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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: November 1, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  

In Europe, the EuroStoxx 50 is up 0.8% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 0.6%.  Chinese markets were mixed, with the Shanghai Composite down 0.1% from 

its prior close and the Shenzhen Composite up 0.5%.  U.S. equity index futures are signaling a 

higher open.  With 279 companies having reported, the S&P 500 Q3 2021 earnings stand at 

$53.50, higher than the $50.34 forecast for the quarter.  The forecast reflects a 27.5% increase 

from Q3 2020 earnings.  Thus far this quarter, 82.8% of the companies have reported earnings 

above forecast, while 13.3% have reported earnings below forecast.   
 

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 (10/25/2021): “Here Comes China!” 

• Weekly Energy Update (10/28/2021): Oil prices ease on inventory builds in excess of 

expectations.   

• 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 (10/29/2021) (with associated podcast): We discuss the current 

standoff over the debt limit and the investment implications 

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

Globalization” 

 

Good morning, happy Monday, and welcome to November!  It’s going to be a busy week.  The 

ISM manufacturing data is out this morning.  The FOMC meets this week and will likely 

announce its tapering plans.  We may also get a vote on the budget and infrastructure package 

this week.  COP26 kicks off today.  Our coverage begins with the international roundup, which 

previews the COP26 and recaps the G-20 weekend meeting.  Economics and policy are up next, 

with inflation and central banks leading the headlines.  China news follows, and we close with 

the pandemic update.   

 

International roundup:  The G-20 met over the weekend, and COP26 starts today. 

• The G-20 meeting over the weekend was a mixed bag.  As we noted last week, the U.S. 

and EU avoided a tariff spat over steel.  However, any hopes of a climate agreement 

among the world’s largest nations were mostly dashed.  All the nations agreed that 

climate change was a problem, but there was no notable consensus on what to do about it.  

 

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_10_25_2021.pdf
https://www.confluenceinvestment.com/wp-content/uploads/wkly_energy_oct_28_2021.pdf
https://www.confluenceinvestment.com/research-news/quarterly-rebalance-presentation/
https://www.confluenceinvestment.com/wp-content/uploads/AAW_Oct_29_2021.pdf
https://www.confluenceinvestment.com/category/podcasts/asset-allocation-weekly-podcast/
https://www.confluenceinvestment.com/category/podcasts/confluence-of-ideas/
https://www.gzeromedia.com/viewpoint/what-you-need-to-know-about-this-weekends-g-20-meeting?utm_source=Eurasia+Group+Signal&utm_campaign=cfb152bf96-EMAIL_CAMPAIGN_2021_11_01_11_12&utm_medium=email&utm_term=0_e605619869-cfb152bf96-134308033
https://www.politico.com/news/2021/10/30/us-eu-steel-dispute-resolved-517828?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.politico.com/news/2021/10/30/us-eu-steel-dispute-resolved-517828?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.wsj.com/articles/g-20-nations-wrangle-over-climate-change-goals-ahead-of-cop26-11635680984?st=0fpybtie68cn0yg&reflink=desktopwebshare_permalink
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The U.S. was pushing to end coal usage; all that emerged was an agreement to stop 

funding international coal-fired electricity production.  Coal producers and consumers 

opposed the plan to end the burning of coal.  President Biden blamed China and Russia 

for the lack of progress.  International environmental goals suffer from the free-rider 

problem.  Simply put, all are better off by adjusting, but a single participant does best by 

doing nothing and “riding” on the actions of others.  If all act in that fashion, nothing gets 

done.   

o There was an agreement on a minimum corporate tax rate of 15%.  The agreement 

also distributes taxes based on revenue generated in individual nations.  The goal 

is to undermine the incentive to “jurisdiction shop” to avoid taxes.  The U.S. was 

successful in getting nations to back away from proposed digital services taxes, 

which would have fallen heavily on U.S. tech.  It should be noted that the tax 

distribution clause is considered a treaty and thus requires a 2/3 majority in the 

Senate.  There is little chance of that happening.  Without the distribution 

approval, the digital taxes will likely go forward.  Thus, GOP senators will be 

lobbied hard by the tech industry.   

o President Biden and President Macron of France met to smooth over tensions 

triggered by the nuclear sub deal with Australia.  It appears the two leaders made 

up, but the underlying issues remain, specifically, the U.S. is shifting focus to 

Asia, and the EU is going to be less important to American interests.   

