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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 30, 2021—9:30 AM EDT] Global equity markets are generally higher this 

morning.  In Europe, the EuroStoxx 50 is currently up 0.2% from its prior close.  In Asia, the 

MSCI Asia Apex 50 closed down 0.5%.  Chinese markets were higher, with the Shanghai 

Composite up 0.9% from its prior close and the Shenzhen Composite up 2.0%.  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 (9/27/2021): “Afghanistan, Part III: Russia and Central Asia” 

• Weekly Energy Update (9/30/2021):  Oil inventories unexpectedly rose last week, and 

the energy crisis in Europe is worsening.   

• 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 as we bid farewell to Q3.  Although there is plenty to worry about, equities 

continue to move up on that wall of worry.  Our coverage begins with a recap of legislation and 

other concerns in Washington; today could be quite active.  We follow that with a report on 

tensions between Serbia and Kosovo.  Our regular coverage begins with China news.  Economics 

and policy are up next, and we close with the international roundup and pandemic news.   

 

Washington update:  A series of converging deadlines are occurring as we head into October.  

Let’s recap to see where we are: 

• Bipartisan infrastructure package—Speaker Pelosi has set a vote for today on the bill.  

The current reading is that it is not at all clear that the Speaker has the votes.  Sometimes, 

a Congressional leader will bring a bill to a vote knowing full well it will fail.  The failure 

can be used as a tool to bring the measure later, but the risk is that it may never get 

another chance.  Democratic moderates have pressed the leadership for a vote, even 

without tying it to the broader $3.5 trillion reconciliation package.  Until this week, the 

leadership indicated both had to occur at the same time.  Pelosi’s reputation is that she 

doesn’t bring bills to the floor if she doesn’t have the votes.  However, if she delays a 
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vote, it increases the likelihood that the moderates won’t support the reconciliation 

package.  At the same time, Democratic progressives fear that if they support the 

infrastructure package, the moderates will then kill the reconciliation bill, leaving them 

with little of their legislative goals.  Thus, they are threatening to vote down the measure.  

Complicating the issue is that this bill does have some support from the GOP, and that 

party might provide enough votes to offset the progressives.  Overall, if the vote is held 

today, it very well may not pass.   

• Reconciliation bill—it has become something of a foregone conclusion that the $3.5 

trillion spending number is too high, but two key senators, Manchin (D-WV) and Sinema 

(D-AZ), have refused to indicate the number they will accept.  In fact, the former released 

a statement suggesting that he won’t support most of the bill.   

• Debt ceiling—this issue remains unresolved.  Although the Democrats can lift the ceiling 

unilaterally, doing so becomes a campaign issue in what is looking increasingly like a 

midterm meltdown for Democrats.  A measure has passed the House to extend the 

suspension of the ceiling into 2022, but the Senate won’t approve that measure.  We 

expect the Democrats in the Senate to blink on this one, but it could go to the 11th hour. 

• Government funding—although a government shutdown remains a possibility, we expect 

a short-term funding extension to pass today.   

• The Fed—as we noted yesterday, Senator Warren (D-MA) publicly indicated she won’t 

support Chair Powell’s renomination.  We still think odds favor his reappointment, but 

the decision markets are signaling a rising degree of uncertainty.  The betting odds 

dipped to 60% from 85% this week, although they have recovered to 75% this morning.  

We believe Powell will remain, but progressives will push to put doves (and regulatory 

hawks) in the remaining open governor positions and will push Quarles out as well.   

All this turmoil has consumed the president’s political capital.  He is facing criticism for his 

management of the process and is accused of not being as aggressive in building support as he 

needed to be.  The Congressional leadership has also become frayed in the process.  But, 

ultimately, this may be more about trying to push through expansive legislation with a razor-thin 

majority.  Everything had to go well; there was no margin for error.  We suspect history will 

argue that the distraction of Afghanistan severely weakened the odds of getting all this done. 

