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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: September 13, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  

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

Apex 50 closed down 1.3%.  Chinese markets were mixed, with the Shanghai Composite up 

0.3% from its prior close and the Shenzhen Composite down 0.1%.  U.S. equity index futures are 

signaling a higher open.   
 

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

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

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

• Weekly Geopolitical Report (8/30/2021): “A Storm Before the Calm: A Review” 

• Weekly Energy Update (9/10/2021): Ida caused a sharp decline in refinery operations, 

China is releasing strategic reserve oil to lower prices, and natural gas prices are on a 

tear. 

• 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 (9/10/2021) (with associated podcast): we discuss the likelihood 

of Fed Chair Powell’s renomination, the opposition in Congress, and what that opposition 

could mean for Fed independence 

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

Globalization” 

 

Good morning and happy Monday!  A lot is going on in the world today as we turn toward 

autumn.  After a soft week, equities are lifting this morning.  We begin with comments on what 

is shaping up to be a turbulent month.  There is an abundance of election news around the world, 

and we take a look at several races.  Crypto news comes next, followed by our coverage of 

China.  Next up is economic and policy news and our international roundup.  We conclude with 

a pandemic update. 

 

We used to like September:  School resumes, the NFL returns, the baseball season winds down 

with at least a couple of races for the playoffs.  Summer weather gradually cools, and 

temperatures become less oppressive.  The hint of autumn comes with the equinox (September 

22 for those keeping score).  However, this September could be volatile.  The nuts and bolts of 

the budget are being introduced in Congress.  As we noted in the latest WEU, energy companies 

are trying to prevent, or at least modify, taxes directed at them on carbon and methane.  Capital 

gains taxes are almost certain to rise, but that’s not all being considered.  Increases to corporate 
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taxes are also on the agenda, and maybe special taxes on stock buybacks.  It is clear that capital 

is being targeted.  Equity markets usually don’t discount these sorts of events very well.  The 

market didn’t anticipate the Trump tax cuts, for example.  Thus, we probably won’t see the 

market take the taxes into account until they are passed.  This position makes sense; tax law is 

very complicated.  It’s better not to move until you know exactly what the final outcome is, but 

the budget will hang over the market for the next several weeks.  We will continue to monitor 

this situation as it unfolds.   

 

But wait…there’s more!  The debt ceiling issue is coming at the same time we are dealing with 

the budget.  In reality, the debt ceiling is a formality.  The spending and borrowing have already 

occurred, but minority parties or the party out of the White House can use the debt ceiling as 

leverage.  This time around, the Democrats who control Congress could simply put the increase 

into the reconciliation bill and pass it on a party-line vote.  However, that creates a campaign 

issue for the midterms, and it already appears that a change in control is probable.  So, the 

Speaker wants to force a vote on the idea that the GOP leadership won’t vote to shut down the 

government.  Both sides look dug in, which likely means a crisis is in the offing.  In the autumn 

of 2013, when we had similar circumstances, we saw a short-term spike in T-bill rates. 

 

 
 

In 2013, the combination of a government shutdown and a new Fed Chair led to a spike in short-

dated Treasuries.  Although the Fed’s lending facilities in place today would likely prevent 

significant fallout, there is a risk of short-term volatility in the money markets.   

The bottom line is that the next eight weeks could be rocky.  We don’t think this situation will 

necessarily require defensive action in portfolios, but we are monitoring the situation closely. 

 

Elections!  We have been keeping close tabs on the German elections, but that isn’t the only 

ones underway.  There are others of note. 

• Norway is holding elections today, and it appears a center-left party will take control.  

