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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 13, 2021—9:30 AM EDT] Global equity markets are higher this morning.  In 

Europe, the EuroStoxx 50 is up 0.6% from its prior close.  In Asia, the MSCI Asia Apex 50 

closed up 0.2%.  Chinese markets were higher, with the Shanghai Composite up 0.4% from its 

prior close and the Shenzhen Composite up 1.3%.  U.S. equity index futures are signaling a 

higher open.   
 

The Confluence macro team publishes a plethora of research reports and multimedia offerings on 

a weekly and quarterly basis, all available on our website. We highlight recent publications 

below, with new items of the day emphasized in bold: 

• Weekly Geopolitical Report (10/11/2021): “AUKUS” 

• Weekly Energy Update (10/7/2021): Oil inventories rose last week as the energy industry 

recovers from Hurricane Ida; Vladimir Putin offers to resolve Europe’s natural gas crisis  

• 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 (10/8/2021) (with associated podcast): Has Bitcoin become a 

substitute for gold, and is there a fit for it within a risk-sensitive portfolio? 

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

Globalization” 

 

Today’s Comment begins with several developments related to major global issues, including the 

current state of economic growth, supply chains, and energy supplies.  We then review various 

international and U.S. news items, including the Social Security Administration’s latest cost-of-

living adjustments to retirement benefits.  We conclude with the latest on the coronavirus 

pandemic. 

 

Global Economic Growth:  The IMF, in its latest World Economic Outlook, said supply-chain 

disruptions and health issues would weigh on gross domestic product enough to hold global 

economic growth to just 5.9% in 2021, versus a forecast of 6.0% in July.  The downward 

revision to the forecast stemmed entirely from weaker prospects for the developed countries; the 

organization slightly increased its forecast for growth in the emerging markets.  The group also 

raised its global inflation outlook and warned of the risks of higher prices. 

 

Global Supply Chains:  The Biden administration has reportedly secured promises from 

Walmart (WMT, $139.38), UPS (UPS, $181.99), and FedEx (FDX, $221.32) to extend their 

working hours in a bid to ease supply chain bottlenecks that are weighing down the U.S. and 
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global economic recoveries.  Later today, the firms will announce a move towards a 24/7 work 

schedule as part of a broader effort to help clear the mismatches between booming demand and 

lagging supply.  The Port of Los Angeles will launch a similar 24/7 work schedule. 

• Separately, President Biden will meet business leaders, port and freight executives, and 

union officials to discuss the strained state of global supply chains. 

• The moves by the administration are mostly political optics and are unlikely to have a 

major impact on the current supply disruptions.  Resolving the current shortages will 

require a broad range of firms worldwide to adjust their operations.  That will take time.  

Underlining that point, top bank officials attending an Institute for International Finance 

conference this week agreed that the current challenges would be transitory, with Jamie 

Dimon, CEO of JPMorgan Chase (JPM, $165.36) insisting, “This will not be an issue 

next year at all.” 

 

Global Energy Crisis:  In an interview with the Financial Times, International Energy Agency 

chief Fatih Birol warned that global energy markets would remain volatile unless investment in 

clean power can be tripled in the next decade.  According to Birol, projected investment in oil 

and gas is now aligned with the changes needed to reach net-zero emissions of greenhouse gases 

by 2050.  However, public spending on renewable power is only at a third of the future levels 

required. 

• Birol made the statement while introducing the IEA’s latest World Energy Outlook, 

which forecasts an eventual decline in oil demand in all three of its scenarios—from the 

most status quo assumption to the most ambitiously green (net-zero emissions by 2050). 

• Under its most conservative “stated policies scenario,” based on climate policies that are 

already in place and those that are under development, the IEA expects oil demand to 

peak in the mid-2030s at roughly 104 million barrels per day, compared with almost 100 

million today, with a slow decline through 2050. 