• For the next two weeks, the 26th meeting of the Conference of the Parties (COP26) will 

be held in Glasgow, Scotland.  It is an annual climate meeting that was postponed last 

year.  The official business is to monitor the progress of the Paris Agreement on climate 

goals.  As noted in the above discussion of the G-20, there is an almost insurmountable 

free-rider problem.  Every nation wants something done on climate but paid for by 

someone else.   

• The LDP held its majority in legislative elections over the weekend, confirming that 

Fumio Kishida will remain in power.  We will analyze the new PM in an upcoming 

WGR.   

• The fishing wars between France and the U.K. are showing no signs of abating.  Paris is 

trying to drum up EU action against the U.K. on this issue.   

• The Persian Gulf Arab states pulled their ambassadors from Lebanon.  The current 

government in Lebanon is seen as supporting Iran, and recent criticism from Lebanon 

over the Yemen war prompted the withdrawal.   

• There has been a coup in Sudan.  Large protests against the new government developed 

over the weekend.   

• South Africa is holding local elections today.  The ANC has become increasingly 

unpopular, and this vote will be seen as a test of future support.   

Economics and policy:  The budget and central banks lead the news. 

• There is rising optimism that a vote might come soon on the budget and the infrastructure 

package.  Negotiations have continued to include drug cost containment.   

https://www.politico.eu/article/g20-summit-rome-2021-climate-action-global-warming-coal-phaseout-cop26-glasgow/?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.nytimes.com/2021/10/31/climate/g20-coal.html?campaign_id=51&emc=edit_mbe_20211101&instance_id=44290&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=73200&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.nytimes.com/2021/10/31/climate/g20-coal.html?campaign_id=51&emc=edit_mbe_20211101&instance_id=44290&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=73200&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.politico.eu/article/coal-g20-rome/?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.politico.eu/article/coal-g20-rome/?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.politico.eu/article/biden-says-russia-china-didnt-show-up-on-climate-change-commitments/?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.politico.eu/article/global-tax-agreement-g20-rome-italy-president-joe-biden-emmanuel-macron/?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.nytimes.com/2021/10/29/world/europe/biden-macron-submarine-deal.html?utm_source=Eurasia+Group+Signal&utm_campaign=cfb152bf96-EMAIL_CAMPAIGN_2021_11_01_11_12&utm_medium=email&utm_term=0_e605619869-cfb152bf96-134308033
https://www.nytimes.com/2021/10/29/world/europe/biden-macron-submarine-deal.html?utm_source=Eurasia+Group+Signal&utm_campaign=cfb152bf96-EMAIL_CAMPAIGN_2021_11_01_11_12&utm_medium=email&utm_term=0_e605619869-cfb152bf96-134308033
https://www.wsj.com/articles/cop26-glasgow-2021-un-climate-conference-11611254971?st=7w27x2hx1x5d2k0&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/10/30/climate/climate-summit-glasgow.html?campaign_id=51&emc=edit_mbe_20211101&instance_id=44290&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=73200&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.gzeromedia.com/viewpoint/what-to-watch-at-cop26?utm_source=Eurasia+Group+Signal&utm_campaign=cfb152bf96-EMAIL_CAMPAIGN_2021_11_01_11_12&utm_medium=email&utm_term=0_e605619869-cfb152bf96-134308033
https://www3.nhk.or.jp/nhkworld/en/news/20211101_250/?utm_source=Eurasia+Group+Signal&utm_campaign=cfb152bf96-EMAIL_CAMPAIGN_2021_11_01_11_12&utm_medium=email&utm_term=0_e605619869-cfb152bf96-134308033
https://www.wsj.com/articles/japans-ruling-coalition-set-to-keep-majority-in-election-projection-shows-11635679065?st=hqcvs3pfqlkbl56&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/japans-ruling-coalition-set-to-keep-majority-in-election-projection-shows-11635679065?st=hqcvs3pfqlkbl56&reflink=desktopwebshare_permalink
https://www.politico.eu/article/boris-johnson-brexit-g20-rome-cop26-g7-macron-biden/?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.ft.com/content/4ce6d2ea-4e99-4d90-81fb-995df5cae2c2
https://www.politico.eu/article/france-requests-tougher-eu-action-over-uk-fishing-row-in-private-letter/?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.politico.eu/article/france-requests-tougher-eu-action-over-uk-fishing-row-in-private-letter/?utm_source=POLITICO.EU&utm_campaign=249ff3fadc-EMAIL_CAMPAIGN_2021_11_01_04_55&utm_medium=email&utm_term=0_10959edeb5-249ff3fadc-190334489
https://www.nytimes.com/2021/10/30/world/middleeast/lebanon-ambassadors-saudi-gulf.html?campaign_id=51&emc=edit_mbe_20211101&instance_id=44290&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=73200&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.washingtonpost.com/world/2021/10/30/sudan-coup-backlash-protests/?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%2F35282ee%2F617f654c9d2fda9d412f3b9f%2F596b53f6ae7e8a44e7d597a3%2F49%2F63%2F617f654c9d2fda9d412f3b9f
https://www.reuters.com/world/africa/south-africas-anc-faces-tough-municipal-vote-over-poor-services-2021-10-28/
https://twitter.com/mkraju/status/1454921964884267009?s=11
https://www.axios.com/biden-pelosi-bipartisan-infrastructure-bill-3e86bbff-80a3-4931-8ab1-e74c50a72526.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiossneakpeek&stream=top
https://www.axios.com/biden-pelosi-bipartisan-infrastructure-bill-3e86bbff-80a3-4931-8ab1-e74c50a72526.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiossneakpeek&stream=top
https://www.politico.com/news/2021/10/31/democrats-race-prescription-drug-deal-517974?nname=playbook&nid=0000014f-1646-d88f-a1cf-5f46b7bd0000&nrid=0000014e-f0fe-dd93-ad7f-f8ff7e250002&nlid=630318
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• Financial markets around the world are pricing in central bank tightening.  We are also 

