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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, 2022—9:30 AM EDT] Global equity markets are higher this morning.  

In Europe, the Euro Stoxx 50 is currently up 1.3% from its prior close. In Asia, the MSCI Asia 

Apex 50 Index closed up 3.6%. Chinese markets were higher, with the Shanghai Composite 

closing up 2.6% from its prior close and the Shenzhen Composite closing up 3.0%. U.S. equity 

index futures are signaling a higher open.  

 

With 277 companies having reported so far, S&P 500 earnings for Q3 are running at $56.10 per 

share, compared to estimates of $55.45.  Of the companies that have reported thus far, 69.7% 

have exceeded expectations while 24.5% have fallen short of expectations.  
 

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:  
 

• Bi-Weekly Geopolitical Report (10/24/2022) (with associated podcast) “Defining 

Deglobalization” 

• Weekly Energy Update (10/27/2022): In this week’s report we have three special 

discussion topics:  the emergence of negative natural gas prices in Europe, policy and the 

SPR, and the problem of passive investing and production.  We also include our usual 

data updates.   

• Asset Allocation Quarterly – Q4 2022 (10/18/2022): Discussion of our asset allocation 

process, Q4 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Bi-Weekly (10/31/2022) (with associated podcast): “The Inflation 

Adjustment for Social Security Benefits in 2023” 

 

Our Comment today opens with an update on the Russia-Ukraine war, including the latest on 

Russia’s destruction of Ukrainian civilian infrastructure and Yevgeny Prigozhin’s continued 

effort to position himself for a potential takeover of power.  We next review a wide range of 

other international and U.S. developments with the potential to affect the financial markets 

today, including foreign electoral news and a preview of the Federal Reserve’s latest 

policymaking meeting. 

 

Russia-Ukraine:  Russian forces continue to launch massive air, missile, and kamikaze drone 

attacks across Ukraine, targeting mostly civilian energy infrastructure in an effort to break the 

Ukrainians’ will to fight.  Ukrainian utility crews are racing to repair the damage before that 

happens.  Meanwhile, Ukrainian forces continue their counteroffensives in the country’s eastern 
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Donbas region and in the south around Kherson.  It remains unclear just how strenuously the 

Russians will defend Kherson as various reports indicate they are already pulling back some 

units to the east of the Dnipro River. 

• Following up on Russia’s declaration on Saturday that it would no longer participate in 

the UN-brokered deal allowing Ukraine to export grain from its southern ports, the 

Russian government warned yesterday that it may interdict the ships that continue to 

arrive at and depart from those ports.  Global grain prices have surged since yesterday on 

fear that Ukrainian grain stocks would no longer be available on the market. 

• On a more positive note, however, European fertilizer producers are ramping up output 

again as natural gas prices continue to fall due to warm weather and Europe’s gas storage 

facilities being full.  Renewed production could help bring down the cost of fertilizers 

and encourage farmers to use more of the product, potentially boosting yields globally 

and helping bring down global food costs. 

• Meanwhile, Yevgeny Prigozhin, financier and mercenary leader of the Wagner Group, 

continues working to build his popularity for an apparent effort to grab power if President 

Putin becomes sufficiently weakened.  In his latest gambit, Prigozhin has lambasted the 

leaders of the provincial government of St. Petersburg and associated oligarchs for 

allegedly setting up a criminal organization to plunder the state budget.  Local media 

reports that Prigozhin’s popularity is “skyrocketing.” 

 

China:  Today, reports indicate that the Chinese economy will continue to face headwinds from 

President Xi’s crackdown on private enterprise and his strict Zero-COVID policies.  In one such 

report, the government banned entertainers and social-media influencers from endorsing private 

tutoring, health foods, tobacco, and other goods and services that don’t conform to “socialist core 

values . . . and traditional virtues.”  In another report, authorities have once again shut down 

Shanghai Disneyland after a single guest tested positive for COVID-19. 

