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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 27, 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 up 0.2%.  Chinese markets were lower, with the Shanghai Composite down 

0.8% from its prior close and the Shenzhen Composite down 1.1%.  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 (9/20/2021): “Afghanistan, Part II: Pakistan, India, and Iran” 

• Weekly Energy Update (9/23/2021): U.S. crude oil stockpiles continue to decline, and 

there is a natural gas crisis in Europe 

• 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 (9/24/2021) (with associated podcast): we discuss the supply 

side worry of inflation and whether it’s likely to persist when the pandemic diminishes 

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

Globalization” 

 

Good morning and happy Monday, the last one for September 2021 (time flies!).  U.S. equity 

futures are mostly flat this morning, while crude oil is near a three-year high.  Our coverage 

leads off with the German elections, which were something of a draw.  The Meng Wanzhou saga 

is up next, followed by an Evergrande (EGRNF, USD, 0.32) update and crypto news.  The 

British supply crisis is next in line.  We then take a look at the current state of the budget, the 

infrastructure bill, and the debt ceiling.  We close our special coverage with an update on the 

SEC’s action regarding corporate bonds.  Our regular coverage includes China news, 

international news, economics and policy, and our pandemic coverage.   

 

BREAKING:  Boston FRB President Rosengren announced his retirement.  He, along with 

Dallas FRB President Kaplan, were aggressively trading their own accounts during the 2020 

financial crisis and have come under harsh criticism for the appearance of trading on privileged 

information.  His term didn’t end until 2026.  We will be watching for news from Dallas.  It 

should be noted that he has renal failure and is awaiting a kidney transplant, so his retirement 

may not be tied to the trading situation.  If Kaplan resigns as well, Powell will have removed a 
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source of complaint against the Fed and may preserve regional bank control of the president 

selection.   

 

German Elections:  The SDP won a plurality, ending 16 years of CDU/CSU dominance, but the 

vote was close.  The SDP won 25.7% of the vote compared to 24.1 for the CDU/CSU.  The 

Greens took 14.8% of the vote, while the FDP won 11.5%.  Die Linke won 4.9%.  All other 

parties fell below the 5% threshold, meaning they won’t get seats in the Bundestag.  Although 

both the SDP and CDU/CSU have claimed they won the right to form a government, the Greens 

and the FDP will most likely be the basis of the new government.  These two parties are already 

in coalition talks, and once they fix their agenda (like who gets what ministries), they will engage 

the two larger parties.  However, talks between the Greens and the FDP won’t be easy.  The 

Greens stand for environmental policies and are pro-EU.  The FDP leans libertarian and opposes 

higher taxes and the Eurobond.   Christian Linder, the FDP’s leader, will probably demand the 

finance ministry.  If the Greens and FDP fail to build a bloc, the next government could take 

months to form.  At this point, the German government is something of a “jump ball.”  We 

expect the FDP and the Greens to try hard to form an alliance, considering the power it will give 

them; what happens after is anyone’s guess.   

 

Coalitions are becoming more common as the two leading parties become less popular. 

 

 
(Source:  Adam Tooze) 

 

Although the exit of Merkel creates a power vacuum of sorts, we don’t see any other EU power 

that will be able to replace Germany.   

 

Meng goes home:  Huawei (002502, CNY, 6.64) CFO Meng Wanzhou was detained in Canada 

in 2019 on charges she and her company sold telecom equipment to Iran in violation of U.S. 

sanctions.  She was held under house arrest until this weekend when she flew home to China.  

Under terms of the plea deal, she admitted to assisting her company’s attempt to conceal the 

sales to Iran.  The other element of this affair was that Beijing arrested two Canadians and held 