 

European Union-United Kingdom:  The EU today will unveil a package of measures intended 

to reduce the bureaucracy associated with the controversial post-Brexit trading arrangements for 

Northern Ireland.  The proposals, which come in response to U.K. demands for a radical 

rewriting of the so-called Northern Ireland protocol, could reduce the number of customs and 

regulatory checks on the new Irish Sea border by up to half.  The U.K. is taking a hard line on 

the issue, and the measures to be offered today are unlikely to end the current EU-U.K. tensions. 

 

France:  Six months ahead of the country’s next presidential elections, President Macron 

proposed a five-year, €30 billion investment plan to boost the country’s high-tech industries and 

reduce dependence on imported raw materials and electronic components such as microchips.  

The “France 2030” plan would direct government money to ten targets, including the 

development of small “modular” nuclear reactors, green hydrogen production, and the financing 

of start-ups. 

 

U.S. Debt Limit:  The House of Representatives yesterday approved Senate-passed legislation 

raising the federal government’s borrowing limit into December, temporarily staving off default 

while lawmakers battle over setting a new ceiling for U.S. debt.  The bill will increase the debt 
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https://www.ft.com/content/0dd1622d-883a-44a8-80c4-079fc5e90fab
https://www.ft.com/content/644e392b-21de-47f3-accd-0e50be703520
https://www.ft.com/content/644e392b-21de-47f3-accd-0e50be703520
https://www.wsj.com/articles/this-oil-and-gas-road-map-could-lead-planners-astray-11634119380?mod=markets_lead_pos6
https://www.ft.com/content/8cdf9824-8c29-4cc8-a88b-81a200a5508c
https://www.ft.com/content/8cdf9824-8c29-4cc8-a88b-81a200a5508c
https://www.ft.com/content/5da38637-292f-4c2f-ae48-8e0c74b6014c
https://www.ft.com/content/5da38637-292f-4c2f-ae48-8e0c74b6014c
https://www.wsj.com/articles/house-set-to-temporarily-raise-debt-limit-11634036401?mod=hp_lead_pos2
https://www.wsj.com/articles/house-set-to-temporarily-raise-debt-limit-11634036401?mod=hp_lead_pos2


 

 

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

www.confluenceinvestment.com 

 3 

ceiling by $480 billion, an amount the Treasury Department has said would allow the U.S. to pay 

its bills at least through December 3.  President Biden is expected to sign the legislation in the 

coming days. 

• Separately, in an effort to end the cycle of debt-limit crises, House Speaker Pelosi 

yesterday floated the idea of giving the Treasury Secretary the power to raise the 

borrowing limit but giving Congress the power to reject the increase.  That is similar to 

an approach devised by Senate Minority Leader McConnell during the 2011 fiscal crisis, 

which ended with the 2011 Budget Control Act.  That law raised the debt ceiling in three 

stages, with the latter two increases subject to congressional disapproval. 

• Of course, the passage of the latest debt limit increase only puts the issue off for a few 

weeks, and its expiration coincides with the end of a stopgap spending measure.  In other 

words, the markets could well face another round of angst and volatility over fiscal policy 

just after the Thanksgiving holiday. 

 

U.S. Social Security:  The Social Security Administration today will release its cost-of-living 

adjustments for retirement and disability payments in 2022.  The adjustments are expected to 

provide a roughly 6% boost, equal to a nearly $93 increase in today’s average retirement benefit 

of $1,543 per month. 

 

U.S. Monetary Policy:  Atlanta FRB President Bostic said in an interview that last month’s 

sharp slowdown in U.S. payroll growth should not stop the Fed from beginning to taper its 

pandemic-era asset purchases in November.  According to Bostic, “I’d be comfortable starting in 

November . . . I think that the progress has been made, and the sooner we get moving on that the 

better.” 

 

COVID-19:  Official data show confirmed cases have risen to 238,836,409 worldwide, with 

4,868,300 deaths.  In the United States, confirmed cases rose to 44,571,733, with 716,570 deaths.  

