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

In Europe, the EuroStoxx 50 is currently down 0.4% from its prior close.  In Asia, the MSCI 

Asia Apex 50 closed down 0.4%.  Chinese markets were higher, with the Shanghai Composite 

up 0.5% 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 (8/30/2021): “A Storm Before the Calm: A Review” 

• Weekly Energy Update (9/2/2021): Due to the Labor Day holiday, this report will be 

delayed until Friday. 

• 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 (9/3/2021) (no podcast episode this week): we look at profits 

relative to GDP and whether the surge in profits is sustainable 

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

Globalization” 

 

Good morning!  U.S. equity futures are under pressure again this morning as equity markets 

grapple with the ongoing pandemic, the uncertainty around the budget process, and the potential 

for a debt ceiling standoff.  The ECB and the Fed kick off our coverage.  Today’s ECB meeting 

showed no rate changes, but there is a modest slowing of asset purchases.  The Fed Beige Book 

was released; we comment on the report and other Fed issues.  Remarks on distributed finance 

follow. Our regular coverage begins with China news, as investors and analysts try to determine 

how much policy will change.  Economics and policy follow, with a look at the budget talks and 

the debt limit.  The international roundup is next, and we close with pandemic coverage. 

 

ECB:  For the most part, the ECB stays accommodative.  There were no changes in policy rates, 

as expected, but there will be a slowing of the Pandemic Emergency Purchase Program (PEPP) 

bond-buying.  It may not be an actual taper.  We could see the reduced buying in PEPP shifted to 

the overall buying program.  This change was mostly signaled, so market action has been 

modest.  By the way, the ECB also describes the rise in inflation as “transitory,” keeping in line 

with the Fed.  In the press conference, the tone was generally more dovish than the statement, 

leading to a weakening EUR and stronger European equities.   

 

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_8_30_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_sep_02_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Sept_3_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.wsj.com/articles/global-stock-markets-dow-update-09-09-2021-11631173050?st=9u5o1hv6afw1cm2&reflink=desktopwebshare_permalink
https://www.reuters.com/article/ecb-policy-decision-idUSS8N2MM03I
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Beige Book:  The keyword is “moderation” in the Beige Book.  This report, which is compiled 

by the regional FRBs, gives an insight into regional conditions.  In most districts, the common 

theme was that growth has slowed but remains positive; the weakness is driven by the ongoing 

pandemic and supply-side shortages, including both materials and labor.  These shortages are 

leading to inflation concerns.   

• Jim Bullard, president of the St. Louis FRB, is pressing forward with calls for tapering, 

despite last week’s lackluster labor market report.  He is arguing that the high level of 

labor demand will allow the Fed to start withdrawing stimulus.   

 
 

This chart shows the job openings from yesterday’s JOLTS report regarding the level of 

the unemployed.  In the 2001-07 expansion, this level was never achieved.  In the 2009-

20 cycle, this level wasn’t achieved until February 2018.  We crossed the lines in May, 

showing a rapid recovery.1   

• Democrats remain split over Chair Powell’s reappointment (the topic of tomorrow’s 

Asset Allocation Weekly) 

Crypto:  The SEC is investigating Coinbase Global (COIN, USD, 258.20) over its lending 

program using crypto assets as collateral.  This prompted the CEO of the company to criticize 

regulators in a series of tweets.  The SEC is arguing that this proposed lending activity is 

 
1 One interesting sidelight is that companies have become increasingly reliant on algorithms to screen job 
applicants.  Large companies often receive thousands of applications, and using human resource professionals to 
review and screen would be cost-prohibitive.  However, these algorithms are mostly designed to eliminate, not 
find, candidates.  It might be the case where these screening tools may be eliminating candidates who could meet 
the job requirements.  It may be a function of the programs being written in a time of looser labor markets.  Simply 
put, firms may have lots of openings but lack the ability to find workers.  A recent Harvard Business Review article 
examines this problem. 

