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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 3, 2021—9:30 AM EDT] Global equity markets are mixed this morning.  

In Europe, the EuroStoxx 50 is down 0.1% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed down 0.4%.  In contrast, Chinese markets were mixed, with the Shanghai Composite 

down 0.2% from its prior close and the Shenzhen Composite up 0.1%.  U.S. equity index futures 

are signaling a flat to lower open.  With 347 companies having reported, the S&P 500 Q3 2021 

earnings stand at $54.00, higher than the $50.34 forecast for the quarter.  The forecast reflects a 

27.5% increase from Q3 2020 earnings.  Thus far this quarter, 83.0% of the companies have 

reported earnings above forecast, while 13.5% 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 (11/1/2021): “Approaching A Traffic Light in Germany” 

• 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” 

 

In today’s Comment, we open with a slew of U.S. news ranging from a preview of today’s 

Federal Reserve decision on monetary policy to a new administration antitrust case.  We next 

share a few thoughts on various global and international issues.  We wrap up with the latest 

developments related to the coronavirus pandemic. 

 

U.S. Monetary Policy:  The Federal Reserve will issue its latest decision on monetary policy 

today.  It is widely expected the officials will announce a tapering plan to slow and eventually 

end the Fed’s balance sheet expansion by around mid-2022.  Chair Powell has stressed that the 

benchmark fed funds interest rate would likely be kept near 0% for some time after the balance 

sheet has been capped, but there is still some potential for volatility in the bond market as policy 

decisions are announced or if investors concerned about inflation and currency debasement try to 

force the Fed’s hand. 

 

 

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_11_1_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.ft.com/content/d10c157f-5530-48a0-9c5f-afed19057d8a
https://www.wsj.com/articles/fed-prepares-to-taper-but-markets-crave-more-insight-on-rate-rises-11635931804?mod=hp_lead_pos2
https://www.wsj.com/articles/fed-prepares-to-taper-but-markets-crave-more-insight-on-rate-rises-11635931804?mod=hp_lead_pos2
https://www.wsj.com/articles/jerome-powells-dashboard-casts-doubt-on-inflation-easing-quickly-11635845401
https://www.wsj.com/articles/jerome-powells-dashboard-casts-doubt-on-inflation-easing-quickly-11635845401
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U.S. Fiscal Policy:  As Democrats in Congress continue to haggle over their $1.85 trillion 

healthcare, education, and climate-change bill, they’ve reportedly come to an agreement on a 

series of measures designed to bring down prescription drug prices. 

• The agreement, backed by the White House, would: 

o Empower Medicare to negotiate the price of some drugs; 

o Penalize drug companies for raising prices faster than the rate of inflation; 

o Cap out-of-pocket drug costs for seniors at $2,000 annually, including a $35 

monthly maximum for insulin. 

• The agreement will likely meet some Democrats’ demands for the bill, but the legislation 

will still face resistance from moderates like Senator Joe Manchin of West Virginia.  We 

continue to see a significant risk that no legislation will get done, at least in the near term. 

 

U.S. Antitrust Policy:  Reflecting the Biden administration’s more stringent approach to 

antitrust policy, the Justice Department yesterday filed a lawsuit to block top book publisher 

Random House from completing its proposed $2.2 billion purchase of rival Simon & Schuster.  

Random House is a unit of Bertelsmann SE (BTG4.SG, 357.00), while Simon & Schuster is a 

unit of ViacomCBS (VIAC, $37.37) 

• Interestingly, the Justice Department’s suit doesn’t rest on any economic harm that might 

be imposed on book purchasers by way of higher prices and the like.  Rather, it’s based 

on concerns that the combination could weaken the compensation paid to authors. 

• In any case, the suit underlines the increasing regulatory risk on companies, as some legal 

scholars and activists argue that antitrust concerns shouldn’t be limited to just consumer 

prices and other harms to consumers. 

 

U.S. Politics:  Democrats got taken to the political woodshed in yesterday’s gubernatorial 

election in Virginia, and they may still lose the New Jersey governorship as well when the ballot 

counting is done there.  With almost all the Virginia votes counted, Republican candidate Glenn 

Youngkin has received about 51.0% of the vote to Democrat Terry McAuliffe’s 48.4%. 