https://www.washingtonpost.com/elections/election-results/world/germany-election-results/?utm_campaign=wp_todays_worldview&utm_medium=email&utm_source=newsletter&wpisrc=nl_todayworld&itid=hp-top-table-main&carta-url=https%3A%2F%2Fs2.washingtonpost.com%2Fcar-ln-tr%2F34ccd80%2F615141f59d2fda9d41e8f858%2F596b53f6ae7e8a44e7d597a3%2F13%2F73%2F615141f59d2fda9d41e8f858
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https://www.bundeswahlleiter.de/info/presse/mitteilungen/bundestagswahl-2021/50_21_vorlaeufiges-ergebnis.html?utm_source=POLITICO.EU&utm_campaign=de850fbb6e-EMAIL_CAMPAIGN_2021_09_27_05_14&utm_medium=email&utm_term=0_10959edeb5-de850fbb6e-190334489
https://www.bundeswahlleiter.de/info/presse/mitteilungen/bundestagswahl-2021/50_21_vorlaeufiges-ergebnis.html?utm_source=POLITICO.EU&utm_campaign=de850fbb6e-EMAIL_CAMPAIGN_2021_09_27_05_14&utm_medium=email&utm_term=0_10959edeb5-de850fbb6e-190334489
https://www.bundeswahlleiter.de/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.bundeswahlleiter.de/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.politico.eu/article/election-germany-results-limbo/
https://www.politico.eu/article/election-germany-results-limbo/
https://www.nytimes.com/live/2021/09/26/world/german-elections/after-the-vote-comes-the-quest-for-a-coalition
https://www.nytimes.com/live/2021/09/26/world/german-elections/after-the-vote-comes-the-quest-for-a-coalition
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https://www.politico.eu/article/germany-election-2021-9-takeaways-after-merkel/?utm_source=POLITICO.EU&utm_campaign=de850fbb6e-EMAIL_CAMPAIGN_2021_09_27_05_14&utm_medium=email&utm_term=0_10959edeb5-de850fbb6e-190334489
https://www.ft.com/content/51c74352-f909-11e8-af46-2022a0b02a6c?emailId=61516e1caf57da000459c9ab&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/95a3148b-3bfa-4d52-af4f-6ec9156af4fd?emailId=61516e1caf57da000459c9ab&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/95a3148b-3bfa-4d52-af4f-6ec9156af4fd?emailId=61516e1caf57da000459c9ab&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.washingtonpost.com/national-security/huawei-meng-wanzhou-plea-deal/2021/09/24/6068d9f4-1d49-11ec-bcb8-0cb135811007_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%2F34ccd8f%2F615141f59d2fda9d41e8f858%2F596b53f6ae7e8a44e7d597a3%2F39%2F73%2F615141f59d2fda9d41e8f858
https://www.washingtonpost.com/national-security/huawei-meng-wanzhou-plea-deal/2021/09/24/6068d9f4-1d49-11ec-bcb8-0cb135811007_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%2F34ccd8f%2F615141f59d2fda9d41e8f858%2F596b53f6ae7e8a44e7d597a3%2F39%2F73%2F615141f59d2fda9d41e8f858
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them in conditions far harsher than Meng’s palatial estate in British Colombia.  Meng’s plea deal 

was also a prisoner swap; China freed the two detained Canadians.  It appears the arrest of the 

Canadians was with the intent to swap for Meng.  We suspect this sort of thing will become more 

common in China and should be taken as a warning to ex-pats living there.   

 

Evergrande:  The slow-motion collapse of Evergrande continued over the weekend.  Last week, 

the company failed to make debt payments, and it is now in the 30-day grace period before there 

is an official default.  Cities are starting to take the lead in managing the breakup of the 

company.  City governments have reportedly seized presales to prevent the company from using 

the funds which should be escrowed.  Although this move makes sense, it will deprive the 

company of funds.  The electric vehicle unit is warning that it is running out of cash.  

Meanwhile, Beijing continues to manage the default by a strong security presence and control of 

social media.   

 

Although there have been obvious analogs to LTCM and Lehman, a better analog may be Japan 

in the early 1990s.  When Japanese regulators allowed banks to fail, it ended the expectation that 

default wasn’t possible.  China fears repeating Japan’s experience of the 1990s with good reason; 

excessive debt led to years to near-zero economic growth.   

 

Cryptocurrencies:  On Friday, China announced a complete ban on the use of cryptocurrencies.  

We suspect there are two reasons behind the ban.  First, China is speedily moving to issue its 

own CBDC and likely doesn’t want alternative crypto as competition.  Second, and likely the 

reason Beijing acted now, bitcoin and other cryptocurrencies can facilitate capital flight.  The 

Evergrande situation will almost certainly lead to arrests, perhaps of corrupt officials, and 

Beijing likely wants to prevent anyone under threat from moving their assets out of China so 

those assets can be seized.  The next step will probably be attempting to corral offshore 

exchanges.   