https://www.federalreserve.gov/monetarypolicy/beigebook202109.htm
https://www.reuters.com/world/us/us-economy-downshifted-slightly-august-feds-beige-book-2021-09-08/
https://www.wsj.com/articles/u-s-economic-growth-slowed-over-the-summer-due-to-delta-variant-feds-beige-book-says-11631125962?st=7d9nqghomhijy47&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/u-s-economic-growth-slowed-over-the-summer-due-to-delta-variant-feds-beige-book-says-11631125962?st=7d9nqghomhijy47&reflink=desktopwebshare_permalink
https://www.cnbc.com/2021/09/08/businesses-are-feeling-stronger-inflation-and-paying-higher-wages-feds-beige-book-says.html
https://www.cnbc.com/2021/09/08/businesses-are-feeling-stronger-inflation-and-paying-higher-wages-feds-beige-book-says.html
https://www.ft.com/content/7c2fc0ce-e7c0-4083-92e8-e81d9235ab45
https://www.wsj.com/articles/democrats-split-deepens-over-powell-fed-reappointment-11631123805?st=vqcm80dpflfixx5&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/coinbase-says-sec-plans-enforcement-action-over-crypto-lending-program-11631110478?st=8q5b2rtnomrp5wi&reflink=desktopwebshare_permalink
https://twitter.com/brian_armstrong/status/1435439291715358721?s=20
https://www.hbs.edu/managing-the-future-of-work/Documents/research/hiddenworkers09032021.pdf?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://www.hbs.edu/managing-the-future-of-work/Documents/research/hiddenworkers09032021.pdf?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
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potentially violating securities laws.  The government is also investigating Uniswap.  Much of 

what these firms are doing in decentralized finance is consistent with lending and trading in the 

regulated world, but these crypto firms want to do it in an unregulated environment (who 

wouldn’t?).  History shows that, eventually, leverage leads to bad debt and the potential of a 

crisis.  The fact that the firm was advertising 4% deposit rates is a clear warning.  The SEC and 

others are trying to prevent this.  We note that over the weekend, the NYT reported on the 

“boom” in crypto lending that has caught the attention of regulators.   

• The mainstream media have discovered that central bank digital currencies are 

programmable, meaning negative nominal interest rates could become operable.   

China:  China’s financial markets remain a concern, and the confusion surrounding what exactly 

Xi means by common prosperity is beginning to look like a mess. 

• Evergrande (EGRNF, USD, 0.50) continues to be a concern.  Moody’s (MCO, USD, 

382.37), along with Fitch, has downgraded the company again, leading to the suspended 

trading of the company’s bonds.  There are reports that suppliers are being paid in 

undeveloped property, a sign of illiquidity.  

o One way for parents to improve their children’s education is to buy apartments in 

good districts, allowing them to claim residency.  It has led to soaring prices in 

these select districts.  But recently, Beijing is fostering policies to break the link 

between home ownership and schools, leading to a decline in prices for 

apartments in these districts.   

o In the past, Beijing regulators have moved to constrain the real estate market but 

would tend to back off on worries over triggering a financial crisis due to the 

concentration of debt in this sector.  There are concerns that regulators may be 

serious this time about following through on addressing this sector.   

• We have been watching with great interest a growing tension between what appears to be 

a conservative social trend of reining in capitalism along with other activities against 

those who suggest that the core regulation isn’t changing.  Our view is that the 

conservative shift is likely the trend in place, but the fact that Xi is allowing this editorial 

battle to occur suggests the policy might not be fully developed.   

• Tencent (TCEHY, USD, 65.23) is calling out a “gray” industry that has emerged to give 

gamers more playing time.  The government recently moved to limit gaming to three 

hours a week.  New services are appearing that create profiles for players who either 

don’t exist or for people who don’t play, allowing a gamer to purchase more time.  If 

Beijing is serious about limiting time, it will need to implement some sort of 

identification, such as facial recognition.  

o Regulators called in gaming companies for yet another meeting, described as an 

“ear-bashing.”  However, it is notable that China has not moved to what some 

would suggest is the nuclear option, which would be to ban ads on gaming sites.  