• Initial indications suggest the Republicans benefited from a much stronger turnout of 

their base than the Democrats, although analysts also point to Youngkin’s success in 

highlighting local education issues and not associating too closely with former President 

Trump. 

• A key question now is how the Democrats will understand their loss and how they might 

adjust their strategy going forward.  A prevalent theory among analysts is that the 

Democrats have become too wedded to “identity politics” and other issues that resonate 

with highly educated, affluent, white voters in major cities, rather than the economic and 

cultural issues that are more salient to the legions of lower-middle-class and working-

class voters that Republicans have made gains with.  In today’s populism-driven politics, 

that failure to adjust could help cement Republican control of the federal and state 

governments into the future. 

 

U.S. Labor Market:  Most union employees at Deere (DE, $355.30) voted to reject a second, 

richer contract offer and continue their three-week strike against the company.  Workers at two 

https://www.wsj.com/articles/democrats-reach-deal-on-prescription-drug-pricing-schumer-says-11635879481?mod=hp_lead_pos11
https://www.wsj.com/articles/democrats-reach-deal-on-prescription-drug-pricing-schumer-says-11635879481?mod=hp_lead_pos11
https://www.wsj.com/articles/justice-department-sues-to-block-penguin-random-houses-acquisition-of-simon-schuster-11635866422?mod=hp_lead_pos3
https://www.wsj.com/articles/justice-department-sues-to-block-penguin-random-houses-acquisition-of-simon-schuster-11635866422?mod=hp_lead_pos3
https://www.wsj.com/articles/virginia-governor-election-youngkin-results-11635884218?mod=politics_lead_pos1
https://www.wsj.com/articles/new-jersey-governor-race-is-still-too-close-to-call-11635940355
https://www.wsj.com/articles/deere-workers-cast-ballots-on-new-contract-offer-11635876317?mod=hp_featst_pos4
https://www.wsj.com/articles/deere-workers-cast-ballots-on-new-contract-offer-11635876317?mod=hp_featst_pos4
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parts plants in Denver and Atlanta, who work under a separate contract, voted to approve an 

offer with identical economic terms as the one that the other employees rejected.  We still think 

the vote to reject illustrates how many workers are now increasingly confident in their market 

power. 

• Potentially, that could point to further labor action, bigger wage gains, and perhaps even 

some additional inflation pressure in the coming years. 

• We continue to believe that today’s high inflation rate will moderate over time as supply 

chain disruptions get worked out and pent-up demand peters out, but tighter labor 

markets, increased regulation, and reduced globalization could well mean that inflation 

won’t fall all the way back down to the levels common before the pandemic. 

 

Climate Summit:  On the sidelines of the COP26 summit on climate change in Glasgow, former 

Bank of England Governor Carney said his Glasgow Alliance for Net Zero (GFANZ) group has 

gotten commitments from global financial firms for $130 trillion of private capital to help 

achieve net-zero greenhouse gas emissions by 2050. 

• However, even some climate activists have expressed skepticism about whether the funds 

will really be allocated to effective climate projects over time. 

• Besides the skepticism on financing commitments, some green energy firms also face 

more mundane operations issues, ranging from low wind speeds to supply disruptions. 

 

United States-Russia:  In another sign that the Biden administration is looking for ways to ease 

tensions with Russia so it can focus on other priorities, most notably China, CIA Director Burns 

today was in Moscow for a meeting with his counterpart at Russia’s Foreign Intelligence Service 

(one successor to the KGB) and the head of President Putin’s security council. 

 

Japan:  For the first time since 2013, the Bank of Japan and the government’s top economic 

officials have reaffirmed their commitment to cooperate on achieving 2% inflation.  The move 

could temper market worries that the goal might be abandoned after years of below-target 

inflation or that stimulus might be withdrawn now that Prime Minister Kishida has been formally 

elected for a full term. 