 

Serbia and Kosovo:  Tensions between Kosovo and Serbia are heating up again after a few 

years of relative quiet.  As background, Kosovo became independent of Serbia in 2008 but has 

never been recognized by the Serbian government.  The quarrel is ostensibly regarding rules in 

Kosovo requiring vehicles with Serbian license plates to swap them for Kosovo ones.  This is 

similar to rules for Kosovo drivers who travel to Serbia, but Serbia is angry about the rule.  There 

is a large Serb minority in Kosovo, and there have been incidents of civil unrest.  NATO is 

monitoring the situation, and the EU is calling for calm.  There are reports that Serbian tanks 

have moved toward the border.  There have also been air incursions.  Additional reports indicate  

Serbia is moving troops to the border as well.   

 

We will continue to monitor the situation.  If an armed conflict develops, it isn’t clear to us 

whether the U.S. would intervene.  And, if Washington doesn’t act, we doubt the Europeans will 
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come to the aid of Kosovo.  Russia is a longtime ally of Serbia and would likely use a potential 

conflict to support its interest. 

 

China news:  PMI’s dip and population policy swings. 

• China’s official manufacturing PMI data fell to 49.1 for September, dipping under the 50-

expansion line, suggesting that the sector is in contraction.  The private Caixin survey 

reversed that signal, moving from 49.2 in August to 50.0 in September.  It is notable that 

both surveys were taken before the recent power interruptions, which would suggest that 

October could signal a full-blown pullback.  In the official survey, export orders fell to a 

15-month low.   

• The Chinese firm SenseTime, a privately held AI firm, has apparently been able to avoid 

U.S. sanctions.  The company was accused of participating in the suppression of Uighurs.   

• Evergrande (EGRNF, USD, 0.44) was able to sell an ownership interest to a state-owned 

enterprise for $1.5 billion in a bid to improve its cash position.  We think this might be 

the ultimate resolution of this saga.  SOEs will pick up the distressed assets of the 

company, and this is how the debt will be socialized.  The company has missed another 

offshore bond payment.   

• Estimates are suggesting that China’s local government debt may be up to 50% of GDP.   

• LinkedIn is blocking U.S. journalist profiles in China.   

• China’s population policy is undergoing rapid changes.  After years of squelching births, 

General Secretary Xi is rapidly moving to increase birth rates, clearly spooked by a 

rapidly aging nation with a falling population.  It is worth noting that since the 

Communists took power, population policy, especially regarding reproductive policy, has 

taken massive swings.  Mao supported larger families in the early 1960s, only to reverse 

the policy soon after as the population surged.  Over time, the policy became even 

stricter, limiting families to one child.  Policymakers engaged in draconian measures to 

restrict births, forcing abortions on mothers.  Now, the Xi regime is flipping the other 

direction in short order, allowing up to three children per family.  Authorities are now 

restricting abortion and are trying to prevent divorce.  This rapid policy shift is leading to 

unintended consequences.  For example, employers used to be fairly certain that if they 

hired a mother, there was a low likelihood that she would be out on a future maternity 

leave.  That is no longer the case, and women are facing employment discrimination.  

These sorts of social policies are extremely sensitive; the dissension in the U.S. over 

reproductive issues is an example.  China’s heavy-handed approach to this issue will 

complicate its recent turmoil. 

Economics and policy:  Supply chain woes continue. 

• Central bankers around the world are lamenting supply chain problems and now admit 

that “transitory” means “long time.”  The problem is that there is little evidence that 

supply chain issues are improving.  Border controls, part of the pandemic response, and 

logistical snarls are exacerbating the problem.  We are hearing increasing calls that 

holiday shopping could be very difficult…and inflationary.   
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• We are watching with great interest as companies try to ramp up hiring.  The mystery 

remains, “where are the workers?”  We view this issue as having multiple causal factors. 