• Separately, a mass pandemic shutdown of the city of Zhengzhou continues to disrupt the 

main iPhone factory there, raising costs for Apple (AAPL, $153.34) and top assembler 

Hon Hai Precision Industry (HNHPF, $6.23). 

• The Communist clampdown on private enterprise and disruptive, unpredictable pandemic 

lockdowns continue to slow the Chinese economy, taking further wind out of Chinese 

stock values. 

 

United Kingdom:  Illustrating the economic pullback taking hold in the U.K. because of soaring 

energy prices and skyrocketing interest rates, the Nationwide housing company said home prices 

fell 0.9% in October, for their first drop since July 2021 and their biggest monthly decline since 

June 2020.  Home prices in October were still up 7.2% year-over-year, but that was significantly 

cooler than the 9.5% rise in the year to September. 

 

Denmark:  In parliamentary elections today, Prime Minister Mette Frederiksen is in danger of 

being ousted, in large part because of her hasty decision during the pandemic to require the 

slaughtering of some 17 million mink over infection concerns.  The decision has devastated the 

country’s once-thriving fur business. 

https://www.wsj.com/articles/grain-ships-keep-sailing-from-ukraine-despite-russias-deal-suspension-11667210258
https://www.wsj.com/articles/grain-ships-keep-sailing-from-ukraine-despite-russias-deal-suspension-11667210258
https://www.wsj.com/articles/fertilizer-producers-add-back-cut-production-amid-lower-gas-prices-11667304001?mod=hp_lista_pos5
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https://www.ft.com/content/7f2d77f2-4221-4b99-b939-373a70b1330c
https://www.politico.eu/article/brought-to-the-brink-denmark-prime-minister-faces-elections/?utm_source=POLITICO.EU&utm_campaign=6171020967-EMAIL_CAMPAIGN_2022_11_01_05_22&utm_medium=email&utm_term=0_10959edeb5-6171020967-190480045
https://www.politico.eu/article/brought-to-the-brink-denmark-prime-minister-faces-elections/?utm_source=POLITICO.EU&utm_campaign=6171020967-EMAIL_CAMPAIGN_2022_11_01_05_22&utm_medium=email&utm_term=0_10959edeb5-6171020967-190480045
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Brazil:  More than a day after leftist firebrand Luiz Inácio Lula da Silva was declared the winner 

of Sunday’s presidential election, incumbent President Jair Bolsonaro still has not conceded the 

contest.  Truckers, who have made up a large share of Bolsonaro’s constituency, are disrupting 

traffic at hundreds of locations around the country to show their support for the president.  Other 

major supporters of Bolsonaro have recognized Lula’s win, but the incumbent’s failure to 

concede so far raises the risk that he will officially contest and spark a constitutional crisis. 

 

Israel:  Today, the country is holding its fifth parliamentary election since 2019, with polls 

predicting a tight vote that will give neither center-left Prime Minister Lapid nor right-wing 

opposition leader Netanyahu a clear path to power. 

 

Iran:  The anti-government protests sparked by the death of a woman in the custody of Iran’s 

morality police on September 16 have continued in recent days despite a warning to stop by 

Major Gen. Hossein Salami, the commander of Iran’s Islamic Revolutionary Guard Corps.  The 

direct warnings from Gen. Salami appeared to be part of a new strategy to target students more 

directly. 

 

U.S. Monetary Policy:  Officials at the Federal Reserve begin their latest policymaking meeting 

today, with their decision due on Wednesday afternoon.  The officials are widely expected to 

hike their benchmark fed funds interest rate by another 75 basis points, but investors are also 

hoping that they will signal more moderate rate hikes going forward out of fear that tighter 

monetary policy could send the U.S. economy into a sharp downturn.  Meanwhile, derivative 

markets suggest that investors are now betting that the Fed policymakers will have to keep 

interest rates higher for longer before they finally bring inflation pressures down to acceptable 

levels. 

 

U.S. Tax Policy:  President Biden yesterday called for a windfall profits tax on energy producers 

that benefit from today’s high energy prices but don’t reinvest their profits in order to help bring 

down prices.  Of course, the proposal would face major hurdles in Congress, especially if the 

Republicans win the House and/or Senate in next week’s midterm election.  All the same, the 

proposal highlights the tax and regulatory risk that energy companies face as they rake in profits 

because of high prices. 