The fact that regulators haven’t taken that step, which would hurt the gaming 

companies, suggests they don’t want to crush these companies, at least not yet. 

o The growing esports industry in China is under threat from new rules on gaming.   

https://www.wsj.com/articles/upstart-peer-to-peer-crypto-exchanges-take-aim-at-coinbase-11621848601?st=mbawx99p5pk3t1b&reflink=desktopwebshare_permalink
https://www.axios.com/coinbase-proves-crypto-still-hasnt-grown-up-0300064a-a4aa-4a84-b1bd-2b715b0f52e3.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosmarkets&stream=business
https://blog.coinbase.com/sign-up-to-earn-4-apy-on-usd-coin-with-coinbase-cdad79e5f5eb
https://www.nytimes.com/2021/09/05/us/politics/cryptocurrency-banking-regulation.html?smid=url-share
https://www.wsj.com/articles/digital-currencies-pave-way-for-deeply-negative-interest-rates-11631091581?st=2x673rpclw9q1pv&reflink=desktopwebshare_permalink
https://www.ft.com/content/6d127e05-2208-4226-9cd1-ef2f7463cdf0
https://businesshala.com/fitch-downgrades-china-evergrande-flags-probable-default/
https://www.ft.com/content/ae2bbe36-1e49-4a46-bc65-955bbf962e2a
https://www.businesstimes.com.sg/real-estate/evergrande-crisis-means-suppliers-get-paid-in-unbuilt-properties
https://www.businesstimes.com.sg/real-estate/evergrande-crisis-means-suppliers-get-paid-in-unbuilt-properties
https://www.ft.com/content/f518122a-e07a-4aba-87b4-1c13bde5f162
https://www.wsj.com/articles/chinas-educational-crackdown-hits-apartment-prices-in-its-biggest-cities-11631016000?st=n7rwf311t1nyped&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-educational-crackdown-hits-apartment-prices-in-its-biggest-cities-11631016000?st=n7rwf311t1nyped&reflink=desktopwebshare_permalink
https://businesshala.com/china-property-crackdown-alarms-analysts-as-economic-risks-grow/
https://businesshala.com/china-property-crackdown-alarms-analysts-as-economic-risks-grow/
http://opinion.people.com.cn/n1/2021/0907/c1003-32220628.html
https://pandaily.com/tencent-calls-for-further-regulation-after-cctv-exposes-dark-transactions-by-game-accounts/
https://www.scmp.com/tech/policy/article/3148055/chinese-authorities-call-tencent-netease-ear-bashing-over-new-gaming?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3148055
https://www.reuters.com/world/china/chinas-esports-powerhouse-status-undermined-by-tough-new-gaming-rules-under-18s-2021-09-07/
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• The increased regulation on technology appears to be a building block of data 

accumulation, with the goal of controlling the population and the economy.  General 

Secretary Xi has discussed data as bringing the “fifth factor of production.”  If anything, 

we expect Beijing to continue to expand its control over data, including taking it from 

China’s tech firms. 

• Blackrock (BLK, USD, 924.93) has raised $1.0 billion for the first Chinese mutual fund 

to be run by a foreign firm.  This expansion of participation in China is running against 

geopolitical trends and has been criticized in some circles.   

• China’s PPI rose sharply in August to a 13-year high.  In response, China announced it 

would release oil from its strategic reserve.   

• In criminal law, there is often a decision about who bears the responsibility for the 

wrongdoing.  For example, drug dealers often face harsher penalties compared to 

consumers.  China has tended to severely punish bribe takers, who are usually 

government officials; there has been less focus on those making bribes.  It appears that 

new regulations consider upping the punishments on the bribers.   

• Brazil has suspended beef exports to China after finding two cases of bovine spongiform 

encephalopathy, commonly known as “mad cow disease.”  Brazil is the largest supplier 

of beef to China.  If the suspension persists, it will lead to reduced supplies in China.  