seeing the yield curve flatten, suggesting markets expect the central banks to step in and 

raise rates; this action will slow economic growth.  The latest jump in rates was seen in 

Australia, where the central bank decided not to defend its previous yield curve control 

measures, leading to a rapid rise in interest rates.  The 3-year Australian sovereign has 

moved from 20 bps to 100 bps in the past month.  The Bank of Canada recently surprised 

the markets by abruptly ending its QE.   

o The consensus appears to be that the markets will force the central banks to raise 

rates, and policy tightening will increase the risk of recession.  This is seen by the 

tumult in short-term parts of the yield curve and the lack of reaction on the long 

end.  We are still not convinced that the Fed will bow to market pressure.  Powell 

still wants to get reappointed to Chair, and raising rates won’t help with that goal.  

But, for now, that is the market’s position. 

• A key element to the market’s position is the persistence of inflation.  Wage pressures are 

unrelenting.  Much of the low inflation of the past 40 years was based on wage 

suppression through offshoring, automation, and flexible scheduling (gig work).  The 

ride-sharing companies are forced to lift pay to attract workers.  Since these companies 

are not profitable anyway, the business case for these firms looks rather shaky.  The loss 

of baby boomers to retirement appears to be a key factor in tightening labor markets.   

o The strike at John Deere (DE, USD, 342.31) may be nearing an end.  The union 

leadership and the company have come to a deal, but it still needs to be ratified by 

the rank-and-file.  The vote will be held tomorrow. 

o The port problems continue.  Logistical snarls simply are not improving.  The 

supply chain rested on a large number of low-paid workers, and the lack of 

available labor is forcing the entire chain to scramble for workers.  Higher pay 

looks like an inevitability.   

o American Airlines (AAL, USD, 19.20) canceled over 600 flights yesterday due to 

the lack of staffing.   

o Inflation has come to breakfast foods.  Prices for common items consumed at this 

meal are at 10-year highs.  Meanwhile, DOE Secretary Granholm is blaming 

OPEC for high gasoline prices.   

o As semiconductor chip shortages led to slower production of autos and 

appliances, firms that supply low-tech materials are seeing their demand decline.   