 

In the U.S., stablecoins are the focus of regulators.  The fear is that these funds are runnable, and 

given that crypto has infiltrated into other financial assets, a crisis emanating from stablecoins 

could spread.  The Treasury and SEC are moving rapidly to regulate this space, but so far, we 

haven’t seen a move to follow China.   

 

And finally, a couple of other notes—bitcoin, which uses lots of electricity in its clearing 

process, has come under criticism from environmentalists.  There are reports that miners are 

teaming up with nuclear power operators with excess capacity.  There are emerging market 

economies with primitive financial systems that are adopting bitcoin as a national currency.  In 

some respects, this is not unlike a foreign nation setting up a currency board and using a foreign 

currency as the basis of its monetary system.  The drawback with using bitcoin is that it is 

naturally deflationary and may make managing the economy a challenge.   

 

U.K. supply crisis:  A combination of Brexit restrictions on trade and the movement of labor, 

coupled with supply chain disruptions triggered by the pandemic, have left the U.K. looking like 

the 1970s, with lines at gasoline stations and empty supermarket shelves.  The transportation 

minister, Grant Shapps, has exacerbated the obvious political fallout from this evolving crisis, 

blaming trucking firms for creating the situation.  However, the real problem is a lack of truck 

https://www.wsj.com/articles/in-a-troubled-u-s-china-relationship-moments-of-pragmatism-11632677172?st=w920muixrtsbfsl&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/in-a-troubled-u-s-china-relationship-moments-of-pragmatism-11632677172?st=w920muixrtsbfsl&reflink=desktopwebshare_permalink
https://www.ft.com/content/8d6cabf1-2683-45e1-a67f-19dd531b305d
https://www.nytimes.com/2021/09/25/world/asia/meng-wanzhou-china.html?smid=url-share
https://www.nytimes.com/2021/09/25/world/asia/meng-wanzhou-china.html?smid=url-share
https://www.ft.com/content/3dd50c7a-3066-4320-9866-f763cdba9758?emailId=61516e1caf57da000459c9ab&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/3dd50c7a-3066-4320-9866-f763cdba9758?emailId=61516e1caf57da000459c9ab&segmentId=2785c52b-1c00-edaa-29be-7452cf90b5a2
https://www.ft.com/content/a5fcc1f4-617f-415e-aff5-6182c8d07379?emailId=614bf6b50fef09000423134c&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/china-evergrandes-electric-vehicle-business-warns-of-cash-squeeze-11632547657?st=684inxasfan25hr&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/09/26/business/china-evergrande-crisis.html?smid=url-share
https://www.nytimes.com/2021/09/26/business/china-evergrande-crisis.html?smid=url-share
https://www.ft.com/content/182a65c8-607c-40a6-9c3f-0cce0e52b8dc?emailId=614d51d50839780004729dbd&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/182a65c8-607c-40a6-9c3f-0cce0e52b8dc?emailId=614d51d50839780004729dbd&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/evergrandes-struggles-reflect-chinas-efforts-to-rein-in-multiyear-debt-boom-11632319200?st=66mu3lsyg3j4g8b&reflink=desktopwebshare_permalink
https://www.axios.com/china-cryptocurrency-bitcoin-web3-a7d9cf80-0955-40e9-94b1-ae43f5dce9f0.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/china-cryptocurrency-transaction-mining-ban-cc9db4ff-3df3-44b4-bcfa-48909f6b75d2.html
https://www.wsj.com/articles/china-declares-bitcoin-and-other-cryptocurrency-transactions-illegal-11632479288?st=xavlzuzoimr8j0p&reflink=desktopwebshare_permalink
https://www.axios.com/china-cryptocurrency-bitcoin-web3-a7d9cf80-0955-40e9-94b1-ae43f5dce9f0.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.ft.com/content/31f7edf7-8e05-46e1-8b13-061532f8db5f?emailId=614daf809739300004c3dfef&segmentId=3d08be62-315f-7330-5bbd-af33dc531acb
https://finance.yahoo.com/news/worried-about-losing-control-over-money-tinker-with-crypto-digital-currencies-110054168.html?.tsrc=FMB
https://www.nytimes.com/2021/09/24/business/china-hna-evergrande.html?smid=url-share
https://www.ft.com/content/36deb0dd-a5f7-4dec-9a72-efd7a25dfac2
https://www.ft.com/content/36deb0dd-a5f7-4dec-9a72-efd7a25dfac2
https://www.wsj.com/articles/stablecoins-in-spotlight-as-u-s-begins-to-lay-ground-for-rules-on-cryptocurrencies-11632562202?st=tfthi6oftze0yve&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/crypto-funds-trade-in-coins-that-are-under-sec-scrutiny-11632481200?st=cedsacwm3mr1cbv&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/09/23/us/politics/cryptocurrency-regulators-rules.html?smid=url-share
https://www.wsj.com/articles/bitcoin-miners-eye-nuclear-power-as-environmental-criticism-mounts-11632654002?st=5rmovafn3naauuo&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/bitcoin-miners-eye-nuclear-power-as-environmental-criticism-mounts-11632654002?st=5rmovafn3naauuo&reflink=desktopwebshare_permalink
https://www.ft.com/content/a5fcc1f4-617f-415e-aff5-6182c8d07379?emailId=614bf6b50fef09000423134c&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/a5fcc1f4-617f-415e-aff5-6182c8d07379?emailId=614bf6b50fef09000423134c&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.bbc.com/news/business-58699444?utm_source=POLITICO.EU&utm_campaign=de850fbb6e-EMAIL_CAMPAIGN_2021_09_27_05_14&utm_medium=email&utm_term=0_10959edeb5-de850fbb6e-190334489
https://www.independent.co.uk/news/uk/politics/grant-shapps-fuel-crisis-drivers-b1927265.html?utm_term=Autofeed&utm_medium=Social&utm_content=Echobox&utm_source=Facebook&utm_source=POLITICO.EU&utm_campaign=de850fbb6e-EMAIL_CAMPAIGN_2021_09_27_05_14&utm_medium=email&utm_term=0_10959edeb5-de850fbb6e-190334489#Echobox=1632670929
https://www.nytimes.com/live/2021/09/26/world/covid-delta-variant-vaccine/uk-offers-thousands-of-visas-to-foreign-truckers-to-ease-driver-shortage
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drivers who returned to Europe after Brexit and have not been replaced by locals.  PM Johnson 