 

France-United Kingdom:  After threatening punitive measures against Britain for denying 

licenses to French boats seeking to fish in British waters under the post-Brexit trade deal 

between the U.K. and the EU, President Macron said he would delay the measures in order to 

“give a chance” to last-ditch talks aiming to resolve the dispute.  Macron’s action seems to have 

diffused the situation for now, but it still appears that the U.K. is chafing under the trade deal and 

will likely continue to pursue changes to it in the future. 

 

China:  During a meeting with China’s top market regulator, Premier Li said the government 

needs to lower fees and taxes for businesses, particularly struggling small and medium-sized 

enterprises, to counter the country’s economic slowdown. 

• Tax cuts would probably be a relatively healthier way for the government to deal with the 

slowdown stemming from the country’s energy shortage, disruptive pollution controls, 

and new restrictions on the real estate sector. 

https://www.ft.com/content/8f7323c8-3197-4a69-9fcd-1965f3df40a7
https://www.ft.com/content/8f7323c8-3197-4a69-9fcd-1965f3df40a7
https://www.ft.com/content/b03713d6-5e87-414e-8da3-506163f6497e
https://www.ft.com/content/b03713d6-5e87-414e-8da3-506163f6497e
https://www.rferl.org/a/cia-burns-moscow-svr/31543107.html
https://www.rferl.org/a/cia-russia-burns-talks/31541958.html
https://www.japantimes.co.jp/news/2021/11/03/business/economy-business/kishida-boj-inflation-goal/
https://www.ft.com/content/52dc1eb1-f2b0-4607-a561-8ee63e05e350
https://www.scmp.com/economy/china-economy/article/3154701/china-must-ease-small-firms-tax-burden-amid-downward-pressure?utm_medium=email&utm_source=cm&utm_campaign=enlz-today_international&utm_content=20211103&tpcc=enlz-today_international&UUID=4c6366e3-f0b7-4916-867f-108f3c76009e&next_article_id=3154654&article_id_list=3154701,3154654,3154698,3154680,3154702,3154634,3154717,3154716&tc=7&CMCampaignID=bc64309d160d285069c583bf36eeda17
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• However, as in the past, officials could eventually be tempted to roll out bigger spending 

and lending programs that would prolong China’s debt problems. 

 

Ethiopia:  The government has declared a state of emergency as rebel forces from the northern 

Tigray Region said they were gaining ground and authorities in the capital prepared for a 

possible military assault. 

 

COVID-19:  Official data show confirmed cases have risen to 247,740,899 worldwide, with 

5,017,139 deaths.  In the United States, confirmed cases rose to 46,172,312, with 748,630 deaths.  

Vaccine doses delivered in the U.S. now total 521,502,845, while the number of people who 

have received at least their first shot totals 221,961,370.  Finally, here is the interactive chart 

from the Financial Times that allows you to compare cases and deaths among countries, scaled 

by population.   

 

Virology 

• According to the latest CDC data, 66.9% of the U.S. population has now received at least 

one dose of a vaccine, and 58.1% of the population is fully vaccinated. 

• The CDC gave final approval to use the vaccine developed by Pfizer (PFE, $45.45) and 

BioNTech (BNTX, $289.48) on children aged 5 to 11.  The vaccine, at one-third the 

dosage of the adult version, could be administered to many children as early as today, 

although many parents are likely to hold off on vaccinating their children immediately. 

• In many European countries, the latest wave of the pandemic continues to recede, but in 

Russia, cases continue to surge, and the death toll reached a record for the second straight 

day. 

 

Economic and Financial Market Impacts 

• As the latest wave of infections recedes in many countries and economic activity and 

prices continue to rebound, negative bond yields are becoming less common in Europe. 

o French, Irish, Dutch, and Swiss yields have all either turned positive or flirted 

with the line in recent weeks and months. 

o German 10-year bond yields, the region’s benchmark, are still negative but rose as 

high as -0.07% this week, the closest they have come to turning positive since 

April 2019. 

 

U.S. Economic Releases  

 

Mortgage applications fell slightly last week, according to the Mortgage Bankers Association.  In 

the week ending October 29, the MBA mortgage applications index fell 3.3% from the prior 

week.  The applications index for purchases fell 1.6% from the prior week, while the refinancing 

index fell 4.3%.  The average 30-year fixed-rate mortgage fell 6 bps from 3.30% to 3.24%.  