However, it is unknown whether Chinese consumers will balk at buying beef due to the 

risk of the disease.  

o China is increasing funding for agriculture in what appears to be a move toward 

self-sufficiency.  The country has a water problem.  It has been said that grain 

imports are effectively water imports, allowing China to use its scarce water for 

industry (which tends to have a higher value added) than agriculture.  However, in 

a world of economic warfare, the inability to feed oneself becomes a 

vulnerability.  It appears China is moving to address that problem.  However, it 

isn’t clear whether Beijing is willing to accept the lower economic value of 

diverting water to agriculture. 

• China continues to crack down on the private tutor industry, now banning online classes.   

• In Hong Kong, Tiananmen Square anniversary protestors were arrested.   

• China is using fake social media accounts to spur protests abroad.   

Economics and policy:  Budget negotiations accelerate, and debt limit concerns are higher.   

• As serious budget negotiations begin, lobbyists are preparing to attempt to shape taxes 

and spending for their clients.  Industries targeted for tax increases are pushing back hard 

to avoid this outcome2.  The White House has been moving at a fast pace to push through 

these changes.  However, the past few weeks have drained the president’s political 

capital, putting the budget goals at risk.  Currently, the most potent hurdle is the centrist 

Democrat senators.  Senator Manchin signaled he would only support less than a third of 

the current proposals.  Polling suggests Americans are siding with the West Virginian. 

 
2 In tomorrow’s Weekly Energy Update we will comment on the energy industry’s opposition to methane taxes.   

https://www.ft.com/content/9ef38be2-9b4d-49a4-a812-97ad6d70ea6f
https://www.ft.com/content/9ef38be2-9b4d-49a4-a812-97ad6d70ea6f
http://www.xifeng.gov.cn/zwgk/zdlygk/dsjjsgl/201810/t20181028_62992041.html
https://www.wsj.com/articles/blackrock-raises-1-billion-for-first-chinese-mutual-fund-run-by-foreign-firm-11631059200?st=aizaxgm8x9ugnpd&reflink=desktopwebshare_permalink
https://www.ft.com/content/3c9d8a3d-c083-437a-aa77-6ccfa246af7d
https://www.ft.com/content/3c9d8a3d-c083-437a-aa77-6ccfa246af7d
https://www.wsj.com/articles/blackrock-larry-fink-china-hkex-sse-authoritarianism-xi-jinping-term-limits-human-rights-ant-didi-global-national-security-11630938728?st=5kd230xu1my1t9x&reflink=desktopwebshare_permalink
https://www.scmp.com/news/china/politics/article/3148047/chinas-corruption-busters-signal-they-plan-make-bribe-givers?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3148047
https://news.yahoo.com/beef-giant-brazil-halts-china-162100655.html
https://news.yahoo.com/beef-giant-brazil-halts-china-162100655.html
https://news.yahoo.com/china-shrinking-beef-options-suggest-032027468.html
https://news.yahoo.com/china-shrinking-beef-options-suggest-032027468.html
https://www.globaltimes.cn/page/202109/1233721.shtml
https://www.reuters.com/world/china/china-says-private-tutors-will-not-be-able-offer-classes-online-2021-09-08/
https://www.wsj.com/articles/tiananmen-the-crackdown-that-defined-modern-china-11559295001?st=pumziyhasvkvkho&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/tiananmen-massacre-vigil-organizers-arrested-by-hong-kong-authorities-11631106122?st=o2vd9oqmhvq0jgx&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/pro-china-online-network-used-fake-accounts-to-urge-asian-americans-to-attend-protests-researchers-say-11631109601?st=ns12tn61qtnhzi6&reflink=desktopwebshare_permalink
https://www.ft.com/content/f422e490-da5c-41ad-9c46-afdc6c136ecc?emailId=613934fd5c21470004a4fdcb&segmentId=7e94968a-a618-c46d-4d8b-6e2655e68320
https://www.nytimes.com/2021/09/07/us/politics/biden-tax-increases.html?smid=url-share
https://www.axios.com/scoop-manchin-backs-as-little-as-1-trillion-of-bidens-35-trillion-plan-91d079e0-84a7-4f8f-94d4-212827a61339.html
https://www.axios.com/scoop-manchin-backs-as-little-as-1-trillion-of-bidens-35-trillion-plan-91d079e0-84a7-4f8f-94d4-212827a61339.html
https://www.nolabels.org/a-strategic-pause-on-spending/?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
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(Source: No Labels) 