Although the leadership of the Labor party isn’t calling for an immediate end to oil 

exploration, the Greens and the Socialist Left, the latter a likely member of the emerging 

coalition, have made calls for this outcome.  In addition, it is possible Labor will need the 

support of the Greens to form a government.  We don’t anticipate an immediate end to 

https://www.nytimes.com/2021/09/10/us/politics/stock-buybacks-partnerships-democrats-tax.html?smid=url-share
https://www.politico.com/f/?id=0000017b-de75-d1a4-a17f-fe7716610000&nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/f/?id=0000017b-de75-d1a4-a17f-fe7716610000&nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/09/12/dems-toil-to-avoid-default-shutdown-in-pivotal-fall-511158?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/09/12/dems-toil-to-avoid-default-shutdown-in-pivotal-fall-511158?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.wsj.com/articles/u-s-stock-market-faces-potentially-bumpy-autumn-wall-street-analysts-warn-11631439002?st=ur1zbigdzwwhjys&reflink=desktopwebshare_permalink
https://www.ft.com/content/70b3ec35-6558-4032-9a0c-47c40a6df5a8
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Norway’s oil production, but once exploration ends, output levels will decline.  What is 

happening in Norway is consistent with our position that oil prices will tend to be 

stronger, due to supply fears.  Oil companies will likely not perform as well as the 

commodity.   

• Argentina held primary votes yesterday to determine who contests national elections on 

November 14.  Polling suggests the Peronists will lose some of their dominance of the 

legislature.   

• California holds its governor recall election tomorrow. 

• Germany held another debate before its upcoming elections.  By all accounts, the SDP’s 

Scholz won the event, increasing the odds of a change in government this month.  For the 

most part, Scholz is the best-looking candidate in a weak field.  The CDU’s Laschet 

appears poised to lose an election he should not have lost.  At the same time, it is not 

unusual that a strong leader prevents the rise of rivals, and when she steps down, there are 

no adequate replacements.   

Crypto:  The BIS wants CBDC, and regulators are pushing against cryptocurrencies. 

• Late last week, Benoît Cœuré, currently with the BIS but previously an official with the 

ECB, said that central banks must move “quickly” to develop digital currencies to offset 

the threat from decentralized finance and stablecoins.  Cœuré is leading the BIS research 

effort on CBDC.  He sees stablecoins as a competitor to sovereign currencies.  It may 

also be a source of financial instability that the central banks could be impotent to 

respond to a funding crisis in this area.   

• Regulators are becoming increasingly concerned about decentralized finance lending 

activities tied to cryptocurrencies.  One problem is that if there is a run on these assets, it 

isn’t clear how central banks could intervene.  If this lending has infiltrated the traditional 

banking system, the potential for a financial crisis becomes elevated.   

• A couple of years ago, Facebook (FB, USD, 378.69) tried to roll out a cryptocurrency 

dubbed “libra.”  The program really didn’t get off the ground, but that didn’t kill the 

project.  The new coin is called “diem.”  Facebook and the other collaborators on the 

project wanted to release the coin last year, but not much has occurred yet.  The coin is a 

permissioned blockchain, meaning there is a centralized control regarding who can use 

the system.  Bitcoin, in comparison, is permissionless, meaning anyone can use it.  

Regulators are pushing back on the release of this currency.   

• South Korea has been a hotbed of crypto activity.  As we are seeing elsewhere, regulators 

are cracking down in Seoul, too.  By September 24, the government will require all 

foreign and local exchanges to register as trading platforms.  Approximately two-thirds of 

the local operators appear unable to meet the regulatory standard.  If they close, about 42 

local “kimchi coins,” the South Korean won-related crypto coins, could be eliminated.  

These are said to represent 90% of trading in crypto in South Korea.  Investors (or more 

properly, punters) are finding they can’t cash out these altcoins.  If they can’t, it is 

estimated that $2.6 billion may be lost.   