• One of the more interesting op-eds from the weekend comes from the junior senator from 

Missouri, Josh Hawley (R-MO).  His premise is that global supply chains are broken, and 

something akin to industrial policy will be required to fix them.  This means reshoring 

production and using domestic content rules to ensure that most things are produced in 

the U.S.  The industrial policy used to come from Democrats.  We also note that recent 

comments from Sen. Rubio (R-FL) suggest the GOP should abandon “big business” and 

focus on the working class.  Such proposals have been circulating for some time, but the 

fact such ideas are coming from GOP senators shows party constituents are in flux.   

https://www.wsj.com/articles/central-banks-fuel-new-bets-on-tighter-money-as-inflation-rises-globally-11635759002?st=dxc84jl6y6wcs0x&reflink=desktopwebshare_permalink
https://www.reuters.com/business/why-is-yield-curve-flattening-what-does-it-mean-2021-11-01/
https://finance.yahoo.com/news/australia-core-inflation-accelerates-back-005815557.html
https://www.wsj.com/articles/gig-companies-cant-take-everyone-for-a-ride-11635602401?st=7l8nklfd2yq29t3&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/uber-and-lyft-thought-prices-would-normalize-by-now-heres-why-they-are-still-high-11635586381?st=3zl217g3v4ny8vy&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/covid-19-pushed-many-americans-to-retire-the-economy-needs-them-back-11635691340?st=kyw3f9rmjf312s2&reflink=desktopwebshare_permalink
https://www.foxbusiness.com/economy/john-deere-reaches-agreement-with-labor-union-following-strike
https://www.wsj.com/articles/deere-reaches-tentative-agreement-with-striking-workers-11635614207?st=fgsffuzsj3swyfm&reflink=desktopwebshare_permalink
https://finance.yahoo.com/news/la-long-beach-target-ugly-hazard-of-containers-near-ports-amid-supply-crisis-131248353.html?.tsrc=372
https://medium.com/@ryan79z28/im-a-twenty-year-truck-driver-i-will-tell-you-why-america-s-shipping-crisis-will-not-end-bbe0ebac6a91
https://www.cnn.com/2021/10/31/business/american-airlines-cancels-flights-sunday/index.html
https://www.ft.com/content/50019155-2ae9-4659-97db-d7aeae116f42
https://www.ft.com/content/cecf912d-705e-47b0-9ceb-911e7c517fd8
https://www.wsj.com/articles/even-paint-makers-are-feeling-the-chip-shortage-11635586202?st=lns8gikrpo0r76o&reflink=desktopwebshare_permalink
https://www.nytimes.com/2021/10/29/opinion/hawley-supply-chain-trade-policy.html?searchResultPosition=2'
https://www.axios.com/first-look-rubio-urges-gop-big-business-divorce-5be74869-8b4a-4f29-a18d-9bb474157061.html
https://www.axios.com/first-look-rubio-urges-gop-big-business-divorce-5be74869-8b4a-4f29-a18d-9bb474157061.html
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• Last week, natural gas prices in Europe fell on reports Russia was going to boost 

production.  However, we note that Russia reversed the flow of a natural gas pipeline to 

Europe, which led to a withdrawal of gas from the EU.   

China news:  PMIs were soft, and real estate remains a worry.   

• Manufacturing PMI data for October show continued slow economic activity.  The data 

are not signaling a recession, but growth is barely at trend.  Power problems and the 

ongoing issues in real estate are plaguing the manufacturing sector.   

• Evergrande (EGRNF, USD, 0.31) made another bond payment, staving off default yet 

again.  However, there is no indication that this process can continue.  Local and 

provincial governments have funded themselves with land sales. As that source is cut off, 

bonds issued by these entities will likely come under strain.   

