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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: October 10, 2022—9:30 AM EDT] Global equity markets are lower this morning. In 

Europe, the Euro Stoxx 50 is currently down 0.2% from its prior close. In Asia, the MSCI Asia 

Apex 50 Index closed down 1.8%. Chinese markets were lower, with the Shanghai Composite 

down 1.7% from its prior close and the Shenzhen Composite down 2.7%. U.S. equity index 

futures are signaling a slightly 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:  
 

• Bi-Weekly Geopolitical Report (9/26/2022) (with associated podcast) “Updates on 

Russia-Ukraine and Armenia-Azerbaijan” 

• Weekly Energy Update (10/6/2022): We discuss the OPEC production cuts and rising 

concerns about Germany’s subsidy package.   

• Asset Allocation Quarterly – Q3 2022 (7/19/2022): Discussion of our asset allocation 

process, Q3 2022 portfolio changes, and our outlook for the markets 

• Asset Allocation Q3 2022 Rebalance Presentation (8/4/2022): Video presentation 

featuring the Asset Allocation Committee as they review our asset allocation strategies, 

recent portfolio changes, and the current macro environment 

• Asset Allocation Bi-Weekly (10/3/2022) (with associated podcast): “The Gold Paradox” 

• Confluence of Ideas podcast (8/9/2022): “The 2022 Outlook: Update #2” 

• Current Perspectives: “2022 Outlook: Update #2 – The Tails Become Fatter” 

(7/12/2022)  

 

Good morning and happy Monday!  It’s a federal holiday today, so banks and the cash Treasury 

market are closed today.  However, equities are open for business.  As noted above, U.S. equity 

futures are modestly lower this morning, while the dollar continues to appreciate.  It’s going to 

be a busy week as Q3 earnings season kicks off, China is holding its CPC meetings to give 

General Secretary Xi another term (see below), the IMF/World Bank meetings are held in 

Washington (look for the IMF to lower its global growth forecasts)—but wait, there’s more—it’s 

also inflation week, with CPI coming out on Thursday.  So, settle in, there are plenty of factors to 

boost market volatility. 

 

In today’s Comment, we begin with an update on the war in Ukraine, with a special look at the 

bridge attack.  China news comes next, where we discuss the U.S.’s further tightening of 

semiconductor export controls.  The international news roundup follows where we note that the 
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BOE is preparing markets for what follows after its Gilt intervention activities end.  We close 

with economics and finance news.   

 

Ukraine War:  We cover the attack on the Kerch Strait Bridge and other news items from the 

conflict. 

• Over the weekend, social media showed dramatic footage1 of an explosion and fire from 

what is being described as a truck bombing of the Kerch Strait Bridge.  According to 

reports, a truck bomb exploded and caused seven fuel cars on the adjacent railroad tracks 

to catch fire as well.  The bridge is a key link between Crimea and Russia and is an 

important symbol of Russia’s annexation of the peninsula.  It is also a key logistical link 

to supporting Russia’s war effort.  So far, Ukraine has not taken official responsibility for 

the attack, which Putin has dubbed a “terrorist act,” but it is highly likely that Kyiv is 

behind that action.   

 
(Source:  Russia Briefing)  

 

Although the bridge was heavily damaged, it is still partially operable.  The footage of 

the railroad bridge in flames was notable, but according to reports, some rail traffic has 

resumed.  However, reports suggest that trains are moving slowly, perhaps worried about 

the structural integrity of the line.  In addition, as one would expect, security checks have 

intensified, which has slowed traffic.  Finally, some lanes remain open for auto traffic, 

but trucks have been banned.  To make up for the break in the bridge, a ferry service has 

restarted.   