 

U.S. firms expanded their payrolls at a faster than expected pace in October, according to the 

ADP National Employment Report.  Last month, private payrolls increased by 571K from the 

https://www.ft.com/content/fd336b4b-bd74-453f-8c68-96ab516cb11a
https://www.ft.com/content/fd336b4b-bd74-453f-8c68-96ab516cb11a
https://www.nytimes.com/live/2021/11/03/world/covid-delta-variant-vaccine
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://covid.cdc.gov/covid-data-tracker/#vaccinations
https://ig.ft.com/coronavirus-chart/?areas=usa&areas=gbr&cumulative=0&logScale=1&perMillion=0&values=deaths
https://www.wsj.com/articles/cdc-advisers-to-discuss-pfizer-biontech-covid-19-vaccine-for-young-children-11635845401?mod=hp_lead_pos4
https://www.wsj.com/articles/cdc-advisers-to-discuss-pfizer-biontech-covid-19-vaccine-for-young-children-11635845401?mod=hp_lead_pos4
https://www.wsj.com/articles/as-covid-19-vaccines-approach-for-young-kids-many-parents-plan-to-wait-11635863532
https://www.rferl.org/a/russia-covid-deaths-record/31543125.html
https://www.rferl.org/a/russia-covid-deaths-record/31543125.html
https://www.wsj.com/articles/negative-bond-yields-recede-in-europe-11635932524?mod=hp_lista_pos4


 

 

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

www.confluenceinvestment.com 

 5 

prior month compared to expectations of 400K.  The prior report was revised downward from 

568K to 523K. 

 

 
 

The chart above shows the change in the private payrolls as reported by ADP and the Bureau of 

Labor of Statistics.  In October, ADP showed private payrolls expanded 0.5% from the prior 

month.  Assuming that the BLS report shows similar growth, private payroll should come in at 

580K on Friday. 

 

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 Markit US Composite PMI m/m Oct 57.3 **

9:45 Markit US Services PMI m/m Oct 58.2 58.2 **

10:00 ISM Services Index m/m Oct 62.0 61.9 **

10:00 Factory Orders m/m Sep 0.1% 1.2% **

10:00 Factory Orders Ex Trans m/m Sep 0.0% 0.5% **

10:00 Durable Goods Orders m/m Sep -0.4% -0.4% **

10:00 Durables Ex Transportation m/m Sep 0.4% 0.4% **

10:00 Cap Goods Orders Nondef Ex Air m/m Sep 0.8% **

10:00 Cap Goods Ship Nondef Ex Air m/m Sep 1.4% **

EST Speaker or event

14:00 FOMC Rate Decision

Fed Speakers or Events

District or position

Federal Reserve Board  
 

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 
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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 Composite m/m Oct 51.5 51.4 ** Equity and bond neutral

Caixin China PMI Services m/m Oct 53.8 53.4 53.1 ** Equity bullish, bond bearish

India Markit India PMI Services m/m Oct 58.4 55.2 ** Equity bullish, bond bearish

Markit India PMI Composite m/m Oct 58.7 55.3 ** Equity bullish, bond bearish

Australia Markit Australia PMI Services m/m Oct 51.8 52 ** Equity and bond neutral

Markit Australia PMI Composite m/m Oct 52.1 52.2 ** Equity and bond neutral

Building Approvals m/m Sep -4.3% 6.8% -2.0% ** Equity bearish, bond bullish

New Zealand Average Hourly Earnings q/q 3Q 1.2% 0.7% 1.5% ** Equity and bond neutral