One factor may be that for the past four decades, workers across the West bore the cost of 

adjustment to globalization and deregulation.  Working conditions continually 

deteriorated, especially for lower skilled, lower educated workers.  Now they are 

rebelling.  Flush with pandemic cash and with older workers opting for retirement, firms 

are facing a shortage of labor and must decide how to attract workers.  In the end, it 

appears to us that higher wages are unavoidable.   

• Dollar Tree (DTLR, USD, 100.51) is raising price points above a dollar.   

• The U.S. and EU are working together to alleviate the semiconductor shortage.   

• Senator Lummis (R-WY) says stablecoins should be fully back with cash and 

equivalents. 

• Plant meat substitutes may become more expensive as the price for a key ingredient—

peas—soars.   

• In Mexico, builders are experimenting with 3-D printing for affordable housing.   

• Although regional FRB boards select presidents, the Boston Fed, who will need to 

replace the resigning Eric Rosengren, says it is “open” to calls for diversity.   

International roundup:  Washington and the EU talk trade.   

• U.K. polls suggest Brexit isn’t going well; we note the GBP fell hard yesterday.  The 

French government is threatening retaliation after the U.K. rejected most French fishing 

permits.   

• North Korea claims it has tested a hypersonic missile.   

COVID-19:  The number of reported cases is 233,356,026, with 4,776,055 fatalities.  In the 

U.S., there are 43,350,990 confirmed cases with 695,123 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 473,954,085 doses of the vaccine 

have been distributed with 391,992,662 doses injected.  The number receiving at least one dose 

is 214,043,376, while the number receiving second doses, which would grant the highest level of 

immunity, is 184,335,263.  For the population older than 18, 66.8% have been vaccinated.  The 

FT has a page on global vaccine distribution.  The new Axios map shows rising cases in the 

northern parts of the U.S., falling cases in the south. 

• The president’s trust in COVID-19 polling has taken a dive recently.  Pollsters suggest 

that the lack of a timeline for the end of pandemic measures has undermined trust.  The 

slide isn’t partisan; declines were reported among Democrats, Republicans, and 

independents.  This polling may reflect that Americans are experiencing pandemic 

fatigue.   

• Company mandates for vaccines are running headlong into tight labor markets.  United 

Airlines (UAL, USD, 48.71) is starting to fire unvaccinated workers.  It is unclear how it 

will fill these openings.  Meanwhile, oil firms facing mandates are worried they will be 

losing workers.  It is possible the mandates may become unenforceable or may 

exacerbate worker shortages.   