 
1 Along with some rather funny twitter memes.  

https://www.wsj.com/articles/major-explosion-hits-the-bridge-between-crimea-and-russia-halting-traffic-11665215052?st=yfvaraqn0sg5utk&reflink=desktopwebshare_permalink
https://www.axios.com/2022/10/08/kerch-bridge-damage-ukraine-russia?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
https://twitter.com/RALee85/status/1578598220631920641?utm_source=substack&utm_medium=email
https://www.ft.com/content/d3db052a-2471-4c45-849d-21c58e58ffd9
https://www.ft.com/content/6e807a1a-f5b7-4e04-8770-6dec3835f13c
https://www.nytimes.com/2022/10/08/world/europe/crimea-kerch-strait-bridge-explosion-explainer.html?smid=url-share
https://www.nytimes.com/2022/10/08/world/europe/crimea-kerch-strait-bridge-explosion-explainer.html?smid=url-share
https://www.ft.com/content/453d8aff-b8f2-42a3-919b-10a327475dfb
https://www.wsj.com/articles/attack-on-russias-kerch-bridge-hits-crucial-link-for-crimea-and-troops-11665342526?st=e1nb1r1oehjkxt4&reflink=desktopwebshare_permalink
https://www.nytimes.com/2022/10/09/world/europe/putin-ukraine-crimea-bridge-terrorism.html?smid=url-share
https://www.russia-briefing.com/news/kerch-strait-bridge-europes-longest-nears-completion.html/
https://www.nytimes.com/2022/10/09/world/europe/russia-crimea-kerch-bridge-traffic.html?smid=url-share
https://www.wsj.com/articles/russia-scrambles-to-reconnect-supply-lines-to-crimea-after-bridge-explosion-11665309769?st=uqcq0aromxfem5c&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/russia-scrambles-to-reconnect-supply-lines-to-crimea-after-bridge-explosion-11665309769?st=uqcq0aromxfem5c&reflink=desktopwebshare_permalink
https://twitter.com/OleksiyDanilov/status/1578636142055870464?s=20&t=4c27RlWr2KprIkcLYfUraw&utm_source=substack&utm_medium=email
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In response to the attack, Russia launched missile strikes (during rush hour no less) 

against Kyiv and several other cities in what looks to be a direct attack on civilian targets.  

Moscow is threatening additional strikes in retaliation. 

 

Overall, this attack is a massive blow to the Kremlin.  For those living in Crimea, the 

severing of the bridge will raise questions about their security.  For the Russian military, 

the logistical disruptions are coming at a bad time in the war.  There are rumors of yet 

another shakeup in the command structure.  There are also reports of growing dissention 

within the Putin regime.  The fact that this attack occurred around Putin’s birthday has to 

be problematic for the Russian president.   

• Meanwhile, in other war news, Ukrainian forces continue to press into Russian occupied 

areas. 

 

• Ukrainian forces have been using the Starlink system, a satellite internet system built by 

Elon Musk.  There are reports of outages, which has undermined Ukrainian military 

communications.  It is unclear why these are occurring, but the company suggests that the 

system has been brought down occasionally to prevent Russian interference.   

• Russian shelling has forced the Zaporizhzhia nuclear power plant to go offline, although 

there are reports that power has been restored.  The plant does have backup diesel 

generators to cool the core, but there is only about a week’s worth of fuel.  There are 

worries that the reactor may melt down if the disruptions continue.   