https://www.ft.com/content/63d56098-1cb1-4372-b2da-fc1b2f238a6f
https://www.politico.eu/article/debate-win-scholz-german-chancellery/?utm_source=POLITICO.EU&utm_campaign=8c00ea6aa6-EMAIL_CAMPAIGN_2021_09_13_05_08&utm_medium=email&utm_term=0_10959edeb5-8c00ea6aa6-190334489
https://www.politico.eu/article/debate-win-scholz-german-chancellery/?utm_source=POLITICO.EU&utm_campaign=8c00ea6aa6-EMAIL_CAMPAIGN_2021_09_13_05_08&utm_medium=email&utm_term=0_10959edeb5-8c00ea6aa6-190334489
https://www.ft.com/content/d41f3b20-d8f8-42e1-a2de-8b0f481c10e0
https://www.nytimes.com/2021/09/12/world/europe/german-election-armin-laschet-merkel.html?smid=url-share
https://www.bis.org/speeches/sp210910.htm
https://www.ft.com/content/8dc38c24-8da1-40a0-a3f1-6f189bc94c3a
https://www.wsj.com/articles/crypto-fans-borrow-to-buy-homes-carsand-more-crypto-11631266200?st=63xryz7wdkpyjhq&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/crypto-fans-borrow-to-buy-homes-carsand-more-crypto-11631266200?st=63xryz7wdkpyjhq&reflink=desktopwebshare_permalink
https://techcrunch.com/2019/06/18/facebook-libra/?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuZ29vZ2xlLmNvbS8&guce_referrer_sig=AQAAAAhovbCLqvreGbKKi1pU19k_SeZoboU3fI51sE5rWPfIWYHLSWUkQkyitpxztcsjVFTHHpqU3HNnIOFOPE5rYHC90I3SUQLPM-GKFF8NZGROGsD3gPg3r1SsXED5MQwAhd8o0mStlmV8cb_xvB0v1zUqOiSXNWa3GYTv4B971wme
https://www.diem.com/en-us/
https://www.washingtonpost.com/us-policy/2021/09/10/facebook-crypto-diem-treasury/
https://www.ft.com/content/dccac69e-9ebe-468a-b089-4f40d77d5a80
https://www.ft.com/content/dccac69e-9ebe-468a-b089-4f40d77d5a80
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China:  We are still trying to determine what common prosperity means, and new tariffs on 

China may be in the works.   

• A recent commentary in China over the regulatory crackdown continues to paint a less-

than-clear picture about the direction of policy in China.  Li Guangman, the author of a 

recent editorial calling for a wholesale rejection of Western values and the curtailment of 

capitalist activities, is on one side of the debate.  We note that his essay on this topic 

remains available online in China, which would suggest it hasn’t been rejected by the 

leadership of the CPC.  Other voices have called for moderation, fearing a wholesale 

rejection of markets will cripple China’s economy.  Our take is that General Secretary Xi 

is determined to bring every part of Chinese society under the control of the CPC, 

including the market economy.  Much of the crackdown is on leaders in industry and 

culture.  Still, there is a degree of uncertainty that will only become clear with time; no 

one knows how far Xi intends to take this program.  For those involved in China, this 

uncertainty is difficult to manage and has led some to reduce their exposure.  Reducing 

exposure is manageable for financial investment; for direct investment, the options are 

less attractive. 

o Chinese regulators have indicated they want to separate Alipay, the loan app of 

Jack Ma’s Ant Group (BABA, USD, 168.10), from the rest of the company.  

Alipay is a prodigious source of data on consumers.  It is likely the reason 

regulators want to pull it away from Ant so Beijing can access Alipay’s data.   

• The Biden administration is investigating Beijing’s industrial subsidies to determine 

whether government support gives these firms an unfair advantage.  If the analysis finds 

it does, countervailing tariffs might be implemented.  The White House has kept most of 

the Trump-era tariffs in place, and now it appears that more may be added.  

• We have documented the travails of Evergrande Group (UGRNF, USD, 0.45) in recent 

weeks.  It appears that some degree of contagion is developing, as the bonds of other 

property developers are plunging.  Dollar bonds of Fantasia Holdings (1777, HKD, 0.65) 

and Guangzhou R&F Properties (2777, HKD, 6.33) have slipped under 60 cents per 

dollar, pushing yields to around 40%.  For years, Beijing didn’t allow companies to 

default.  Banks were encouraged to perpetually extended credit.  With the potential of 

default looming, it remains to be seen if regulators will simply allow these firms to fail 

and bear the consequences.   

• The Biden administration is moving toward allowing a name change in Taiwan’s 

representative office in Washington.  It is currently referred to as the “Taipei Economic 

and Cultural Representative Office.”  The proposal is to change the name to the “Taiwan 

Representative Office.”  This change gives the impression that Taiwan is a separate 

sovereign.  Lithuania recently did something similar, which Beijing didn’t take well.  