 

o Revenue increases are part of this package, and we note a report yesterday 

suggesting that the highest-income households have “evaded” $163 billion in 

taxes.  The article didn’t make it completely clear this was all evasion or 

avoidance.  The former is illegal; the latter is not.  

o The White House wants to allow the government to negotiate Medicare drug 

prices; the pharma industry clearly opposes.   

• Yesterday, Treasury Secretary Yellen warned that the U.S. would hit its debt ceiling next 

month and urged Congress to approve a higher borrowing limit.  This issue is currently at 

an impasse.  The Congressional GOP wants the Democrats to make the debt ceiling part 

of the budget process, which would allow the increase to pass with a simple majority.  

The Democrats don’t want to do that, knowing the GOP will use the issue as an election 

talking point.  It doesn’t appear to us that there are 10 GOP Senate votes to increase the 

ceiling without changes to the budget.  We expect some sort of deal to be made, but only 

at the brink of default.  However, the curtailment of the T-bill supply is already affecting 

money market funds, reducing the supply of short-term paper these funds use.   

https://www.nytimes.com/2021/09/08/business/irs-tax-avoidance.html?smid=url-share
https://www.wsj.com/articles/white-house-unveils-plan-to-cut-prescription-drug-prices-11631181600?st=sfq4kv50gzrmp0r&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/white-house-unveils-plan-to-cut-prescription-drug-prices-11631181600?st=sfq4kv50gzrmp0r&reflink=desktopwebshare_permalink
https://www.ft.com/content/4433d8ef-7d18-4c07-ba08-7f05fcbdb0b8
https://www.nytimes.com/2021/09/08/business/economy/united-states-debt-default.html?smid=url-share
https://www.wsj.com/articles/janet-yellen-says-treasury-could-exhaust-cash-conservation-measures-in-october-11631109637?st=x19fs34t4t1izfv&reflink=desktopwebshare_permalink
https://www.ft.com/content/1e4cbb80-14b3-415c-876b-6629a4da2b51
https://www.ft.com/content/1e4cbb80-14b3-415c-876b-6629a4da2b51
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• The FTC is deciding on a merger of Amazon (AMZN, USD, 3525.50) and MGM (MGM, 

USD, 42.44).  In general, progressives, increasingly dominating the FTC, look askance at 

all mergers.  Arguably this merger won’t lead Amazon to dominate the streaming 

industry.  If anything, if Amazon doesn’t buy MGM, someone else might.  So, the 

decision on this merger could signal just how aggressive the FTC will be regarding future 

mergers.   

• In the 1980s, there was a time when the land under the Imperial Palace in Tokyo was 

worth more than all the land in California.  Now, five U.S. tech stocks are worth more 

than the entire TOPIX stock index.   

• Artificial intelligence is one of the potentially groundbreaking technologies that would 

allow greater machine independence from human oversight.  We are observing that the 

race to develop this technology isn’t distributed widely on a geographic basis, which 

could lead to some cities gaining major advantages.   

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

taxes.   

• The issuance of a Eurobond earlier this year was a significant change, allowing the EUR 

to have a full faith and credit bond tied to it, which should improve its attractiveness to 

foreign reserve management.  Although this issuance was said to be a “one-off” when it 

occurred, as we expected, there is growing pressure to make Eurobonds a permanent 

fixture.   

• PM Johnson passed a significant tax hike to fund social and health legislation.   

• North Korea holds a modest military parade; Kim Jong-un was described as “looking fit.”   