https://www.ft.com/content/24da8f9c-e27b-4522-a520-d2d29f8f2469
https://www.reuters.com/world/europe/russias-ria-state-agency-reports-fuel-tank-fire-kerch-bridge-crimea-2022-10-08/
https://www.wsj.com/articles/explosions-rock-kyiv-in-first-attack-on-ukraines-capital-in-months-11665384662?st=w0l0bi9kutblpen&reflink=desktopwebshare_permalink
https://www.bloomberg.com/news/articles/2022-10-10/blasts-hit-kyiv-after-putin-blames-ukraine-for-bridge-attack?utm_source=substack&utm_medium=email#xj4y7vzkg
https://www.nytimes.com/2022/10/08/world/europe/ukraine-crimea-bridge-explosion.html?smid=url-share
https://www.washingtonpost.com/national-security/2022/10/07/putin-inner-circle-dissent/?utm_source=substack&utm_medium=email
https://www.nytimes.com/2022/10/08/world/europe/ukrainians-crimea-bridge-memes.html?smid=url-share
https://www.axios.com/newsletters/axios-am-5b0e1381-1791-4e5e-8469-8211938173a7.html?chunk=1&utm_term=emshare#story1
https://www.nytimes.com/interactive/2022/world/europe/ukraine-maps.html?campaign_id=51&emc=edit_mbe_20221010&instance_id=74214&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=109532&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.nytimes.com/interactive/2022/world/europe/ukraine-maps.html?campaign_id=51&emc=edit_mbe_20221010&instance_id=74214&nl=morning-briefing%3A-europe-edition&regi_id=5677267&segment_id=109532&te=1&user_id=cf9e3e54fec2ede829d24b038d8ab9e3
https://www.ft.com/content/9a7b922b-2435-4ac7-acdb-0ec9a6dc8397
https://www.nytimes.com/2022/10/08/world/europe/zaporizhzhia-nuclear-power-plant-offline.html?smid=url-share
https://www.npr.org/2022/10/09/1127750930/ukraine-russia-nuclear-plant-restored-temporary
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• In our most recent BWGR, we noted that Russia has been so consumed by the war in 

Ukraine that it is losing its ability to project its influence in the southern periphery.  The 

New York Times confirms this observation.  Kyrgyzstan has abruptly cancelled joint 

military exercises with Russia, and no official explanation has been offered, although we 

believe that Moscow’s inability to intervene in recent tensions between Kyrgyzstan and 

Tajikistan is likely to blame.  We also note that China has been deepening ties to Georgia, 

another nation that Russia believes is in its sphere of influence. 

• As we noted in recent reports surrounding the Nord Stream 1 and 2 pipeline attacks, there 

is growing concern that Russia may be attacking European infrastructure.  There has been 

a recent sabotage of Germany’s rail system.  German security officials are investigating.   

 

China News:  As General Secretary Xi prepares for a third term (unprecedented in the post-Mao 

era), the Biden administration is continuing to restrict semiconductor chip sales to Beijing.   

• Although there is little doubt that President Xi will get his third term, the picture he 

paints of the near future is one of “great struggles.”  We would agree.  The economy is 

rapidly decelerating, and consumer confidence is in near collapse due to a combination of 

slower growth and China’s Zero COVID policy.  Much of this weakness is tied to Xi’s 

economic and security policies. 

 
 

• The U.S.’s policy on restricting tech exports to China continues to undermine Beijing’s 

efforts to achieve self-sufficiency in semiconductors.  If enforced effectively, it would 

prevent China from accessing the most advanced semiconductors.  China’s foreign 

ministry spokesperson Mao Ning reacted angrily to the news and pointed out that this 

policy will not just hurt China but also U.S. tech firms.  She is correct.  Beijing has been 

consistently trying to use American businesses to lobby against restrictions.  Chinese 

semiconductor shares plunged on the news. 