China opposes the move.  Coming so soon after the Biden/Xi call, this action suggests a 

deliberate escalation of tensions.   

Economics and policy:  Tax proposals are out, a couple of regional FRB presidents are in hot 

water, and manufactured homes are becoming popular.   

https://www.nytimes.com/2021/09/09/world/asia/china-li-guangman.html?smid=url-share
https://chinadigitaltimes.net/2021/08/translation-everyone-can-sense-that-a-profound-transformation-is-underway/
http://opinion.people.com.cn/n1/2021/0908/c1003-32220675.html
https://www.straitstimes.com/business/economy/what-xi-means-by-disorderly-capital-is-2-trillion-question-for-investors
https://www.washingtonpost.com/world/asia_pacific/china-crackdown-tech-celebrities-xi/2021/09/09/b4c2409c-0c66-11ec-a7c8-61bb7b3bf628_story.html
https://www.washingtonpost.com/world/asia_pacific/china-crackdown-tech-celebrities-xi/2021/09/09/b4c2409c-0c66-11ec-a7c8-61bb7b3bf628_story.html
https://www.economist.com/china/2021/09/11/a-provocative-blog-post-stirs-up-a-firestorm-in-china
https://www.economist.com/china/2021/09/11/a-provocative-blog-post-stirs-up-a-firestorm-in-china
https://www.ft.com/content/4ddf4b5b-3267-41b2-ad04-8f4e77783a5c
https://www.ft.com/content/01b7c7ca-71ad-4baa-bddf-a4d5e65c5d79
https://www.reuters.com/world/china/china-break-up-ants-alipay-force-creation-separate-loans-app-ft-2021-09-12/
https://www.reuters.com/world/china/china-break-up-ants-alipay-force-creation-separate-loans-app-ft-2021-09-12/
https://www.wsj.com/articles/biden-administration-takes-aim-at-chinas-industrial-subsidies-11631295257?st=9h8uzhigyjwokgp&reflink=desktopwebshare_permalink
https://www.ft.com/content/76dd1430-bd4b-4f6f-954a-40ab0d636e74?emailId=613f23df01cf900004dedf8c&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.wsj.com/articles/riskier-chinese-property-bonds-suffer-as-evergrande-struggles-11631444581?st=wr41nfil9ueunw6&reflink=desktopwebshare_permalink
https://www.ft.com/content/07810ece-b35b-47e7-a6d2-c876b7b40444
https://www.ft.com/content/07810ece-b35b-47e7-a6d2-c876b7b40444
https://www.ft.com/content/5527d9e5-ed0d-416d-8bd2-e9b12732f16d
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• As noted above, we are starting to see tax proposals from the $3.5 trillion budget.  

Several of the measures proposed are controversial, and we doubt all will be passed.  

Some missing elements are notable.  There are no changes to the estate tax in the linked 

proposal, for example.  Passing this budget will still be tenuous; moderate Democrats 

remain opposed, and given the slim majorities in Congress, it will be hard to make it all 

work.  We continue to expect something to get done, but probably less than what is 

currently on paper. 

• Dallas FRB President Kaplan and Boston FRB President Rosengren are apparently active 

traders in their own accounts.  This revelation has led to concerns that they may be using 

information from their role on the FOMC for their benefit.  Although neither appears to 

have violated regulations, the conduct raises questions.  Both have indicated they will sell 

their individual holdings and invest in broad indexes going forward to avoid the 

appearance of impropriety.  This news may turn out to be nothing. However, progressives 

have eyed the role of the regional bank presidents with concern for a while.  Regional 

bank presidents are appointed by their regional bank boards, which are usually populated 

with local business leaders.  None are vetted by Congress.  Voting patterns show a clear 

skew towards hawkishness.  Don’t be surprised if Congressional progressives use this 

event to gain influence on the selection of a president, potentially removing hawks from 

the FOMC. 

• Although LIBOR isn’t dead quite yet, regulators continue to press for its demise.  In 

advance of the expected conclusion of the rate by year’s end, CLO managers are rushing 

to do deals while the rate is still available.  This seems a bit silly to us.  If LIBOR goes 

away, some other rate must be used.  We note that some loan language says that if 

LIBOR becomes unavailable, the rate is fixed at the last known rate.   