will issue short-term visas to try to attract those drivers back.  Albeit, after leaving, that might 

not be enough.  As gas lines form, Johnson is also planning to use the military to haul fuel to gas 

stations.  Panic buying (something we saw in the U.S. in the 1970s and recently during the 

Colonial Pipeline crisis) is exacerbating the problem.  Although Johnson remains secure, these 

types of events can consume political capital, undermining the government’s ability to do other 

policies.   

 

Budget, infrastructure, and the debt ceiling—oh my!  First, the infrastructure bill is expected to 

come to the House floor by Thursday before the budget bill.  This action crosses a red line for 

progressives, who said they won’t vote for it before the budget, fearing that if the infrastructure 

bill passes, moderates will pare back the budget.  This is a legitimate concern, but it may not 

matter.  As all this drama occurs, the Treasury is facing a debt ceiling crisis and is considering 

several emergency measures, including a government shutdown and various actions to swap 

debt.  So far, financial markets are taking the news rather well.  Perhaps they view the situation 

as one described by the 1980s group Adam Ant.  In the end, the Democrats will likely have to 

put the debt ceiling in the reconciliation process and give the GOP election talking points.  

Although we expect this “crisis” will be over by Halloween, with the infrastructure bill passed, a 

much smaller budget ($2.0 trillion), and a new debt ceiling, the uncertainty could trigger some 

market volatility. 

 

About bonds:  Last week, we reported the SEC was considering changing the disclosure rules 

for corporate debt, which may have led brokers to stop placing bids/offers.  Mercifully, the SEC 

has postponed the action and may end it altogether.   

 

China news:  The IMF head is in trouble.   

• An investigation at the World Bank found that the current IMF head, Kristalina 

Georgieva, pressured the body to boost China’s ranking in the Doing Business Report.  

She has denied the reports but is coming under scrutiny for the World Bank’s findings. 

China has been trying to increase its presence in international organizations and may 

have used Georgieva for this purpose.   