https://www.confluenceinvestment.com/wp-content/uploads/weekly_geopolitical_report_9_26_2022.pdf
https://www.nytimes.com/2022/10/08/world/asia/russia-putin-soviet.html?smid=url-share
https://www.politico.com/news/2022/10/09/russian-ally-cancels-russian-led-military-drill-on-its-land-00061081
https://www.politico.com/news/2022/10/09/russian-ally-cancels-russian-led-military-drill-on-its-land-00061081
https://apnews.com/article/russia-ukraine-asia-kazakhstan-central-tajikistan-8bd4550ca3831c25990165685a92cac6
https://oilprice.com/Geopolitics/International/China-Is-Transforming-Georgias-Geography.html
https://www.politico.eu/article/sabotage-causes-major-train-disruption-northern-germany/?utm_source=POLITICO.EU&utm_campaign=e4fc813b15-EMAIL_CAMPAIGN_2022_10_10_04_23&utm_medium=email&utm_term=0_10959edeb5-e4fc813b15-190334489
https://www.ft.com/content/8d897c26-e9cc-4a16-82da-4ef393e583c3?emailId=69672409-2619-41d5-925b-4d89993f45d8&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.ft.com/content/2f40338a-7dcd-4a55-bbaf-3d62b7e0d8a1
https://sc.mp/6msh?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3194521
https://www.wsj.com/articles/chinas-covid-lockdowns-deal-another-blow-to-consumer-spending-11665386341?st=tm29mrkvzfv9sle&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/chinas-covid-lockdowns-deal-another-blow-to-consumer-spending-11665386341?st=tm29mrkvzfv9sle&reflink=desktopwebshare_permalink
https://www.thewirechina.com/2022/10/09/chinese-economic-policy/
https://www.thewirechina.com/2022/10/09/chinese-economic-policy/
https://www.nytimes.com/2022/10/07/business/economy/biden-chip-technology.html?smid=url-share
https://www.bis.doc.gov/index.php/documents/about-bis/newsroom/press-releases/3158-2022-10-07-bis-press-release-advanced-computing-and-semiconductor-manufacturing-controls-final/file?utm_source=substack&utm_medium=email
https://sc.mp/429x?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3195254
https://sc.mp/429x?utm_source=copy_link&utm_medium=share_widget&utm_campaign=3195254
https://www.bloomberg.com/news/articles/2022-10-07/white-house-announces-new-restrictions-on-chip-exports-to-china?utm_source=substack&utm_medium=email#xj4y7vzkg
http://us.china-embassy.gov.cn/eng/lcbt/wjbfyrbt/202210/t20221008_10779756.htm?utm_source=substack&utm_medium=email
http://us.china-embassy.gov.cn/eng/lcbt/wjbfyrbt/202210/t20221008_10779756.htm?utm_source=substack&utm_medium=email
https://asia.nikkei.com/Business/Tech/Semiconductors/China-chip-sector-shares-tumble-on-U.S.-export-curbs?utm_campaign=IC_asia_daily_free&utm_medium=email&utm_source=NA_newsletter&utm_content=article_link&del_type=1&pub_date=20221010190000&seq_num=8&si=563437af-159c-4f1d-8b93-6ded96260c21
https://asia.nikkei.com/Business/Tech/Semiconductors/China-chip-sector-shares-tumble-on-U.S.-export-curbs?utm_campaign=IC_asia_daily_free&utm_medium=email&utm_source=NA_newsletter&utm_content=article_link&del_type=1&pub_date=20221010190000&seq_num=8&si=563437af-159c-4f1d-8b93-6ded96260c21
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• The U.S. is warning of secondary sanctions on Chinese companies that aid Russia’s war 

effort.  If this restriction was to expand to energy (which we don’t expect) the impact on 

Russia would be devastating.   

International Roundup:  The BOE prepares the Gilt market for the Friday deadline of its 

emergency measures, and the U.S. details data protection measures for the EU. 

• Late last month, the Truss government unveiled numerous measures to boost and reshape 

the U.K. economy.  As we noted, the financial markets whirled into a panic, with Gilt 

yields soaring after pension funds were forced to sell the paper to meet margin calls on 

derivative schemes.  To quell the panic, the BOE began aggressively buying Gilts to 

bring down yields.  At the time, the bank said the measures were temporary and will end 

on Friday, but fearing a resumption of selling, the Bank indicated it was willing to 

continue to buy Gilts if necessary.  We note that although the Bank had plans to buy £40 

billion Gilts, it has actually only purchased £5 billion.  This outcome is similar to the 

Fed’s experience with backstops during the pandemic.  The mere implementation of the 

backstop was enough to address the panic and allow for normal market functions to 

return.  The BOE will continue to offer a Gilt repo facility to ensure pensions will have 

an orderly market to generate liquidity and avoid panic selling.   

o In related news, the Truss government will bring the date forward for its 

economic and fiscal forecast to October 31 from the original early November 

target. 

• President Biden has signed an executive order which will place limits on what personal 

information U.S. security agencies can gather on Europeans.  EU data restrictions are 

stronger than U.S. regulations, and the EO is the first step in aligning the regulatory 

environment.  Interestingly enough, the direction of travel seems to be that the U.S. will 

get an effective veto on EU regulations.  We expect talks to continue.   