Participation Rate q/q 3Q 71.2% 70.5% 70.5% ** Equity bullish, bond bearish

Employment Change q/q 3Q 2.0% 1.0% 0.4% *** Equity bullish, bond bearish

Unemployment Rate q/q 3Q 3.4% 4.0% 3.9% *** Equity bullish, bond bearish

South Korea Foreign Reserves m/m Oct $469.21b $463.97b * Equity and bond neutral

EUROPE

Eurozone Unemployment Rate m/m Sep 7.4% 7.5% 7.4% *** Equity and bond neutral

France Budget Balance YTD m/m Sep -175.1b -178.0b ** Equity and bond neutral

Italy Unemployment Rate m/m Sep 9.2% 9.3% 9.3% *** Equity bullish, bond bearish

UK Nationwide House PX m/m Oct 0.7% 0.1% 0.3% ** Equity bullish, bond bearish

Official Reserves Changes m/m Oct -$100m -$888m * Equity bullish, bond bearish

Markit/CIPS UK Services PMI m/m Oct 59.1 58.0 58.0 ** Equity bullish, bond bearish

Markit/CIPS UK Composite PMI m/m Oct 57.8 56.8 56.8 ** Equity bullish, bond bearish

Russia Markit Russia PMI Services m/m Oct 48.8 50.5 49.7 ** Equity bearish, bond bullish

Markit Russia PMI Composite m/m Oct 49.5 50.5 ** Equity bearish, bond bullish

Money Supply Narrow Def w/w 29-Oct 14.29t 14.36t ** Equity and bond neutral

AMERICAS

Brazil FIPE CPI - Monthly m/m Oct 1.0% 1.1% 1.0% ** Equity and bond neutral

FGV CPI IPC-S w/w 31-Oct 0.77% 1.05% 0.87% ** Equity and bond neutral  
 

Financial Markets 
 

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

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

a certain move merits further explanation. 

 
Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 14 13 1 Down

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

TED spread (bps) 10 8 2 Neutral

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

10-yr T-note (%) 1.53 1.55 -0.02 Down

Euribor/OIS spread (bps) -57 -56 -1 Neutral

EUR/USD 3-mo swap (bps) 18 19 -1 Down

Currencies Direction

dollar Flat Neutral

euro Flat Up

yen Flat Neutral

pound Flat Neutral

franc Up Neutral  
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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. 
 

Price Prior Change Explanation

Brent $83.17 $84.72 -1.83% Growth Pessimism

WTI $82.12 $83.91 -2.13%  

Natural Gas $5.49 $5.54 -0.94%  

Crack Spread $19.59 $19.67 -0.44%

12-mo strip crack $21.36 $21.35 0.03%

Ethanol rack $3.06 $3.06 0.03%

Gold $1,782.28 $1,787.76 -0.31%

Silver $23.56 $23.54 0.08%

Copper contract $442.00 $436.60 1.24%

Corn contract $572.00 $573.00 -0.17%

Wheat contract $795.00 $791.50 0.44%

Soybeans contract $1,254.50 $1,256.25 -0.14%

Baltic Dry Freight 3,187            3,428            -241

Actual Expected Difference

Crude (mb) 2.0

Gasoline (mb) -1.0

Distillates (mb) -1.1

Refinery run rates (%) 0.50%

Natural gas (bcf) 67.0

Shipping

Energy Markets

Metals

Grains

DOE inventory report

 
 

Weather 

 

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

throughout the Pacific and in southern Florida, with warmer-than-normal temperatures for the 

rest of the country.  The forecasts call for wet conditions for most of the country, with dry 

conditions expected throughout the New England and Southwest regions. Tropical Storm Wanda 

is floating deeper into the Atlantic and is not expected to make landfall anywhere. 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 11/2/2021 close) 

 

  

0.0% 50.0% 100.0%

Consumer Staples
Utilities

Communication Services
Industrials
Healthcare

Materials
S&P 500

Technology
Consumer Discretionary

Real Estate
Financials

Energy

YTD Total Return

-2.0% -1.0% 0.0% 1.0% 2.0%

Energy

Consumer Discretionary

Communication Services

Utilities

Financials

Industrials

S&P 500

Real Estate

Healthcare

Consumer Staples

Technology

Materials

Prior Trading Day Total Return

(Source: Bloomberg) 
 

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

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

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

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

Asset Class Performance – (as of 11/2/2021 close) 

 

-20.0% 0.0% 20.0% 40.0%

US Government Bond

US Corporate Bond

Emerging Markets ($)

Cash

Emerging Markets (local currency)

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 

 

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. 