• CNOOC (883, HKD, 8.48) is preparing for U.S. delisting by a large domestic stock 

issuance.   

• Commerce Dept head Raimondo called for strengthening U.S./China business ties.  

Although this is a clear exposition of the establishment’s view of China, we see it as out 

of step.   

International roundup:  Washington and the EU talk trade.   

• The U.S. and EU trade negotiators are meeting in Pittsburgh this week.   

• Germany wasn’t the only election over the weekend.  Iceland held them as well, and the 

ruling coalition won.   

Economics and policy:  Supply chain woes continue. 

• A cascade of problems, from the lack of workers, too many empty shipping containers, 

and logistical snarls, are all leading to continued supply chain problems.  The longer this 

https://www.nytimes.com/live/2021/09/26/world/covid-delta-variant-vaccine/uk-offers-thousands-of-visas-to-foreign-truckers-to-ease-driver-shortage
https://www.politico.eu/article/uk-short-term-visa-help-shortage-trucks-food-industry-brexit/?utm_source=POLITICO.EU&utm_campaign=de850fbb6e-EMAIL_CAMPAIGN_2021_09_27_05_14&utm_medium=email&utm_term=0_10959edeb5-de850fbb6e-190334489
https://www.washingtonpost.com/world/europe/britain-truck-driver-shortage-visa-/2021/09/26/f34d2a5e-1e16-11ec-bea8-308ea134594f_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%2F34ccd91%2F615141f59d2fda9d41e8f858%2F596b53f6ae7e8a44e7d597a3%2F41%2F73%2F615141f59d2fda9d41e8f858
https://www.ft.com/content/7e79e4a8-7a1e-4b2c-8f81-cbf4e9969e28?emailId=61514283a75d570004a37690&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://finance.yahoo.com/news/china-power-crunch-spreads-shutting-084055322.html?.tsrc=FMB
https://www.wsj.com/articles/congress-heads-into-tumultuous-week-pressured-by-converging-deadlines-11632657601?st=n7s23kc6h4h1miw&reflink=desktopwebshare_permalink
https://www.politico.com/minutes/congress/09-21-2021/hoyer-infra-vote-next-week/
https://www.wsj.com/articles/as-budget-bill-talks-intensify-here-are-the-five-biggest-issues-dividing-democrats-11632567600?st=w2wmyihylnkawh1&reflink=desktopwebshare_permalink
https://www.politico.com/news/2021/09/27/democrats-reject-grueling-debt-limit-514256?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.politico.com/news/2021/09/27/democrats-reject-grueling-debt-limit-514256?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
https://www.wsj.com/articles/debt-limit-standoff-could-force-fed-to-revisit-emergency-playbook-11632661200?st=8nh3fa7y5ect80f&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/debt-limit-standoff-could-force-fed-to-revisit-emergency-playbook-11632661200?st=8nh3fa7y5ect80f&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/09/26/business/economy/america-debt-limit-political-game.html?smid=url-share
https://www.youtube.com/watch?v=iVWWtqa9-7M
https://www.ft.com/content/56e3224c-3767-4a02-b648-c5bee1a70bb0
https://www.sec.gov/files/rule-15c2-11-fixed-income-securities-092421.pdf
https://www.sec.gov/files/rule-15c2-11-fixed-income-securities-092421.pdf
https://www.bloomberg.com/news/articles/2021-09-26/sec-punts-on-unreasonable-rule-that-surprised-bond-traders?srnd=premium&sref=p6AmiyaF
https://www.ft.com/content/029b75dc-86a0-4ebb-956b-a3135b6c510d
https://www.ft.com/content/291e126d-fbb4-4ea2-8c0c-b35fbe39d9e3
https://www.ft.com/content/df275239-d9ad-4618-88fb-48211887b3be
https://www.wsj.com/articles/chinas-cnooc-plans-big-share-sale-at-home-as-u-s-delisting-looms-11632722451?st=hof6fatfwgtjjya&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/commerce-secretary-gina-raimondo-aims-to-strengthen-business-ties-with-china-11632475802?st=zp9qmo5fj7rtg0j&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-eu-trade-summit-in-pittsburgh-aims-to-deepen-economic-ties-11632664802?st=x7okpq277xt2xy1&reflink=desktopwebshare_permalink
https://www.politico.eu/article/iceland-ruling-coalition-holds-majority-election/?utm_source=POLITICO.EU&utm_campaign=de850fbb6e-EMAIL_CAMPAIGN_2021_09_27_05_14&utm_medium=email&utm_term=0_10959edeb5-de850fbb6e-190334489
https://www.wsj.com/articles/cargo-delays-are-getting-worse-but-california-ports-still-rest-on-weekends-11632648602?st=9x6a99k4196ffy9&reflink=desktopwebshare_permalink
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goes on, the longer inflation remains elevated.  We are seeing firms aggressively bid for 