• In response to recent North Korean missile launches, the U.S. has added further economic 

sanctions designed to make it harder for Pyongyang to acquire petroleum.  North Korea 

responded by launching more missiles. 

• Germany’s SPD won local elections in Lower Saxony, a key swing state.   

• Relations between Greek universities and the government have been tense for years.  

Campuses have often fostered opposition to various Greek governments.  Recently, the 

government has attempted to put a permanent security presence on Greek campuses, 

which has led to unrest.   

• An interesting and unexpected feature of left-wing governments in the Americas has been 

fiscal austerity.  In general, leftist governments have historically run large fiscal deficits.  

Mexico’s government, however,  has been running modest deficits, and Chile, with a new 

left-wing government, announced a budget surplus.   

• In Japan, Prime Minister Kishida’s popularity has fallen to new lows.   

• The Malaysian government has dissolved parliament in preparations for early elections. 

https://www.nytimes.com/2022/03/08/technology/chinese-companies-russia-semiconductors.html?smid=url-share
https://www.wsj.com/articles/boe-offers-to-buy-more-gilts-launches-new-repo-facility-for-ldi-funds-11665384218?st=9ux4hxa24dkkdgp&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/boe-offers-to-buy-more-gilts-launches-new-repo-facility-for-ldi-funds-11665384218?st=9ux4hxa24dkkdgp&reflink=desktopwebshare_permalink
https://twitter.com/MelJStride/status/1579396328349585408?ref_src=twsrc%5Etfw%7Ctwcamp%5Etweetembed%7Ctwterm%5E1579396328349585408%7Ctwgr%5Ebdc1c36b28fec73293bcec9cdd7f715fd5948628%7Ctwcon%5Es1_&ref_url=https%3A%2F%2Fwww.ft.com%2Fcontent%2F0ba55444-f616-4722-9808-954de7c6dc03
https://twitter.com/MelJStride/status/1579396328349585408?ref_src=twsrc%5Etfw%7Ctwcamp%5Etweetembed%7Ctwterm%5E1579396328349585408%7Ctwgr%5Ebdc1c36b28fec73293bcec9cdd7f715fd5948628%7Ctwcon%5Es1_&ref_url=https%3A%2F%2Fwww.ft.com%2Fcontent%2F0ba55444-f616-4722-9808-954de7c6dc03
https://www.whitehouse.gov/briefing-room/presidential-actions/2022/10/07/executive-order-on-enhancing-safeguards-for-united-states-signals-intelligence-activities/
https://www.politico.eu/article/joe-biden-data-privacy-agreement-executive-order-eu-us/?utm_source=POLITICO.EU&utm_campaign=e4fc813b15-EMAIL_CAMPAIGN_2022_10_10_04_23&utm_medium=email&utm_term=0_10959edeb5-e4fc813b15-190334489
https://www.politico.eu/article/joe-biden-data-privacy-agreement-executive-order-eu-us/?utm_source=POLITICO.EU&utm_campaign=e4fc813b15-EMAIL_CAMPAIGN_2022_10_10_04_23&utm_medium=email&utm_term=0_10959edeb5-e4fc813b15-190334489
https://www.politico.eu/article/us-president-joe-biden-executive-order-eu-privacy-framework-surveillance-programs/?utm_source=POLITICO.EU&utm_campaign=e4fc813b15-EMAIL_CAMPAIGN_2022_10_10_04_23&utm_medium=email&utm_term=0_10959edeb5-e4fc813b15-190334489
https://www.politico.eu/article/us-president-joe-biden-executive-order-eu-privacy-framework-surveillance-programs/?utm_source=POLITICO.EU&utm_campaign=e4fc813b15-EMAIL_CAMPAIGN_2022_10_10_04_23&utm_medium=email&utm_term=0_10959edeb5-e4fc813b15-190334489
https://home.treasury.gov/news/press-releases/jy1000?utm_source=substack&utm_medium=email
https://www.politico.com/news/2022/10/08/north-korea-launches-missile-toward-sea-after-u-s-south-korea-drills-00061062?utm_source=substack&utm_medium=email
https://www.politico.eu/article/social-democrats-defend-german-stronghold-state/?utm_source=POLITICO.EU&utm_campaign=e4fc813b15-EMAIL_CAMPAIGN_2022_10_10_04_23&utm_medium=email&utm_term=0_10959edeb5-e4fc813b15-190334489
https://www.nytimes.com/2022/10/09/world/europe/greece-universities-campus-police.html?smid=url-share
https://www.nytimes.com/2022/10/09/world/europe/greece-universities-campus-police.html?smid=url-share
https://www.ft.com/content/47703528-80e8-47ce-9f99-6f92ced0167c?utm_source=Eurasia+Group+Signal&utm_campaign=d500ea8d9e-EMAIL_CAMPAIGN_2022_10_10_11_06&utm_medium=email&utm_term=0_e605619869-d500ea8d9e-134308033
https://www.reuters.com/world/asia-pacific/japan-kishidas-support-hits-low-his-partys-ties-controversial-church-2022-10-09/
https://www.reuters.com/world/asia-pacific/malaysian-pm-give-special-tv-address-amid-talk-early-election-2022-10-10/
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• As we have noted in various Geopolitical Reports, Brexit was likely to foster Irish 