https://www.wsj.com/articles/walmart-seeks-to-hire-150-000-workers-as-holidays-approach-11632929488?st=40sfswzs75q5sni&reflink=desktopwebshare_permalink
https://www.ft.com/content/76e557d5-e792-4b73-8bb0-7e1f647e39fa?emailId=6154eef8d8185d000481764b&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://www.nytimes.com/2021/09/29/business/gas-shortages-britain-truck-drivers.html?smid=url-share
https://www.nytimes.com/2021/09/29/business/gas-shortages-britain-truck-drivers.html?smid=url-share
https://www.wsj.com/articles/dollar-tree-to-sell-more-items-above-1-as-costs-rise-11632918816?st=wgpcpyr0wsancem&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-europe-join-forces-to-address-chip-shortage-tech-issues-11632945611?st=9i7riyiwo85vvqo&reflink=desktopwebshare_permalink
https://seekingalpha.com/news/3745863-senator-cynthia-lummis-stablecoins-must-be-100-backed-by-cash-bloomberg?utm_source=feed_news_news_metered&utm_medium=referral
https://seekingalpha.com/news/3745863-senator-cynthia-lummis-stablecoins-must-be-100-backed-by-cash-bloomberg?utm_source=feed_news_news_metered&utm_medium=referral
https://www.ft.com/content/689fe9b6-3b1f-4a19-b917-0546def68371
https://www.nytimes.com/2021/09/28/business/3D-printing-homes.html?smid=url-share
https://www.reuters.com/business/search-new-boston-fed-be-open-amid-calls-diversity-2021-09-28/
https://www.politico.eu/article/brexit-is-going-badly-say-brits-in-new-poll/?utm_source=POLITICO.EU&utm_campaign=c242a3d38a-EMAIL_CAMPAIGN_2021_09_30_05_05&utm_medium=email&utm_term=0_10959edeb5-c242a3d38a-190334489
https://www.politico.eu/article/france-threatens-uk-with-retaliation-over-fishing-permits/?utm_source=POLITICO.EU&utm_campaign=c242a3d38a-EMAIL_CAMPAIGN_2021_09_30_05_05&utm_medium=email&utm_term=0_10959edeb5-c242a3d38a-190334489
https://www.washingtonpost.com/world/2021/09/28/north-korea-hypersonic-missile-launch/?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%2F34d4fff%2F6155365b9d2fda9d41f0a965%2F596b53f6ae7e8a44e7d597a3%2F31%2F62%2F6155365b9d2fda9d41f0a965
https://www.nytimes.com/live/2021/09/29/world/covid-delta-variant-vaccines?campaign_id=51&emc=edit_mbe_20210930&instance_id=41670&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=70276&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://coronavirus.jhu.edu/map.html
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=swe&areasRegional=usny&areasRegional=usca&areasRegional=usfl&areasRegional=ustx&cumulative=0&logScale=1&perMillion=1&values=deaths
https://www.ft.com/content/272354f2-f970-4ae4-a8ae-848c4baf8f4a?emailId=5f2239a816a1ab0004486f8e&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-vaccine-tracker/?areas=gbr&areas=isr&areas=usa&areas=eue&cumulative=1&populationAdjusted=1
https://www.axios.com/covid-cases-infections-down-a8fef1a4-5215-4a91-9bdc-1874724e5698.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/axios-ipsos-fall-biden-trust-drops-covid-69b57014-9878-4d15-81ce-08fd37ceefae.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.nytimes.com/live/2021/09/29/world/covid-delta-variant-vaccines/united-airlines-begins-firing-unvaccinated-workers
https://www.wsj.com/articles/u-s-frackers-fear-vaccine-mandate-will-worsen-worker-crunch-11632994201?st=6v00y9yatbqn394&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-frackers-fear-vaccine-mandate-will-worsen-worker-crunch-11632994201?st=6v00y9yatbqn394&reflink=desktopwebshare_permalink
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• Supply chains in Asia are being adversely affected by the lack of vaccines.   

 

U.S. Economic Releases  

 

Application for unemployment benefits rose unexpectedly in the week ending September 25.  

Initial claims came in at 362K compared to expectations of 330K.  Continuing claims for the 

week ending September 18 came in at 2,802K compared to expectations of 2,790K.  
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The chart above shows the four-week moving average of initial claims. The moving average rose 

from 335.75K to 340.00K. 

 

The second revision to Q2 GDP showed a slight increase from the previous quarter.  In the 

second quarter, GDP expanded at an annualized pace of 6.7% from the prior quarter compared to 

the previous month’s reading of 6.6%.  Personal consumption expanded at an annualized pace of 

12.0%, up from the previous month’s reading of 11.9%.  The GDP Price Index expanded from 

the prior quarter at an annualized pace of 5.8%, while Core PCE expanded at an annualized pace 

of 6.5%. 

 

https://www.axios.com/vietnam-covid-vaccines-asia-apparel-nike-65762e5e-a49d-44fa-985f-623c58a613f5.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
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The chart above shows nominal GDP.  GDP currently sits at 22.741T. 