• The EPA is moving to block the development of the Pebble Mine project in Alaska.  

Although there are understandable environmental objections, it is also true that the move 

away from fossil fuels is essentially a change from oil and gas to metals.  Making areas 

unavailable for development simply drives the prices of metals higher. 

• As the courts have ended the eviction moratorium, evictions are starting to occur.  This is 

despite the fact that billions of dollars of rental assistance are available.  In the end, the 

program was a massive failure and shows that money alone won’t facilitate a government 

program.  Planning and bureaucracy are also necessary.   

• As home prices soar, manufactured homes, perhaps the lowest end of owned housing, are 

starting to perk up.   

https://www.politico.com/f/?id=0000017b-dcfc-d916-ad7b-fffe75d00000&nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.nytimes.com/2021/09/10/us/politics/stock-buybacks-partnerships-democrats-tax.html?smid=url-share
https://www.ft.com/content/452fb8b3-fd2a-4403-8f2e-43f8895a9131
https://www.ft.com/content/452fb8b3-fd2a-4403-8f2e-43f8895a9131
https://www.wsj.com/articles/two-regional-fed-chiefs-to-sell-stocks-to-avoid-any-appearance-of-conflict-of-interest-11631226416?st=nzg9eerai9fh4gw&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/two-regional-fed-chiefs-to-sell-stocks-to-avoid-any-appearance-of-conflict-of-interest-11631226416?st=nzg9eerai9fh4gw&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/libor-transition-stokes-sales-of-risky-corporate-debt-11631451601?st=l4nfyddncnq96b2&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/libor-transition-stokes-sales-of-risky-corporate-debt-11631451601?st=l4nfyddncnq96b2&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/epa-moves-for-permanent-block-on-pebble-mine-project-in-alaska-11631207144?st=jebdak91quab8ur&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/09/10/business/evictions-rental-assistance.html?smid=url-share
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At the peak of the housing crisis, shipments and starts reached 2.0 million units.  As 

housing crashed, that number collapsed too, falling to 400,000.  When home prices began 

to recover, so did manufacturing and shipments, although levels remain below earlier 

levels.  The above chart shows prices moving up rapidly, and manufacturing and 

shipments are rising, although below levels one would expect given price levels.  It is 

likely that supply chain problems are affecting this industry as well.  Part of the problem 

is that local governments have used zoning to prevent the establishment of manufactured 

home parks.  At the same time, these homes are significantly cheaper than on-site homes 

and could solve the housing deficit.   

• One surprise in this recovery is the robust rise in earnings.  Earnings usually rise in 

recoveries, but current S&P earnings as a percent of GDP are 7.8%, well above the 

previous highs of 6.5%.  A large part of that strength has been the ability of firms to pass 

higher costs on to consumers.  However, at some point, societal pressure will start to 

affect the ability of firms to move higher costs to consumers, which will adversely affect 

margins.  We are seeing the first industry reaction on this front.  The world’s third-largest 

shipper, CMA CGM announced it is capping shipping rates for the next five months.  The 

top six container ship operators control 75% of all ship space, giving them remarkable 

pricing power.   

o On a related note, the White House has a new council on competition; it held its 

first meeting last week.  The narrative being built is that inflation is caused by 

industry concentration.  So, antitrust becomes an anti-inflation policy.   

o UPS (UPS, USD, 193.26) says the pandemic will permanently change logistics, 

reducing globalization and leading to increased regionalization.   