unification.  We are starting to see evidence of political movement on this issue.   

 

Markets, Economics and Policy:  We touch on the dollar, labor markets, and note the 

Economics Nobel prize winners. 

• This year, the dollar’s rise has been relentless.  An aggressive turn in monetary policy has 

been behind the bullish turn.  Although by parity measures the dollar is overvalued, rarely 

does valuation alone turn a market.  Historically, strong trends in currencies become self-

filling and require political action to turn.  Often, bull markets in the dollar face political 

pressure from the manufacturing sector.  We are starting to see signs of this pressure 

building.  We would note that since 1970, manufacturing production (as measured by the 

subindex of industrial production) rises by 2.2% per year; however, when the JPM dollar 

index rises by more than 7.5% per year, manufacturing declines by 0.4% per year.   

• As bank earnings are released this week, we note that banks are raising loan-loss 

provisions.   

• How tight are labor markets?  So tight that criminal records are no longer a barrier to 

employment.   

• Ben Bernanke, along with Doug Diamond and Phillip Dybvig (of Washington University 

here in River City) have been awarded the Nobel Prize for Economics.2 

 

U.S. Economic Releases  

There were no domestic releases scheduled prior to the publication of this report. The table 

below lists the economic releases and/or Federal Reserve events scheduled for the rest of the day. 

 

 
 

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. 

 
2 Yes, we know that’s not the official name.   

EST Speaker or Event

9:00 Charles Evans Speaks at NABE Conference in Chicago President of the Federal Reserve Bank of Chicago

13:00 Lael Brainard Speaks at NABE Conference in Chicago Member of the Board of Governors

Federal Reserve

District or Position

Economic Releases

 No economic releases for the rest of today

https://www.ft.com/content/c215d0d3-bce7-444c-8b92-94570a6e0338?emailId=69672409-2619-41d5-925b-4d89993f45d8&segmentId=22011ee7-896a-8c4c-22a0-7603348b7f22
https://www.wsj.com/articles/strong-dollar-pressures-u-s-manufacturing-rebound-11665307981?st=hjhvs6owv59kii3&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/strong-dollar-pressures-u-s-manufacturing-rebound-11665307981?st=hjhvs6owv59kii3&reflink=desktopwebshare_permalink
https://www.ft.com/content/dded71a6-2637-45ec-b8b5-da0154455c8b
https://www.ft.com/content/dded71a6-2637-45ec-b8b5-da0154455c8b
https://www.wsj.com/articles/more-businesses-want-to-hire-people-with-criminal-records-amid-tight-job-market-11665173965?st=92ctmg25g3k5pm6&reflink=desktopwebshare_permalink
https://www.wsj.com/articles/more-businesses-want-to-hire-people-with-criminal-records-amid-tight-job-market-11665173965?st=92ctmg25g3k5pm6&reflink=desktopwebshare_permalink
https://en.wikipedia.org/wiki/Nobel_Memorial_Prize_in_Economic_Sciences
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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. 
 