Vaccine doses delivered in the U.S. now total 488,178,975, while the number of people who 

have received at least their first shot totals 217,403,897.  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, 65.5% of the U.S. population has now received at least 

one dose of a vaccine, and 56.5% of the population is fully vaccinated. 

• More Americans are now getting a booster dose of the COVID-19 vaccine each day than 

are getting their first shot, despite health experts’ view that the priority should be 

convincing vaccine holdouts to get their initial round of shots. 

 

https://www.wsj.com/articles/social-security-cola-increase-2022-11634067648?mod=hp_lead_pos2
https://www.wsj.com/articles/social-security-cola-increase-2022-11634067648?mod=hp_lead_pos2
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https://coronavirus.jhu.edu/map.html
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https://covid.cdc.gov/covid-data-tracker/#vaccinations
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https://www.axios.com/booster-coronavirus-vaccine-first-doses-america-7c30f701-6269-4c55-b0f9-281b54f97631.html?utm_source=newsletter&utm_medium=email&utm_campaign=newsletter_axiosam&stream=top
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Source: Axios 

 

• Yesterday, the Labor Department submitted a draft “emergency temporary order” that 

would require businesses with 100 or more employees to have their workers vaccinated 

or regularly tested for COVID-19.  The proposed standard would also direct employers to 

provide paid time off to workers so they may receive the vaccine. Employers that don’t 

comply could face fines of up to roughly $13,600 a violation. 

• In New York, a federal judge extended an order requiring the state government to allow 

religious exemptions from its vaccination mandate for healthcare workers.  According to 

the judge, the mandate conflicted with individuals’ federally protected right to seek 

religious accommodation from their employers. 

• Today, the Department of Homeland Security is expected to ease pandemic restrictions 

on land crossings into the U.S. from Canada and Mexico.  For the first time in 20 months, 

travelers from Canada and Mexico will be permitted to enter the U.S. at its land-border 

crossings for purposes such as shopping or visiting family and friends so long as they are 

fully vaccinated. 

o Throughout the pandemic, Mexican and Canadian citizens have been only 

allowed to enter the U.S. for essential reasons, such as attending school or 

trucking goods across the border. 

o Unvaccinated travelers will still be prohibited from coming to the U.S. for 

nonessential travel. 

 

Economic and Financial Market Impacts 

• The union representing pilots at Southwest Airlines (LUV, $52.18) said fatigue and 

frustration over frequent rerouting was a contributing factor to the carrier’s mass flight 

cancellations in recent days, rather than a “sickout” over vaccination requirements.  If so, 

https://www.wsj.com/articles/labor-department-nears-release-of-vaccine-mandate-for-workers-at-larger-businesses-11634083333?mod=hp_lead_pos3
https://www.wsj.com/articles/new-yorks-vaccine-mandate-needs-religious-exemption-judge-rules-11634069470
https://www.wsj.com/articles/new-yorks-vaccine-mandate-needs-religious-exemption-judge-rules-11634069470
https://www.wsj.com/articles/biden-administration-to-ease-covid-19-travel-restrictions-at-canada-and-mexico-land-border-crossings-11634095283?mod=hp_lead_pos12
https://www.wsj.com/articles/biden-administration-to-ease-covid-19-travel-restrictions-at-canada-and-mexico-land-border-crossings-11634095283?mod=hp_lead_pos12
https://www.wsj.com/articles/southwest-ceo-says-airline-recovering-after-slew-of-weekend-cancelations-11634051618?mod=hp_lead_pos1
https://www.wsj.com/articles/southwest-ceo-says-airline-recovering-after-slew-of-weekend-cancelations-11634051618?mod=hp_lead_pos1
https://www.wsj.com/articles/southwest-ceo-says-airline-recovering-after-slew-of-weekend-cancelations-11634051618?mod=hp_lead_pos1


 

 

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

www.confluenceinvestment.com 

 5 

the cancellations are another manifestation of the economy-wide worker shortages that 

have plagued the economy as demand recovers from the pandemic. 