• At the same time, BMW (BMWYY, USD, 31.10) and Daimler (DMLRY, USD, 20.26) 

announced over the weekend that they intend to keep prices high.  Ford (F, USD, 12.68) 

has indicated similar sentiments.  Both will likely do so by holding less inventory.  The 

pandemic’s disruption of supply chains has proven to automakers that they really don’t 

need dealer lots loaded with cars.  A casual drive-by of car lots shows a lot of asphalt and 

little stock.  This may become the future, one of the permanent changes from the 

https://multifamily.fanniemae.com/news-insights/multifamily-market-commentary/manufactured-housing-landscape-2020
http://www.cma-cgm.com/news/3934/cma-cgm-makes-the-decision-to-stop-all-spot-rate-increases
https://www.wsj.com/articles/shipping-options-dry-up-as-businesses-try-to-rebuild-from-pandemic-11631439002?st=pkpqjfm9ti0si0t&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/shipping-options-dry-up-as-businesses-try-to-rebuild-from-pandemic-11631439002?st=pkpqjfm9ti0si0t&reflink=desktopwebshare_permalink
https://apnews.com/article/joe-biden-business-economy-prices-consumer-prices-7ea68c9157a0c72403a8e3da5fae8bcc
https://apnews.com/article/joe-biden-business-economy-prices-consumer-prices-7ea68c9157a0c72403a8e3da5fae8bcc
https://www.ft.com/content/6c127633-9825-4921-9a11-71518591e2f3
https://www.ft.com/content/f55a1d96-1146-4e17-88a9-1a0fbaf57de6
https://www.wsj.com/articles/ford-wants-more-car-buyers-to-order-online-and-wait-rather-than-pick-off-the-lot-11629205200?st=5ihu6hmpgz8a1qm&reflink=desktopwebshare_permalink
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pandemic.  Car buyers are becoming more comfortable with buying online and seem to 

be less concerned about immediate delivery.  Car dealers are rapidly consolidating in 

front of this trend.  For years, dealers were protected by a web of state laws that 

prevented the auto companies from selling direct to consumers.  The dealers themselves 

began to see their business as providing service after the sale, and thus, the walls of 

direct-to-consumer sales, or the need for inventory, are rapidly weakening.  The days of 

haggling over a car may be coming to a close.  That isn’t necessarily good news for 

consumers.   

International roundup:  Will the Eurobond become a permanent feature, and PM Johnson hikes 

taxes.   

• A report issued last week is attempting to frame the relationship between the Russian 

government hackers operating from that nation.  Although the Kremlin has ties to these 

groups, the relationship is distant enough to give Moscow plausible deniability.   

• North Korea has tested a new long-range cruise missile.   

• Russia and Belarus are planning joint military exercises.  This decision raises fears in the 

West as the two nations have moved steadily to unify.   

• Ireland, which is something of a tax haven for big tech, is apparently failing to enforce 

EU laws on tech firms.   

COVID-19:  The number of reported cases is 224,712,819, with 4,632,043 fatalities.  In the 

U.S., there are 40,956,417 confirmed cases with 659,975 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 456,755,755 doses of the vaccine 

have been distributed, with 380,241,903 doses injected.  The number receiving at least one dose 

is 209,437,152, while the number receiving second doses, which would grant the highest level of 

immunity, is 178,692,875.  For the population older than 18, 64.9% of the population has been 

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

• The administration is steadily moving toward vaccine mandates.  Opposition to this 

action is elevated; it should be remembered that opposition to mandated vaccination is 

nothing new.  Yet, it should be recognized that the courts usually favor the 

implementation of mandates.   

• Restaurants are closing dining rooms again as infections rise. 

• Brazil is the latest country to move away from China’s vaccines.  This is despite 

Beijing’s attempt to distribute its vaccines in the emerging and frontier worlds.   

• The U.S. currently ranks sixth among the G-7 nations for vaccine distribution; with Japan 

ramping up its program, the U.S. will likely fall to seventh.   

• Recent studies indicate that those infected with the Delta variant are 11 times more likely 

to die from the disease if unvaccinated.  The highly infectious Delta variant is adversely 

affecting working-age populations.   