 

U.S. Antitrust Policy:  Yesterday, a federal judge ruled in favor of a Justice Department move 

to block the planned merger of book publishers Penguin Random House and Simon & Schuster, 

on grounds that the combination would lessen competition in the market for publishing rights.  

The decision highlights the more aggressive antitrust stance taken by the Biden administration. 

 

U.S. Economic Releases  
 

The table below lists the economic releases and/or Federal Reserve events scheduled for the rest 

of the day.  

 

https://www.wsj.com/articles/brazilian-president-remains-silent-a-day-after-losing-election-11667243418?mod=hp_listb_pos1
https://www.ft.com/content/deec1d37-38ce-40b8-820b-11a4a072ddb1
https://www.ft.com/content/deec1d37-38ce-40b8-820b-11a4a072ddb1
https://www.wsj.com/articles/israelis-head-to-polls-in-fifth-election-since-2019-11667249721?mod=hp_lead_pos10
https://www.wsj.com/articles/iranian-protesters-defy-military-calls-to-stay-home-11667232771
https://www.wsj.com/articles/iranian-protesters-defy-military-calls-to-stay-home-11667232771
https://www.wsj.com/articles/fed-meeting-to-focus-on-interest-rates-coming-path-11667295181
https://www.wsj.com/articles/fed-meeting-to-focus-on-interest-rates-coming-path-11667295181
https://www.ft.com/content/18cfa0e6-c10f-413a-96b8-cc6118e4e84f
https://www.ft.com/content/18cfa0e6-c10f-413a-96b8-cc6118e4e84f
https://www.wsj.com/articles/traders-expect-higher-interest-rates-to-stay-for-foreseeable-future-11667299354?mod=markets_lead_pos3
https://www.wsj.com/articles/traders-expect-higher-interest-rates-to-stay-for-foreseeable-future-11667299354?mod=markets_lead_pos3
https://www.wsj.com/articles/biden-calls-for-penalties-on-oil-and-gas-companies-windfall-profits-11667252343
https://www.wsj.com/articles/biden-calls-for-penalties-on-oil-and-gas-companies-windfall-profits-11667252343
https://www.ft.com/content/8d030cbc-e4ef-4e37-b64c-575cf4cc6c1d
https://www.ft.com/content/8d030cbc-e4ef-4e37-b64c-575cf4cc6c1d
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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. 

 

 
 

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. 

 

EST Indicator Expected Prior Rating

9:45 S&P Manufacturing PMI m/m Oct F 49.9 49.9 ***

10:00 ISM Manufacturing PMI m/m Oct 50 50.9 **

10:00 ISM Manufacturing PMI - Employment m/m Oct 48.7 *

10:00 ISM Manufacturing PMI - New Orders m/m Oct 47.1 **

10:00 ISM Manufacturing PMI - Prices Paid m/m Oct 53.0 51.7 **

Wards Total Vehicle Sales m/m Oct 14.50m 13.49m *

10:00 Construction Spending MoM m/m Sep -0.6% -0.7% **

10:00 JOLTS Job Openings m/m Sep 9.750m 10.053m **

Economic Releases

Federal Reserve

No Fed speakers or events for the rest of today

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Japan Jibun Bank Manufacturing PMI m/m Oct F 50.7 50.7 *** Equity and bond neutral

Vehicle Sales y/y Oct 19.70% 17.80% ** Equity bullish, bond bearish

Australia S&P Global Australia PMI Mfg m/m Oct F 52.7 52.8 *** Equity and bond neutral

Commodity Index SDR y/y Oct 22.4% 30.60% 31.9% ** Equity and bond neutral

New Zealand Building Permits m/m Sep 3.8% -1.6% ** Equity bullish, bond bearish

South Korea Trade Balance m/m Oct -$6.700b -$3.770b -$3.700b * Equity and bond neutral