• The U.S. is moving forward on delisting Chinese stocks from U.S. exchanges.   

• China is reportedly rationing fuel supplies at gas stations.  If the U.S. experience is any 

guide, expect unruly crowds and shortages.   

• China’s EV sales in Europe are rising.   

COVID-19:  The number of reported cases is 246,815,047, with 5,001,932 fatalities.  In the 

U.S., there are 45,971,267 confirmed cases with 745,836 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 518,696,735 doses of the vaccine 

have been distributed, with 422,070,099 doses injected.  The number receiving at least one dose 

is 221,520,153, while the number receiving second doses, which would grant the highest level of 

immunity, is 192,453,500.  For the population older than 18, 69.6% of the population has been 

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

• Declassified U.S. intelligence reports build a circumstantial case that poor security could 

have led to the creation and distribution of COVID-19. 

• We are seeing accumulating evidence that lockdowns caused significant mental health 

problems.   

• The FDA is investigating the Moderna (MNRA, USD, 345.21) vaccine to determine 

whether it causes myocarditis in children 12-17 years old.  Although the side effect 

appears to be rare and reversible, the investigation will likely delay its distribution among 

children.   

U.S. Economic Releases  

 

There were no economic releases prior to the publication of this report.  The table below lists the 

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

https://www.nytimes.com/2021/10/30/world/europe/russia-gas-pipeline-nordstream-putin.html?referrer=masthead
https://www.wsj.com/articles/chinas-manufacturing-activity-contracts-for-second-straight-month-11635645642?st=v8txcctclgpglhq&reflink=desktopwebshare_permalink
https://www.ft.com/content/d20b52bb-a129-4623-859f-ab91f699c542
https://www.thewirechina.com/2021/10/31/the-longterm-consequences-of-chinas-cash-strapped-cities/
https://www.thewirechina.com/2021/10/31/the-local-government-squeeze/
https://www.thewirechina.com/2021/10/31/the-local-government-squeeze/
https://www.ft.com/content/e8a62c5a-2bcb-4baf-a05e-b115e240e71b
https://www.ft.com/content/f04d09d6-174d-4528-84ad-2916a1412764
https://www.nytimes.com/2021/10/31/business/electric-cars-china-europe.html?campaign_id=51&emc=edit_mbe_20211101&instance_id=44290&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=73200&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.nytimes.com/live/2021/10/31/world/covid-vaccine-boosters?campaign_id=51&emc=edit_mbe_20211101&instance_id=44290&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=73200&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.ft.com/content/5e20cb73-78aa-4f7d-a5e1-c548261af8c8
https://www.axios.com/mental-health-pandemic-shadow-epidemic-51f98123-ae6b-429f-8d40-4c2c8270e7de.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosdeepdives&stream=top
https://www.npr.org/sections/coronavirus-live-updates/2021/10/31/1050985458/the-fda-is-probing-whether-the-moderna-vaccine-can-cause-a-rare-side-effect-in-t
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EDT Indicator Expected Prior Rating

9:45 Markit US Manufacturing PMI m/m Oct 59.2 59.2 ***

10:00 Construction Spending m/m Sep 0.4% 0.0% **

10:00 ISM Manufacturing m/m Oct 60.5 61.1 ***

10:00 ISM Prices Paid m/m Oct 82 81.2 **

10:00 ISM New Orders m/m Oct 66.7 **

10:00 ISM Employment m/m Oct 50.2 **

Fed Speakers or Events

No Fed speakers or events today  
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

add a paragraph below if any development merits further explanation. 