COVID-19:  The number of reported cases is 222,650,255, with 4,598,278 fatalities.  In the 

U.S., there are 40,266,505 confirmed cases with 652,930 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 450,584,465 doses of the vaccine 

have been distributed, with 376,955,132 doses injected.  The number receiving at least one dose 

is 208,024,209, while the number receiving second doses, which would grant the highest level of 

immunity, is 177,104,652.  For the population older than 18, 64.4% of the population has been 

vaccinated.  The FT has a page on global vaccine distribution.  For the most part, cases are 

stabilizing, although a few central U.S. states are showing a noticeable rise.   

• There are new details emerging on coronavirus research being done in Chinese labs.  The 

new reporting suggests the funding from the U.S. facilitated research into creating novel 

coronavirus strains.  Although this new evidence doesn’t prove the lab leak hypothesis, it 

raises serious concerns that this research, which reports describe as “risky,” could have 

facilitated the spread of disease if it left the lab.   

• As COVID-19 continues to circulate, we are moving into flu season, and there are rising 

concerns that the medical system, already under strain, could buckle if this year’s 

influenza year is a bad one.  There are worries that this year’s flu strains will be more 

virulent than last year.   

https://www.axios.com/ftc-amazon-antitrust-mgm-lina-khan-streaming-40fece08-da94-4398-9c66-75f23c6b6bdd.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.axios.com/ftc-amazon-antitrust-mgm-lina-khan-streaming-40fece08-da94-4398-9c66-75f23c6b6bdd.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://www.scmp.com/magazines/style/news-trends/article/3091222/japan-1980s-when-tokyos-imperial-palace-was-worth-more?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3091222
https://www.ft.com/content/460747da-a410-41aa-a8a4-0c991f264c06?emailId=613169da7aeac000045448cb&segmentId=38af067e-f67a-09ef-7f9d-cb40b4153a58
https://www.axios.com/artificial-intelligence-us-cities-2684a182-0386-46d2-a85e-f8399ea76ed6.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosfutureofwork&stream=future
https://www.ft.com/content/bd570dde-3095-4074-bd37-18003f2bd3c2?emailId=6139d21cb4194b00049e5a7a&segmentId=d16cd453-7bb5-45ba-728c-35ca5739b9f6
https://www.politico.eu/wp-content/uploads/2021/09/09/SD_Letter_SOTEU_2021.pdf?utm_source=POLITICO.EU&utm_campaign=8a62e776ca-EMAIL_CAMPAIGN_2021_09_09_05_00&utm_medium=email&utm_term=0_10959edeb5-8a62e776ca-190334489
https://www.politico.eu/wp-content/uploads/2021/09/09/SD_Letter_SOTEU_2021.pdf?utm_source=POLITICO.EU&utm_campaign=8a62e776ca-EMAIL_CAMPAIGN_2021_09_09_05_00&utm_medium=email&utm_term=0_10959edeb5-8a62e776ca-190334489
https://www.ft.com/content/033c1e21-f7d9-4495-b840-da3c625c3996?emailId=61398a33b4194b00049e57a5&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/north-korea-holds-toned-down-military-parade-its-first-of-biden-administration-11631160934?st=mro299iy6rlnmiz&reflink=desktopwebshare_permalink
https://www.nytimes.com/live/2021/09/08/world/covid-delta-variant-vaccine?campaign_id=51&emc=edit_mbe_20210909&instance_id=39963&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=68474&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-hold-steady-hospitalizations-deaths-rise-aaff9ca2-9c52-42a5-b594-ca9985bfa722.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://theintercept.com/2021/09/06/new-details-emerge-about-coronavirus-research-at-chinese-lab/
https://www.washingtonpost.com/world/asia_pacific/wuhan-lab-covid-china/2021/09/07/f293325c-fb11-11eb-911c-524bc8b68f17_story.html
https://www.nbcnews.com/health/health-news/flu-season-coming-fast-miserable-studies-warn-rcna1909
https://www.wsj.com/articles/this-flu-season-is-expected-to-be-worse-than-the-last-one-threatening-hospitals-strained-by-delta-11631179980?st=dr2ubdcbaycwzvz&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/this-flu-season-is-expected-to-be-worse-than-the-last-one-threatening-hospitals-strained-by-delta-11631179980?st=dr2ubdcbaycwzvz&reflink=desktopwebshare_permalink
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• As the Delta strain of COVID-19 circulates, researchers are watching the newest strain, 

dubbed “mu.”  It has caused about 40% of cases in Colombia.   

