Russia Key Rate 6.750% 7.000% 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. 
 

Price Prior Change Explanation

Brent $84.90 $85.82 -1.07%

WTI $82.77 $83.42 -0.78%  

Natural Gas $5.07 $5.17 -1.88%  

Crack Spread $20.66 $22.51 -8.23%

12-mo strip crack $22.64 $23.25 -2.64%

Ethanol rack $2.76 $2.74 0.54%

Gold $1,786.91 $1,782.08 0.27%

Silver $24.27 $24.29 -0.10%

Copper contract $463.90 $473.45 -2.02%

Corn contract $538.00 $539.25 -0.23%

Wheat contract $745.00 $749.25 -0.57%

Soybeans contract $1,239.00 $1,245.50 -0.52%

Baltic Dry Freight 4,751            4,714            37

Actual Expected Difference

Crude (mb) -0.4 2.0 -2.4

Gasoline (mb) -5.4 -0.7 -4.7

Distillates (mb) -3.9 -1.3 -2.6

Refinery run rates (%) -2.00% -0.20% -1.80%

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 most of the country.  Cooler-than-normal temperatures are expected in the Pacific 

region.  The forecast calls for wet conditions for most of the country. Meanwhile, dry conditions 

are expected in the Southwest region.  There is no tropical cyclone activity expected for the next 

48 hours.  We are now approaching the end of hurricane season, which concludes on November 

30.  
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Data Section 
 

U.S. Equity Markets – (as of 10/21/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Consumer Staples
Utilities

Healthcare
Materials

Industrials
Consumer Discretionary
Communication Services

S&P 500
Technology
Real Estate

Financials
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Energy

Financials

Materials

Consumer Staples

Utilities

Real Estate

Industrials

Communication Services

S&P 500

Technology

Healthcare

Consumer Discretionary

Prior Trading Day Total Return

(Source: Bloomberg) 
 

These S&P 500 and sector return charts are designed to provide the reader with an easy overview 

of the year-to-date and prior trading day total return.  Sectors are ranked by total return; green 

indicating positive and red indicating negative return, along with the overall S&P 500 in black. 

These charts represent the new sectors following the 2018 sector reconfiguration.  
 

Asset Class Performance – (as of 10/21/2021 close) 

 

-20.0% 0.0% 20.0% 40.0%

US Government Bond

US Corporate Bond

Cash

Emerging Markets (local currency)

Emerging Markets ($)

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Value

Mid Cap

Large 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 

 

October 21, 2021 

 

0

5

10

15

20

25

30

70 80 90 00 10 20 30 40 50 60 70 80 90 00 10 20

4Q TRAILING P/E AVERAGE

-1 STANDARD DEVIATION +1 STANDARD DEVIATION

LONG-TERM TRAILING P/E

P
/E

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

P/E as of 10/20/2021 = 21.9x

 
 

Based on our methodology,3 the current P/E is 21.9x, up 0.1x from last week.  The rise in the 

multiple is mostly due to increasing index values offsetting strong earnings.   
 

 

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. 

 
3 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. 