labor. 

• High crop prices are boosting the farm economy. 

COVID-19:  The number of reported cases is 231,913,317, with 4,749,880 fatalities.  In the 

U.S., there are 42,932,211 confirmed cases with 688,041 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 471,814,235 doses of the vaccine 

have been distributed with 390,114,328 doses injected.  The number receiving at least one dose 

is 213,456,787, while the number receiving second doses, which would grant the highest level of 

immunity, is 183,670,870.  For the population older than 18, 66.6% have been vaccinated.  The 

FT has a page on global vaccine distribution.   

• Although we will probably never know for certain the origin of COVID-19, the continued 

drip of reports from bio labs raises fears about the nature of the research being conducted.   

• Vaccine distribution continues to lag in the developing world.   

• Given that none of the vaccines give sterilizing immunity (that means, once vaccinated or 

infected, you don’t get the disease again), treatments for COVID-19 remain critical.  

There are reports of great progress on anti-virals, which will be critical in managing the 

ongoing endemic.   

• On the social side of the pandemic, life expectancy took a dip last year, unusual outside 

of war.  Women especially are reporting career adjustments in the post-pandemic world.   

 

U.S. Economic Releases  
 

In August, durable goods orders rose above expectations due to a jump in transportation orders.  

Durable goods orders rose 1.8% from the prior month compared to expectations of 0.6%. 

Excluding transportation, durable goods orders rose 0.2% from the prior month compared to 

expectations of 0.5%.  Capital goods orders for nondefense excluding air rose 0.5% from the 

previous month compared to expectations of 0.4%.  Meanwhile, capital goods shipments rose 

0.6% from the prior month compared to expectations of 0.5%.  

 

https://www.wsj.com/articles/logistics-operators-raise-pay-enlist-robots-to-meet-holiday-demand-11632657600?st=3k1arbnj1kknk2g&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/logistics-operators-raise-pay-enlist-robots-to-meet-holiday-demand-11632657600?st=3k1arbnj1kknk2g&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-farm-belt-revival-prompts-mad-dash-for-dirt-and-iron-11632657604?st=z1iirzcmgxs9j00&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/09/26/world/covid-delta-variant-vaccine?campaign_id=51&emc=edit_mbe_20210927&index=0&instance_id=41403&label=coronavirus+updates&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=69994&te=1&type=styln-live-updates&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://theintercept.com/2021/09/23/coronavirus-research-grant-darpa/?utm_medium=email&utm_source=The%20Intercept%20Newsletter
https://theintercept.com/2021/09/23/coronavirus-research-grant-darpa/?utm_medium=email&utm_source=The%20Intercept%20Newsletter
https://www.wsj.com/articles/covid-19-vaccine-gap-between-rich-and-poor-nations-keeps-widening-11632578312?st=71g3zor342g9d4g&reflink=desktopwebshare_permalink
https://khn.org/news/article/oral-antiviral-covid-treatment-on-horizon/?utm_campaign=KHN:%20First%20Edition&utm_medium=email&_hsmi=163106313&_hsenc=p2ANqtz--gmHCNlf7TUOWcV1ihz4MNTMyGH7W5ZIScQj_UGG97KEiOT2c-ilcYGZnS-3z2klANlk1RMrd1ZG-bZQYUgfRs6jbiFw&utm_content=163106313&utm_source=hs_email&stream=top
https://www.ft.com/content/48cf11f5-9588-4487-b262-f6f26e901ec2?emailId=61514283a75d570004a37690&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/48cf11f5-9588-4487-b262-f6f26e901ec2?emailId=61514283a75d570004a37690&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/314a387b-4024-4855-9aad-d3d448dbc182?emailId=61514283a75d570004a37690&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/womens-careers-covid-19-toll-11632506362?st=ow40uuo1a5d1kty&reflink=desktopwebshare_permalink
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The chart above shows the annual increase in durable goods orders and shipments.  Durable 

goods orders rose 9.35% from the prior year, while new orders rose 18.12%. 