• Breakthrough cases of COVID-19, infections that occur in a vaccinated person, do 

happen, but rarely do they lead to a severe case.  Current data suggest there is a 1/13,000 

chance of a fully vaccinated person becoming seriously ill.  Of those breakthrough cases 

triggering hospitalization, about 70% occur in adults over age 65.   

• The WHO-sponsored global vaccine program has cut its delivery forecasts by 25% due to 

manufacturing and approval delays.  The total doses to be delivered this year will be 1.4 

billion.   

U.S. Economic Releases  

 

For the week ending September 4, initial claims came in at 310K compared to expectations of 

335K.  The prior report was revised upward from 340K to 345K.  For the week prior to 

September 4, continuing claims came in at 2.783MM compared to expectations of 2.740MM. 

The previous report was revised from 2.748MM to 2.805MM. 
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The chart above shows the four-week moving average of initial claims; it fell from 356.25K to 

339.50K. 

 

https://www.nytimes.com/2021/09/02/world/americas/mu-variant-who.html?smid=url-share
https://www.cnn.com/2021/09/08/health/severe-breakthrough-cases-cdc-studies/index.html
https://www.ft.com/content/aba43463-464e-42dc-9712-5a93758179a3
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The chart above shows the four-week moving average of continuing claims by region.  

 

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

 

EDT Indicator Expected Prior Rating

9:45 Langer Consumer Comfort w/w 5-Sep 58.2 **

EST Speaker or event

11:05 Mary Daly Discusses the Gains from Economy Equity President of the Federal Reserve Bank of San Francisco

11:05 Charles Evans Gives Welcoming Remarks

13:00 Michelle Bowman Gives Speech on Community Banking

14:00 John Williams Discusses Economic Outlook President of the Federal Reserve Bank of New York

16:00 Neel Kashkari, Eric Rosengren and Robert Kaplan speak on Racism

Member of the Board of Governors

President of the Federal Reserve Bank of Chicago

Regional Fed Presidents

District or position

Economic Releases

Fed Speakers or Events

 
 

Foreign Economic News 
 

We monitor numerous global economic indicators on a continuous basis.  The most significant 

international news that was released overnight is outlined below.  Not all releases are equally 

significant, thus we have created a star rating to convey to our readers the importance of the 

various indicators.  The rating column below is a three-star scale of importance, with one star 

being the least important and three stars being the most important.  We note that these ratings do 

change over time as economic circumstances change.  Additionally, for ease of reading, we have 

also color-coded the market impact section, which indicates the effect on the foreign market.  

Red indicates a concerning development, yellow indicates an emerging trend that we are 

following closely for possible complications, and green indicates neutral conditions.  We will 

add a paragraph below if any development merits further explanation. 
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Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China CPI y/y Aug 0.8% 1.0% 1.0% *** Equity bullish, bond bearish

PPI y/y Aug 9.5% 9.0% 9.0% ** Equity bearish, bond bullish

Japan Money Stock M2 y/y Aug 4.7% 5.2% 4.6% ** Equity and bond neutral

Money Stock M3 y/y Aug 4.2% 4.6% 4.1% ** Equity and bond neutral

Tokyo Avg Office Vacancies m/m Aug 6.31 6.28 * Equity bullish, bond bearish

New Zealand ANZ Truckometer Heavy m/m Aug -18.1% -1.1% ** Equity and bond neutral