 
Q2 2021 Third Reading Q2 2021 Second Reading Difference

GDP 6.7% 6.6% 0.1%

Consumption 7.9% 7.8% 0.1%

Investment -0.7% -0.7% 0.0%

Inventories -1.3% -1.3% 0.0%

Net Exports -0.2% -0.2% 0.1%

Government -0.4% -0.3% 0.0%  
 

The table above shows the contribution. The improvement in consumption largely drove the 

upward revision. 

 

 
 

The chart above shows the table in graph form. 

 

The table below lists the economic releases and/or Fed events scheduled for the rest of the day. 
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EDT Indicator Expected Prior Rating

9:45 Langer Consumer Comfort w/w 26-Sep 56.3 ***

9:45 MNI Chicago PMI m/m Sep 65 66.8 **

EST Speaker or event

10:00 Jerome Powell and Janet Yellon Appear Before House Finance Panel Chairman of Board of Governors of Federal Reserve

10:00 John Williams Discusses the Fed Pandemic Response President of the Federal Reserve Bank of New York

11:00 Raphael Bostic Discusses Economic Mobility President of the Federal Reserve Bank of Atlanta

11:30 Patrick Harker Discusses Sustainable Assets and Financial Markets President of the Federal Reserve Bank of Philadelphia

12:30 Charles Evans Discusses Economic Outlook

13:05 James Bullard Makes Opening Remarks at Book Launch President of the Federal Reserve Bank of St. Louis

14:30 Mary Daly Speaks at Women and Leadership Event President of the Federal Reserve Bank of San Francisco

District or position

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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Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Non-manufacturing PMI m/m Sep 53.2 47.5 49.8 *** Equity bullish, bond bearish

Manufacturing PMI m/m Sep 49.6 50.1 50 ** Equity and bond neutral

Composite PMI m/m Sep 51.7 48.9 ** Equity bullish, bond bearish

BoP Current Account Balance q/q 2Q $53.3b $52.8b ** Equity and bond neutral

Japan Industrial Production m/m Aug P -3.2% -1.5% -0.5% ** Equity bearish, bond bullish

Retail Sales y/y Aug -3.2% 2.4% -1.0% ** Equity bearish, bond bullish

Housing Starts y/y Aug 7.5% 9.9% 9.5% ** Equity and bond neutral

Annualized Housing Starts m/m Aug 0.855m 0.926m 0.884m ** Equity and bond neutral

Australia Job vacancies m/m Aug -9.8% 23.4% ** Equity and bond neutral

Building Approvals m/m Aug 6.8% -8.6% -5.0% ** Equity and bond neutral

Private Sector Houses m/m Aug 3.5% -5.8% ** Equity bullish, bond bearish

Private Sector Credit m/m Aug 0.6% 0.7% 0.5% ** Equity and bond neutral

New Zealand Building Permits m/m Aug 3.8% 2.1% *** Equity bullish, bond bearish

ANZ Activity Outlook m/m Sep 18.2 18.2 *** Equity and bond neutral

ANZ Business Confidence m/m Sep -7.2 -6.8 ** Equity and bond neutral

EUROPE

Eurozone Unemployment Rate m/m Aug 7.5% 7.6% 7.5% *** Equity bearish, bond bullish

France PPI m/m Aug 10.0% 8.6% ** Equity and bond neutral

Consumer Spending y/y Aug -5.4% -4.6% -5.4% ** Equity and bond neutral

CPI EU Harmonized y/y Sep P 2.7% 2.4% 2.8% ** Equity and bond neutral

CPI y/y Sep P 2.1% 1.9% 2.2% ** Equity and bond neutral

Germany Unemployment Change (000's) m/m Sep -30.0k -53.0k -37.0k ** Equity and bond neutral

Unemployment Claims Rate SA m/m Sep 5.5% 5.5% 5.5% *** Equity and bond neutral

Italy Unemployment Rate m/m Aug 9.3% 9.3% 9.2% *** Equity and bond neutral

CPI EU Harmonized m/m Sep P 1.4% 0.3% 1.5% *** Equity and bond neutral

UK Nationwide House PX m/m Sep 0.1% 2.1% 0.6% ** Equity bearish, bond bullish

Current Account Balance q/q 2Q -8.6b -12.8b -15.7b *** Equity bearish, bond bullish