 

U.S. Economic Releases  

 

For the week ending October 15, mortgage application rose for the first time in three weeks, 

according to the Mortgage Brokers Association.  The MBA mortgage applications index rose 

0.2% from the prior week.  The index for purchases rose 1.5% from the prior week, while the 

index for refinancing fell 0.5%.  The average 30-year fixed-rate mortgage rose from 3.14% to 

3.18%. 

 

Consumer prices rose more than expected in September due to an increase in service and food 

prices. The consumer price index (CPI) rose 5.4% from the prior year, compared to expectations 

of 5.3%.  Excluding food and energy, the index rose 4.0% from the prior month, in line with 

expectations.  Real weekly and hourly wages fell 0.8% from the prior year. 

 

 
 

The chart above shows the monthly contribution to CPI.  Price rose 0.4% from the prior month. 

The rise in CPI was driven by an increase in services prices, particularly relating to rent prices.  
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In September, rent prices rose at the fastest pace in more than a decade. The rise in rent prices 

can be attributed to people moving back to urban areas as the economy shows signs of 

normalizing.  

 

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

EST Speaker or event

14:00 FOMC Meeting Minutes

16:30 Lael Brainard Speaks at Fed Listens Event

20:00 Michelle Bowman Discusses the Economy and Monetary Policy

Economic Releases

 No economic releases today

Fed Speakers or Events

District or position

Federal Reserve Board

Members of the Board of Governors

Member of the Board of Governors  
 

Foreign Economic News 
 

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

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

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

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

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

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

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

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

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

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

ASIA-PACIFIC

China Trade Balance m/m Sep $66.76b $58.34b $45.00b ** Equity bullish, bond bearish

Aggregate Financing CNY m/m Sep 2900.0b 2960.0b 3050.0b * Equity and bond neutral

Money Supply M0 y/y Sep 5.5% 6.3% 6.0% * Equity bearish, bond bullish

Money Supply M1 y/y Sep 3.7% 4.2% 4.1% * Equity bearish, bond bullish

Money Supply M2 y/y Sep 8.3% 8.2% 8.2% ** Equity bearish, bond bullish

New Yuan Loans CNY y/y Sep 1660.0b 1220.0b 1810.0b ** Equity and bond neutral

Japan Money Stock M2 y/y Sep 4.2% 4.7% 4.3% * Equity and bond neutral

Money Stock M3 y/y Sep 3.8% 4.2% 3.9% * Equity and bond neutral

Core Machine Orders m/m Aug -2.4% 0.9% 1.4% * Equity and bond neutral

India CPI y/y Sep 4.4% 5.3% 4.5% *** Equity and bond neutral

Industrial Production y/y Aug 11.9% 11.5% 11.6% *** Equity and bond neutral

Australia Westpac Consumer Conf SA m/m Oct -1.5% 2.0% ** Equity bullish, bond bearish

New Zealand Food Prices m/m Sep 0.5% 0.3% *** Equity bullish, bond bearish

ANZ Activity Outlook m/m Oct 26.2 18.2 ** Equity bullish, bond bearish

ANZ Business Confidence m/m Oct -8.6 -7.2 ** Equity and bond neutral

South Korea Unemployment rate SA m/m Sep 3.0% 2.8% 3.0% *** Equity and bond neutral

EUROPE

Eurozone Industrial Production WDA y/y Aug 5.1% 7.7% 4.7% *** Equity bullish, bond bearish