Mfg Activity SA q/q 2Q 3.9% 2.1% ** Equity and bond neutral

Mfg Activity Volume q/q 2Q -0.1% 0.4% ** Equity and bond neutral

EUROPE

Germany Trade Balance m/m Jul 18.1b 16.3b 14.6b ** Equity bullish, bond bearish

Current Account Balance m/m Jul 17.6b 22.5b 18.0b ** Equity and bond neutral

Russia CPI y/y Aug 6.7% 6.5% 6.7% *** Equity and bond neutral

CPI Core y/y Aug 7.1% 6.8% 6.9% *** Equity bearish, bond bullish

CPI Weekly YTD w/w 6-Sep 4.8% 4.7% *** Equity bearish, bond bullish

CPI w/w 6-Sep 0.1% 0.1% *** Equity and bond neutral

AMERICAS

Canada Ivey Purchasing Managers Index SA m/m Aug 66.0 56.4 ** Equity bullish, bond bearish

Brazil Vehicle Sales Anfavea m/m Aug 172784 175453 ** Equity and bond neutral

Vehicle Production Anfavea m/m Aug 164027 163556 ** Equity and bond neutral

Vehicle Exports Anfavea m/m Aug 29443 23766 ** 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) 8 7 1 Neutral

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

10-yr T-note (%) 1.32 1.34 -0.02 Down

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

EUR/USD 3-mo swap (bps) 4 5 -1 Down

Currencies Direction

dollar Down Down

euro Up Up

yen Up Neutral

pound Up Neutral

franc Up Neutral

Central Bank Action Current Prior Expected

Bank of Canada Rate Decision 0.250% 0.250% 0.250% On forecast

ECB Main Refinancing Rate 0.000% 0.000% 0.000% On forecast

ECB Marginal Lending Facility 0.250% 0.250% 0.250% On forecast

ECB Deposit Facility Rate -0.500% -0.500% -0.500% On forecast  
 

Commodity Markets 
 

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

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

Brent $72.65 $72.60 0.07%

WTI $69.25 $69.30 -0.07%  

Natural Gas $4.91 $4.91 -0.10%  

Crack Spread $20.43 $20.41 0.10%

12-mo strip crack $20.30 $20.32 -0.10%

Ethanol rack $2.57 $2.56 0.49%

Gold $1,794.74 $1,789.26 0.31%

Silver $24.11 $23.95 0.68%

Copper contract $429.15 $423.30 1.38%

Corn contract $506.75 $510.25 -0.69%

Wheat contract $700.25 $709.50 -1.30%

Soybeans contract $1,273.50 $1,279.50 -0.47%

Baltic Dry Freight 3,618            3,707            -89

Actual Expected Difference

Crude (mb) -6.0

Gasoline (mb) -3.7

Distillates (mb) -3.8

Refinery run rates (%) -5.5%

Natural gas (bcf) 39.0

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 for 

most of the country, with cooler temperatures in the North Pacific region.  The forecast calls for 

wetter-than-normal conditions throughout the Mississippi Valley and the Midwest region.  There 

are currently three cyclonic disturbances.  One has developed into Hurricane Larry and is 

moving northwestwardly toward Newfoundland.  Tropical Depression Monica is moving 

through Georgia toward the Atlantic Ocean.  The last disturbance is on the tip of the Yucatan 

Peninsula, and it is not expected to develop into a Tropical Cyclone 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 9/8/2021 close) 
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Financials
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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 9/8/2021 close) 

 

-10.0% 0.0% 10.0% 20.0% 30.0% 40.0%

US Government Bond

US Corporate Bond

Cash

Emerging Markets (local currency)

Emerging Markets ($)

US High Yield
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Mid Cap
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Commodities

Growth
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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,3 the current P/E is 23.7x, up 0.1x from last week.  Higher index 

values led to the rise in the multiple. 

 
 

 

 
3 This chart offers a running snapshot of the S&P 500 P/E in a long-term historical context. We are using a specific 
measurement process, similar to Value Line, which combines earnings estimates and actual data. We use an 
adjusted operating earnings number going back to 1870 (we adjust as-reported earnings to operating earnings 
through a regression process until 1988), and actual operating earnings after 1988. For the current quarter, we use 
the I/B/E/S estimates which are updated regularly throughout the quarter; currently, the four-quarter earnings 
sum includes 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. 
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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. 