   
 

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. 
 

 
 

Country Indicator Current Prior Expected Rating Market Impact

ASIA-PACIFIC

Australia Foreign Reserves m/m Sep A$83.6b A$80.6b * Equity and bond neutral

China Caixin Services PMI m/m Sep 48.5 53.0 -- ** Equity bearish, bond bullish

Caixin Composite PMI m/m Sep 49.3 55.0 54.4 ** Equity bearish, bond bullish

EUROPE

Switzerland Domestic Sight Deposits CHF w/w 7-Oct 552.5b 563.7b * Equity and bond neutral

Total Sight Deposits CHF w/w 7-Oct 639.3b 669.6b * Equity and bond neutral

Russia CPI y/y Sep 13.68% 14.30% 13.59% *** Equity bearish, bond bearish

Core CPI y/y Sep 17.11% 17.71% 17.10% *** Equity and bond neutral

Fixed Income Today Prior Change Trend

3-mo Libor yield (bps) 391 383 8 Up

3-mo T-bill yield (bps) 326 328 -2 Up

TED spread (bps) 65 54 11 Widening

U.S. Sibor/OIS spread (bps) 377 377 0 Up

U.S. Libor/OIS spread (bps) 382 378 4 Up

10-yr T-note (%) 3.88 3.88 0.00 Up

Euribor/OIS spread (bps) 129 125 4 Neutral

Currencies Direction

Dollar Up Up

Euro Down Down

Yen Down Down

Pound Down Down

Franc Down Down

Price Prior Change Explanation

Brent $97.04 $97.92 -0.90%

WTI $91.82 $92.64 -0.89%

Natural Gas $6.78 $6.75 0.43%

Crack Spread $39.07 $40.63 -3.85%

12-mo strip crack $33.10 $34.05 -2.77%

Ethanol rack $2.71 $2.71 0.11%

Metals

Gold $1,679.54 $1,694.82 -0.90%

Silver $19.83 $20.13 -1.49%

Copper contract $344.05 $338.65 1.59%

Grains

Corn contract $694.75 $683.25 1.68%

Wheat contract $921.25 $880.25 4.66% Supply concerns following Ukraine attacks

Soybeans contract $1,395.50 $1,367.00 2.08%

Shipping

Baltic Dry Freight 1,961            1,992            -31

Energy Markets
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Weather 

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

northern Pacific to the southern Great Plains, with cooler-to-normal temperatures in the 

Northeast. Wetter-than-normal conditions are anticipated in the Southwest, with dry conditions 

expected in the Pacific Northwest and northern Great Plains. 
 

There is no tropical cyclone activity expected in the Gulf Coast, Caribbean, and Atlantic Ocean 

areas within the next 48 hours. 
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Data Section 
 

U.S. Equity Markets – (as of 10/7/2022 close) 

 

-50% 0% 50% 100%

Communication Services

Real Estate

Consumer Discretionary

Technology

S&P 500

Materials

Financials

Industrials

Consumer Staples

Healthcare

Utilities

Energy

YTD Total Return

-5.0% -4.0% -3.0% -2.0% -1.0% 0.0%

Technology

Consumer Discretionary

S&P 500

Communication Services

Materials

Real Estate

Financials

Healthcare

Utilities

Industrials

Consumer Staples

Energy

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 10/7/2022 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 6, 2022 
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P/E as of 10/06/2022 = 17.8x

 
 

Based on our methodology,3 the current P/E is 17.8x, down 1.3x from last week.  The reason for 

the large contraction is due to moving to Q4.  We reset the S&P average for the quarter and are 

now using two quarters of forecast 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. 

 
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 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. 