Exports y/y Oct -5.7% 2.8% 2.1% *** Equity bearish, bond bullish

Imports y/y Oct 9.9% 18.6% 6.6% ** Equity bearish, bond bullish

S&P Global South Korea PMI Mfg m/m Oct 48.2 47.3 *** Equity and bond neutral

China Caixin Manufacturing PMI m/m Oct 49.2 48.1 48.5 *** Equity bullish, bond bearish

India S&P Global India PMI Mfg m/m Oct 55.3 55.1 *** Equity and bond neutral

EUROPE

Germany Import Price Index y/y Sep 29.8% 32.7% 31.0% ** Equity bullish, bond bearish

UK Nationwide House Price Index y/y Oct 7.2% 9.5% 8.2% *** Equity bullish, bond bearish

S&P Golbal/CIPS Manufacturing PMI m/m Oct F 46.2 45.8 45.8 *** Equity bearish, bond bullish

Switzerland Manufacturing PMI m/m Oct 54.9 57.1 55.6 *** Equity bullish, bond bearish

Russia S&P Manufacturing PMI m/m Oct 50.7 52.0 50.1 *** Equity bearish, bond bullish

AMERICAS

Brazil Industrial Production y/y Sep 0.4% 2.8% 0.5% *** Equity and bond neutral

Brazil Net Debt % GDP m/m Sep 58.3% 58.2% 57.9% * Equity bullish, bond bearish
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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. 
 

 
 

 

 

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 444 441 3 Up

3-mo T-bill yield (bps) 400 405 -5 Up

TED spread (bps) 44 36 8 Widening

U.S. Sibor/OIS spread (bps) 414 413 1 Up

U.S. Libor/OIS spread (bps) 417 417 0 Up

10-yr T-note (%) 3.94 4.05 -0.11 Up

Euribor/OIS spread (bps) 170 164 6 Neutral

Currencies Direction

Dollar Down Up

Euro Up Down

Yen Up Down

Pound Up Down

Franc Up Down

Central Bank Action Current Prior Expected

RBA Cash Rate Target 2.850% 2.600% 2.850% On Forecast

Price Prior Change Explanation

Brent $94.73 $92.81 2.07%

WTI $88.39 $86.53 2.15%

Natural Gas $6.17 $6.36 -2.86%

Crack Spread $35.24 $35.78 -1.51%

12-mo strip crack $31.78 $31.80 -0.05%

Ethanol rack $2.78 $2.77 0.28%

Metals

Gold $1,653.55 $1,633.56 1.22%

Silver $19.93 $19.16 4.02%

Copper contract $348.75 $337.50 3.33%

Grains

Corn contract $691.25 $691.50 -0.04%

Wheat contract $878.50 $882.25 -0.43%

Soybeans contract $1,436.75 $1,419.50 1.22%

Shipping

Baltic Dry Freight 1,463            1,534            -71

Actual Expected Difference

Crude (mb) 1.5

Gasoline (mb) -1.5

Distillates (mb) -1.0

Refinery run rates (%) 0.0%

Natural gas (bcf) 61

Energy Markets

DOE Inventory Report
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Weather 

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

eastern half of the country, and cooler-than-normal temperatures for the rest of the country. 

Wetter-than-normal conditions are anticipated for most of the country with dry conditions 

expected in the Southeast and Midwest.   
 

Tropical Storm Lisa is moving through Honduras and is expected to make its way to Southern 

Mexico later this week. There is another disturbance in the Atlantic, but it is unlikely to make 

landfall.  The tropical storm season traditionally ends November 1, so we will end regular 

coverage of the tropics but will continue to report if storms develop. 
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Data Section 
 

U.S. Equity Markets – (as of 10/31/2022 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 10/31/2022 close) 
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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 

 

October 27, 2022 
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P/E as of 10/26/2022 = 17.8x

 
 

Based on our methodology,1 the current P/E is 17.8x, up 0.2x from last week.  Rising index 

values and falling earnings led to the rise in the multiple. 
 

 

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. 


