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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 17, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  

In Europe, the EuroStoxx 50 is currently down 0.3% from its prior close.  In Asia, the MSCI 

Asia Apex 50 closed up 0.7%.  Chinese markets were higher, with the Shanghai Composite up 

0.2% from its prior close and the Shenzhen Composite up 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 (9/13/2021): “Afghanistan, Part I: History” 

• Weekly Energy Update (9/16/2021): In addition to our usual updates, we have a special 

section on natural gas; fundamentals look bullish 

• 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 (9/17/2021) (with associated podcast): we discuss the size of 

the workforce and how quickly workers are reentering the jobs market, and how 

this data impacts the Fed’s timetable for withdrawing stimulus and raising rates 

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

Globalization” 

 

Good morning, all! U.S. equity futures are pointing toward a lower open this morning. It has 

been a fairly quiet news day so far. Today's report begins with an international news roundup 

followed by U.S. economics and policy. China news is next, and we end the report with our 

pandemic coverage. 
 

International news:   

● The World Bank will not release its “Doing Business” report over ethics concerns. 

International Monetary Fund Managing Director, and former employee of the World 

Bank, Kristalina Georgieva was accused of pressuring the authors of the report to boost 

China’s ranking. The controversy will likely hurt the World Bank's ability to portray 

itself as unbiased. 

● China accused the U.S., U.K., and Australia of igniting an arms race after they agreed to 

a trilateral security agreement. The deal will allow Canberra to build a fleet of nuclear 

submarines. The U.S. responded by accusing China of "aggressive" and "destabilizing" 

behavior within the South China Sea.   

 

Daily Comment 
 

By Bill O’Grady, Thomas Wash, and 

Patrick Fearon-Hernandez, CFA 

http://www.confluenceinvestment.com/research-news/reading-list/
https://www.confluenceinvestment.com/research-news/
https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_9_13_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_sep_16_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Sept_17_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.bloomberg.com/news/articles/2021-09-16/imf-s-georgieva-cited-in-world-bank-probe-of-business-rankings?sref=uIvt3NFS
https://www.ft.com/content/6c13755c-0c41-42f9-ba72-91cd849d22f7
https://www.axios.com/china-australia-submarines-blinken-austin-945533ef-9ed9-40a3-a0ff-6db5bf5e6833.html
https://www.axios.com/china-australia-submarines-blinken-austin-945533ef-9ed9-40a3-a0ff-6db5bf5e6833.html
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○ The U.S. also reassured France that it considers Paris a vital partner in 

maintaining stability in the Indo-Pacific region. The remark came as France had 

expressed outrage over the deal after its agreement to build submarines with 

Australia was scrapped. In response, France cancelled plans for a celebration of 

U.S.-France relations in D.C.   

○ The European Central Bank may raise rates earlier than expected after an 

unpublished report showed that the central bank expects to hit its 2% target by 

2025.  

● Parliamentary elections in Russia are expected to favor the United Russia party. 

However, there is growing sentiment that there could be a sizable protest vote for an 

opposition candidate.  

● In an open letter, former Argentine President and current Vice President Cristina 

Fernandez de Kirschner blamed President Alberto Fernandez for the ruling coalition’s 

loss in a primary election. She attributed the loss to the president’s decision to impose 

fiscal austerity and is urging him to move in another direction. 

● European food supply is under threat as a shortage in natural gas, a key component in 

ammonium nitrate, has made it difficult for fertilizer companies to maintain production. 

Additionally, lockdowns in Asia have added to these woes. Key inputs such as palm oil, 

tin, and cocoa prices have soared as firms have been forced to close down.  

● If you are looking to get away, Thailand is offering 10-year visas for rich pensioners and 

retirees. Under the scheme, pensioners would need to invest $500,000 into government 

bonds or real estate and have an income of $80,000 a year. Retirees would need to invest 

$250,000 in government bonds or real estate and have an income of $40,000 a year. The 

government has struggled to bounce back from the pandemic as its key industry, tourism, 

has been hit hard by the lack of travelers.  

 

Economics and policy:  

● Federal Reserve Chair Jerome Powell has authorized a review of the central bank’s ethics 

rules regarding trading by policymakers. The review comes after financial disclosures of 

Fed officials Eric Rosengren and Robert Kaplan showed that the two traded securities 

while the Federal Reserve was implementing controversial policy accommodation.  