 
Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

China Caixin China PMI Mfg m/m Oct 50.6 50.0 50.0 ** Equity bullish, bond bearish

Japan Jibun Bank Japan PMI Mfg m/m Oct 53.2 53.0 ** Equity bullish, bond bearish

Vehicle Sales y/y Oct -30.2% -30.0% ** Equity and bond neutral

India Markit India PMI Mfg m/m Oct 55.9 53.7 ** Equity bullish, bond bearish

Australia Markit Australia PMI Mfg m/m Oct 58.2 57.3 ** Equity bullish, bond bearish

CoreLogic House Px m/m Oct 1.4% 1.5% ** Equity and bond neutral

Melbourne Institute Inflation m/m Oct 0.2% 0.3% ** Equity and bond neutral

ANZ Job Advertisements m/m Oct 6.2% -2.8% ** Equity and bond neutral

Commodity Index SDR y/y Oct 40.7% 37.4% ** Equity and bond neutral

EUROPE

Germany Retail Sales NSA y/y Sep -0.9% 0.4% 1.8% ** Equity bearish, bond bullish

UK Lloyds Business Barometer m/m Oct 43.0 46.0 ** Equity and bond neutral

Markit UK PMI Manufacturing SA m/m Oct 57.8 57.7 57.7 ** Equity bullish, bond bearish

Switzerland PMI Manufacturing m/m Oct 65.4 68.1 66.5 ** Equity and bond neutral

Domestic Sight Deposits CHF w/w 29-Oct 645.3b 642.4b * Equity and bond neutral

Total Sight Deposits CHF w/w 29-Oct 717.1b 715.3b * Equity and bond neutral

Russia Markit Russia PMI Mfg m/m Oct 51.6 49.8 50.5 ** Equity bullish, bond bearish  
 

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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Fixed Income Today Prior Change Trend

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

3-mo T-bill yield (bps) 4 5 -1 Neutral

TED spread (bps) 9 8 1 Neutral

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

10-yr T-note (%) 1.58 1.55 0.03 Down

Euribor/OIS spread (bps) -55 -56 1 Neutral

EUR/USD 3-mo swap (bps) 22 22 0 Down

Currencies Direction

dollar Flat Neutral

euro Up Up

yen Down Neutral

pound Flat Neutral

franc Flat Neutral

Central Bank Action Current Prior Expected

RBA Cash Rate Target 0.100% 0.100% On forecast

RBA 3-Yr Yield Target 0.100% 0.100% 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. 
 

Price Prior Change Explanation

Brent $84.37 $83.72 0.78%

WTI $83.89 $83.57 0.38%  

Natural Gas $5.48 $5.43 1.00%  

Crack Spread $18.00 $17.53 2.69%

12-mo strip crack $21.10 $20.67 2.10%

Ethanol rack $3.02 $3.04 -0.73%

Gold $1,786.75 $1,783.38 0.19%

Silver $23.89 $23.90 -0.06%

Copper contract $436.20 $436.80 -0.14%

Corn contract $568.00 $568.25 -0.04%

Wheat contract $776.50 $772.75 0.49%

Soybeans contract $1,240.00 $1,249.50 -0.76%

Baltic Dry Freight 3,519            3,630            -111

Shipping

Energy Markets

Metals

Grains

 
 

 

Weather 

 

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

of the country, with near-normal temperatures for the western third of the country.  The forecasts 

call for wet conditions in the Pacific Northwest and the Deep South, with dry conditions 

expected throughout the Great Lakes and Southwest regions.  There are two tropical 

disturbances, but only one has developed into a tropical storm. Tropical Storm Wanda is located 

deep in the Atlantic Ocean and is not expected to make landfall anywhere. Meanwhile, a tropical 

disturbance has developed off the coast of West Africa, but it is not expected to develop into a 

topical within the next 48 hours.  We are now approaching the end of hurricane season, which 

concludes on November 30.  
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Data Section 
 

U.S. Equity Markets – (as of 10/29/2021 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 10/29/2021 close) 

 

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

US Government Bond

US Corporate Bond

Emerging Markets (local currency)

Emerging Markets ($)

Cash

US High Yield
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Small Cap

Foreign Developed (local currency)

Value

Mid Cap

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 

 

October 28, 2021 
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P/E as of 10/20/2021 = 22.1x

 
 

 

Based on our methodology,1 the current P/E is 22.1x, up 0.2x from last week.  The rise in the 

multiple is mostly due to increasing index values offsetting strong earnings.   
 

 

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 two actual quarters (Q1 and Q2) and two estimates (Q3 and Q4). 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. 