Germany CPI y/y Sep 4.1% 4.1% 4.1% *** Equity and bond neutral

CPI EU Harmonized y/y Sep 4.1% 4.1% 4.1% *** Equity and bond neutral

UK Industrial Production m/m Aug 0.8% 1.2% 0.2% *** Equity bullish, bond bearish

Manufacturing Production m/m Aug 0.5% 0.0% 0.0% *** Equity bullish, bond bearish

Construction Output m/m Aug -0.2% -1.6% 0.4% ** Equity bearish, bond bullish

Index of Services 3M/3M m/m Aug 3.7% 4.5% 3.8% ** Equity and bond neutral

Trade Balance GBP/Mn m/m Aug -£3117m -£3117m -£2800m ** Equity and bond neutral

Monthly GDP m/m Aug 0.4% 0.1% 0.5% ** Equity and bond neutral

Russia Trade Balance m/m Aug 17.1b 23.2b 16.4b ** Equity bullish, bond bearish

AMERICAS

Canada Bloomberg Nanos Confidence w/w 8-Oct 59.8 60.7 ** Equity and bond neutral

Mexico Industrial Production NSA y/y Aug 5.5% 7.3% 4.1% *** Equity bullish, bond bearish

Manuf. Production NSA y/y Aug 6.6% 6.2% 4.8% *** Equity bullish, bond bearish

International Reserves Weekly w/w 8-Oct $198482m $198560m * Equity and bond neutral

Formal Job Creation Total m/m Sep 174.1k 128.9k ** 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) 12 12 0 Down

3-mo T-bill yield (bps) 4 6 -2 Neutral

TED spread (bps) 8 6 2 Neutral

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

10-yr T-note (%) 1.60 1.61 -0.01 Down

Euribor/OIS spread (bps) -55 -55 0 Neutral

EUR/USD 3-mo swap (bps) 20 19 1 Down

Currencies Direction

dollar Flat Neutral

euro Flat Up

yen Flat Neutral

pound Up Neutral

franc Flat Neutral

Central Bank Action Current Prior Expected

Bank of Korea 7-Day Repo Rate 0.750% 0.750% 0.750% On forecast  
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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 $82.89 $83.42 -0.64%

WTI $80.15 $80.64 -0.61%  

Natural Gas $5.39 $5.51 -2.16%  

Crack Spread $21.10 $21.26 -0.74%

12-mo strip crack $22.05 $22.28 -1.04%

Ethanol rack $2.56 $2.57 -0.29%

Gold $1,770.83 $1,760.18 0.61%

Silver $22.83 $22.56 1.20%

Copper contract $438.40 $432.55 1.35%

Corn contract $521.50 $522.50 -0.19%

Wheat contract $734.50 $734.00 0.07%

Soybeans contract $1,207.75 $1,198.25 0.79%

Baltic Dry Freight 5,378            5,488            -110

Actual Expected Difference

Crude (mb) 1.1

Gasoline (mb) 1.3

Distillates (mb) -1.0

Refinery run rates (%) 0.40%

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 region, with warm-to-normal temperatures throughout the rest of the 

country.  The forecast calls for dry conditions throughout the Rocky Mountain, Great Lakes, and 

Southeastern regions, with wet conditions in the Pacific Northwest and Florida. There are 

currently two tropical disturbances. The first storm has moved over Hispaniola, and the second is 

east of the Windward Islands. Neither of the disturbances is expected to develop into a tropical 

storm within the next 48 hours.  We are past the normal peak of hurricane activity, which 

occurred on September 10. 
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Data Section 
 

U.S. Equity Markets – (as of 10/12/2021 close) 
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Technology
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Materials
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Real Estate
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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 10/12/2021 close) 

 

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

US Government Bond

US Corporate Bond

Emerging Markets ($)

Emerging Markets (local currency)

Cash

US High Yield

Foreign Developed ($)

Small Cap

Foreign Developed (local currency)

Value

Large Cap

Growth

Mid Cap

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 7, 2021 
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P/E as of 10/06/2021 = 21.7x

 
 

Based on our methodology,1 the current P/E is 21.7x, down 2.0x from last week.  The drop in the 

multiple reflects the shift to Q4, which has higher earnings in the calculation.   

 
 

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. 