● Transportation prices continue to be a problem for firms. Rising shipping costs are 

making it harder for firms to fill orders. So far, firms have been reluctant to push these 

prices on to consumers. However, if these problems persist, suppliers may have no 

choice. 

● Democrats are considering a carbon tax to incentivize moderates to support the $3.5 

billion spending bill.  

● President Biden announced that his administration will look into why retail gasoline 

prices are so high. Gasoline prices rose $3.19 per gallon on Wednesday, the highest since 

October 2014. 

● On Thursday, House Representatives Alexandria Ocasio-Cortez (D-NY) and Cori Bush 

(D-MO) pushed Congress to include an expansion of enhanced unemployment aid in the 

$3.5 trillion tax plan.  

 

https://www.reuters.com/world/blinken-says-france-is-vital-indo-pacific-partner-2021-09-16/
https://www.reuters.com/world/blinken-says-france-is-vital-indo-pacific-partner-2021-09-16/
https://www.nytimes.com/2021/09/16/world/europe/france-australia-uk-us-submarines.html
https://www.nytimes.com/2021/09/16/world/europe/france-australia-uk-us-submarines.html
https://africa.businessinsider.com/politics/france-canceled-a-celebration-of-us-french-relations-amid-outrage-over-a-scrapped/kf9qfe0
https://africa.businessinsider.com/politics/france-canceled-a-celebration-of-us-french-relations-amid-outrage-over-a-scrapped/kf9qfe0
https://www.ft.com/content/0ee1336d-1c7c-43b5-a8ed-f141f31fb70e
https://www.nytimes.com/2021/09/15/world/europe/navalny-smart-voting-russia-election.html
https://www.nytimes.com/2021/09/15/world/europe/navalny-smart-voting-russia-election.html
https://www.bloomberg.com/news/articles/2021-09-16/argentine-vp-kirchner-blasts-fernandez-over-catastrophic-loss?sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-09-16/argentine-vp-kirchner-blasts-fernandez-over-catastrophic-loss?sref=uIvt3NFS
https://www.ft.com/content/22497cb0-aaf3-4afa-87e1-e66b67814e48
https://www.wsj.com/articles/covid-19-lockdowns-in-asia-deepen-commodity-supply-chain-pain-11631871002?mod=hp_lead_pos2
https://www.wsj.com/articles/covid-19-lockdowns-in-asia-deepen-commodity-supply-chain-pain-11631871002?mod=hp_lead_pos2
https://www.ft.com/content/e24ca28c-2336-412a-8d0b-66da3c069c06
https://www.ft.com/content/e24ca28c-2336-412a-8d0b-66da3c069c06
https://www.bloomberg.com/news/articles/2021-09-16/powell-asks-fed-to-examine-staff-trading-rules-after-disclosures?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-09-16/powell-asks-fed-to-examine-staff-trading-rules-after-disclosures?srnd=premium&sref=uIvt3NFS
https://www.wsj.com/articles/rising-shipping-costs-are-companies-latest-inflation-riddle-11631784602?mod=hp_lead_pos5
https://www.wsj.com/articles/democrats-rethink-climate-measures-consider-carbon-tax-11631800800
https://finance.yahoo.com/news/biden-looking-why-gasoline-prices-202758193.html
https://finance.yahoo.com/news/biden-looking-why-gasoline-prices-202758193.html
https://www.bloomberg.com/news/articles/2021-09-16/ocasio-cortez-bush-lead-bid-for-expanded-unemployment-aid?srnd=premium&sref=uIvt3NFS
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China:   

● China officially applied to join the Comprehensive and Progressive Agreement for Trans-

Pacific Partnership on Thursday. The deal is a revised version of the Trans-Pacific 

Partnership (TPP). China’s acceptance into the trade bloc is not certain given its ongoing 

disputes with two members, Australia and Canada. However, China’s strong growth 

during the pandemic may sway countries to admit it.    