• Eventually, through vaccination and natural post-infection immunity, COVID-19 will 

probably become a seasonal infection.   

https://www.wsj.com/articles/everything-must-go-the-american-car-dealership-is-for-sale-11631332812?st=dfokgr7r0set5fj&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/everything-must-go-the-american-car-dealership-is-for-sale-11631332812?st=dfokgr7r0set5fj&reflink=desktopwebshare_permalink
https://go.recordedfuture.com/hubfs/reports/cta-2021-0909.pdf
https://www.nytimes.com/2021/09/09/us/politics/russia-ransomware-hackers.html?smid=url-share
https://www.washingtonpost.com/world/north-korea-says-it-has-tested-a-new-long-range-cruise-missile/2021/09/12/2118e3ea-1432-11ec-b976-f4a43b740aeb_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%2F34a90fb%2F613ecbb79d2fda2627577471%2F596b53f6ae7e8a44e7d597a3%2F49%2F71%2F613ecbb79d2fda2627577471
https://www.ft.com/content/05506540-ece3-4c45-9306-33d013306c94
https://www.ft.com/content/5b986586-0f85-47d5-8edb-3b49398e2b08
https://www.ft.com/content/5b986586-0f85-47d5-8edb-3b49398e2b08
https://www.nytimes.com/live/2021/09/12/world/covid-delta-variant-vaccine?action=click&block=storyline_menu_recirc&campaign_id=51&emc=edit_mbe_20210913&instance_id=40262&is_new=false&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=TOP_BANNER&segment_id=68776&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.nytimes.com/2021/09/09/us/politics/vaccine-mandates-history.html?smid=url-share
https://www.nytimes.com/2021/09/09/us/politics/vaccine-mandates-history.html?smid=url-share
https://www.washingtonpost.com/politics/2021/09/10/republican-governors-sue-biden-vaccine-mandate/
https://www.washingtonpost.com/politics/2021/09/10/republican-governors-sue-biden-vaccine-mandate/
https://www.wsj.com/articles/delta-surge-forces-restaurants-to-close-dining-rooms-again-11631455976?st=cynvf1q0htseorw&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/brazil-moves-away-from-chinese-covid-19-vaccine-11631368138?st=wgasu4kgxgfe7tz&reflink=desktopwebshare_permalink
https://www.axios.com/covid-coronavirus-vaccines-global-production-moderna-pfizer-0796cd2a-dda2-4404-85ac-4514648259c0.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.nytimes.com/2021/09/11/world/asia/us-vaccination-rate-low.html
https://www.wsj.com/articles/unvaccinated-people-11-times-as-likely-to-die-from-covid-19-11631308672?st=ebqafz8x66p6b4j&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/unvaccinated-people-11-times-as-likely-to-die-from-covid-19-11631308672?st=ebqafz8x66p6b4j&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/covid-19-deaths-in-delta-surge-hit-younger-unvaccinated-people-11631525400?st=k52sl8gnzadqxt5&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/covid-19-deaths-in-delta-surge-hit-younger-unvaccinated-people-11631525400?st=k52sl8gnzadqxt5&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/covid-19-could-become-like-the-flu-if-more-people-get-vaccinated-11631439002?st=d0cb5u2hq1jxbph&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/covid-19-could-become-like-the-flu-if-more-people-get-vaccinated-11631439002?st=d0cb5u2hq1jxbph&reflink=desktopwebshare_permalink
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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

14:00 Monthly Budget Statement m/m Jul -$225.0b -$200.0b **

Economic Releases

Fed Speakers or Events

No Fed speakers or events today  
 

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. 
 
Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan BSI Large All Industry q/q 3Q 3.3 -4.7 ** Equity bullish, bond bearish

BSI Large Manufacturing q/q 3Q 7.0 -1.4 ** Equity bullish, bond bearish

PPI y/y Aug 5.5% 5.6% 5.7% ** Equity bullish, bond bearish

New Zealand Food Prices m/m Aug 0.3% 1.3% *** Equity bullish, bond bearish

ANZ Activity Outlook m/m Sep P 18.2 19.2 ** Equity bearish, bond bullish

EUROPE

Germany Wholesale Price Index m/m Aug 0.5% 1.1% ** Equity bearish, bond bullish

Italy Unemployment Rate Quarterly q/q 2Q 9.8% 10.4% 10.0% *** Equity bullish, bond bearish

Switzerland Domestic Sight Deposits CHF w/w 10-Sep 635.9b 636.5b * Equity and bond neutral

Total Sight Deposits CHF w/w 10-Sep 714.8b 714.9b * Equity and bond neutral  
 

Financial Markets 
 

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

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

a certain move merits further explanation. 
 