 

The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 
 

EDT Indicator Expected Prior Rating

10:30 Dallas Fed Manufacturing Activity m/m Sep 11.0 9.0 *

EST Speaker or event

8:00 Charles Evans Speaks at Annual NABE Conference

9:00 John Williams Makes Opening on conference on Culture President of the Federal Reserve Bank of New York

12:00 John Williams Discusses Economic Outlook President of the Federal Reserve Bank of New York

12:50 Lael Brainard Discusses Economic Outlook at NABE Conference

District or position

Members of the Board of Governors

Economic Releases

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 

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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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan PPI Services y/y Aug 1.0% 1.1% 1.2% ** Equity and bond neutral

Leading Index CI m/m Jul 104.1 104.1 ** Equity and bond neutral

Coincident Index m/m Jul 94.4 94.5 ** Equity and bond neutral

EUROPE

Eurozone M3 Money Supply y/y Aug 7.9% 7.6% 7.7% ** Equity and bond neutral

Switzerland Domestic Sight Deposits CHF w/w 24-Sep 636.0b 636.0b * Equity and bond neutral

Total Sight Deposits CHF w/w 24-Sep 714.5b 714.7b * Equity and bond neutral

AMERICAS

Brazil FIPE CPI - Weekly w/w 22-Sep 1.2% 1.2% 1.2% ** Equity and bond neutral  
 

 

 

Financial Markets 
 

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

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

a certain move merits further explanation. 
 

Fixed Income Today Prior Change Trend

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

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

TED spread (bps) 10 10 0 Neutral

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

10-yr T-note (%) 1.42 1.43 -0.01 Down

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

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

Currencies Direction

dollar Up Neutral

euro Down Up

yen Down Neutral

pound Down Neutral

franc Flat 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 $75.39 $74.36 1.39%

WTI $71.62 $70.49 1.60%  

Natural Gas $4.85 $4.81 0.89%  

Crack Spread $17.53 $18.91 -7.29%

12-mo strip crack $19.09 $19.34 -1.31%

Ethanol rack $2.58 $2.59 -0.41%

Gold $1,749.27 $1,750.42 -0.07%

Silver $22.51 $22.42 0.38%

Copper contract $429.10 $428.55 0.13%

Corn contract $526.00 $526.75 -0.14%

Wheat contract $725.25 $723.75 0.21%

Soybeans contract $1,288.25 $1,285.00 0.25%

Baltic Dry Freight 4,644            4,651            -7

Shipping

Energy Markets

Metals

Grains

 
 

 

Weather 
 

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

Southwest, the Great Plains, and the Northeast, with cooler-than-normal temperatures 

concentrated in the Deep South.  The forecast calls for dry conditions throughout the Rocky 

Mountains and the Great Plains, with wet conditions in the Northeast. 

 

There are currently three cyclonic disturbances in the Atlantic region.  Hurricane Sam is now off 

the coast of South America and moving westward toward the Caribbean Islands.  There are also 

disturbances near Bermuda and in the North Atlantic, but they have only a limited probability of 

developing into cyclones during 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 9/24/2021 close) 

 

  

0.0% 20.0% 40.0% 60.0%

Utilities
Consumer Staples

Materials
Industrials

Consumer Discretionary
Healthcare

S&P 500
Technology

Communication Services
Real Estate

Financials
Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0%

Real Estate

Healthcare

Materials

Utilities

Consumer Staples

Technology

S&P 500

Industrials

Consumer Discretionary

Financials

Energy

Communication Services

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 9/24/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Emerging Markets (local currency)

Emerging Markets ($)

Cash

US High Yield

Foreign Developed ($)

Small Cap

Value

Mid Cap

Foreign Developed (local currency)

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 

 

September 23, 2021 
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Sources:  Robert Shiller, Haver Analytics, I/B/E/S, CIM

P/E as of 9/22/2021 = 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. 