● Evergrande (EGRNF, $0.35) is on the brink of default and fears of contagion have spread 

throughout China’s financial system. Shares of Ping An Insurance (PNGAY, $14.75), 

China's largest insurer, fell due to concerns that it may have some exposure to the 

property group. The company issued a statement on Friday to reassure investors that it 

wasn’t exposed; however, angst throughout China still remains. In response to the crisis, 

the People’s Bank of China has injected $14 billion into the financial system.  

○ The world’s largest stablecoin, Tether, stated that it doesn’t hold any Evergrande 

commercial paper.  

 

COVID-19: The number of reported cases is 227,089,247 with 4,670,690 fatalities.  In the U.S., 

there are 41,785,979 confirmed cases with 670,009 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 462,384,885 doses of the vaccine have 

been distributed with 383,038,403 doses injected.  The number receiving at least one dose is 

210,700,361, while the number receiving second doses, which would grant the highest level of 

immunity, is 180,086,143.  The FT has a page on global vaccine distribution.   

● Italy is making it obligatory for all workers to show proof of vaccination, a negative test, 

or a recent recovery from infection before going to work.     

● Brazilian authorities have halted vaccinations of teenagers to investigate a reported death.   

● Idaho has authorized hospitals to ration care as the healthcare system has become 

overwhelmed with COVID-19 cases. 

● Public health officials in Africa have requested that the United Nations speed up delivery 

of the vaccines. 

● The U.K. is considering easing COVID-19 restrictions for international air travel.  

● A panel of independent vaccine advisors is set to meet on Friday to discuss whether the 

FDA should approve Pfizer’s booster shot for those 16 years and older. The FDA is not 

obliged to follow the advice of the panel; however, the panel does hold a lot of influence 

over the FDA’s decision to approve the shot.    

 

U.S. Economic Releases  
 

There have been no major U.S. economic releases so far today.  The table below shows any 

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

https://www.bloomberg.com/news/articles/2021-09-16/china-formally-applies-to-join-asian-trade-deal-u-s-abandoned?srnd=premium&sref=uIvt3NFS
https://www.bloomberg.com/news/articles/2021-09-16/china-formally-applies-to-join-asian-trade-deal-u-s-abandoned?srnd=premium&sref=uIvt3NFS
https://www.ft.com/content/7608a4a8-d791-4f7b-93ec-34be4c82a106
https://www.ft.com/content/7608a4a8-d791-4f7b-93ec-34be4c82a106
https://www.bloomberg.com/news/articles/2021-09-17/china-boosts-cash-addition-to-soothe-nerves-amid-evergrande-saga?sref=uIvt3NFS
https://www.theblockcrypto.com/post/117733/tether-says-it-doesnt-hold-any-commercial-paper-issued-by-evergrande
https://www.theblockcrypto.com/post/117733/tether-says-it-doesnt-hold-any-commercial-paper-issued-by-evergrande
https://www.nytimes.com/live/2021/04/14/world/covid-vaccine-coronavirus-cases?action=click&block=storyline_live_updates_block_recirc&campaign_id=51&emc=edit_mbe_20210415&instance_id=29251&name=styln-coronavirus&nl=morning-briefing%3A-europe-edition&pgtype=LegacyCollection&regi_id=5677267&region=hub&segment_id=55601&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.reuters.com/world/europe/italy-readies-law-make-covid-health-pass-mandatory-all-workers-2021-09-16/
https://www.bloomberg.com/news/articles/2021-09-16/brazil-stops-vaccinating-some-teens-to-probe-death?srnd=economics-vp&sref=uIvt3NFS
https://www.nytimes.com/2021/09/16/us/idaho-covid-hospitalizations.html
https://www.nytimes.com/2021/09/16/world/africa/coronavirus-vaccine-africa.html
https://www.nytimes.com/2021/09/16/world/africa/coronavirus-vaccine-africa.html
https://www.reuters.com/world/uk/uk-will-probably-review-covid-19-travel-rules-later-friday-2021-09-17/
https://www.nytimes.com/2021/09/17/us/politics/fda-booster-shots-meeting-covid.html
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EDT Indicator Expected Prior Rating

10:00 U. of Michigan Consumer Sentiment m/m Sep P 72.0 70.3 ***

10:00 U. of Michigan Current Conditions m/m Sep P 78.5 **

10:00 U. of Michigan Expectations m/m Sep P 65.1 **

10:00 U. of Michigan 1-Year Inflation Expectation m/m Sep P 4.7% 4.6% *

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

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

New Zealand BusinessNZ Manufacturing PMI m/m Aug 40.1 62.2 *** Equity bearish, bond bullish