GDP y/y 2Q 23.6% 22.2% 22.2% *** Equity and bond neutral

Total Business Investment q/q 2Q 12.9% 9.7% 9.7% ** Equity and bond neutral

Switzerland KOF Leading Indicator m/m Sep 110.6 113.5 110 ** Equity and bond neutral

Foreign exchange transactions q/q 2Q 5438m 296m ** Equity and bond neutral

AMERICAS

Brazil FGV Inflation IGPM m/m Sep -0.6% 0.7% -0.5% *** Equity and bond neutral

PPI Manufacturing m/m Aug 1.9% 1.8% ** Equity and bond neutral

Net Debt % GDP m/m Aug 59.3% 60.3% 60.3% ** Equity and bond neutral

Formal Job Creation Total m/m Aug 372265 316580 300000 ** Equity and bond neutral

Federal Debt Total m/m Aug 5481b 5396b ** Equity and bond neutral

Canada Industrial Product Price m/m Aug -0.3% -0.4% -0.3% *** Equity and bond neutral

Raw Materials Price Index m/m Aug -2.4% 2.2% -1.5% ** 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. 
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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) 11 10 1 Neutral

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

10-yr T-note (%) 1.52 1.52 0.00 Down

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

EUR/USD 3-mo swap (bps) 16 17 -1 Down

Currencies Direction

dollar Down Neutral

euro Flat Up

yen Up Neutral

pound Up Neutral

franc Down Neutral  
 

Commodity Markets 
 

The commodity section below shows some of the commodity prices and their change from the 

prior trading day, with commentary on the cause of the change highlighted in the last column. 

 
 

Price Prior Change Explanation

Brent $78.77 $78.64 0.17%

WTI $75.05 $74.83 0.29%  

Natural Gas $5.59 $5.48 2.04%  

Crack Spread $18.75 $18.60 0.80%

12-mo strip crack $20.21 $20.15 0.30%

Ethanol rack $2.54 $2.54 -0.06%

Gold $1,730.51 $1,726.37 0.24%

Silver $21.65 $21.54 0.55%

Copper contract $416.60 $419.90 -0.79%

Corn contract $540.50 $539.00 0.28%

Wheat contract $714.00 $710.25 0.53%

Soybeans contract $1,283.50 $1,283.75 -0.02%

Baltic Dry Freight 5,197            4,962            235

Actual Expected Difference

Crude (mb) 4.6 -2.5 7.1

Gasoline (mb) 0.2 1.2 -1.0

Distillates (mb) 0.4 -1.1 1.5

Refinery run rates (%) 0.60% 0.50% 0.10%

Natural gas (bcf) 86.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

 

 

 

 



 

 

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

www.confluenceinvestment.com 

 10 

Weather 
 

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

most of the country, with cooler-than-normal temperatures concentrated in the Southwest and 

Pacific regions.  The forecast calls for dry conditions throughout the Mississippi Valley and New 

England region, with wet conditions along both coasts. 

 

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

toward the Northern Leeward Islands and the Greater Antilles.  There are two disturbances deep 

in the Atlantic. One disturbance has developed into Tropical Storm Victor, while the other isn’t 

expected to develop into a Tropical Storm within the next 48 hours. We are past the normal peak 

of hurricane activity, which occurred on September 10. 
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Data Section 
 

U.S. Equity Markets – (as of 9/29/2021 close) 
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(Source: Bloomberg) 
 

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

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

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

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

Asset Class Performance – (as of 9/29/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0%

US Government Bond

US Corporate Bond

Emerging Markets ($)

Emerging Markets (local currency)

Cash

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Value

Large Cap

Mid 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 30, 2021 
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P/E as of 9/29/2021 = 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. 