Today Prior Change Trend

3-mo Libor yield (bps) 12 11 1 Down

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

TED spread (bps) 9 7 2 Neutral

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

10-yr T-note (%) 1.33 1.34 -0.01 Down

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

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

Currencies Direction

dollar Up Down

euro Down Up

yen Down Neutral

pound Up Neutral

franc Down Neutral

Central Bank Action Current Prior Expected

 Chinese Medium-Term Lending Rate 2.950% On forecast  



 

 

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

www.confluenceinvestment.com 

 9 

 

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 $73.58 $72.92 0.91%

WTI $70.39 $69.72 0.96%  

Natural Gas $4.95 $4.94 0.26%  

Crack Spread $20.70 $20.50 0.96%

12-mo strip crack $20.41 $20.31 0.52%

Ethanol rack $2.60 $2.61 -0.49%

Gold $1,789.63 $1,787.58 0.11%

Silver $23.70 $23.74 -0.20%

Copper contract $443.35 $445.20 -0.42%

Corn contract 514.00$       517.50$       -0.68%

Wheat contract 686.50$       688.50$       -0.29%

Soybeans contract 1,284.00$    1,286.50$   -0.19%

Baltic Dry Freight 3864 3643 221

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 eastern two-thirds of the country, with cooler temperatures only in the 

Pacific Northwest.  The forecast calls for wetter-than-normal conditions in the South, the 

Northeast, and the Pacific Northwest, with dry conditions in the Great Plains. 

 

There are currently three cyclonic disturbances in the Atlantic region and one off the coast of 

West Africa.  One, Hurricane Nicholas, is moving along the Mexican coast toward Texas. The 

other two disturbances are in the Atlantic Ocean but are not expected to develop into tropical 

storms within the next 48 hours.  On average, hurricane activity peaks on September 10. 
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Data Section 
 

U.S. Equity Markets – (as of 9/10/2021 close) 

 

  

0.0% 20.0% 40.0%

Consumer Staples
Utilities

Consumer Discretionary
Industrials
Materials

Healthcare
S&P 500

Technology
Communication Services

Real Estate
Financials

Energy

YTD Total Return

-2.0% -1.5% -1.0% -0.5% 0.0%

Real Estate

Utilities

Technology

Healthcare

S&P 500

Financials

Communication Services

Consumer Discretionary

Industrials

Consumer Staples

Energy

Materials

Prior Trading Day Total Return

(Source: Bloomberg) 
 

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

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

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

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

Asset Class Performance – (as of 9/10/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Cash

Emerging Markets (local currency)

Emerging Markets ($)

US High Yield

Foreign Developed ($)

Small Cap

Value

Mid Cap

Foreign Developed (local currency)

Large Cap

Growth

Commodities

Real Estate

YTD Asset Class Total Return

Source: Bloomberg

 
 

Asset classes are defined as follows: Large Cap (S&P 500 Index), Mid Cap (S&P 400 Index), 

Small Cap (Russell 2000 Index), Foreign Developed (MSCI EAFE (USD and local currency) 

Index), Real Estate (FTSE NAREIT Index), Emerging Markets (MSCI Emerging Markets (USD 

and local currency) Index), Cash (iShares Short Treasury Bond ETF), U.S. Corporate Bond 

(iShares iBoxx $ Investment Grade Corporate Bond ETF), U.S. Government Bond (iShares 7-10 

Year Treasury Bond ETF), U.S. High Yield (iShares iBoxx $ High Yield Corporate Bond ETF), 

Commodities (Bloomberg total return Commodity Index), Value (S&P 500 Value), Growth 

(S&P 500 Growth). 

This chart shows the year-to-date 

returns for various asset classes, 

updated daily.  The asset classes are 

ranked by total return (including 

dividends), with green indicating 

positive and red indicating negative 

returns from the beginning of the 

year, as of prior close. 
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P/E Update 

 

September 9, 2021 
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P/E as of 9/08/2021 = 23.7x

 
 

Based on our methodology,1 the current P/E is 23.7x, up 0.1x from last week.  Higher index 

values led to the rise in the multiple. 

 
 

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. 