China Foreign Directy Investment YTD y/y Aug 22.3% 25.5% * Equity and bond neutral

EUROPE

Eurozone CPI y/y Aug F 3.0% 2.2% 3.0% *** Equity and bond neutral

CPI Core y/y Aug F 1.6% 1.6% 1.6% ** Equity and bond neutral

UK Retail Sales y/y Aug 0.0% 2.4% 2.7% ** Equity bearish, bond bullish

Retail Sales Ex-Auto Fuel y/y Aug -0.9% 1.8% 2.5% ** Equity bearish, bond bullish

AMERICAS

Brazil FIPE CPI m/m 15-Sep 1.2% 1.3% * Equity and bond neutral  
 

Financial Markets 
 

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

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

a certain move merits further explanation. 
 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 12 12 0 Down

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

TED spread (bps) 9 8 1 Neutral

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

10-yr T-note (%) 1.35 1.34 0.01 Down

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

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

Currencies Direction

dollar Flat Down

euro Up Up

yen Down Neutral

pound Flat Neutral

franc Flat Neutral  



 

 

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

www.confluenceinvestment.com 

 5 

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 $75.34 $75.67 -0.44%

WTI $72.17 $72.61 -0.61%  

Natural Gas $5.34 $5.34 0.07%  

Crack Spread $19.54 $19.45 0.47%

12-mo strip crack $19.86 $19.78 0.40%

Ethanol rack $2.64 $2.64 -0.08%

Gold $1,759.22 $1,753.77 0.31%

Silver $22.96 $22.91 0.25%

Copper contract $433.50 $428.15 1.25%

Corn contract $528.25 $529.50 -0.24%

Wheat contract $714.75 $713.00 0.25%

Soybeans contract $1,290.75 $1,296.00 -0.41%

Baltic Dry Freight 4,215            4,233            -18

Actual Expected Difference

Crude (mb) -6.4 -3.6 -2.8

Gasoline (mb) -1.9 -3.0 1.1

Distillates (mb) -1.7 -2.0 0.3

Refinery run rates (%) 0.20% 2.50% -2.3%

Natural gas (bcf) 83.0 76.0 7.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 
 

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

Southwest, the Great Plains, and all along the East Coast, with cooler-than-normal temperatures 

only in the Rocky Mountains and Lower Mississippi Valley.  The forecast calls for dry 

conditions everywhere but the Northeast. 

 

There are currently four cyclonic disturbances in the Atlantic region.  First, the remnants of 

Tropical Depression Nicholas are now over Louisiana.  Second, a disturbance off the coast of 

North Carolina is expected to develop into a tropical storm within the next 48 hours, but it is 

moving northeastward and is not expected to make landfall in the U.S.  The third disturbance is 

currently over the central Atlantic Ocean between South America and Africa, while a fourth 

disturbance has formed just off the western coast of Africa.  We are past the normal peak of 

hurricane activity, which occurs on September 10. 
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Data Section 
 

U.S. Equity Markets – (as of 9/16/2021 close) 

 

  

0.0% 20.0% 40.0%

Consumer Staples
Utilities

Industrials
Consumer Discretionary

Materials
Healthcare

S&P 500
Technology

Communication Services
Real Estate

Financials
Energy

YTD Total Return

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

Energy

Materials

Utilities

Industrials

Consumer Staples

Financials

Healthcare

S&P 500

Communication Services

Technology

Real Estate

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 9/16/2021 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 16, 2021 
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P/E as of 9/15/2021 = 23.7x

 
 

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

 
 

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

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

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

 
1 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes three actual quarters (Q4, Q1 and Q2) and one estimate (Q3). We take the S&P average for the 
quarter and divide by the rolling four-quarter sum of earnings to calculate the P/E. This methodology isn’t perfect 
(it will tend to inflate the P/E on a trailing basis and deflate it on a forward basis), but it will also smooth the data 
and avoid P/E volatility caused by unusual market activity (through the average price process). Why this process?  
Given the constraints of the long-term data series, this is the best way to create a long-term dataset for P/E ratios. 


